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iﬁﬁi US.Capital Advisors
Q4’16 Takeaways

» In this note, we reaffirm our ratings, refresh price targets, review major themes

| Price | PriceTargets |
Company Ticker Rating
from the quarter and highlight catalysts for each covered name. _ mm
Gas Utilities
> Price Target Revisions: Atmos Energy ATO  $79.90 $70 Hold
|
ATO: Raised price target $4/sh (~6%) to reflectimpact on estimated ‘18 EPS New Jersey Resources MR L3EE0 333 — Hold
f I d pi d L, . i Northwest Natural Gas NWN $58.50 $51 $51 Hold
of accelerated pipe replacementan rec‘luctlor.\ in future volatility following ONE Gas 0GS  $66.61 $58 $58 Hold
recent sale of non-regulated gas marketing unit. South Jersey Industries s $34.57 631 631 Hold
AWK: Raised price target $4/sh (~5%) to reflect higher multiples driven by ‘;'°f‘th‘“'e“ Gasliioldings SSV:X 22:2; zzi :zi :z:;‘
: . . pire Inc s
increased confidence for growth at high end of 7-10% target from WGL Holdings WGL  $82.50 $64 Hold
acquisitions and top-tier 10% dividend hike expected in April.
. . - . Gas /Electric Utilities
CPK: Raised price target $5/sh (~8%) to reflectimpact on estimated ‘18 EPS
DT P <h : Bi 3 I( (E ‘) g e B Chesapeake Utilities CPK  $68.55 862 Hold
° asteminore RelNElEXPa NS ONIEGJEoE Eversource Energy ES $59.44 $62 $62 Overweight
VVC: Raised price target $4/sh (~8%) to reflect higher multiples from NiSource NI $23.26 $$25 5525 Overweight
H : : . Sempra Energy SRE $111.26 118 118 Overweight
increased capex for infrastructure projects and boost in growth rate to 6-8%.
g P g ’ Vectren Corp e $57.87  $51 Hold
WEC: Raised price target $4/sh (~7%) to reflect higher multiples after WEC Energy Group WEC  $60.74 $58 $62 Hald
increase in capex for new electric infrastructure projects and higher visibility
for 5-7% LT growth. WaterStities
American States Water ~ AWR $43.97 $44 $44 Hold
WGL Raised price target $24/sh (~38%) to reflect pending merger with American Water Works AWK $76.49 $74 Hold
AltaGas for $88.25/sh in cash. Aqua America WTR  $31.90 $34 $34 Hold
California Water Service ~ CWT $34.90 $34 $34 Hold
» Valuations & Top Picks
» . o Energy Marketing
After 4Q’16 earnings, downstream names trade at a median ‘18 P/E of spark Energy S (DEE <29 <28 e

~19.5x and EV/EBITDA of ~10x.

Despite recent Fed rate hikes, sector remains expensive overall, trading
above high end of historical range over the past decade in part tied to M&A
speculation. With additional rate hikes on deck, we expect downward
pressure on group through the rest of the year.

We see names with top-tier growth rates focused on infrastructure
replacement as the relative outperformersin a rising rate environment.

Our positively-rated names include SRE, NI and ES.

Changes highlighted In blue
Source: Thomson, USCA




GAS-ROR-010
Attachment H
Page 3 of 114

Estimate and PT Revisions "“l LS Capital Advisors

Ticker 03/21/17 Previous Previous Previous Previous

Company

Gas Utilities
Atmos Energy ATO $79.90 Hold
New Jersey Resources NJR $38.90 Hold
Northwest Natural Gas NWN $58.50 Hold
ONE Gas OGS $66.61 Hold Hold $58 $58 $2.97 $2.97 $3.10 $3.10
South Jersey Industries S $34.57 Hold Hold $31 $31 $1.35 $1.35 $1.60 $1.60
Southwest Gas Holdings SWX $82.62 Hold Hold $69 $69 $3.45 $3.45 $3.65 $3.65
Spire Inc SR $66.65 Hold Hold s64 $64 $3.50 $3.50 $3.60 $3.60
WGL Holdings WGL $82.50 Hold Hold $64 $88 335 T 50 $3.60
Gas/Electric Utilities

Chesapeake Utilities CPK $68.55 Hold Hold $62 $3.15 $3.15 $3.40

Eversource Energy ES $59.44 | Overweight | Overweight $62 $62 $3.20 $3.20 $3.35 $3.35
NiSource NI $23.26 | Overweight | Overweight $25 825 $1.18 $1.18 $1.28 $1.28
Sempra Energy SRE $111.26 | Overweight | Overweight $118 $118 $5.15 $5.15 $5.75 $5.75
Vectren Corp vVvC $57.87 Hold Hold $51 $2.65 $2.65 $2.80 $2.80
WEC Energy Group WEC $60.74 Hold Hold $58 $3.10 $3.10 $3.30 $3.30

Water Utilities

American States Water AWR $43.97 Hold Hold S44 S44 $1.75 $1.75 $1.90 $1.90

American Water Works AWK $76.49 Hold Hold $74 m $3.03 $3.03 $3.25 $3.25

Aqua America WTR $31.90 Hold Hold $34 $34 $1.42 $1.50 !

California Water Service CWT $34.90 Hold Hold $34 434 $1.35 $1.30 $1.42 $1.42
Energy Marketing

Spark Energy SPKE $28.85 Hold Hold $29 §29 $2.70 $2.70 $2.90 $2.90

_ Denotes change in estimate, price target or rating

Source: Bloomberg, USCA
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iﬁﬁi US.Capital Advisors

Q4’16 Recap — Results In-Line For Most Names

Q4'16 EPS Results FY'17 Guidance Forward Outlook

Positive Neutral Negative Strongest Biggest Near-
(Raised) (Unchanged) | (Lowered) Momentum | Term Catalyst

ATO AWK NJR SRE ATO OGS ** AWK SRE
CwT AWR SWX WGL AWK NI ES
SRE CPK VVC* NI vvC WGL
vvC ES NJR
NI SRE
NWN WEC
OGS WTR
Sl
SR
WEC
WGL

WTR

* WC raised LT growth guidance to 6-8% from 5-7%
** OGS lowered LT growth guidance to 5-7% from 5-8%.

Source: USCA
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Eﬁﬁ US.Capital Advisors
Q4’16 Recap — Downstream Themes

» Theme Tracker: Below we catalog our top thematic takeaways from Q4’16 earnings season.

Theme #1: Project execution. SRE (Cameron), ES (Northern Pass), NJR/SJI (PennEast) and WGL (Central Penn) all
reported on track after 2H'16 delays. Reaffirmed in-service dates for names engaged in more modest midstream
infrastructure projects. Names include SR (STL Pipeline), NWN (North Mist Storage Expansion), SRE (several Mexico pipes)
and CPK (several domestic laterals). See additional detail on page 10.

Theme #2: Interest rates. Most companies expect accelerated Fed rate hike path in ‘17 and beyond but see minimal
impact to EPS over the near term after significant refinancing activity in recent years. See additional detail on page 9.

Theme #3: Tax Reform. Most names expect a potential reduction in corporate taxes as a largely neutral event over the
long-term given expected true-ups to rates from regulators. Potential removal of interest deduction viewed as more
problematic, but with most names expecting only minimal impact to near-term EPS or long term growth rates.

Theme #4: Warm weather. Warm weather positively impacting electric utility results for several names including ES, VVC
and WEC and negatively impacting gas utility/marketing results for Ni, NJR, SJl and SR.

Theme #5: Rate cases. Many rate filings pending or in queue to recover infrastructure spending or operating costs.
Highlighted names include AWK, AWR, CPK, CWT, ES, NI, SJI, SR, SWX, WEC, WGL and WTR.

Theme #6: M&A. New announcements and integration of recent asset acquisitions an important focus for AWK, AWR,
CWT, SPKE, SR, WEC, WGL and WTR.

Theme #7: Initial ‘17 guidance. Guidance largely in line with USCA and Consensus expectations for ES, NWN and VVC.
Theme #8: Dividend hikes. Annual raises modestly ahead of expectations for ES, SRE, SWX and WGL.

Theme #9: EPS estimate revisions. Largely unchanged vs. last quarter but a few outliers.
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Q4’16 Earnings Season Price Performance Q) US Capital Advisors

Earnings Season Performance vs. XLU (2/1 -3/3)
5> Market Performance: XLU +6.6% over the four-week

earnings season, outperforming the broader S&P
Composite 5.6% gain. ! |

swx TR |
> Relative Performance: Coverage universe posted ~1% owrt . _ . |
average underperformance relative to XLU (i.e. N | — '
average gain was 5.6%, in line with the broad market AWK i ' _ ; i
gain). Notably, solid utility performance came amid i | ! !
broad market optimism for favorable Trump policy SRE | i | -
proposals and despite positive domestic growth data WIR | ; ‘ | !
7 . . ! ! 3
and rising expectations for Fed rate hikes. £ i 1 ?
1 ! g !
Leaders with >1% outperformance included SWX, NIR @ |
CWT and NI. For SWX, advance likely reflects M&A oK _ ‘
speculation. For CWT, gain reflects removal of rate sit i : .
case uncertainty from prior periods after recent rate i i ‘
ATO i |
order. For NI, advance likely tied to increase in | [osmas ‘
planned capex for electric infrastructure projects wce | ; — i
and expectations for raise in LT growth rate to 5-7% SR | ] |
from 4-6% at Analyst Day in early March. oGs | | _ ‘
§ 1 i ! |
Laggards with >3% underperformance (excluding WEC | ; _
pending merger name WGL) included AWR, SPKE NWN | bt amtiiims 3 L Sopsee] 5 ,
and NWN. For AWR, weakness driven by CA rate spxe | — |
] i H |
order below expectations. For SPKE, pullback likely AR | f i | | !
tied to expectations for weaker results given only ‘ — E
mild weather. For NWN, decline reflects initial ‘17 we i — ______ \ |
guidance modestly below Consensus expectations. 5% 4% 3% 2% 1% 0% 1% 2% 3% 4%

Source: Bloomberg, USCA
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ﬁi] US.Capital Advisors
Q4’16 Themes — Modest Changes to EPS Estimates

Consensus '17 EPS Changes (2/1-3/3)

> Average change for ‘17 and ‘18 estimates was <1%,

continuing trend from recent periods. . —
0GS ——
SRE -
E .
> ‘17 EPS Estimates: 55 o
NI 2
o Excluding WGL, most sizable upward revisions “:”:: :
for SJI and OGS (+1-2%). For SJ, raise likely NIR =
reflects expectations for pending rate hike in NJ, m :
with final order expected by October. For OGS, MS: :
raise reflects higher guidance from management "‘m —
after KS and TX rate orders in late ‘16. CcPK —
NWN et st e s
o Most sizable downward revision for NWN (-4%), 2% 3% 2% 1% 0% 1% 2% 3% a% 5%
reflecting initial guidance below expectations.
Consensus '18 EPS Changes (2/1-3/3)
> ‘18 EPS Estimates: WGl EET——CT—————
AWR =
o Excluding WGL, most sizable upward revisions o -_
for AWR and OGS (+1-2%). For AWR, raise likely oK ™
reflects benefit of modest rate hike from recent wf:
CA rate order. For OGS, as noted above, raise SWX
reflects growth from higher ‘17 base per :‘L: i
management guidance, SRE :
SR |
o Most sizable downward revision for NWN (-4%), W;C' :
reflecting growth from lower ‘17 base per NIR :
management guidance. x ]
ETECy—
NWN I ——
4% 3% 2% 1% 0% 1% 2% 3% 4%

Source: Bloomberg, USCA
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i
Q4’16 Themes — Updated Multiples i) Uolapital Adyisany

> Sector: After 4Q'16 earnings, downstream Price/EPS EV / EBITDA
names trade at an average ‘18 P/E of ~19.5x, 2017E m 2017 | 2018E | Yield Payout

EV/EBITDA of ~10.0x, 2.8% yield and 63% payout

ratio. During Q4, money flows reversed from Q3 G55 pistributors 24.1x  221x  114x 110x 2.6%  65%
on broad optimism following Trump electionand G55 pidstream 19.8« 189 106x 10.0x 27%  67%
despite positive domestic growth data and rising Median Gas Group 22.5x 20.8x 11.0x 11.0x 2.7% 65%
potential for Fed rate hikes near term.
4 0, 0,
Water Utilities: Among the sectors, safe- Regulated Electrics 19.6x 18.3x 9.2x 8.8x 2.8% 60%
. Regulated Electric/ Gas 19.5x 18.4x 10.5x 9.9x 3.3% 67%
haven water utes continue to trade the | . h . 16.9 101 9.7 3.6% 62%
richest, at ~23x P/E and ~11x EV/EBITDA, near  Electric/ Merchant L1 X X SO S .
. = . Median Electric Group 19.6x 18.3x 9.2x 8.8x 2.8% 60%
historic trading ranges and unchanged from
Qs.
Water Distributors 25.0x 23.0x 11.8x 11.1x 2.1% 57%

Gas Utilities: Gas utes trading at ~21x P/E and

~11x EV/EBITDA, one turn above Q3, inflated m
by ongoing M&A activity (WGL and DGAS

deals announced in recent months) and now

two turns above high end of historic trading

ranges.

Electric Utilities: Electric group trading at
~18x P/E and ~9x EV/EBITDA, one turn above
Q3, but still the most modest multiples among
the ute sectors. Unlike water and gas utes,
investors continue to discount slower growth
and concern over potentially high acquisition
premiums to be paid in future deals. Still,
shares trading at high end of historic ranges.

Source: Bloomberg, USCA
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Q4’16 Themes—Rising Interest Rates i) US-Capital Advisors

> ’17 Rate Hike Path: We expect treasury yields will Implied Fed Funds Rate
rise into 2H’17 from fiscal and legislative reforms 1.4%
under Trump and a Fed focused on stemming 13% <~ Today

inflationary pressures. 1.2%  ——1-Month Ago

Implied Fed Funds Rate expectations (chart :;:
upper right) currently assumes ~75 bps rise to 0.9%
~1.35% by year end, up from ~1.2% one month 0.8%
ago. 0.7%

0.6%

Fed rate hike path for ‘17 (chart lower right)

shows market currently sees ~35% probabilit
P P ! S S S S O S S S
for three rate hikes in’17 (orange line), up from & W _\x@* Y F ¢ F

25% at the beginning of the year and just 1%
during presidential election last November.

Market Implied '17 Rate Hikes Probabilities

Notably, probability for four rate hikesin’'17

(red line) has risen from ~10% to ~20% in last 408
35%
several weeks.

30%

> Impact on Utes: We expect rising rates will 25%

accelerate rotation away from defensive sectors 205

including utilities into 2H’17. Importantly, we 15%

expect the retreat may be dampened somewhat 10%

for gas distributors by reignited takeover 5%
speculation as Ute prices come down. 0% o - -

Jan-17 Feb-17 Mar-17

—]Hlke ——2HIkes o3 Hlkes ——4 Hikes

Source: Bloomberg, USCA
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|ﬁi' US.Capital Advisors
Q4’16 Themes—Midstream Project Status

Current Downstream Pipeline Projects by Company

. Costto Initial Current
Equity Total Cost Boostto | % Boostto " #
, Company Capacity Completion Completion Region
Ownership| (Smm) EPS* EPS
{Smm) Date

Company

EastenShore’  d00% 832 o

K White OsklLateral 100% SMmcf/d 2H-
- cpke 017 Expansmn = oox late 2017
ES Access Northeast 40% Nov 2018
NIR | Penntast e SRy y  Nov:
NJR  SRLPipeline ~ 100% %007 4%  180Mmcf/d  late2016 217 . Mid-Atlantic
M| PennEast 20% . $0106 n 6.6%M 1000 Mmcf/d . Nov'2017 2H-2018 Northeast
Sl Cape Atlantlc 100% $0.05 3% NA 2H-2018 2H- 2018 4 Mid-Atlantic
SR STLPipeline  100% %029 8%  400Mmcf/d  Mid2019  Mid2019 Midwest
SRE Ojinaga - El Encino 100% $0.03 0% 1,350 Mmcf/d Mar 2017 Mar 2017 Mexico
SRE San Isidro - Samalayuca  100% $0.02 0% 1,135 Mmcf/d Jan 2017 1H17 Mexico
) SRE ) Texas - Tuxpan 40% 2,600 Mmcf/d Oct 2018 Oct 2018 Mexico
" WGL. CentlPenn. . so% oo0n . Lo &  1700Mmef/d. 2H2017  Mid 2018
: W_GL 'Mountam Valley 10?{, o 2000Mmcf/d g Dec2018_

Dec 2018

“Constitution =~ - - 651Mmef/d
—_ swsse sms _-——__
USCA Estimates

*Assumes 50% equity, 11% ROE, and 4% financing
Access Northeast and Constitution are excluded from USCA calculations
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. TH . . )
Straight from the Source i} US.Capital Advisors

Below we highlight some interesting quotes from Q4’16 conference calls.

On Infrastructure Segment Strategic Fit

“I would just simply say that we have no interest in selling the business. We think the business is fine as long as the shareholder
values it, and today given where the stock price is, | would say we feel comfortable that the shareholders value it.”

- Carl Chapman, CEO, VVC

On Mexico Growth Opportunities

“We see amazing growth opportunities in Mexico and what we see there happening is that the markets that are opening are
creating additional opportunities for us. We see some electric transmission bids coming, renewables is a big focus -- they've set a
renewable portfolio standard, those bids we see going forward and then we're really interested some opportunities we see with
liquids pipelines and receiving terminals...We will be talking about a lot of opportunities that Carlos and his team have on the
drawing board right now when we get to our Analyst meeting and we're very excited about it.”

- Debbie Reed, CEO, SRE

On Bluewater Gas Acquisition

“...0n January 20, we signed an agreement to acquire Bluewater Gas Holding, which owns an underground natural gas storage
facility in Michigan. This facility can provide approximately 1/3 of the storage needs of our natural gas distribution companies in
Wisconsin. Bluewater will have a long-term service agreement with each of our three natural gas distribution companies in
Wisconsin. The earnings from this investment are expected to be the same as if the storage was owned by our local gas
distribution companies... This field has like 23.2 BCF in terms of working gas. That's about a third of our requirements. | do believe
you could do some additional expansion at the field and you could add some more waorking gas at the field.”

- Allen Leverett, CEO, WEC
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!!}_ﬁi US.Capital Advisors
Catalysts By Company

ATO: FERC rate order for pipeline segment and general rate case filings in CO and KS for gas utility ops by 3Q’17.
AWK: Rate orders seeking >670mm in rate hikes by mid ‘17. Closing on pending acquisitions adding ~40k customers.

AWR: Cost-of-capital filing in CA by late March, with final order and new metrics beginning in’18. New water and electric rate case
filings by mid ’17,

CPK: Focus on key gas expansions projects White Oak, ESNG and new 2017 Expansion line.

CWT: Cost-of-capital filingin CA by late March, with final order and new metrics beginningin ’18. Travis military base approval and
operation by mid ’17.

ES: Northern Pass siting order in NH by September. Access Northeast clarity and NSTAR Electric rate order in MA by year end.
NI: Rate order in VA seeking $29mm hike by mid ‘17.

OGS: Rate case filing in TX in 2H’17 with final order by year end.

NJR: New solar/wind project announcements. SRL Pipeline construction start by year end.

NWN: Mist Storage expansion construction, and OR rate case filing, into 2H’17.
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Eﬁﬁ US.Capital Advisors
Catalysts By Company — Continued

SJI: Initial"17 EPS guidance at AGA in May. SJG Pipeline construction start by mid’17. NJ rate case order by October.

SPKE: Potential acquisition announcement in 1H’17.

SR: MO general rate case filing by April. STL Pipeline approvals and construction start into 2H’17.

SRE: Cost-of-Capital Extension, and Aliso Canyon investigation findings, by mid’17.

SWX: AZ general rate case order by mid '17.

VVC: Final order from IN regulators on upsized Integrated Resource Plan (IRP) for clean generation and grid modernization by 2H’17.
WEC: Bluewater Gas approval in WI and construction start for two new gas-fired generation plants in Ml by 2H’17.

WTR: Rate orders seeking ~$6mm in rate hikes by year end. Closing on pending acquisitions adding ~9k customers. Possible
announcement of non-water acquisition.

WGL: VA and DC rate orders expected in 1H'17. Key focus on pending merger with AltaGas (ALA). Shareholder vote and regulatory
approvals expected into 2H'17.
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Eﬁi US.Capital Advisors
IMPORTANT DISCLOSURES

Analyst Certification:

I, Daniel Fidell, do hereby certify that the recommendations and opinions expressed in this research report accurately
reflect my personal views about any and all of the subject securities or issues discussed herein. Furthermore, 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. | do not own any shares directly or indirectly (or any derivative thereof) of the company that is subject to
this research report. Neither | nor any member of my household serves as an officer, director or advisory board member of
the company that is subject to this research report.

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.

Analysts’ Compensation:
Analysts’ compensation is not based on investment banking revenue and the analysts are not compensated by the subject
companies.

In the past 12 months, USCA has received investment banking or other revenue from Spark Energy (SPKE), Chesapeake
Utilities {CPK), Northwest Natural Gas (NWN) and South Jersey Industries (SJ1).

Additionally, within the next three months USCA may attempt to seek compensation for investment banking services from
the companies mentioned within this report
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!‘ﬁi‘ﬁ US.Capital Advisors
IMPORTANT DISCLOSURES

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.
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[l US.Capital Advisors
IMPORTANT DISCLOSURES

Price Target Methodology:

Our price targets for downstream stocks are developed through a combination of techniques, including relative and
absolute measures. We believe it is important to look at both types of valuation methods in order to get a full
understanding of a stock's trading dynamics. Our fair value estimate is based on a blended average of the two techniques.

Relative Valuation:

Utilities tend to trade on both projected earnings and cash flow. We believe investors should take both these
considerations into account equally. Utilities have traded between 15-23 times forward earnings and 7-10 times EV-to-
forward EBITDA over the last decade. With several utilities operating under fiscal years’ ending September 30, we typically
use “forward-year” projections for proper apples-to-apples comparisons. Accordingly, our fair value estimates currently
use our FY18 projections.

Absolute Valuation:

Given their status as income-producing investments, we believe it is also important to value utilities based on the value of
the future dividend streams. Unlike comparative valuation techniques, this method ignores the current or historic trading
multiple implied by the market. Our DDM assumes a midterm growth rate based on our FY16-FY18 estimates, a long-term
growth rate based on our forward projections using an assumed ROE (typically between 9-10%) and payout ratio (typically
60%-70%) and an equity risk premium using risk-free rates (currently 3.0%) and company Betas (average 0.8).

Risks:

An increase in interest rates, a poor regulatory decision, a decrease in commodity price volatility, bypass threat from large
industrial customers, a decline in the broad market or a decline in profits from non-regulated operations are among the
many potential risks to achieving our price targets.
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IMPORTANT DISCLOSURES Wil US Capital Advisors

Distribution of Ratings (as of March 22, 2017):

ecommendation

‘Overweight/Buy 52% Overweight/Buy

28 46%
“Underweight/Sell 1 2%

Historical Ratings and Price Targets may be found by clicking the link below:

USCA Rating and Price Target History

For hard a hard copy of our price target/ratings history or a hard copy of any report, please call 888-601-USCA (8722), or
write to U.S. Capital Advisors, 4444 Westheimer Suite G500, Houston TX 77027.

A list of common terms and abbreviations may be found by viewing our Glossary.

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. Past performance is no guarantee
of future results and no representation or warranty, expressed or implied, is made regarding future performance. Securities
mentioned herein may not be suitable for all investors. All investments involve risk including the loss of principal. For a copy
of a Security Futures Product Risk Disclosure Statement or to request additional information please contact a financial advisor
at (888) 601-8722. Securities offered through USCA Securities LLC, member FINRA/SIPC; Investment advisory services
offered through USCA RIA LLC and USCA Asset Management LLC; Municipal advisory services offered through USCA Municipal
Advisors LLC, member MSRB. ©Copyright 2017 U.S. Capital Advisors LLC, all rights reserved.
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NiSource, Inc Bank_ofAmerica”:;’
1Q17 adjusted EPS beats estimates; Merrill Lynch

guidance refined to top end of range

Reiterate Rating: NEUTRAL | PO: 26.00 USD | Price: 24.04 USD Equity | 02 May 2017

Strong 1Q17 beat as new rates take effect
This morning before market open, NI reported 1Q17 adjusted EPS of $0.71 versus the
BofAML/consensus estimates of $0.64/0.67, respectively. The beat was due to better- (us$) Previous Current

Key Changes

than-expected adjusted gross margins in both the Gas Distribution and Electric Price Ob} 200 %00
Operations segments. Management refined its 2017 guidance to the top end of the DITEEPS (5 =21
$1.12-1.18 range provided in 3Q16. AMBEEPS 12 1%
) . 2019EEPS 1.29 1.3
New ATM program allows for more balanced financing 2017E EBITDA (m) 15164 15171
This morning before market open, Ni also filed for a $500mn at-the market (ATM) equity 2018E EBITOA (m) 16239 16527
program. At its investor day in March, management noted it intends to issue $200- 2019E EBITDA (m) 17424 17688
300mn of equity annually to fund its $1.6-1.8bn of annual capex. In our view, the ATM is
a positive addition to NI’s financing options as it allows NI to more appropriately match
the timing of funding and capex while maintaining a healthy debt/equity capital profile. g:?:angfﬁ N
We previously incorporated $288/200mn of ATM equity in 2018/19. However, we revise MLPF&S 4
our estimates to incorporate $252/300/300mn of equity in 2017/18/19, respectively. ;;b?i?rﬁzfelngaml.com
Gas Distribution customer growth remains steady at 1% K
NI reported 1% YoY customer growth in its gas distribution segment, in-line with prior MLPF&S
- . : . . . . . +1 646 855 1861
year growth. Given NI’s service territories are located in regions with slower population kearpenter@barml.com
growth, particularly relative to Local Distribution Company (LDC) peers with operations Derek Walker
in metropolitan regions, we continue to believe overall earnings growth will be Research Analyst
: - . Ty : MLPF&S
predominantly driven by higher rates via NI's infrastructure investment programs. We +1 646 855 3715
note Columbia Gas of Virginia’s base rate case settlement, which included a $28.5mn derek b.walker@barml.com
annual revenue increase (versus $37mn requested) requested, was approved in March. {::sr;gr(j:mal "
However, we note interim rates went into effect at the requested rate in September MLPF&S 4
- +1 415 676 3537
2016 and are subject to refund. meng ge@bami com
Reiterate Neutral; bump PO to $26 PO il SR
We reiterate our Neutral rating but bump our PO to $26 (from $25) as we raise our 2019 MLPF&S ot
EPS estimates to $1.33 (from $1.29). Our 2019E P/E multiple of 19.5x compares to the e b e

. LDC peer average of 20.2x. In our view, NI should trade at a slight discount to LDC peers
g given its electric utility accounts for ~1/3 of NI’s earnings.

3
& Stock Data
3 Estimates (Dec)

E (Us$) 2015A 2016A 2017E 2018E 2019E Price 24.04USD
5 EPS 093 1.06 1.21 1.26 1.33 Price Objective 26.00 USD
T i (Yov) T HE Wk A o e S
2 ange (YO 2 Lh Ak .0% = 9.
2 Consensus EPS (Bioomberg) 117 124 132 Investment Opinion g 43 27
% DPS 051 0.64 0.70 074 079 52-Week Range 1,17 USD - 26.94 USD
2 Mrkt Val (mn) / Shares Out 7,782U8D /3237

. Valuation (Dec) (mn)

] 2015A 2016A 2017E 2018E 2019E Average Daily Value (mn) 69.95USD
¢ PE 25.8x 22.7x 19.9x 19.1x 18.1x BofAML Ticker / Exchange NI/NYS
} Srara o G I G e
£ Dividend Yie 5 7% i h 3% .
 Ev/ERITDA B Bx 23 M3 105 ROSANC) a3

Free Cash Flow Yield* 12%  86%  59%  £4% 6% Net Dbt to Eqty (Dec-20164) L)

* For full definitions of method** measures, see page 5.

BofA Merrill Lynch does and seeks to do business with Issuers 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 conslder this report as only a single factor In making
thelr Investment decislon.

Refer to Important disclosures on page 6 to 8. Analyst Certification on page 4. Price Objective
Basis/Risk on page 4. 11740950

Timestamp: 03 May 2017 03:26PM EDT




GAS-ROR-010
Attachment H

Paie 19 of 114

iQprofile™ NiSource, Inc

Company Sector

IQ@method™ — Bus Performance* Local Distribution Company

(US$ Millions) 2015A 2016A 2017E 2018E 2019E -
Retum on Capital Employed NA 33% 34% 36% 3.6% Company Description
Retum on Equity 15.5% 8.7% 9.3% 9.2% 9.0% . . o
Operating Margin 17.2% 191% 19.8% 20.0% 205% NiSource Inc. .(NI) is a fully-regulated utility
Free Cash Flow 9 672) (457) (497) (524) company serving approximately 3.5mn natural gas
customers and 500,000 electric customers across
seven states through its local Columbia Gas and
f@method ™! - Quality of Eamings* NIPSCO brands. NI generates substantially all of its
(USS Millions) 20154 2016A 217E 2018E 219E operating income through these rate-regulated
Cash Realization Ratio 4.9x 2.3x 2.7x 2.9 2.9x businesses
Asset Replacement Ratio 2.6x 2.7x 2.7x 3.0x 3.0x )
Tax Rate 41.6% 37.1% 36.7% 37.0% 37.0%
Net Debt-to-Equity Ratio 180.4% 193.6% 185.7% 173.7% 164.6%
Interest Cover 2.4x 2.5 2.7x 2.8x 2.9 Investment Rationale
NI's current market value more than reflects NI's
Income Statement Data (Dec) positivesiincluding 5-7% annual ear.nings/dividend
== growth via $30bn of infrastructure investments
(US$ Millions) 2015A 2016A 2017E 2018E 2019E
Sales 4652 4493 4811 5333 5591 over the next 20+ years and fully regulated
% Change NA -34% 7'.1% 10.8% 4.8% subsidiaries with regulated rates of return.
Gross Profit 3,008 3,102 3,245 3,422 3,583 Additionally, we believe NI's valuation should
% Change NA 3.1% 46% 5.5% 4.7% reflect its electric utility operations, which account
Esﬁl;T(?:\ange 13&: 2'192/70 17'5;0/70 1869532 172?2 f?rkafpproximatel‘y one-third of net rev.enue, and
Net Interest & Other Income (460) (348) (356) (374) (393) risk from operating across seven service
Net Income {Adjusted) 299 343 398 435 476 territories.
% Change NA 14.8% 16.0% 9.4% 9.4%
Free Cash Flow Data (Dec)
(US$ Millions) ‘ 2015A 2016A 2017E 2018E 2019E Stock Data
Net Income from Cont Operations (GAAP) 199 321 379 435 476
Deprecta.hon & Amorﬂzapon 524 547 563 587 620 Average Dally Volume 2,908,509
Change in Working Capital 440 (293) (64) 0 0
Deferred Taxation Charge 135 182 204 245 269 Quarterly Earnings Estimates
Other Adjustments, Net 158 46 1 0 0
Capital Expenditure (1,361) (1,475) {1,550) {1,766) (1,889) 2016 2017
Free Cash Flow 98 672 -457 497 -524 Q1 0.59A 0.71E
% Change NA NM 32.0% -8.9% -5.4% Q2 0.08A 0.10E
Q3 0.06A 0.07E
Q4 0.33A 0.34E
Balanca Sheet Data (Dec)
(US$ Millions) 2015A 2016A 2017E 2018E 2019E
Cash & Equivalents 16 26 19 23 99
Trade Receivables 660 847 814 814 814
Other Current Assets 902 889 629 629 629
Property, Plant & Equipment 12,112 13,068 14,106 15,284 16,554
Other Non-Current Assets 3,804 3,862 3,876 3,876 3,876
Total Assets 17,493 18,692 19,544 20,626 2197
Short-Term Debt 1,001 1,851 2,324 2,324 2,324
Other Current Liabilities 1,656 1,601 1,341 1,341 1,341
Long-Term Debt 5,949 6,058 6,116 6,416 6,941
Other Non-Current Liabilities 5,043 5110 5284 5530 5,798
Total Liabilities 13,649 14,621 15,064 15,610 16,403
Total Equity 3,844 4,071 4,480 5,017 5,568
Total Equity & Liabilities 17,493 18,692 19,544 20,626 21,971
* For full definitions of Qmethod* measures, see page 5.
Bankof America 2%
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Updating estimates

We update our estimates for 1Q17 results. Our 2017 EPS estimates increase as a result
of the strong 1Q17 beat. Our revised 2017/18/19 adjusted EPS of $1.21/1.26/1.33
(from 1.15/1.22/1.29) compare to consensus estimates of 1.17/1.24/1.32, respectively,
and our 2017E EPS is not slightly higher than management guidance. As mentioned
above, our estimates incorporate $252/300/300mn of equity $57/300/525mn of debt in
2017/18/19, respectively.

Table 1: LDC Comp Table

Current Cument  2016-19  Market

Ticker Name BofAML rating Price  Dividend  DPS Cap EV P/E* S&pP Moody's
$) Rate (%) CAGR(%)* ($mns) ($mns) 2017E 2018E 2019E credit rating credit rating
IATO Atmos Energy Corp B-1-7 Buy 80.72 22 6.7 8490 11,254 (227 215 202 A A2
SR Spire Inc A7 Buy 68.05 31 6.0 3113 5519 | 193 187 180 A- Baa2
NJR New Jersey Resources Comp B-37  Underperform | 40.10 25 6.6 3461 4342 (236 223 208 N/A N/A
NWN Northwest Natural Gas Co A-37  Underperform | 59.70 31 06 1,710 2481 | 278 258 241 A+ (P)A3
0GS ONE Gas Inc B-2-7 Neutral 69.52 24 95 3645 4809 (240 228 217 A A2
SRE Sempra Energy C1-7 Buy 11214 29 8.2 28103 44,146 (219 198 177 BBB Baal
SWX Southwest Gas Holdings Inc B-2-7 Neutral 83.93 24 101 3,991 6230 | 249 226 216 BBB+ N/A
UGl UGI Corp B-1-7 Buy 48.73 241 4.1 8427 12468 (210 195 179 N/A N/A
IWC Vectren Corp B-37  Underperform | 58.93 29 5.1 4888 6163 (227 214 203 A N/A
IWGL WGL Holdings Inc N/A No rating 82.93 25 47 4248 5997 [238 221 210 A A3
NI NiSource Inc B-2-7 Neutral 24.24 29 7.2 7,847 15028 (211 199 188 BBB+ Baa2
Sl South Jersey Industries inc 37.23 29 2960 3982 | 277 241 224 BBB+ N/A
IAverage 27 6.3 234 217 204
Source: Bloonberg for non-covered company , BofA Merrill Lynch Global Research
*Data as of May 02 2017

*2015-18 DPS CAGR is pro-rated for those names that IPOed during or after 2014 and used consensus DPS estimates when BofAML estimates are unavailable
*P/E ratios assume consensus EPS when BofAML estimates are unavailable

Bankof America 5~ .
Merrill Lynch NiSource, Inc | 02 May 2017 3
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Price objective basis & risk

NiSource, Inc (NI}

Our $26 PO is largely based on a target P/E muitiple of approximately 19.5x our FY19E
EPS of $1.33. We note this multiple is slightly below the LDC peer average but above
the small-mid cap electric utility average. We believe NI's 5-7% EPS/dividend growth
outlook, attractive regulated earnings profile and constructive legislation across NI's
service territories are more than reflected in NI's stock price. Upside risks to our PO are
better-than-expected customer growth, a sustained period of low interest rates and low
natural gas prices, and better than expected rate case outcomes. Downside risks to our
PO are a sustained period of economic weakness pressuring customer growth, interest
rate increases, high natural gas prices, and challenging steel production economics in
Indiana.

Analyst Certification

I, Gabe Moreen, hereby certify that the views expressed in this research report
accurately reflect my personal views about the subject securities and issuers. | also
certify that no part of my compensation was, is, or will be, directly or indirectly, related
to the specific recommendations or view expressed in this research report.

US - Natural Gas Utilities Coverage Cluster
BofA Merrill Lynch

Investment rating Company ticker Bloomberg symbol Analyst
BUY
Atmos Energy ATO ATOUS Gabe Moreen
Sempra Energy SRE SRE US Gabe Moreen
Spire SR SRUS Gabe Moreen
UGI Corporation UGl UGIUS Gabe Moreen
NEUTRAL
NiSource, Inc NI NI US Gabe Moreen
ONE Gas, Inc. OGS OGS US Gabe Moreen
Southwest Gas SWX SWXUS Gabe Moreen
UNDERPERFORM
New Jersey Resources Corporation NJR NJRUS Gabe Moreen
Northwest Natural Gas Co. NWN NWN US Gabe Mereen
Vectren Corp WC wWCus Gabe Moreen

ica
4 NiSource, Inc | 02 May 2017 ml:‘l;“fm::ca
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iQmethod™ Measures Definitions

Business Performance

Retum On Capital Employed

Return On Equity
Operating Margin
Eamings Growth
Free Cash Flow

Quality of Earnings
Cash Realization Ratio
Asset Replacement Ratio
Tax Rate

Net Debt-To-Equity Ratio
Interest Cover

Valuation Toolkit
Price / Eamings Ratio
Price / Book Value
Dividend Yield

Free Cash Flow Yield
Enterprise Value / Sales

EV/EBITDA

Numerator

NOPAT = (EBIT + Interest Income) * (1 - Tax Rate) + Goodwill Amortization

Net Income

Operating Profit

Expected 5-Year CAGR From Latest Actual
Cash Flow From Operations - Total Capex

Cash Flow From Operations

Capex

Tax Charge

Net Debt = Total Debt, Less Cash & Equivalents
EBIT

Current Share Price

Current Share Price

Annualised Declared Cash Dividend

Cash Flow From Operations - Total Capex

EV = Current Share Price * Current Shares + Minority Equity + Net Debt +
Other LT Liabilities

Enterprise Value

Denominator

Total Assets — Current Liabilities + ST Debt + Accumulated Goodwill
Amortization

Shareholders’ Equity

Sales

N/A

N/A

Net Income
Depreciation
Pre-Tax Income
Total Equity
Interest Expense

Diluted Eamings Per Share (Basis As Specified)
Shareholders’ Equity / Current Basic Shares

Current Share Price

Market Cap. = Current Share Price * Current Basic Shares
Sales

Basic EBIT + Depreciation +Amortization

Kamethod*™is the set of BofA Merrill Lynch standard measures that serve to maintain global consistency under three broad headings: Business Performance, Quality of Eamings, and validations. The key features of
iQmethod are: A consistently structured, detailed, and transparent methodology. Guidelines to maximize the effectiveness of the comparative valuation process, and to identify some common pitfalls.

odatabase® is our real-time global research database that is sourced directly from our equity analysts” eamings models and includes forecasted as well as historical data for income statements, balance sheets, and cash
flow statements for companies covered by BofA Merrill Lynch.
KQprofile, IQmethod™ are service marks of Bank of America Corporation. Adatabase *is a registered service mark of Bank of America Corporation.

BankofAmerica %%
Merrill Lynch

NiSource, Inc | 02 May 2017
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Disclosures

Important Disclosures

NI Price Chart

24-0ctN 22-Feb
Moreen PO:US$25
_ PO:US$24

1Jan15 1-dan-16 1-Jan-17"

B: Buy, N: Neutral, U: Underperform, PO: Price Objective, NA: No longer valid, NR: No Rating
The Investment Opinion System is contained at the end of the report under the heading *Fundamental Equity Opinion Key". Dark grey shading indicates the security is restricted with the opinion suspended. Medium grey
shading indicates the security is under review with the opinion withdrawn. Light grey shading indicates the security is not covered. Chart is current as of March 31, 2017 or such later date as indicated.

Equity Investment Rating Distribution: Energy Group (as of 31 Mar 2017)

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 109 49.77% Buy 84 77.06%
Hold 52 23.74% Hold 43 82.69%
Sell 58 26.48% Sell KL 58.62%
Equity Investment Rating Distribution: Global Group (as of 31 Mar 2017)

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 1578 51.33% Buy 979 62.04%
Hold 690 22.45% Hold 434 62.90%
Sell 806 26.22% Sell 381 47.27%

* Issuers that were investrment banking clients of BofA Merrill Lynch or one of its affiliates within the past 12 months. For purposes of this Investment Rating Distribution, the coverage universe includes only stocks. A
stock rated Neutral is induded as a Hold, and a stock rated Underperform is included as a Sell.

FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volatility Risk Rating, an Investment Rating and an Income Rating. VOLATILITY RISK RATINGS, indicators of potential
price fluctuation, are: A - Low, B - Medium and C - High. INVESTMENT RATINGS reflect the analyst’s assessment of a stock’s: (i) absolute total return potential and (ji)
attractiveness for investment relative to other stocks within its Coverage Cluster (defined below). There are three investment ratings: 1 - Buy stocks are expected to have a total
return of at least 10% and are the most attractive stocks in the coverage cluster; 2 - Neutral stocks are expected to remain flat or increase in value and are less attractive than
Buy rated stocks and 3 - Underperform stocks are the least attractive stocks in a coverage cluster. Analysts assign investment ratings considering, among other things, the 0-12
month total return expectation for a stock and the firm's guidelines for ratings dispersions (shown in the table below). The current price objective for a stock should be
referenced to better understand the total return expectation at any given time. The price objective reflects the analyst’s view of the potential price appreciation (depreciation).

Investment rating Total return expectation {within 12-month period of date of initial rating) Ratings dispersion guidelines for coverage cluster*
Buy 210% <70%
Neutral 2 0% < 30%
Underperform N/A 2 20%

* Ratings dispersions may vary from time to time where BofA Merrill Lynch Research believes it better reflects the investment prospects of stocks in a Coverage Cluster.

INCOME RATINGS, indicators of potential cash dividends, are: 7 - same/higher (dividend considered to be secure), 8 - same/lower (dividend not considered to be secure) and 9 - pays
no cash dividend. Coverage Cluster is comprised of stocks covered by a single analyst or two or more analysts sharing a common industry, sector, regicn or other classification(s). A stock’s
coverage cluster is included in the most recent BofA Merrill Lynch report referencing the stock.

Price charts for the securities referenced in this research report are available at http://pricecharts.baml.com, or call 1-800-MERRILL to have them mailed.

MLPF&S or one of its affiliates acts as a market maker for the equity securities recommended in the report: NiSource, Inc.

The issuer is or was, within the last 12 months, an investment banking client of MLPF&S and/or one or more of its affiliates: NiSource, Inc.

MLPF&S or an affiliate has received compensation from the issuer for non-investment banking services or products within the past 12 months: NiSource, Inc.

The issuer is or was, within the last 12 months, a non-securities business client of MLPF&S and/or one or more of its affiliates: NiSource, Inc

MLPF&S or an affiliate has received compensation for investment banking services from this issuer within the past 12 months: NiSource, Inc.

MLPF&S or an affiliate expects to receive or intends to seek compensation for investment banking services from this issuer or an affiliate of the issuer within the next three months: NiSource,
Inc.

MLPF&S or one of its affiliates is willing to sell to, or buy from, clients the common equity of the issuer on a principal basis: NiSource, Inc.

The issuer is or was, within the last 12 months, a securities business client (non-investment banking) of MLPF&S and/or one or more of its affiliates: NiSource, Inc.

BofA Merrill Lynch Research Personnel (including the analyst(s) responsible for this report) receive compensation based upon, among other factors, the overall profitability of Bank of America
Corporation, including profits derived from investment banking. The analyst(s) responsible for this report may also receive compensation based upon, among other factors, the overall
profitability of the Bank's sales and trading businesses relating to the class of securities or financial instruments for which such analyst is responsible.

Bankof America & o

6 NiSource, Inc | 02 May 2017 Merrill Lynch
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Other Important Disclosures

From time to time research analysts conduct site visits of covered issuers. BofA Merrill Lynch policies prohibit research analysts from accepting payment or reimbursement for travel expenses
from the issuer for such visits.

Prices are indicative and for information purposes only. Except as otherwise stated in the report, for the purpase of any recommendation in relation to: (i) an equity security, the price
referenced is the publicly traded price of the security as of close of business on the day prior to the date of the report or, if the report is published during intraday trading, the price referenced is
indicative of the traded price as of the date and time of the report; or (ii) a debt security (including equity preferred and CDS), prices are indicative as of the date and time of the report and are
from various sources including Bank of America Merrill Lynch trading desks.

The date and time of completion of the production of any recommendation in this report shall be the date and time of dissemination of this report as recorded in the report timestamp.

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related investments.

BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at http://go.bofa.com/coi.

*BofA Merrill Lynch” includes Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S’) and its affiliates. Investors should contact their BofA Merrill Lynch representative or
Merrill Lynch Global Wealth Management financial advisor if they have questions concerning this report. "BofA Merrill Lynch® and *Merrill Lynch® are each global brands for BofA
Merrill Lynch Global Research.

Information relating to Non-US affiliates of BofA Merrill Lynch and Distribution of Affiliate Research Reports:

MLPF&S distributes, or may in the future distribute, research reports of the following non-US affiliates in the US (short name: legal name, regulator): Merrill Lynch (South Africa): Merrill Lynch
South Africa (Pty) Ltd, regulated by The Financial Service Board; MLI (UK): Merrill Lynch International, regulated by the Financial Conduct Authority (FCA) and the Prudential Regulation Authority
{PRA); Merrill Lynch (Australia): Memill Lynch Equities (Austrafia) Limited, regulated by the Australian Securities and Investments Commission; Merrill Lynch {Hong Kong): Merrill Lynch (Asia
Pacific) Limited, regulated by the Hong Kong Securities and Futures Commission (HKSFC); Merrili Lynch (Singapore): Merrill Lynch (Singapore) Pte Ltd, regulated by the Monetary Authority of
Singapore (MAS}); Merrill Lynch {Canada): Merrill Lynch Canada Inc, regulated by the Investment Industry Regulatory Organization of Canada; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de
(V, Casa de Bolsa, regulated by the Comisién Nacional Bancaria y de Valores; Merrill Lynch (Argentina): Merrill Lynch Argentina SA, regulated by Comision Nacional de Valores; Merrill Lynch
(Japan): Merrill Lynch Japan Securities Co,, Ltd,, regulated by the Financial Services Agency; Merrill Lynch {Seoul): Merrill Lynch International Incorporated (Seoul Branch) regulated by the
Financial Supervisory Service; Merrill Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd, regulated by the Securities and Futures Bureau; DSP Merrill Lynch (India): DSP Merrilt Lynch Limited,
regulated by the Securities and Exchange Board of India; Merrill Lynch (Indonesia): PT Merrill Lynch Sekuritas Indonesia, regulated by Otoritas Jasa Keuangan (OJK); Merrill Lynch (Israel): Merrill
Lynch Israel Limited, regulated by Israel Securities Authority; Merrill Lynch (Russia): 000 Merill Lynch Securities, Moscow, regulated by the Central Bank of the Russian Federation; Merrill Lynch
{DIFC): Merrill Lynch International (DIFC Branch), regulated by the Dubai Financial Services Authority (DFSA); Merrill Lynch (Spain): Merrill Lynch Capital Markets Espana, SAS\V, regulated by
Comision Nacional del Mercado De Valores; Merrill Lynch (Brazil): Bank of America Merrill Lynch Banco Multiplo S.A., regulated by Comissdo de Valores Mobilirios; Merrill Lynch KSA Company,
Merrill Lynch Kingdom of Saudi Arabia Company, regulated by the Capital Market Authority.

This research report: has been approved for publication and is distributed in the United Kingdom (UK) to professional clients and eligible counterparties {as each is defined in the rules of the
FCA and the PRA) by MLI (UK) and Bank of America Merrill Lynch International Limited, which are authorized by the PRA and regulated by the FCA and the PRA, and is distributed in the UK to
retail clients (as defined in the rules of the FCA and the PRA) by Merrill Lynch International Bank Limited, London Branch, which is authorized by the Central Bank of Ireland and subject to
limited regulation by the FCA and PRA - details about the extent of our regulation by the FCA and PRA are available from us on request; has been considered and distributed in Japan by Merrill
Lynch (Japan), a registered securities dealer under the Financial Instruments and Exchange Act in Japan; is issued and distributed in Hong Kong by Merrill Lynch (Hong Kong) which is regulated
by HKSFC (research reports containing any information in relation to, or advice on, futures contracts are not intended for issuance or distribution in Hong Kong and are not directed to, or
intended for issuance or distribution to, or use by, any person in Hong Kong); is issued and distributed in Taiwan by Merrill Lynch (Taiwan); is issued and distributed in India by DSP Merrill Lynch
(India); and is issued and distributed in Singapore to institutional investors and/or accredited investors {each as defined under the Financial Advisers Regulations) by Merrill Lynch International
Bank Limited (Merchant Bank} (MLIBLMB) and Merrill Lynch (Singapore) (Company Registration Nos F 06872E and 198602883D respectively). MLIBLMB and Merrill Lynch (Singapore) are
regulated by MAS. Bank of America N.A, Australian Branch (ARBN 064 874 531), AFS License 412901 (BANA Australia) and Merrill Lynch Equities (Australia) Limited (ABN 65 006 276 795), AFS
License 235132 (MLEA) distribute this report in Australia only to 'Wholesale' clients as defined by s.761G of the Corporations Act 2001. With the exception of BANA Australia, neither MLEA nor
any of its affiliates involved in preparing this research report is an Authorised Deposit-Taking Institution under the Banking Act 1959 nor regulated by the Australian Prudential Regulation
Authority. No approval is required for publication or distribution of this report in Brazil and its local distribution is by Merrill Lynch (Brazil) in accordance with applicable regulations. Merrill Lynch
(DIFC) is authorized and regulated by the DFSA, Research reports prepared and issued by Merrill Lynch (DIFC) are done so in accordance with the requirements of the DFSA conduct of business
rules. Bank of America Merrill Lynch Intemational Limited, Frankfurt Branch (BAMLI Frankfurt) distributes this report in Germany and is regulated by BaFin.

This research report has been prepared and issued by MLPF&S and/or one or more of its non-US affiliates. MLPF&S is the distributor of this research report in the US and accepts full
responsibility for research reports of its non-US affiliates distributed to MLPF&S clients in the US. Any US person receiving this research report and wishing to effect any transaction in any
security discussed in the report sheuld do so through MLPF&S and not such foreign affiliates. Hong Kong recipients of this research report should contact Merrill Lynch (Asia Pacific) Limited in
respect of any matters relating to dealing in securities (and not futures contracts) or provision of specific advice on securities (and not futures contracts). Singapore recipients of this research
report should contact Merrill Lynch International Bank Limited (Merchant Bank) and/or Merrill Lynch (Singapore) Pte Ltd in respect of any matters arising from, or in connection with, this
research report.

General Investment Related Disclosures:

Taiwan Readers: Neither the information nor any opinion expressed herein constitutes an offer or a solicitation of an offer to transact in any securities or other financial instrument. No part of
this report may be used or reproduced or quoted in any manner whatsoever in Taiwan by the press or any other person without the express written consent of BofA Merrill Lynch.

This research report provides general information only. Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities or
other financial instrument or any derivative related to such securities or instruments (e.g., options, futures, warrants, and contracts for differences). This report is not intended to provide
personal investment advice and it does not take into account the specific investment objectives, financial situation and the particular needs of any specific person. Investors should seek
financial advice regarding the appropriateness of investing in financial instruments and implementing investment strategies discussed or recommended in this report and should understand
that statements regarding future prospects may not be realized. Any decision to purchase or subscribe for securities in any offering must be based solefy on existing public information on such
security or the information in the prospectus or other offering document issued in connection with such offering, and not on this report

Securities and other financial instruments discussed in this report, or recommended, offered or sold by Merrill Lynch, are not insured by the Federal Deposit Insurance Corporation and are not
deposits or other obligations of any insured depository institution (including, Bank of America, N.A). Investments in general and, derivatives, in particular, involve numerous risks, including,
among others, market risk, counterparty default risk and liquidity risk. No security, financial instrument or derivative is suitatle for all investors. In some cases, securities and other financial
instruments may be difficult to value or sell and reliable information about the value or risks related to the security or financial instrument may be difficult to obtain. Investors should note that
income from such securities and other financial instruments, if any, may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may
lose their entire principal investment. Past performance is not necessarily a guide to future performance. Levels and basis for taxation may change.

This report may contain a short-term trading idea or recommendation, which highlights a specific near-term catalyst or event impacting the issuer or the market that is anticipated to have a
short-term price impact on the equity securities of the issuer. Shert-term trading ideas and recommendations are different from and do not affect a stock's fundamental equity rating, which
reflects both a longer term total return expectation and attractiveness for investment relative to other stocks within its Coverage Cluster. Short-term trading ideas and recommendations may
be more or less positive than a stock's fundamental equity rating.

BofA Merrill Lynch is aware that the implementation of the ideas expressed in this report may depend upon an investor's ability te “short” securities or other financial instruments and that such
action may be limited by regulations prohibiting or restricting *shortselling” in many jurisdictions. Investors are urged to seek advice regarding the applicability of such regulations prior to
executing any short idea contained in this report.

Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in such securities and instruments,
including ADRs, effectively assume currency risk.

UK Readers: The protections provided by the U.K regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated by BofA Merrill Lynch entities
located outside of the United Kingdorm. BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at http://go.bofa.com/coi.
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MLPF&S or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. MLPF&S or one of its affiliates may, at any
time, hold a trading position (long or short) in the securities and financial instruments discussed in this report.

BofA Merrill Lynch, through business units other than BofA Merrill Lynch Global Research, may have issued and may in the future issue trading ideas or recommendations that are inconsistent
with, and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect the different time frames, assumptions, views and analytical
methods of the persons who prepared them, and BofA Merrill Lynch is under no obligation to ensure that such other trading ideas or recommendations are brought to the attention of any
recipient of this report.

In the event that the recipient received this report pursuant te a contract between the recipient and MLPF&S for the provision of research services for a separate fee, and in connection
therewith MLPF&S may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom MLPF&S has contracted directly and does not extend
beyond the delivery of this report (unless otherwise agreed specifically in writing by MLPF&:S). MLPF&S is and continues to act solely as a broker-dealer in connection with the execution of any
transactions, including transactions in any securities mentioned in this report.

Copyright and General Information regarding Research Reports:

Copyright 2017 Bank of America Corporation. All rights reserved. iQmethod, iQmethod 2.0, iQprofile, iQtoolkit, iQworks are service marks of Bank of America Corporation. iQanalytics®,
iQeustom®, iQdatabase® are registered service marks of Bank of America Corporation. This research report is prepared for the use of BofA Merrill Lynch clients and may not be redistributed,
retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of BofA Merrill Lynch. BofA Merrill Lynch Global Research reports are distributed
simultaneously to intemal and client websites and other portals by BofA Merill Lynch and are not publicly-available materials. Any unauthorized use or disclosure is prohibited. Receipt and
review of this research report constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, condlusion, or information contained in this report
{including any investment recommendations, estimates or price targets} without first obtaining expressed permission from an authorized officer of BofA Merrill Lynch.

Materials prepared by BofA Merrill Lynch Global Research personnel are based on public information. Facts and views presented in this material have not been reviewed by, and may not reflect
information known to, professionals in other business areas of BofA Merrill Lynch, including investment banking personnel. BofA Merrill Lynch has established information barriers between
BofA Merrill Lynch Global Research and certain business groups. As a result, BofA Merrill Lynch does not disclose certain client relationships with, or compensation received from, such issuers in
research reports. To the extent this report discusses any legal proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors
should consult their own legal advisers as to issues of law relating to the subject matter of this report. BofA Merrill Lynch Global Research personnel’s knowledge of legal proceedings in which
any BofA Merrill Lynch entity and/or its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving issuers mentioned in this report is based
on public information. Facts and views presented in this material that relate to any such proceedings have not been reviewed by, discussed with, and may not reflect information known to,
professionals in other business areas of BofA Merrill Lynch in connecticn with the legal proceedings or matters relevant to such proceedings.

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 any
securities. None of MLPF&S, any of its affiliates or their research analysts has any authority whatsoever to make any representation or warranty on behalf of the issuer(s). BofA Merrill Lynch
Global Research 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 information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to
seek tax advice based on their particular circumstances from an independent tax professional.

The information herein (other than disclosure information relating to BofA Merrill Lynch and its affiliates) was obtained from various sources and we do not guarantee its accuracy. This report
may contain links to third-party websites. BofA Merill Lynch is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content
contained on such third-party websites is not part of this report and is not incorporated by reference into this report. The inclusion of a link in this report does not imply any endorserment by or
any affiliation with BofA Merrill Lynch. Access to any third-party website is at your own risk, and you should always review the terms and privacy policies at third-party websites before
submitting any personal information to them. BofA Merrill Lynch is not responsible for such terms and privacy policies and expressly disclaims any liability for them.

Subject to the quiet period applicable under laws of the various jurisdictions in which we distribute research reports and other legal and BofA Merrill Lynch policy-related restrictions on the
publication of research reports, fundamental equity reports are produced on a regular basis as necessary to keep the investment recommendation current.

Certain outstanding reports may contain discussions and/or investment opinions relating to securities, financial instruments and/or issuers that are no longer current. Always refer to the most
recent research report relating to an issuer prior to making an investment decision.

In some cases, an issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any investment cpinion refating to such issuer (or
its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses and investment opinion(s) pertaining to such issuer (or its securities and/or
financial instruments) nor should the analyses or opinion(s) be considered a solicitation of any kind. Sales persons and financial advisors affiliated with MLPF&S or any of its affiliates may not
solicit purchases of securities or financial instruments that are Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies.

Neither BofA Merrill Lynch nor any officer or employee of BofA Merrill Lynch accepts any liability whatsoever for any direct, indirect or consequential damages or losses arising from any use of
this report or its contents.

8 NiSource, Inc | 02 May 2017 ml:léﬁif;:;ica@



GAS-ROR-010
Attachment H
Page 26 of 114

NI: Q1 Ahead of Expectations
m Daniel Ford, CFA to: smacioch 05/03/2017 11:17 AM
: Please respond to daniel.x.ford

This email was sent to: smacioch@nisource.com
USE CAUTION: This email was sent from an external source.

Equity Research | Instant Insights
3 May 2017

Daniel Ford, CFA +1 212 526 0836 daniel.x.ford@barclays.com BCI, US Completed:

Gregg Orrill + 1212 526 0865 gregg.orrill@barclays.com BCI, US 03-May-17,
15:16 GMT

Released:
03-May-17,

15:16 GMT

View email in browser

NiSource, Inc.

Q1 Ahead of Expectations

Stock Rating/Industry View: Equal Weight/Neutral

Price Target: USD 25.00

Price (02-May-2017): USD 24.24

Potential Upside/Downside: 3%

Tickers: NI

NI's Q117 operating EPS of $0.71 was ahead of the $0.66 consensus. On the investor call NI
management reiterated the 5-7% EPS annual growth guidance and stated that their 2017 EPS
guidance is in the upper-half of the $1.12-$1.18 range. We maintain our EPS estimates of $1.15 for
2017, $1.23 for 2018 and $1.33 for 2019.

Equity issuance. NI announced a $500M at-the-money sale of equity which we believe is consistent
with our assumption of $0.3B of annual equity issuance including DRIP. This program lasts through
the end of 2018.

Upcoming regulatory milestones. On the electric side, NI expects an order by the end of 2017 on
$400M of proposed environmental spending to comply with coal ash and related rules. On the gas side
the company filed in Ohio for extension of its infrastructure replacement program through 2022 and in
Maryland for $6M of rate relief. NI expects outcomes in these proceedings by year-end.

Q1’17 Operating EPS Ahead of Expectations

NI's Q1’17 operating EPS of $0.71 rose from $0.62 in Q1°16. GAAP results were $0.65 versus $0.58.
Q1’17 operating EPS excluded $0.06 of unfavorable weather versus normal and employee severance
costs incurred that are associated with the planned retirement of the Bailly plant in 2018.

Gas ($364M versus $330M in operating income). NI indicated that $61M of the improvement related
to rate cases and tracking mechanisms which is offset by $22M of related expenses. Other expense
increases included $14M from employee and administrative costs, $6M from outside services, $3M for
depreciation and $2M for property taxes.

Electric ($84M versus $72M in operating income). Sources of higher revenue included rate cases
($21M), tracking mechanisms (+$12M) and transmission recovery (+$6M). Normalized usage declined
by $3M. Expenses recovered through trackers rose $12M. Other expense increases included $7M for
materials and supplies, $6M for outside services and $3M for employee and administrative costs.
Amortization expense declined $4M.

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
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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.

For analyst certifications and important disclosures including, where applicable, foreign affiliate
disclosures, please click here.

Download the Barclays Live app

Edit my subscriptions profile | Unsubscribe me from this email

Important Consent Notice for Debt Research Subscribers employed by Issuers, Regulators, or Academic
Institutions: To the extent that you are subscribed to receive debt research reports from Barclays, you should be
aware that such reports are prepared for our institutional investor clients and are not subject to all of the
independence and disclosure standards applicable to debt research reports prepared for retail investors under US
FINRA Rule 2242. By subscribing you understand and agree that Barclays is providing such debt research reports to
you only for informational, regulatory, and/or academic purposes, as applicable, and not for the purpose of making
investment decisions regarding any debt securities. Any such recipients who do not consent to these conditions may
use the links above to unsubscribe.

This e-mail is intended only for the person to whom it was originally sent, and may contain information that is
confidential, proprietary, privileged or otherwise protected from disclosure. If you are not an intended recipient of
this message, please delete it and any attachments, and notify the sender that you have received it in error. Unless
specifically stated in the message or otherwise indicated, you may not duplicate, redistribute or forward this
message or any portion thereof, including any attachments, by any means to any other person, including any retail
investor or customer. Barclays uses your contact information to deliver information to you and reserves the right,
as permitted by applicable law, to monitor electronic communications. Barclays uses cookies and other tracking
technologies to collect information about recipients of electronic communications (such as internet protocol
addresses). Barclays uses the information collected to monitor the effectiveness, and extent and frequency of usage
of our products, and to further improve our products and our relationships with our clients. This message is not a
recommendation, advice, offer or solicitation, to buy/sell any product or service, and is not an official confirmation
of any transaction. Any opinions presented are solely those of the author and do not necessarily represent those of
Barclays. This message is subject to terms available at: www.barclays.com/emaildisclaimer. By messaging with
Barclays you consent to the foregoing. Barclays Bank PLC, a company registered in England (number 1026167)
with its registered office at 1 Churchill Place, London, E14 S5HP. This email may relate to or be sent from other

members of the Barclays group.
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NiSource Inc (NI)
Q1 EPS Beat; ATM Filed, and Robust Capex Continues

Citi's Take: NI posted solid Q1 results, filed a previously telegraphed ATM
program, and guided to upper end of 2017 earnings outlook as robust infrastructure
program investments continue.

1Q17 Review: NI's adj. EPS of $0.71 beat Street's $0.67 and Citi's $0.69, primarily
driven by strong execution on infrastructure modernization programs and electric
transmission projects. NiSource announced a $500mn ATM program, which with
debt offerings, is expected to fund $1.6 - $1.8bn/yr of growth spending until 2020.
As a reminder, the company guidance at the analyst day assumed a flat P/E
multiple for equity issuance pricing. Since the analyst day, the NI stock has rallied
which suggests less dilution from the use of the ATM than was guided earlier in “17.
Recently, NI announced a NiSource Finance and NiSource Inc merger, which
effectively has no material implications as cross debt guarantees already existed.

Gas Regulatory Update: Since the Analyst Day, NI had several regulatory
developments. Virginia had its $28.5mn revenue increase settlement approved (in
effect since Sept. 2016 subject to rebates). In April, PUCO approved Columbia Gas
of Ohio’s annual infrastructure replacement rider adjustment for the $235mn 2016
investment. On April 14, Columbia Gas of Maryland filed with the Maryland PSC to
adjust base rates to expedite the pipeline replacement and safety updates to
increase revenues by $6mn. In addition, Massachusetts DPU issued a decision to
allow recovery of its ~$69mn 2017 investment with rates effect as of May 1, 2017.

Electric Regulatory Update: |n 2017, NI 1) began recovery on part of the $1.25bn
NIPSCO 7-year electric infrastructure modernization program, 2) continues to wait
for a commission order on the $400mn NIPSCO environmental spending request,
and 3) moved forward on NIPSCO'’s two major electric transmission projects.

Implications: We keep our Buy rating on NI and raise the target price to $28 p/s,
reflecting peer-based muitiple expansion and solid management execution.

Pipelines & Gas Utilities
North America | United States

W Estimate Change
W Target Price Change

Buy 1

Price (03 May 17 16:00) US$24.01

Target price US$28.00
from US$25.00

Expected share price return 16.6%

Expected dividend yield 3.2%

Expected total return 19.8%
Market Cap US$7,772M
Price Performance
(RIC: NLN, BB: NIUS)
usp
26
25
2%
=]
22
2 .
3 30 31 31
Jun Sep Dec Mar

EPS (US$) Qi Q2 Q3 Q4 FY FC Cons
2016A 0.59A 0.084 0.06A 0.33A 1.06A 1.09A
2017E 0.71E 0.09E 0.07E 0.33E 1.20E 117E
Previous 0.69 0.11E 0.07€ 0.33E 1.20E na
2018E 0.67E 0.13E 0.10E 0.33E 1.23E 1.24E
Previous 0.66E 0.14E 0.10e 0.35 1.24E na
2019E 0.68E 0.17E 0.12E 0.36E 1.33E 1.32E
Previous 0.65E 0.18E 0.12E 0.38E 1.33E na

Source: Company Reports and dataCentral, Citi Research. FC Cons: First Call Consensus.

Faisel Khan, CFAAC
+1-212-816-2825
faisel khan@citi.com

Ryan Levine
+1-212-816-6555
ryan.levine@citi.com

Trieu Huynhtan
+1-212-816-7290
trieu.huynhtan@citi.com

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 "Fimm"), 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 onty
asingle factor in making their investment decision. Certain products (not inconsistent with the author's published research) are available only on Citi's portals.
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I
NIN: Fiscal year end 31-Dec

Price: US$24.01; TP: US$28.00; Market Cap: US$7,772m; Recomm: Buy

Profit & Loss (US$m) 2015 2016 2017E  2018E  2019E Valuation ratios 2015 2016 2017E 2018 2019E

Sales revenue 5,234 4,493 4812 4,988 5,193 PE(x) 17.3 2286 200 195 18.1

Cost of sales 2161 1937 2123 -2101  -2,169 PB(x) 20 19 18 17 16

Gross profit 3,073 2,555 2,689 2,887 3,023 EV/EBITDA (x) 1.5 123 118 112 106

Gross Margin (%) 58.7 56.9 55.9 579 58.2 FCF yield (%) 17 8.7 48 6.8 55

EBITDA (Adj) 1,586 1,405 1,526 1,657 1,807 Dividend yield (%) 4.1 28 30 32 34

EBITDA Margin (Adj) (%) 303 313 317 332 34.8 Payout ratio (%) 7 63 60 62 61

Depreciation -591 -547 -579 619 -863 ROE (%) 5.7 8.2 89 9.1 9.2

Amortisation 0 0 0 0 0 Cashflow (US$m) 2015 2016 2017E  2018E  20M9E

EBIT (Adj) 995 858 947 1,038 1,143 EBITDA 1,586 1,405 1,526 1,657 1,807

EBIT Margin (Adj) (%) 19.0 191 19.7 208 22.0 Working capital 147 -389 54 0 0

Net interest 417 -350 -359 -389 -416 Other -503 -219 -451 616 872

Associates 2 0 0 0 0 Operating cashflow 1,230 797 1,129 1,041 1,134

Non-op/Except 25 2 6 20 20 Capex -1,361 1,475 1513 1,599 -1,600

Pre-tax profit 632 510 594 669 748 Net acq/disposals 5 0 0 0 0

Tax -208 -189 -218 -248 -277 Other 3,301 -108 -32 0 0

Extraord./Min.Int./Pref div. -138 3 0 0 0 Investing cashflow 1945 1,583 1,545 -1,599  -1,600

Reported net profit 287 324 376 421 471 Dividends paid -263 -206 -236 -260 -286

Net Margin (%) 55 72 78 84 9.1 Financing cashflow -3,412 791 431 640 614

Core NPAT 443 344 395 421 471 Net change in cash 57 7 15 81 148

Per share data 2015 2016  2017E  2018E  2019E Free cashflow to stholders 431 678 -383 -558 -466

Reported EPS ($) 0.90 1.00 114 1.23 1.33

Core EPS ($) 1.39 1.06 1.20 1.23 1.33

DPS (3) 0.99 0.67 0.72 0.76 0.81

CFPS ($) 385 246 342 3.04 3.20

FCFPS ($) -0.41 -2.10 -1.16 -1.63 -1.31

BVPS ($) 12.10 12,65 13.40 14.26 15.17

Wtd avg ord shares (m) 310 314 320 333 us

Wtd avg diluted shares (m) 319 323 330 343 354

Growth rates 2015 2016 2017E  2018E  2019E

Sales revenue (%) -19.1 -142 71 3.7 41

EBIT (Adj) (%) -18.1 -13.8 104 96 10.2

Core NPAT {%) -183 224 15.0 6.6 118

Core EPS (%) -19.1 233 126 27 8.1

Balance Sheet (US$m) 2015 2016  2017E  2018E  2019E

Cash & cash equiv. 45 36 1 1 1

Accounts receivables 660 847 820 825 859

Inventory 537 494 468 470 486

Net fixed & other tangibles 13,776 14797 15798 16,778 17,715

Goodwill & intangibles 1,944 1,933 1,931 1,931 1,931

Financial & other assets 530 585 517 518 523

Total assets 17493 18692 19544 20533 21,525

Accounts payable 433 539 47 459 467

Short-term debt 1,001 1,851 2,324 2,324 2,324

Long-term debt 5,949 6,058 6,235 6,779 7,275

Provisions & other liab 6,266 6,172 6,114 6,109 6,112

Total liabilities 13649 14621 15143 15670 16,177

Shareholders' equity 3844 4,07 4,401 4,862 5,348

Minority interests 0 0 0 0 0

Total equity 3,844 4,071 4,401 4,862 5,348

Net debt (Adj) 6,904 7,873 8,547 9,091 9,587

Net debt to equity (Adj) (%) 179.6 1934 194.2 187.0 179.3

For definitions of the items in this table, please click here. \

C“dafac}entral

2 citivelocity.com



GAS-ROR-010

Attachment H
Page 30 of 114
NiSource Inc (NI) . n
3 May 2017 Citi Research

Figure 1. Avg Yrly Ratebase Growth (E) to Figure 2. Valuation Matrix
20/21

ATO 9.0-11.0% Asset

Value Unit Multiple Estimate

MDU 3.5-4.5%
NI 7.0-9.0%
e A Gas Distribution
oas e NIPSCO Gas - N 963 RateBase  1.6x 1,540
SWX 5.0-6.0% Columbia Gas - OH 2,148 Rate Base 1.8x 3,437
VG 5.0-6.0% Columbia Gas - PA 1,418 Rate Base 1.6x 2,269
\ . ’ Columbia Gas - VA 612 Rate Base 1.6x 979
Source: Company Reports, Citi Research Estimates Columbia Gas - KY 246  Rate Base e 203
Columbia Gas - MD 96 Rate Base 1.6x 153
BayState Gas - MA 678 Rate Base 1.6x 1,085
6,160 9,856
Blectric Utility

NIPSCO Bectric - IN 3,787 Rate Base 1.6x 6,059
Total Value of Hard Assets 15,915
Net Debt (7,066)
Others =
Implied Value of Equity 8,849
Shares Outstanding 3253
Irplied Equity Value p/s $27.20
[NAV Value per Share $27.20 |

Business Value Unit Multiple Estimate
Gas 903 EBIMDA 11.0x 9,936
Bectric 600 EBMDA 11.0x 6,599
Net Debt (7,066)
9,468
|EVIEBITDA Value per Share $29.11 |

Gas & Bectric Utilties $26.07

alue per Share 27.90
|DDM Val Sh. $

Business Value Unit Multiple Estimate
Utitties 1.20 BPS 22.0x $26.35
|P/EValue per Share $26.35 |

Source: Company Reports, Citi Research Estimates
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Figure 3. Quarterly Results Comparison
1Q17E

1Q17A
Adjusted EPS 0.71
Gas Revenue 1,175
Electric Revenue 422
0O&M 411
D&A 143
Other Taxes 76

Operating Income 447

Adjusted EBITDA 590

Source: Company Reports, Citi Research Estimates
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UnitDejta %Change
0.02 3%
(26) 2%

22 5%
(39) 9%
3 2%
(12) 13%
6 1%
8 1%

0.12 20%
136 13%
30 8%
56 16%
" 8%
5 7%
48 12%
59 1%
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NiSource Inc
Company description

NiSource Inc (NI) is primarily a regulated utility with an integrated network of gas
distribution in the Northeast, Mid-Atlantic, and Midwest. NiSource also operates an
electric utility in Northern Indiana. The company serves around 4 million customers
across seven states through its two main business segments, including: 1) Gas
Distribution, which delivers natural gas in several states; 2) Electric Operations,
which consist of NiSource’s regulated electric utility, Northern Indiana Public Service
Company (NIPSCO).

Investment strategy

We rate the shares of NiSource (NI) Buy (1). We believe NI's long-term earnings are
relatively stable due to diverse operations areas and constructive regulatory
jurisdictions. Our estimates do not include: 1) Substantial industrial load growth at
the utilities; 2) Colder-than-normal weather and faster than average customer
growth; or 3) Slower than typical timeline in regulatory filing and approval process
for new infrastructure projects and cost recovery mechanisms.

Valuation

We average multiple valuation methodologies to derive our $28 target price. Our
NAV yields a value of $27. We value regulated assets at a multiple of 1.6x 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 $28 per
share. Our P/E and EV/EBITDA analyses yield values of $27 and $29 per share,
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 — N! 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. (4) Capital Markets — Access to cheap capital markets could be limited
due to the size of the company. 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.

5 citivelocity.com
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Appendix A-1
Analyst Certification

The research analysts primarily responsible for the preparation and content of this research report are either (i) designated by “AC” in the author
block or (i) listed in bold alongside content which is attributable to that analyst. If multiple AC analysts are designated in the author block, each
analyst is certifying with respect to the entire research report other than (a) content attributable to another AC certifying analyst listed in bold
alongside the content and (b) views expressed solely with respect to a specific issuer which are attributable to another AC certifying analyst
identified in the price charts or rating history tables for that issuer shown below. Each of these analysts certify, with respect to the sections of the
report for which they are responsible: (1) 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; 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
that research analyst in this report.

IMPORTANT DISCLOSURES

NiSource Inc (NI)

Ratings and Target Price History
Fundamental Research

Analyat Faisel Khan, CFA

Date Rating Terget Price Clasing Price Date Ratiog Target Price Clasing Price
[] B-w-141818355 2 “18.72 15.49 21-Jul-16 0045:08 2 *27.00 2548
[Z] 19-Apr-16 230000 2 *18.08 16.98 [4] 13-Dec-16 22:21:38 11 *25.00 2.1
“incicates Change Rating/target price changes above reflect Eastem Time
usp
NiSource Inc (NI) | sl
Ratings and Target Price History ¢ Notcovered - - .-
Best Ideas Research ] Lt o
Relative Call (3 Month) e " TR paol
Anglyst: Faisel Khan, CFA i ol Tt
20 g
H ‘,r-.','\_‘
: . w,':,.. Tty
5 XN

“indicates Change RatingRarget price changes above reflect Eastern Time

Due to Citi advising NiSource Inc (the ‘Company') on the spin-off of off its pipeline & midstream assets into a publicly traded company, Columbia Pipeline
Group, Citi Research suspended its rating and farget price on 28 September 2014 (the "Suspension Date'). Please note that the Company price chart that
appears in this report and is available on Citi Research's disclosure website does not reflect that Citi Research did not have a rating or target price between
the Suspension Date and 19 April 2015 when Citi Research resumed full coverage.

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.
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Disclosure for investors in the Republic of Turkey: Under Capital Markets Law of Turkey (Law No: 6362), the investment information, comments and
advices given herein are not part of investment advisory activity. Investment advisory services are provided by authorized institutions to persons and entities
privately by considering their risk and return preferences. Whereas the comments and advices included herein are of general nature. Therefore, they may
not fit to your financial situation and risk and return preferences. For this reason, making an investment decision only by relying on the information given
herein may not give rise to results that fit your expectations. Furthermore, Citi Research is a division of Citigroup Global Markets Inc. (the “Firm"), which does
and seeks to do business with companies and/or trades on securities covered in this 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.

Analysts’ compensation is determined by Citi Research management and Citigroup’s senior management and is based upon activities and services intended
to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates (the “Firm"). Compensation is not linked to specific transactions or
recommendations. Like all Firm employees, analysts receive compensation that is impacted by overall Firm profitability which includes investment banking,
sales and trading, and principal trading revenues. One factor in equity research analyst compensation is arranging corporate access events between
institutional clients and the management teams of covered companies. Typically, company management is more likely to participate when the analyst has a
positive view of the company.

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
fransactions 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.

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 [EEWYB6412478]. 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 note/report regarding the subject company. Pursuant to the Market Abuse Regulation a history of all Citi Research recommendations
published during the preceding 12-month period can be accessed via Citi Velocity (https:/www.cifivelocity.com/cv2) or your standard distribution portal.
Historical disclosures (for up to the past three years) will be provided upon request.

Citi Research Equity Ratings Distribution

12 Month Rating Catalyst Watch
Data current as of 31 Mar 2017 B ....Buy Hold  Sell Buy Hold _Sell
Citi Research Global Fundamental Coverage 47% 39% 14% 1%  98% 1%
% of companies in each rating category that are investment banking clients 64% 63% 61% 61% 64% 47%

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 retumn
("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/for 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.
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 retums 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.

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.

Catalyst Watch Upside/Downside calls:

Citi Research may also include a Catalyst Watch Upside or Downside call to highlight specific near-term catalysts or events impacting the company or the
market that are expected to influence the share price over a specified period of 30 or 90 days. A Catalyst Watch Upside (Downside) call indicates that the
analyst expects the share price to rise (fall} in absolute terms over the specified period. A Catalyst Watch Upside/Downside call will automatically expire at
the end of the specified 30/90 day period; the analyst may also close a Catalyst Watch cali prior to the end of the specified period in a published research
note. A Catalyst Watch Upside or Downside call may be different from and does not affect a stock’s fundamental equity rating, which reflects a longer-term
fotal absolute return expectation. For purposes of FINRA ratings-distribution-disclosure rules, a Catalyst Watch Upside call corresponds to a buy
recommendation and a Catalyst Watch Downside call corresponds to a sell recommendation. Any stock not assigned to a Catalyst Watch Upside or Catalyst
Watch Downside call is considered Catalyst Watch Non-Rated (CWNR). For purposes of FINRA ratings-distribution-disclosure rules, we correspond CWNR
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to Hold in our ratings distribution table for our Catalyst Watch Upside/Downside rating system. However, we reiterate that we do not consider CWNR to be a
recommendation. For all Catalyst Watch Upside/Downside calls, risk exists that the catalyst(s) and associated share-price movement will not materialize as
expected.

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 FINRA Rule 2241 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; Ryan Levine; Trieu Huynhtan

OTHER DISCLOSURES

Any price(s) of instruments mentioned in recommendations are as of the prior day's market close on the primary market for the instrument, unless otherwise
stated.

The completion and first dissemination of any recommendations made within this research report are as of the Eastern date-time displayed at the top of the
Product. If the Product references views of other analysts then please refer to the price chart or rating history table for the date/time of completion and first
dissemination with respect to that view.

European regulations require that where a recommendation differs from any of the author’s previous recommendations conceming the same financial
instrument or issuer that has been published during the preceding 12-month period that the change(s) and the date of that previous recommendation are
indicated. For fundamental coverage please refer to the price chart or rating change history within this disclosure appendix or the issuer disclosure summary
at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.

European regulations 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.

The proportion of all Citi Research fundamental research recommendations that were the equivalent to “Buy”,"Hold","Sell” at the end of each quarter over the
prior 12 months (with the % of these that had received investment firm services from Citi in the prior 12 months shown in brackets) is as follows: Q1 2017
Buy 32% (70%), Hold 45% (63%), Sell 24% (56%); Q4 2016 Buy 31% (71%), Hold 45% (64%), Sell 24% (58%); Q3 2016 Buy 32% (68%), Hold 44% (64%),
Sell 24% (61%); Q2 2016 Buy 31% (68%), Hold 45% (63%), Sell 24% (61%).

Citigroup Global Markets India Private Limited and/or its affiliates may have, from time to time, actual or beneficial ownership of 1% or more in the debt
securities of the subject issuer.

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-praprietary electronic distribution platforms. Certain research may be disseminated only via the Firm'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 the Firm and legal and regulatory constraints.

Pursuant to Comisséo 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.

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. 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.
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. Aithough Citi Research does not set a predetermined frequency for publication, if the Product is a
fundamental equity or credit research report, it is the intention of Citi Research to provide research coverage of the covered issuers, including in response to
news affecting the issuer. For non-fundamental research reports, Citi Research may not provide regular updates to the views, recommendations and facts
included in the reports. Notwithstanding that Citi Research maintains coverage on, makes recommendations conceming or discusses issuers, Citi Research
may be periodically restricted from referencing certain issuers due to legal or policy reasons. Citi Research may provide different research products and
services to different classes of customers {for example, based upon long-term or short-term investment horizons) that may lead to differing conclusions or
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recommendations that could impact the price of a security contrary to the recommendations in the altemative research product, provided that each is
consistent with the rating system for each respective product.

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 consuit 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.

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. Citigroup Global Markets Australia Pty Limited is not an Authorised Deposit-Taking Institution under the Banking Act 1959, nor is it regulated by the
Australian Prudential Regulation Authority. 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 - Comiss&o de Valores
Mobiliarios ("CVM"), BACEN - Brazilian Central Bank, APIMEC - Associagao dos Analistas e Profissionais de Investimento do Mercado de Capitais and
ANBIMA - Associagao Brasileira das Entidades dos Mercados Financeiro e de Capitais. Av. Paulista, 1111 - 14° andar(parte) - CEP: 01311920 - S&o 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 Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer
Finanzdienstieistungsaufsicht {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 (CGM), which is regulated by the Securities and Exchange Board of India (SEBI), as a Research Analyst
(SEBI Registration No. INH000000438). CGM is also actively involved in the business of merchant banking, stock brokerage, and depository participant, in
India, and is registered with SEBI in this regard. CGM's registered office is at 1202, 12th Floor, FIFC, G Block, Bandra Kurla Complex, Bandra East, Mumbai
—400051. CGM's Corporate Identity Number is U39999MH2000PTC 126657, and its contact details are: Tel:+3102261759999 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 laws and regulations, and may not be offered or sold within the termitory 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
PRA and regulated by the FCA and the PRA. 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.kriwebsquare/index jsp?w2xPath=/wg/fundMgr/DISFundMgrAnalystList. xmi&divisionld=MDIS030020020000008&serviceld=SDIS03002
002000. 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") fo its clients and CGMM takes responsibility for its contents. CGMM is regulated by
the Securities Commission of Malaysia. Please contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang, 50450 Kuala Lumpur, Malaysia in respect
of any matters arising from, or in connection with, the Product. The Product is made available in Mexico by Acciones y Valores Banamex, S.A. De C. V.,
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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 Phifippines 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 AO Citibank, which is licensed to camry 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. 8-10 Gasheka
Street, 125047 Moscow. The Product is made available in Singapore through Citigroup Global Markets Singapore Pte. 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 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/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 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 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
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 Productis made available in Thailand through Citicorp Securities
(Thailand) Ltd., which is regulated by the Securities and Exchange Commission of Thailand. 399 Interchange 21 Building, 18th Floor, Sukhumvit Road,
Klongtoey Nua, Wattana ,Bangkok 10110, 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 ("DF SA") 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 Financial 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 o 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.

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.
Citi Research product may source data from dataCentral. dataCentral is a Citi Research proprietary database, which includes the Firm'’s estimates, data
from company reports and feeds from Thomson Reuters. The printed and printable version of the research report may not include all the information (e.g.,
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certain financial summary information and comparable company data) that is linked to the online version available on the Firm's proprietary electronic
distribution platforms.

© 2017 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. The research data in this report is not intended
to be used for the purpose of (a) determining the price or amounts due in respect of one or more financial products or instruments and/or (b) measuring or
comparing the performance of a financial product or a portfolio of financial instruments, and any such use is strictly prohibited without the prior written
consent of Citi Research. 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 other MSCl 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 hyperiinks 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 hyperiinks to website material of the Firm) 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 the Product or the website of the Firm shall be at your own risk and the Firm shall have no liability arising out of, or in connection with, any such
referenced website.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST

for access to Citi's cross-asset research, commentary, data and analytics. CitiVELOCI TY"‘)
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Company Statistics
Market Capitalization (M): $7,772
Shares Qutstanding (M): 324
Dividend: $0.70
Dividend Yield: 2.9%
Payout Ratio: 60.0%
Expected Total Retum: 0.8%
Fiscal Year End Dec
Earnings Summary
2017E 2018E 2019E
EPS $1.17 $1.23 $1.31
FY $1.15 - -
P/E 20.6x 19.6x 18.3x
EPS vs Consensus (0.3)% (1.0)% (0.4)%
Consensus EPS $1.17 $1.24 $1.32
Consensus P/E 20.5x 19.4x 18.2x
1 Year Price History
NiSource Inc vs. S&P 500
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Source: FactSet

Good Start To The Year, '17 EPS Expected
In The Upper Half Of Guidance Range

Increasing Our ’17 Estimate Slightly, Rating In Line With
$23.50 PT

NI reported Q1 ‘17 adjusted EPS of $0.71 vs. consensus of $0.67
and prior year of $0.62. Adjusted EPS is normalized for weather,
whether it is better or worse than normal. This quarter the weather
ha particularly acute negative impact. GAAP EPS, including $0.06 of
milder weather impact was $0.65. Consolidated operating income was
$47.7 million higher compared to prior year primarily driven by the
gas segment which was $33.6 million higher compared to prior year.
Higher net revenues of $84.8 million from rate increases and customer
growth were offset by higher operating expense of $51.2million, driven
by higher taxes, employee related costs, outside services, and higher
depreciation. Electric segment was $12.2 million higher compared to
prior year as higher net revenues of $36.5 million from rate increases
were offset by higher operating expense of $24.3million, driven by higher
materials and supplies, employee related costs, outside services, and
higher depreciation. Corporate/Other was $1.9 million favorable primarily
due unrealized gains on the cash surrender value of corporate owned
life insurance investments.

2017 EPS expected to be in the upper half of guidance range. NI
expects to be in the upper half of the earnings guidance range of $1.12 -
$1.18 per share for '17 and reiterated its long term earnings and dividend
growth outlook of 5-7% through '20. The company announced up to a
$500MM annual equity at the market program (ATM) which will in part
fund the $1.6 - $1.8 billion projected annual cap-x investment through
'20 and is in synch with NiSource's projections of $200MM - $300MM
equity issuance per year given at their analyst day in early 2017. We are
increasing our '17 EPS estimate to $1.17 versus our previous estimate
of $1.15 as we factor in the better than expected Q1 performance.

Our estimates of $1.23/$1.31 for “18/'19 are unchanged. We model
total rate base growing ~8% through '19 towards the low end of
company's consolidated rate base growth guidance range of 8-10%.
This is driven by ~$1.7B of annual cap-x investment at the midpoint
of company's guidance range of $1.6B - $1.8B. Our '16 through '19
forecast reflects an EPS CAGR of ~7% vs. 8% rate base growth due to
equity dilution, achieving the high end company’s long term EPS growth
guidance of 5-7%. There could still be modest upside to our forecast if the
cap-x investment trends to the high end of company’s guidance range. A
$100mincrease in cap-x for'18-'19 if it carried through to rate base would
increase earnings power in 2019 by ~$0.02/share or 1.5% vs. our current
'19 estimate assuming they equitize 50% of that incremental spend. That
could increase the EPS growth rate over the forecast period by 0.5%.

Please see the analyst certification and important disclosures on page 3 of this report. Evercore ISl and affiliates do and seek to do business with
companies covered in its research reports. 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. © 2017. Evercore Group L.L.C. All

rights reserved.
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Target price still $23.50, keeping In Line rating. Our $23.50 price targetis 17.9x our 2019 EPS
forecast, an ~11% premium to our average regulated utility target multiple of 16.2x. We think a
significant premium is warranted especially relative to predominantly electric utilities that are, in
our view, facing a more challenging growth profile creating medium to longer term headwinds
for rate base growth. Our valuation is tempered by NI's high parent leverage. As we said earlier
there could be modest EPS upside if NI spends at the high end of cap-x guidance. At our current
target multiple that would mean upside to $24/share. The utility group is now at +/-17.1x P/E on
FY ’19 EPS, a turn higher than our 16.2x target multiple.

Rate case update: On 03/17/17 a settlement was approved in the Virginia base rate case
authorizing $28.5 million rate increase, interim rates have been in effect since 09/28/16.
Company's Maryland subsidiary filed for a $6 million rate increase request on 04/14/17 with a
final order expected by year end.

Merger of NI's financing entities. In an 8-K filed on 04/26/17 NiSource announced merger
of company’s wholly-owned subsidiaries, NiSource Finance Corp. (“NiSource Finance”) and
NiSource Capital Markets, Inc. (“NiSource Capital”), with and into NiSource to simplify the overall
corporate structure. The mergers are expected be completed by second half of 2017 following
the receipt of approvals from state utility commissions and other stakeholders including the
Company’s Board of Directors.

NI subsidiary NIPSCO projects retirement of 50% of coal capacity by 2023. NiSource’s
largest subsidiary Northern Indiana Public Service Company (NIPSCO), which serves about
810,000 natural gas and 460,000 electric customers on 11/01/16, submitted its Integrated
Resource Plan to the IURC that outlines NIPSCO's plans to meet its customers' anticipated
long-term energy needs. Under the plan, NIPSCO is proposing to retire 50% of its coal-fired
generating fleets by the end of 2023 including Bailly Generating Station Units 7 and 8 and R.M.
Schahfer Generating Station Units 17 and 18. The Midcontinent Independent System Operator
has approved closure of Bailly Units 7 and 8 by mid-2018. Assuming the plants were to stay
open, over the next seven years NIPSCO would expect to incur ~$1 billion in additional costs
at those plants to comply with new environmental regulations such as such as the U.S. EPA's
final coal ash and effluent rules, which take effect starting in 2018. NIPSCO in its plan provided
an expected view of replacement capacity in the middie of the next decade, predominantly
combined cycle generation, analyzing a range of options including power purchases, energy
efficiency, and new renewable. The plan is currently being reviewed by various stakeholders,
should this proposal move through the review process and be implemented it could be positive
for ratepayers and shareholders, moving away from older and expensive coal fired plants to
more environmentally attractive options that could be more cost efficient like combined cycle
gas plants.

Valuation: See "Target price" paragraph above.

Risks to our thesis. Using our proprietary Dividend Discount Model we value NI at $23.50/
share, which is 17.9x our 2019 EPS estimate of $1.31. The majority of NiSource’s net revenues
are subject to economic regulation and are exposed to the impact of regulatory rate reviews and
proceedings; risks to our thesis include unfavorable regulatory outcomes leading to lower rate
base growth and/or lower allowed or earned ROE's. Upside to our thesis would be driven by
further increase in capital spending leading to accelerating rate base growth due to favorable
regulatory treatment of such spending and or rising authorized/earned ROE'’s.
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COMPANIES UNDER COVERAGE BY AUTHOR

Price Evercore IS]
Symbol Company Rating (2017-05-03) Target
AEE Ameren Corp. In Line $54.25 $54.50
AEP American Electric Power In Line $68.01 $66.50
AGR Avangrid Inc In Line $43.88 $43.50
CPN Calpine Corp. Outperform $9.91 $16.00
CNP CenterPoint Energy, Inc. In Line $28.19 $27.00
CMS CMS Energy Corp. Outperform $45.32 $45.50
ED Consolidated Edison Inc. In Line $79.26 $74.00
D Dominion Resources Inc. In Line $77.22 $74.00
DTE DTE Energy Co. In Line $104.26 $102.00
DUK Duke Energy Corp. In Line $82.39 $79.00
DYN Dynegy Inc. Outperform $6.33 $15.00
EIX Edison International In Line $79.11 $78.25
ETR Entergy Corp. In Line $76.26 $76.00
ES Eversource Energy In Line $59.22 $57.50
EXC Exelon Corp. Outperform $34.46 $39.00
FE FirstEnergy Corp. In Line $29.03 $30.00
GXP Great Plains Energy Incorporated Outperform $28.95 $31.00
HE Hawaiian Electric Industries Inc. Underperform $33.58 $31.00
HIFR InfraREIT, Inc. Outperform $19.03 $19.00
NEE NextEra Energy Inc Outperform $134.02 $137.00
NI NiSource Inc In Line $24.24 $23.50
NRG NRG Energy Inc. QOutperform $15.77 $20.00
NYLD NRG Yield, Inc. Outperform $17.30 $20.00
PCG PG&E Comp. Outperform $66.79 $67.50
PNW Pinnacle West Capital Corp. In Line $84.70 $81.50
PNM PNM Resources, Inc In Line $36.85 $36.00
PPL PPL Corp. In Line $38.04 $36.00
PEG Public Service Enterprise Group In Line $43.87 $45.00
SRE Sempra Energy Outperform $112.14 $115.00
SO Southern Co. In Line $49.51 $48.00
AES The AES Corporation Outperform $11.30 $12.25
WEC WEC Energy Group, Inc. In Line $60.65 $58.50
WR Westar Energy Inc. In Line $52.67 $49.00
XEL Xcel Energy Inc. In Line $44.81 $44.00

TIMESTAMP
(Article 3(1)e and Article 7 of MAR)

Time of dissemination: May 03, 2017, 18:40 ET.
ANALYST CERTIFICATION

The analysts, Greg Gordon and Durgesh Chopra, primarily responsible for the preparation of this research report attest to the following: (1) that
the views and opinions rendered in this research report reflect his or her personal views about the subject companies or issuers; and (2) that no
part of the research analyst's compensation was, is, or will be directly related to the specific recommendations or views in this research report.

DISCLOSURES

This report is approved and/or distributed by Evercore Group LLC (‘Evercore Group”), a U.S. licensed broker-dealer regulated by the Financial
Industry Regulatory Authority (“FINRA”), and International Strategy & Investment Group (UK) Limited (“ISI UK"), which is authorised and regulated
in the United Kingdom by the Financial Conduct Authority. The institutional sales, trading and research businesses of Evercore Group and IS|
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UK collectively operate under the global marketing brand name Evercore IS| (“Evercore I1SI”). Both Evercore Group and ISI UK are subsidiaries
of Evercore Partners Inc. ("Evercore Partners”). The trademarks, logos and service marks shown on this report are registered trademarks of
Evercore Partners.

The analysts and associates responsible for preparing this report receive compensation based on various factors, including Evercore Partners’
total revenues, a portion of which is generated by affiliated investment banking transactions. Evercore ISI seeks to update its research as
appropriate, but various regulations may prevent this from happening in certain instances. 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 judgment.

Evercore IS| generally prohibits analysts, associates and members of their households from maintaining a financial interest in the securities

of any company in the analyst's area of coverage. Any exception to this policy requires specific approval by a member of our Compliance
Department. Such ownership is subject to compliance with applicable regulations and disclosure. Evercore ISI also prohibits analysts, associates
and members of their households from serving as an officer, director, advisory board member or employee of any company that the analyst
covers.

This report may include a Tactical Call, which describes a near-term event or catalyst affecting the subject company or the market overall and
which is expected to have a short-term price impact on the equity shares of the subject company. This Tactical Call is separate from the analyst's
long-term recommendation (Outperform, In Line or Underperform) that reflects a stock’s forward 12-month expected return, is not a formal rating
and may differ from the target prices and recommendations reflected in the analyst's long-term view.

Applicable current disclosures regarding the subject companies covered in this report are available at the offices of Evercore ISI, and
can be obtained by writing to Evercore Group LLC, Attn. Compliance, 666 Fifth Avenue, 11th Floor, New York, NY 10103.

Evercore Partners and its affiliates, and / or their respective directors, officers, members and employees, may have, or have had, interests or
qualified holdings on issuers mentioned in this report. Evercore Partners and its affiliates may have, or have had, business relationships with the
companies mentioned in this report..

Additional information on securities or financial instruments mentioned in this report is available upon request.

Ratings Definitions
Current Ratings Definition

Evercore ISI's recommendations are based on a stock’s total forecasted return over the next 12 months. Total forecasted return is equal to the
expected percentage price return plus gross dividend yield. We divide our stocks under coverage into three primary ratings categories, with the
following return guidelines:

Outperform — the total forecasted return is expected to be greater than the expected total return of the analyst's coverage universe

In Line — the total forecasted return is expected to be in line with the expected total return of the analyst's universe

Underperform - the total forecasted return is expected to be less than the expected total return of the analyst's universe

Coverage Suspended — the rating and target price have been removed pursuant to Evercore IS policy when Evercore is acting in an advisory
capacity in a merger or strategic transaction involving this company and in certain other circumstances.*

Rating Suspended - Evercore ISI has suspended the rating and target price for this stock because there is not sufficient fundamental basis for
determining, or there are legal, regulatory or policy constraints around publishing, a rating or target price. The previous rating and target price, if
any, are no longer in effect for this company and should not be relied upon.*

* Prior to October 10, 2015, the "Coverage Suspended” and "Rating Suspended” categories were included in the category "Suspended.”

FINRA requires that members who use a ratings system with terms other than “Buy," "Hold/Neutral” and "Sell" to equate their
own ratings to these categories. For this purpose, and in the Evercore ISl ratings distribution below, our Outperform, In Line, and
Underperform ratings can be equated to Buy, Hold and Sell, respectively.

Historical Ratings Definitions
Prior to March 2, 2017, Evercore IS|'s recommendations were based on a stock's total forecasted return over the next 12 months:

Buy - the total forecasted return is expected to be greater than 10%
Hold - the total forecasted return is expected to be greater than or equal to 0% and less than or equal to 10%
Sell - the total forecasted return is expected to be less than 0%

On October 31, 2014, Evercore Partners acquired International Strategy & Investment Group LLC ("SI Group") and ISI UK (the "Acquisition") and
transferred Evercore Group's research, sales and trading businesses ta ISI Group. On December 31, 2015, the combined research, sales and
trading businesses were transferred back to Evercore Group in an internal reorganization. Since the Acquisition, the combined research, sales
and trading businesses have operated under the global marketing brand name Evercore IS).

ISI Group and IS| UK:
Prior to Octaber 10, 2014, the ratings system of ISI Group LLC and 1S! UK which was based on a 12-month risk adjusted total return:

Strong Buy - Return > 20%
Buy - Return 10% to 20%
Neutral - Return 0% to 10%
Cautious - Return -10% to 0%
Sell - Return < -10%

For disclosure purposes, 1SI Group and ISI UK ratings were viewed as follows: Strong Buy and Buy equate to Buy, Neutral equates to Hold, and
Cautious and Sell equate to Sell.

Evercore Group:
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Prior to October 10, 2014, the rating system of Evercore Group was based on a stock’s expected total return relative to the analyst's coverage
universe over the following 12 months, Stocks under coverage were divided into three categories:

Overweight - the stock is expected to outperform the average total return of the analyst's coverage universe over the next 12 months.
Equal-Weight — the stock is expected to perform in line with the average total return of the analyst’s coverage universe over the next 12 months.
Underweight — the stock is expected to underperform the average total return of the analyst's coverage universe over the next 12 months.
Suspended - the company rating, target price and earnings estimates have been temporarily suspended.

For disclosure purposes, Evercore Group's prior “Overweight,” “Equal-Weight” and “Underweight” ratings were viewed as “Buy,” “Hold" and “Sell,”
respectively.

Ratings Definitions for Portfolio-Based Coverage

Evercore ISI utilizes an alternate rating system for companies covered by analysts who use a model portfolio-based approach to determine a
company’s investment recommendation. Covered companies are included or not included as holdings in the analyst's Model Portfolio, and have
the following ratings:

Long = the stock is a positive holding in the model portfolio; the total forecasted return is expected to be greater than 0%.

Short - the stock is a negative holding in the model portfolio; the total forecasted return is expected to be less than 0%.

No Position = the stock is not included in the model portfolio.

Coverage Suspended ~ the rating and target price have been removed pursuant to Evercore 1SI policy when Evercore is acting in an advisory
capacity in a merger or strategic transaction involving this company, and in certain other circumstances; a stock in the model portfolio is removed.
Rating Suspended - Evercore ISI has suspended the rating and target price for this stock because there is not sufficient fundamental basis for
determining, or there are legal, regulatory or policy constraints around publishing, a rating or target price. The previous rating and target price, if
any, are no longer in effect for this company and should not be relied upon; a stock in the model portfolio is removed.

Stocks included in the model portfolio will be weighted from 0 to 100% for Long and 0 to -100% for Short. A stock’s weight in the portfolio reflects
the analyst's degree of conviction in the stock’s rating relative to other stocks in the portfolio. The model portfolio may also include a cash
component. At any given time the aggregate weight of the stocks included in the portfolio and the cash component must equal 100%.

Stocks assigned ratings under the alternative model portfolio-based coverage system cannot also be rated by Evercore 1SI's Current Ratings
definitions of Outperform, In Line and Underperform.

FINRA requires that members who use a ratings system with terms other than “Buy,” “Hold/Neutral” and “Sell,” to equate their own
ratings to these categories. For this purpose, and in the Evercore ISI ratings distribution below, our Long, No Position and Short ratings
can be equated to Buy, Hold and Sell respectively.

Evercore ISl ratings distribution (as of 05/03/2017)

Coverage Universe Investment Banking Services / Past 12 Months
Ratings Count  Pct. Rating Count  Pct.
Buy 341 49% Buy 39 1%
Hold 268 38% Hold 10 4%
Sell 62 9% Sell 2 3%
Coverage Suspended 23 3% Coverage Suspended 4 17%
Rating Suspended 8 1% Rating Suspended 2 25%

Issuer-Specific Disclosures (as of May 3, 2017)

Evercore ISI or an affiliate expects to receive or intends to seek compensation for investment banking services from this subject company
NiSource Inc within the next three months.
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Price Charts
NiSource Inc Rating History as of 05/03/2017
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General Disclosures

This report is provided for informational purposes only. It is not to be construed as an offer to buy or sell or a solicitation of an offer to buy

or sell any financial instruments or to participate in any particular trading strategy in any jurisdiction. The information and opinions in this

report were prepared by registered employees of Evercore ISI. The information herein is believed by Evercore 1S to be reliable and has been
obtained from public sources believed to be reliable, but Evercore I1SI makes no representation as to the accuracy or completeness of such
information. Opinions, estimates and projections in this report constitute the current judgment of the author as of the date of this report. They do
not necessarily reflect the opinions of Evercore and are subject to change without notice. In addition, opinions, estimates and projections in this
report may differ from or be contrary to those expressed by other business areas or groups of Evercore and its affiliates. Evercore 1SI has no
obligation to update, modify or amend this report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion,
projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate. Facts and views in Evercore I8! research reports
and notes have not been reviewed by, and may not reflect information known to, professionals in other Evercore affiliates or business areas,
including investment banking personnel.

Evercore IS| does not provide individually tailored investment advice in research reports. This report has been prepared without regard to the
particular investments and circumstances of the recipient. The financial instruments discussed in this report may not suitable for all investors

and investors must make their own investment decisions using their own independent advisors as they believe necessary and based upon their
specific financial situations and investment objectives. Securities and other financial instruments discussed in this report, or recommended or
offered by Evercore IS, are not insured by the Federal Deposit Insurance Corporation and are not deposits of or other obligations of any insured
depository institution. If a financial instrument is denominated in a currency other than an investor's currency, a change in exchange rates may
adversely affect the price or value of, or the income derived from the financial instrument, and such investor effectively assumes such currency
risk. In addition, income from an investment may fluctuate and the price or value of financial instruments described in this report, either directly or
indirectly, may rise or fall. Estimates of future performance are based on assumptions that may not be realized. Furthermore, past performance is
not necessarily indicative of future performance.

Evercore IS| salespeople, traders and other professionals may provide oral or written market commentary or trading strategies to our clients that
reflect opinions that are contrary to the opinions expressed in this research. Our asset management affiliates and investing businesses may make
investment decisions that are inconsistent with the recommendations or views expressed in this research.

Electronic research is simultaneously available to all clients. This report is provided to Evercore ISI clients and may not be redistributed,
retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of Evercore ISI. Receipt and review
of this research report constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion or
information contained in this report (including any investment recommendations, estimates or target prices) without first obtaining express
permission from Evercore IS!.

This report is not intended for distribution to, or use by any person or entity in any jurisdiction or country where such distribution or use would be
contrary to local law or regulation.

For investors in the UK: In making this report available, Evercore makes no recommendation to buy, sell or otherwise deal in any securities or
investments whatsoever and you should neither rely or act upon, directly or indirectly, any of the information contained in this report in respect of
any such investment activity. This report is being directed at or distributed to, (a) persons who fall within the definition of Investment Professionals
(set out in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”)); (b) persons falling within
the definition of high net worth companies, unincorporated associations, etc. {set out in Article 49(2) of the Order); (c) other persons to whom it
may otherwise lawfully be communicated (all such persons together being referred to as “relevant persons”). This report must not be acted on or
relied on by persons who are not relevant persons.

In compliance with the European Securities and Markets Authority's Market Abuse Regulation, a list of all Evercore IS| recommendations
disseminated in the preceding 12 months for the subject companies herein, may be found at the following site: https://evercore.bluematrix.com/
sellside/MAR action.
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NiSource Inc.

NI ~ Quick Take: Strong Quarter; Strong Outlook — Very Consistent with Analyst Day

May 3, 2017

Nl reported 1Q17 adjusted earnings of $0.71, slightly above our expectations of
$0.69 and outpacing consensus expectations of $0.67. 1Q17 performance was
driven primarily by the impact of continued infrastructure investments earning solid
returns as a result of rate case settlements in PA, KY, MD, and VA, and approval of
the settlement of electric base rate in IN as well as riders/tracker updates throughout
NI's jurisdiction. Nl now expects to deliver earnings in the upper half of their full
year 2017 outlook of $1.12-1,18, which is consistent with our updated estimate
of $1.18, after we reflect the strong quarter. We reiterate our BUY rating, and see
a good entry point with the modest pullback in shares. We also continue to
highlight NI's conservative growth targets — see our sensitivity analysis HERE; page
3).

Management executing on its plan with ATM offering — consistent with
our assumptions and the recent analyst day. NI previously laid out plans for
incremental equity issuance through an ATM program, and is now delivering on
that plan with a shelf offering to sell up to $500mm in equity with a two year
tenor. The amount is consistent with what we have been modeling, as we
continue to assume $300mm of equity issuance in 2017 and $200mm in 2018.
While we acknowledge that dilution widens the spread between rate base and
earnings growth, we believe management is being somewhat conservative in its
assumptions (i.e. regulatory outcomes) and recent raised outlook assumes the
dilution. In other words, a higher use of cash to fund growth and less reliance on
external financing needs could swing earnings growth toward the top-end of their
LT earnings guidance of 5-7%. We comfortably model +6% EPS CAGR through
2020, with upside potential as we incorporate modest assumptions around
regulatory proceedings that have yet to be filed/approved.

Quiet on the regulatory front in 2017 with a peak cadence in the rate case
cycle in the rearview. Given the numerous jurisdictions (6 states) and franchises
(9 utilities), rate cases are to be expected, albeit at a much slower pace in 2017.
Continued implementation of investments and regulatory filings is expected, with a
gas base rate case filed in MD seeking $6mm (decision expected YE17) and pending
infrastructure tracker approvals for Columbia Gas of OH and NIPSCO Electric
(decisions expected YE17). Further, Columbia Gas of OH filed for an extension of its
Infrastructure Replacement Program through 2022, with a decision expected YE17.
The continued execution of its regulatory filings/trackers will enable NI to deliver on
its capital program of $1.6-1.8bn annually through 2020, and is consistent with what
we have modeled but there could be further upside, in our view. We see modest
regulatory lag, with the continuation of riders/trackers currently in place and further
lag compression following rate orders.

Customer growth remains on-track — slightly ahead of plan to start the year;
with business mix continuing to shift toward gas. With strong YoY customer
growth of ~1% in 1Q17, Nl is slightly ahead of its plan to steadily climb to 1% net
growth by 2020. Customer conversion continues to present an opportunity to grow
the customer base, as ~300K customers are within 500ft of main. Investments of
$200-$230mm annually in its gas customer conversion program will further allow NI
to shift its earnings mix toward the gas segment. Continued on next page..

GUGGENHEIM SECURITIES, LLC

See pages 3 - 4 for analyst certification and important disclosures.

EARNINGS RELEASE

SHARE PRICE $24.24

PRICE TARGET $27.00

EPS {$)

(FY Dec) 1Q 2a 3Q 4Q FY

2016 0.60 0.08 0.06 0.35 1.09
PIE 22,2x

2017 0.71E O0.10E 0.07E 031E 1.18E
Prior 0.69E —_ - —_ 1.16E
PIE 20.5x

2018 0.74E O.11E 0.08E  0.34E 127E
P/E 19.1x
Price $24.24

52-Week Range $21.17 - $26.94
Market Cap (M) $7,847

ADV (3 mo; 000) 3,184

Page 1
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We believe the mix will shift closer towards ~70%/30% gas/electric in 2020 vs
current 66%/34%. While NI currently trades at 19x on our 2018E earnings vs the
regulated electric group of 18x, we believe as the picture continues to shift toward
gas, shares should increasingly reflect the inherent premium gas utilities enjoy vs.
their electric counterparts. Gas utilities currently trade at 3x premium vs its electric
counterparts vs. NI's current ~1x premium, implying room for multiple expansion.

Valuation

We value NI as a regulated utility, arriving at our $27 PT utilizing a sum-of-the-
parts analysis, based on: (1) $9/share for regulated electric utility when we apply
our group average regulated electric utility multiple of 17x based on our BBB bond
regression, plus a one turn premium to account for higher growth potential versus
what is being reflected in fundamentals; (2) $21/share value for the regulated gas
segment utilizing our regulated electric P/E multiple plus a premium to account for
the historical gas LDC spread above electric counterparts; (3) - $3/share for other
adjustments.

Risks

The primary risk on the regulated utility encompass the traditional risk factors
inherent with all utilities including: (1) rate case risk, {2) lower capex outlook, and
(3) interest rate changes above what we account for in our regression model.

GUGGENHEIM SECURITIES, LLC See pages 3 - 4 for analyst certification and important disclosures.  Page 2
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ANALYST CERTIFICATION

By issuing this research report, each Guggenheim Securities, LLC ("Guggenheim Securities") research analyst whose name appears in this report hereby
certifies that (i) all of the views expressed in this report accurately reflect the research analyst's personal views about any and all of the subject securities or
issuers discussed herein and (i) 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.

IMPORTANT DISCLOSURES

The research analyst(s) and research associate(s) have received compensation based upon various factors, including quality of research, investor client
feedback, and Guggenheim Securities, LLC's overall revenue, which includes investment banking revenue.

Guggenheim Securities, LLC or its affiliates expect(s) to receive or intend(s) to seek compensation for investment banking services from NiSource Inc. in
the next 3 months.

Please refer to this website for company-specific disclosures referenced in this report: enheimsecurities. bl ix. liside/
Disclosures.action. Disclosure information is also available from Compliance, 330 Madison Avenue, New York, NY 10017,

Rating and Price Target History for: NiSource Inc. (NI) as of 05-02-2017
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RATINGS EXPLANATION AND GUIDELINES

BUY (B) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 10% or more within a 12-month period.

NEUTRAL (N) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of between plus 10% and minus 10% within a 12-
month period.

SELL (8) - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 10% or more 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
Guggenheim Securities, LLC policies.

CS - Coverage Suspended. Guggenheim Securities, LLC has suspended coverage of this company.

NC - Not covered. Guggenheim Securities, LLC does not cover this company.

Restricted - Describes issuers where, in conjunction with Guggenheim Securities, LLC 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.

Under Review (UR) - Following the release of significant news from this company, the rating has been temporarily placed under review until sufficient
information has been obtained and assessed by the analyst.

Guggenheim Securities, LLC 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.

GUGGENHEIM SECURITIES, LLC See pages 3 4 for analyst cemf;cat:on and /mpoﬂant d/sclosures Page 3
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Price targets are assigned for Buy- and Sell-rated stocks. Price targets for Neutral-rated stocks are provided at the discretion of the analyst.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies, please see the
most recent company-specific research report at g imli trix, com/clientflibrary,jsp, contact the primary analyst or your Guggenheim
Securities, LLC representative, or email GSResearchDisclosures@guggenheimpartners.com.

Prior to 12/8/14, Guggenheim Securities, LLC's BUY, NEUTRAL, and SELL ratings definitions were as follows (no other ratings definitions were changed):
BUY (B) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 15% or more within a 12-month period.

NEUTRAL (N) - Describes stocks that we expect to provide a total return (price appreciation plus yield) of plus 15% or minus 15% within a 12-month period.
SELL (8S) - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 15% or more within a 12-month period.

RATINGS DISTRIBUTIONS FOR GUGGENHEIM SECURITIES:

1B Serv./ Past 12Mos.
Rating Category Count Percent Count Percent
Buy 187 60.13% 24 12.83%
Neutral 123 39.55% 6 4.88%
Sell 1 0.32% 0 0.00%

OTHER DISCLOSURES

This research is for our clients and prospective clients only. Other than disclosures relating to Guggenheim Securities and its affiliates, this research is based
on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. We seek to
update our research as appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis,
the large majority of reports are published at irregular intervals as appropriate in the research analyst's judgement. Guggenheim Securities conducts a full-
service, integrated investment banking and brokerage business, and one or more of its affiliates conducts an investment management business. Guggenheim
Securities is a member of SIPC (hitp:/Awww.sipc.org). Our salespeople, traders, and other professionals may provide oral or written market commentary or
trading strategies to our clients and our employees trading for our own account that reflect opinions that are contrary to the opinions expressed in this research.
Guggenheim Securities or certain of its affiliates conducts an investment management business, trades for its own account, and conducts an investment
business, and may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act as
principal in, and buy or sell, the securities or derivatives, if any, referred to in this research. We and our affiliates also may sell to or buy from customers on a
principal basis the securities described herein. We and our affiliates also do business with, or that relates to, companies covered in Guggenheim Securities’
research, and may have a position in the debt of the company or companies discussed herein.

This research is not an offer to sell or the solicitation of an offer to buy any security. It 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
research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of investments
referred to in this research 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 communication does not constitute an offer of Shares to the public in the United Kingdom. No prospectus has been or will be approved in the United
Kingdom in respect of the Securities. Consequently, this communication is directed only at (i) persons who are outside the United Kingdom or (ii} 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”), (iii) high net worth entities falling within Article 49(2) of the Order (iv) and other persons to whom it may lawfully be communicated
(all such persons together being referred to as “relevant persons"). Any investment activity to which this communication relates will only be available to, and
will only be engaged with, relevant persons. Any person who is not a relevant person should not act or rely on this document or any of its contents.

C. D D R

Guggenheim Securities, LLC produces "Tactical Trade Ideas" that identify short-term, catalyst-driven trading opportunities impacting companies within the
Firm's coverage universe. Tactical Trade Ideas may exist on companies in this report and may be contrary to the analyst's published rating.

Copyright © 2017 by Guggenheim Securities, LLC, ("Guggenheim") a FINRA registered broker-dealer. All rights reserved. The content of this report is based
upon information obtained from sources that Guggenheim generally considers reliable, but Guggenheim makes no representations or warranties with respect
to its accuracy, completeness, timeliness, suitability or otherwise, and assumes no responsibility to update it for subsequent events or knowledge. Guggenheim
is not responsible for your use of this information.

GUGGENHEIM SECURITIES, LLC See pages 3 - 4 for analyst certification and important disclosures. ~ Page 4
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J.J.B. Hilliard, W.L. Lyons, LLC

May 3, 2017

Company reports higher first quarter results and
reaffirms 2017 earnings guidance

NiSource reported first quarter operating earnings
of $0.71 per share versus $0.62 per share in 2016’s
first quarter, an increase of over 14%. Eamings were
above the consensus estimate of $0.67 per share. Both
of the company’s major segments, gas distribution and
electric distribution, contributed higher year-over-year
NI's gas distribution business posted first
quarter earnings of $363.8 million compared to $330.2
million in last year’s first quarter. Earnings were helped
by both continued investments in its business along with
progress from regulatory initiatives. The company’s
electric business added $84.4 million to first quarter
earnings versus $72.2 million in the same time period
last year. This segment benefited from cost recovery of
an electric modernization program. Given the mild
winter weather experienced in NiSource’s service
territory, we believe this was a fine quarter for the

Management reaffirmed 2017 earnings guidance.
NiSource expects 2017 operating earnings to be in the
upper half of a range between $1.12 to $1.18 per share.
We are maintaining our 2017 EPS estimate of $1.17 per

COMPANY UPDATE
Key Metrics NiSource Inc.
NI - NYSE (Price as of 5/2/17) $24.24 N! -- NYSE -- Neutral -- 2
Price Target NA
52-Week Range $26.94 - $21.17
Shares Outstanding (mm) 323.7
Market Cap. (mm) $7,481 , .
3-Mo. Awerage Daily Volume 2,847,000 Investment nghhghts
Institutional Ownership 81.0% L]
Debt/Total Capital (3/31) 57.1%
ROE (ttm) 8.3%
Book Value/Share $12.03
Price/Book Value 2.0x
Indicated Dividend / Yield $0.70 2.9%
Dividend Cycle Feb., May, Aug., Nov.
earnings.

EPS FY 12/31

Prior Curr. Prior Curr.

2016 2017E 2017E 2081E 2018E

1Q - - -
2Q - = -
3Q - - -
4Q - - -
Year $1.09 $1.17 $1.24
P/E 25.8x 20.7x 19.5x
Payout 62% 60% 56%
Note: Figures exclude non-recuming items
Revenue ($mm) company.

Prior Curr. Prior Curr.

2016 2017E 2017E 2018E 2018E o

1Q - - -
2Q - - -
3Q - - -
4Q - - -
Year $3,102 $3,215 - $3,365

Company Description: Based in Merrillville,
NiSource Inc. is one of the largest fully-regulated utility
companies in the United States, serving approximately 3.5
million natural gas customers and 500,000 electric
customers across seven states through its local Columbia

Gas and NIPSCO brands.

Ind,

share and initiating a 2018 estimate of $1.24. The
company anticipates it will make approximately $1.6 to
$1.7 billion in planned utility infrastructure investments
in 2017. In addition, NI expects to invest between $1.6
to $1.8 billion each year through 2020. These ongoing
investments are expected to generate ongoing annual
earnings and dividend increases of 5% to 7%, up from
4% to 6% previously.

We have a Neutral rating on NiSource due to
valuation. However, we continue to believe the
company has a positive long-term fundamental outlook.
We feel NI has an attractive mix of regulated gas and
electric assets. In our view, NI’s ongoing infrastructure
investments will allow for consistent earnings and
dividend growth. We view NI as a quality 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

Equrty ReSEARCH
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Suitability

We assign a 2 suitability rating to NiSource. This company generates 100% of its earnings from its
regulated electric and natural gas utility businesses which provides consistency to financial results.
Eamings and dividends are expected to trend steadily higher. Thus, we regard NiSource as a suitable
holding for utility investors seeking total return.

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. 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, typically 2-3 years.

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 Equity Research 2 Electric Utilities
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Hilliard Lyons
Recommended Issues

Investment Banking

Provided in Past 12 Mo.

Rating

Buy

Hold/Neutral

Sell

# of
Stocks Covered Stocks Covered
36
71
15

As of 5 April 2017

Other Disclosures

Banking No Banking
14% 86%
6% 94%
7% 93%

Opinions expressed are subject to change without notice and do not take into account the particular
investment objectives, financial situation or needs of individual investors. Employees of J.J.B. Hilliard,
W.L. Lyons, LLC or its affiliates may, at times, release written or oral commentary, technical analysis or

trading strategies that differ from the opinions expressed here.

J.J.B. Hilliard, W.L. Lyons, LLC is a multi-disciplined financial services firm that regularly seeks
investment banking assignments and compensation from issuers for services including, but not limited to,
acting as an underwriter in an offering or financial advisor in a merger or acquisition, or serving as

placement agent in private transactions.

The information herein has been obtained from sources we believe to be reliable but is not guaranteed and
does not purport to be a complete statement of all material factors. This is for informational purposes and
is not a solicitation of orders to purchase or sell securities. Reproduction is forbidden unless authorized.
All rights reserved.

Hilliard Lyons Equity Research

Electric Utilities
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Company Update
USA] Energy | Natural Gas May 3, 2017
S, R TR T 45 5 % 5 P b i
. HOLD
: Bloomberg NYSE: NI
N ISOU rce lnc' (NI) Price target $23.00
Erratum: A Normal[ized] & in-Line Quarter Price $24.24"
“Prior trading day's closing price unless
otherwise noted.
Key Takeaway
NI realized diluted 1Q non-GAAP EPS of 70¢ (excl. items), roughly in-line with

our 69¢ estimate & ahead of the Street's 67¢ mean forecast; 1Q EBITDA of
$589mm also approximated our $586mm est. With results, mgmt noted its
2017 non-GAAP EPS is expected to be in the upper-half of its previously guided
$1.12-$1.18 range ($1.18 JEFe), and affirmed its 5-7% long-term EPS & DPS
growth rates; a previous copy of this note incorrectly stated 4-6% EPS & DPS rates.

1Q17 operational & financial highlights. The gas utilities posted 1Q17 non-GAAP
operating income of ~$363.8mm, slightly ahead of our ~$360.0mm estimate & well above
1Q16's ~$330.2mm realization. Total sales volumes fell ~14.4% y/y, to 239.9 MMDth, due
to tepid temperatures; however, NI's non-GAAP weather normalization reporting practices
supported margins by ~$23mm, boosting op income by ~7%. The electric operations
(NIPSCO) reported 1Q op. income of $84.4mm, which roughly matched our ~$85.2mm
est. NIPSCO was similarly affected by sharply warmer than normal winter temperatures,
but non-GAAP revenue adjustments helped support Electric margins by ~$6mm, boosting
op income by ~8%. On a weather-normalized basis, the benefits of regulatory outcomes,
customer growth, system investments, and cost discipline helped drive meaningful y/y
financial improvements at both distribution segments. Separately, we exclude $2.2mm of
unrealized, non-cash mark-to-market gains in the surrender value of company owned life
insurance (COLI) from Corp., consistent with our practice for other companies. See pg. 2.

Gas distribution regulatory update. On Dec. 19th, new rates became effective at
Columbia Gas of PA (CPA) following the PA PUC's approval of a joint base rate settlement
agreement; new rates are expected to lift CPA's top line by ~-$35mm in 2017. Dec. 27th,
Columbia Gas of KY (CKY) implemented new base rates which are expected to lift its annual
revenues by $13.1mm. On Jan. 12th, Columbia Gas of VA (CVA) reached a settlement with
the VA SCC pertaining to its base rate case; the settlement, approved on March 17th,
increases CVA's annual revenues by $28.5mm which, after its SAVE rider is considered,
results in a net rate increase of ~$24.5mm. In addition, on April 26th, the PUCO approved
Columbia Gas of Ohio (COH) annual infrastructure replacement rider adjustment, which
supports the continuation of $235mm cost recovery on investments made in 2016.

NIPSCO. NIPSCO reported non-GAAP operating earnings of $84.4mm for 1Q17, which
represents a ~17% increase y/y. A greater than 13% y/y increase in revenues was driven
primarily by new rates from base-rate proceedings of $20.9mm, higher regulatory and
depreciation trackers, and increased rates from incremental capital spend on electric
transmission projects, partially offset by a decrease in residential and industrial usage.
With results, mgmt also provided a few operational updates for NIPSCO: 1) the $400mm
environmental upgrade at its Michigan City Unit 12 and RM Schahfer Units 14 &15 are still
pending an IURC order, 2) the company began recovering ~$46mm of its $1.25B electric
infrastructure modernization program in February, and 3) its two electric transmission
projects remain on schedule to be in-service in 2H18.

ATM established. As of 3.31, NI's consolidated debt/capital is ~65% and it has ~$2.5B in Christopher Sighlnolfi, CFA *

debt maturities through 2020, including its term loan. Accordingly, in a separate release (212) 707-6420 csagmno%;le’;m?ig:f
today, mgmt establishment a $500mm at-the-market (ATM) equity offering program, in Corey Goldman *
addition to the option to enter into a forward sale agreement of its common equity. Mgmt Equity Analyst
notes the proceeds of the sales, if any, would be used to finance capex and for general corp (212) 284-3411 cgoldmal @jefferies.com
purposes; its plans implies a ~$700mm annual outspend through its forecast period. Nicholas Amicucd *

Equity Associate
2017 guidance, dividend declared. With results, mgmt noted an expectation for its (212) 284-1738 namicucci@iefferies.com
2017 non-GAAP EPS to come in at the upper-half of its previously stated $1.12-$1.18 é"".‘ G-y
guidance range ($1.18 JEFe); we note that its TTM non-GAAP EPS is ~$1.18. Separately, in +1(212) 336-7134 iobrienﬂgjzf'::feggsﬁ
late March, Nl declared a 1Q cash dividend of 17.5¢/share; mgmt has affirmed its 5-7% Iong- * Jefferies LLC

term annual EPS & DPS growth rat

Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 3 to 7 of this report.
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Exhibit 1: NI 1Q17 Earnings Results Review

< A Actual Jefferies Expectations Year-over-Year
QOperating Income by Division
1Q17A 1Q17E 1Q16A

Gas Distribution $363.8 $360.0 1.1% $330.2 10.2%
Electric Operations $84.4 $85.2 -0.9% $72.2 16.9%
Corporate, Other, and Eliminations (33.4) (34.7) -27.7% ($3.1) NM
Total Operating Income $444.8 $440.5 1.0% $399.3 11.4%)
Depreciation (3143.3) (3142.6) 0.5% ($132.8) 7.9%
Other Income / (Expenses) $1.2 $2.5 NA $0.7 NM|
Interest Expense ($85.2) (391.6) -6.9% ($90.5) -5.9%
Income Tax Benefit (Expense) ($132.49) {$126.4) NM ($111.8) 18.4%
Recurring Net Income $228.4 $225.0 1.5% $197.7  15.5%)
Avg Diluted Shares Outstanding 3253 3264 -0.3% 3220 1.0%)|

EPS (Non-GAAP, Diluted) 50.70 50.69 1.9% 50.61  14.4%
GAAP Adjustments ($17.1) (316.4) 4.2% ($11.1)  54.19%)
EPS (GAAP, Diluted) 50.65 $0.64 2.2% $0.58 :

Capex & Affiliate Investments $312 $347 -10.1% $301 3.7%

Source: NiSource, Jefferies

Note: Non-GAAP results exclude non-operational items such as unrealized fluctuations in the
cash surrender value of company-owned life insurance (COLI), weather normalization effects
and plant retirement costs.

Christopher Sighinolfi, CFA, Equity Analyst, (212) 707-6420, csighino@jefferies.com

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
& 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). | 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.

1, 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). | 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.

1, Nicholas Amicucci, 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). | 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, Josh O'Brien, 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). | 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.

Investment Recommendation Record
(Article 3(1)e and Article 7 of MAR)

Recommendation Published , 09:01 ET. May 3, 2017
Recommendation Distributed , 09:01 ET. May 3, 2017
Recommendation Recalled , 09:35 ET. May 3, 2017
Recalled Recommendation Distributed , 09:35 ET. May 3, 2017

Explanation of Jefferies Ratings

Buy - Describes securities that we expect to provide a total return (price appreciation plus yield) of 15% or more within a 12-month period.

Hold - Describes securities 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 securities that we expect to provide a total return (price appreciation plus yield) of minus 10% or less within a 12-month
period.

The expected total return (price appreciation plus yield) for Buy rated securities with an average security 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 securities with an average
security 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 securities with an average security price consistently below $10, the expected total return (price appreciation plus yield) is minus
20% or less 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 |efferies 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 securities 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,
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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.

Jefferies 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 triggers a stop loss. Stocks having 120 day volatility in
the bottom quartile of S&P stocks will continue to have a 15% stop loss, and the remainder will have a 20% stop. 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.

Risks 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.

Ratlng and Prlce Target History for: NlSource Inc. (NI) as of 05-02—2017
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Notes: Each box in the Rating and Price Target History chart above represents actions over the past three years in which an analyst initiated on a
company, made a change to a rating or price target of a company or discontinued coverage of a company.

Legend:
I: Initiating Coverage
D: Dropped Coverage
B: Buy

H: Hold

UP: Underperform

For important Disclosure information on companies recommended in this report, please visit our website at https://javatar.bluematrix.com/sellside/
Disclosures.action or call 212.284.2300.

Distribution of Ratings

IB Serv./Past 12 Mos.

Rating Count Percent Count Percent

BUY 1101 50.78% 336 30.52%

HOLD 897 41.37% 178 19.84%

UNDERPERFORM 170 7.84% 11 6.47%
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Other Important Disclosures

jefferies does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that |efferies 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.

|efferies 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: |efferies 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), Research Analyst (INHO00000701) 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 |efferies 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 |efferies 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 Equity Research personnel are separated from other business groups and are not under their supervision or control. Jefferies
International Limited has implemented policies to (i) address conflicts of interest related to the preparation, content and distribution of research reports,
public appearances, and interactions between research analysts and those outside of the research department; (ii) ensure that research analysts are
insulated from the review, pressure, or oversight by persons engaged in investment banking services activities or other persons who might be biased in
their judgment or supervision; and (iii) promote objective and reliable research that reflects the truly held opinions of research analysts and prevents the
use of research reports or research analysts to manipulate or condition the market or improperly favor the interests of the Jefferies International Limited
or a current or prospective customer or class of customers. 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. Jefferies International Ltd, its affiliates or subsidiaries, may make a
market or provide liquidity in the financial instruments referred to in this investment recommendation. 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 |efferies 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 |efferies (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 |efferies 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. |efferies 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
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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, orincome 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 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 https://javatar.bluematrix.com/sellside/Disclosures.action or call 1.888.JEFFERIES

© 2017 )efferies Group LLC
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KeyBanc Alert
Capital Markets May 3, 2017

c Energy: Multi-Utilities
. NYSE: NI

NiSource Inc.
NI - ALERT: 1Q17 Earnings Results Solid, Endorses Upper Half Guidance

Paul T. Ridzon / (216) 689-0270 / pridzon@key.com
John Barta / (216) 689-3386 / john_i_barta@key.com

Key Investment Points

May 2, 2017 Close: $24.24

1Q17 Ongoing EPS: $0.71 vs. $0.62 result in 1Q16/Consensus of $0.67/KBCM of $0.70
Initial Take: We expect a positive response to the beat and guidance outlook.

2017 EPS Estimate: $1.18 (Consensus: $1.17).
Guidance: NiSource Inc. endorsed the upper half of prior 2017 EPS guidance of $1.12-$1.18 and reaffirmed its EPS and dividend growth

of 5-7%.
Highlights:

¢ NI announced an ATM equity offering of $500 million.

¢ Results were in line with our upside surprise estimate.

o GAAP results for the quarter were $0.65 per share. The major difference between GAAP and ongoing were $1.5 of plant retirement costs
incurred and $29 million of below-normal weather. NI weather normalizes its earnings to normal weather.

® Gas operations operating earnings rose $33.6 million to $363.8 million.
O Revenues rose nearly $85 million, driven by new rates ($61 million) and $22 million in higher trackers, which are offset in expenses.

Customer growth added $3 million.
QO Expenses rose $22 million on tracker items (above) and employee costs ($14 million), outside services ($5.5 million) and depreciation

on higher plant balances ($3 million)
® Electric operating earnings rose $12.2 million to $84.4 million.
O Revenues increased $36.5 million on new rates ($21 million), trackers, offset in expenses ($12 million) and transmission investment ($6

million), partly offset by lower residential and industrial sales (-$3 million).
O Expenses rose $24 million on tracker items (above), higher materials and supplies of $7 million, outside services were $5.5 million higher
and higher employee costs ($3 million), partly offset by $4 million lower amortization.

e The Corporate segment reported a 1Q operating loss of $1.2 million vs. a loss of $3.1 million, driven by gains on COLI policies.
o Other income expenses fell $6 million on lower interest expense of $5.3 million.

9:00 a.m. ET Conference Call #: 855-219-9570; Passcode:7663006

We will be focused on:

Expected timing of issuing the $500 million ATM
Expense timing

Electricity demand trends

o Steel customer trends

For analyst certification and important disclosures, please refer to the Disclosure Appendix.
KeyBanc Capital Markets Inc. | Member NYSE/FINRA/SIPC
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Disclosure Appendix

NiSource Inc. - NI

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..

Reqg A/C 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. (NI) as of 05-02-2017
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Created by BlueMatrix
Rating Disclosures
Distribution of Ratings/IB Services Firmwide and by Sector
KeyBanc Capital Markets Energy
1B Serv/Past 12 Mos. IB Serv/Past 12 Mos.
e e ——— e
Rating Count Percent Count Percent | Rating Count Percent Count Percent
Overweight [OW] 309 43.52 63 20.39 § Overweight [OW] 28 45.90 18 64.29
Sector Weight [SW] 387 54,51 a9 12.66 | Sector Weight {SW] 33 54.10 17 51.52
Underweight [UW] 14 1.97 1 7.14 § Underweight [UW] 0 0.00 0 0.00
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Disclosure Appendix (cont'd)

Rating System
Overweight - We expect the stock to outperform the analyst's coverage sector over the coming 6-12 months.

Sector Weight - We expect the stock to perform in line with the analyst's coverage sector over the coming 6-12
months.

Underweight - We expect the stock to underperform the analyst's coverage sector over the coming 6-12 months.

Other Disclosures

KeyBanc Capital Markets is a trade name under which corporate and investment banking products and services of
KeyCorp and its subsidiaries, KeyBanc Capital Markets Inc., Member NYSE/FINRA/SIPC (*KBCMI"), and KeyBank National
Association (“KeyBank N.A.”), are marketed. Pacific Crest Securities is a division of KeyBanc Capital Markets Inc.

KeyBanc Capital Markets Inc. (*KBCMI") 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.

This report has been prepared by KBCMI. The material contained herein is based on data from sources considered to be
reliable; however, KBCMI does not guarantee or warrant the accuracy or completeness of the information. it is published for
informational purposes only and should not be used as the primary basis of investment decisions. Neither the information
nor any opinion expressed constitutes an offer, or the solicitation of an offer, to buy or sell any security. The opinions and
estimates expressed reflect the current judgment of KBCMI and are subject to change without notice. This report may contain
forward-looking statements, which involve risk and uncertainty. Actual results may differ significantly from the forward-looking
statements. This report is not intended to provide personal investment advice and it does not take into account the specific
investment objectives, financial situation and the specific needs of any person or entity.

No portion of an analyst's compensation is based on a specific banking transaction; however, part of his’/her compensation
may be based upon overall firm revenue and profitability, of which investment banking is a component. Individuals associated
with KBCMI (other than the research analyst(s) listed on page 1 of this research report) may have a position (long or short) in
the securities covered in this research report and may make purchases and/or sales of those securities in the open market or
otherwise without notice. As required by FINRA Rule 2241(C)(4)(A), financial interest, if any, by any research analysts listed
on page 1 of this report will be disclosed in Important Disclosures, Company-specific regulatory disclosures located above
in the Disclosure Appendix. KBCMI itself may have a position (long or short) in the securities covered in this research report
and may make purchases and/or sales of those securities in the open market or otherwise without notice. As required by
FINRA Rule 2241(C)(4)(F), if KBCMI, or its affiliates, beneficially own 1% or more of any class of common equity securities
in the subject companyf(ies) in this research report, it will be disclosed in Important Disclosures, Company-specific regulatory
disclosures located above in the Disclosures Appendix. This communication is intended solely for use by KBCMI clients. The
recipient agrees not to forward or copy the information to any other person without the express written consent of KBCMI.

May 3, 2017 Pg.3
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3 UBS

NiSource Inc.
ATM Filed

EPS Guidance Raised Upward - ATM Filed

NiSource reported 15% EPS growth in 1Q, and is now on track to reach the upper half
of the $1.12-$1.18 guidance range. Recent rate cases and recovery mechanisms are
enabling NI to recover the estimated $1.6bn-$1.8bn in annual investment in
infrastructure and earn close to authorized returns in the 9.5%-10% range.
Management indicated that the higher 2017 should provide a higher base going
forward for its 5%-7% EPS growth target. As expected, NI announced a 2-Yr,
$500mm ATM equity issuance program to provide financing for the planned
investment. This is consistent with our expectation that NI would issue ~$250mm/Ar of
equity a year through the ATM to bring down leverage.

Earnings Beat

NiSource reported Adj EPS of $0.71 (+15% Y/Y), $0.01 above UBSe of $0.70 and
$0.04 above Consensus of $0.67. Net revenues of $1,075.3mm were 3.9% above
UBSe of $1,034.6mm due to new rates and recoveries from regulatory trackers. O&M
of $409.0mm was 11.7% higher than UBSe driven primarily by higher regulatory, tax,
and depreciation trackers. We note that some of the increase in O&M was due to
approved increased spending as part of recent rate case settlements and is expected to
level off going forward. Interest expense of $85.2mm, was down 6% Y/Y and 11.2%
below UBSe driven by lower rates on long-term debt. Depreciation of $143.3mm was
up 8% Y/Y and 4.4% higher than UBSe due to increased capital expenditures placed in
service.

Raising Estimates

We are raising our ‘17 EPSe to $1.17 from $1.16, '18 to $1.24 from $1.23 and ‘19 to
$1.32 from $1.30 to account for the carry through of the stronger earnings growth in
1Q17 as a result of recent rate cases and recovery of investment spending.

Valuation: Maintaining $25 PT & Neutral Rating

We maintain our $25 price target which is derived using an average of sum-of-the-
parts EV/EBITDA ($26) and PE ($26) valuations which use comparable company
multiples and DDM ($24). We remain Neutral on NI shares due to current valuation.

Highlights (US$m) 12/14 12/15 12/16 12/17E
Revenues 6,485 4,667 4,505 4,850
EBIT (UBS) 1,277 832 894 989
Net earnings (UBS) 526 299 351 389 420
EPS (UBS, diluted) (US$) 1.66 0.94 1.09 1.17 1.24
DPS (US$) 1.03 0.84 0.66 0.72 0.75
Net (debt) / cash (9,974) (6,500) (7,883) (8,475)
Profitability/valuation 12/14 12/15 12/16 12/17€
EBIT margin % 19.7 17.8 19.8 20.4 213
ROIC (EBIT) % 9.3 7.0 8.9 8.8
EV/EBITDA (core) x 10.4 12.5 9.3 9.4
P/E (UBS, diluted) x 228 33.2 21.3 20.4 19.4
Equity FCF (UBS) yield % (5.9) 1.0 (9.0 (7.1) (4.9)
Net dividend yield % 27 2.7 2.8 3.0

12/18E
5,067
1,081

(8,864)
12/18€E
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Equities

Ameﬁcas

Gas Utilities

12-month rating Neutral
12m price target US$25.00
Price Us$24.01

RIC: NI.N BBG: NI US

Trading data and key metrics

52-wk range US$26.77-21.41
Market cap. US$7.81bn
Shares o/s 325m (COM)
Free float 99%
Avg. daily volume ('000) 879
Avg. daily value (m) Us$20.7
Common s/h equity (12/17E) Us$4.42bn
P/BV (12/17E) 1.8x
Net debt 7 EBITDA (12/17E) 5.4x
EPS (UBS, diluted) (US$)
12/17E
From To % ch  Cons.
Q1 0.70 0.71 1 0.67
Q2E 008 0.08 NM 0.11
Q3E 0.06 0.06 NM 0.07
Q4E 0.32 0.34 5 0.34
12/17€ 1.16 1.17 1 1.16
12/18E 1.23 1.24 1 1.24
12/19E 1.30 1.32 2 1.32
Shneur Z. Gershuni, CFA
Analyst

shneur.gershuni@ubs.com
+1-212-713 3974

Jennifer Hills

Analyst
jennifer.hills@ubs.com
+1-212-713 2928

12/19E 12/20E 12/21E
5,270 5,465 5,663
1,170 1,255 1,341
452 488 521
1.32 1.41 1.52
079 0.82 0.86
(9,448) (9,988) (10,659
12/19E 12/20E 12/21€
22.2 23.0 237
9.0 9.0 9.0
87 82 84
18.2 171 158
(7.2) (6.5) (5.8
33 34 3.6

Source: Company accounts, Thomson Reuters, UBS estimates. Metrics marked as (UBS) have had analyst adjustments applied. Valuations: based on an average share price that year, (E): based on a

share price of US$24.01 on 03 May 2017 11:13 EDT

www.ubs.com/investmentresearch

This report has been prepared by UBS Securities LLC. ANALYST CERTIFICATION AND REQUIRED DISCLOSURES BEGIN ON
PAGE 6. UBS 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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Figure 1: NI 1Q17 Earnings Variance
Actual UBSe % Actual YoY
$ in millions 1Q17 1Q17e variance  1Q16 % change
Financial Data
Revenues $1.627.6 $1,570.5 36% $1,4538 12.0%
Cost of Sales {$552.3) {$535.9) 3.1% {$496.5) 11.2%
Operating & Maintenance Expenses ($400.0) ($3663) 11.7%  ($3539) 715.6%
Depreciation & Amortization {$143.3) {$137.3) 44%  {$132.8) 7.9%
Total Expenses {$1,180.6) {$1,117.1) 5.7% {$1,054.5) 12.0%
Adj. EBITDA $590.3 $590.7 (0.1%) $532.1 10.9%
Interest Expense {$85.2) {$95.9) (17.2%) {$20.5)  (5.9%)
Other Expenses $12 $0.0 NM $0.7 71.4%
Net Income $230.6 $227.2 1.5% $197.7 16.6%
EPS $0.71 $0.70 1.5% $0.62 15.4%
Dividend Per Share $0.175 $0.175 0.0% $0.155 12.9%
Segment Operating Income
Gas Distribution $363.8 $370.8 (1.9%) $330.2 10.2%
Electric Operations $84.4 $86.3 (2.2%) §72.2 16.9%
Corporate & Eliminations {$1.2) {$3.7) (67.2%) {$3.1) (67.3%)
Total $447.0 $453.4 (1.4%) $399.3 11.9%
Operating Data
Customers {000)
Gas Utllities Customers 3,433.1 34556 (0.5%) 32,4214 0.5%
Electric Customers 486.1 465.8 0.1% 463.5 0.6%
Source: UBSe, Company Reports
S UBS 2

NiSource Inc. 3 May 2017
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NiSource Inc. (NI.N)

Income statement (US$m) 1214 12/15 12/16 = 1217 %ch 121188 %ch  12/19E  12/20E 12/21E
Revenues 6,485 4,667 4,505 © 4,850 77 5,067 4.5 5,270 5,465 5,663
Gross profit 4,261 3,024 3,115 ¥ 3,354 7.7 3,505 45 3,648 3,785 3,925
EBITDA (UBS) 1,883 1,357 1,441 1,565 86 1,685 7.7 1,803 1,910 2,021
Depreciation & amortisation (605) (524) (547) . (576) 53 (603) 4.8 (633) (656) (680)
EBIT (UBS) 1,277 832 894 : 989 10.6 1,081 84 1,170 1,255 1.341
Associates & investment income 47 0 0 > 0 - 0 - 0 0 0
Other non-operating income (24) 17 2 =0 - 0 - 0 0 0
Net interest (444) (380) (349) - (377) -7.9 (420) -114 (458) (486) (521)
Exceptionals (incl goodwill) 0 0 0 0 = 0 - 0 0 0
Profit before tax 856 469 546 612 20 661 &7 712 768 819
Tax (330) (170) (195) (223) -144 (241) 81 (260) (280) (299)
Profit after tax 526 299 351 389 10.6 420 a1 452 433 521
Preference dividends 0 0 0 0 - 0 - 0 0 0
Minorities 0 0 0 ¥ 0 - 0 - 0 0 0
Extraordinary items 0 0 0 0 - 0 - 0 0 0
Net earnings (local GAAP) 526 299 351 389 106 420 81 452 488 521
Net earnings (UBS) 526 299 351 389 106 420 &1 452 488 521
Tax rate (%) 385 36.3 357 36.5 22 36.5 00 365 36.5 365
Per share (US$) 12/14 12/15 12/16 12/17E % ch 12/18E % ch 12/19E 12/20E 12/21E
EPS (UBS, diluted) 1.66 0.94 1.09 1.17 7.7 1.24 54 1.32 1.41 1.52
EPS (local GAAP, diluted) 1.66 0.94 1.09 1.17 77 1.24 54 1.32 1.41 1.52
EPS (UBS, basic) 1.67 0.94 1.09 1.18 82 1.24 54 1.33 1.41 1.52
Net DPS (US$) 1.03 0.84 0.66 0.72 83 0.75 40 0.79 0.82 0.86
Cash EPS (UBS, diluted)! 358 2.58 2.79 2.92 45 3.02 35 3.17 3.30 3.50
Book value per share 19.56 12.06 12.61 13.42 65 1431 6.6 15.46 16.57 17.54
Average shares (diluted) 316.33 318.80 32180 330.68 2.8 339.21 26 342.21 346.82 34320
Balance sheet (US$m) 12/14 12/15 12/16 12/17€ % ch 12/18E % ch 12/19E 12/20E 12/21E
Cash and equivalents 25 16 26 29 g3 29 00 29 29 2%
Other current assets 2,441 1,562 1,736 1,443 -i6 9 1,443 06 1,443 1,443 1,443
Total current assets 2,467 1,577 1,762 1,472 -16.5 1,472 0.0 1,472 1,472 1,472
Net tangible fixed assets 16,017 12,112 13,068 14,194 8¢ 15,241 7.4 16,258 17,252 18,222
Net intangible fixed assets 3,931 1,944 1,933 1,931 01 1,931 00 1,931 1,931 1,931
Investments / other assets 2,452 1,859 1,928 1,945 09 1,945 00 1,945 1,945 1,945
Total assets 24,866 17,493 18,692 19,542 4.5 20,588 54 21,605 22,599 23,569
Trade payables & other ST liabilities 2,111 2,090 1,601 1,341 -16.3 1,341 00 1,341 1,341 1,341
Short term debt 1,844 567 1,851 765 -58.66 800 458 853 902 962
Total current liabilities 3,955 2,658 3,452 2,106 -390 2,141 1.7 2,193 2,242 2,303
Long term debt 8,156 5,949 6,058 7,738 277 8,093 46 8,624 9,116 9,726
Other long term liabilities 6,580 5,043 5,110 5,281 33 5,522 46 5,522 5,522 5,522
Preferred shares 0 0 0 0 - 0 - 0 0 0
Total liabilities (incl pref shares) 18,691 13,649 14,621 15,125 34 15,756 42 16,339 16,880 17,550
Common s/h equity 6,175 3,844 4,071 4,417 85 4,833 94 5,266 5,720 6,019
Minority interests 0 0 0 0 - 0 - 0 0 0
Total liabilities & equity 24,866 17,493 18,692 19,542 45 20,588 54 21,605 22,599 23,569
Cash flow (US$m) 12/14 12/15 12/16 12/17E % ch 12/18E % cfr 12/19E 12/20E 12/21E
Net income (before pref divs) 526 299 351 389 106 420 81 452 488 521
Depreciation & amortisation 606 524 547 576 53 603 48 633 656 680
Net change in working capital (139) 147 (59) 117y -1002 0 - 0 0 0
Other operating 328 487 (36) 245 - 241 -1.7 0 0 0
Operating cash flow 1,321 1,457 803 1,092 36.0 1,265 15.8 1,085 1,144 1,201
Tangible capital expenditure (2,028) {1,361) (1,475) (1,650) -11.8 (1,650) 00 (1,650) (1,650) (1,650)
Intangible capital expenditure 0 0 0 0 - 0 - 0 0 0
Net (acquisitions) / disposals (69) 3,798 0 0 - 0 - 0 0 0
Other investing (19) (493) (108} (32) - 0 - 0 0 0
Investing cash flow (2,117) 1,945 (1,583) (1,682) -6.3 (1,650) 1.9 (1,650) (1,650) (1,650)
Equity dividends paid (321) (263) (205) (236) -7149 (254) -78 (269) (284) (301)
Share issues / (buybacks) 20 2 14 250 N 250 02 250 250 80
Other financing 0 (122) 0 0 - 0 E 0 0 0
Change in debt & pref shares 1,087 (3,029) 982 579 41.07 390 -3267 583 540 671
Financing cash flow 796 (3.412) 791 592  -2571 385  -350 565 506 449
Cash flow inc/(dec) in cash 0 (10) 11 2 G5 0 = 0 0 o
FX/ non cash items (@) 0 0 0 - 0 - 0 0 0
Balance sheet inc/{dec) in cash m (10) 11 2 75 0 - 0 0 0

Source: Company accounts, UBS estimates, (UBS) metrics use reported figures which have been adjusted by UBS analysts 'Cash EPS (UBS, diluted) is calculated using UBS net income adding back depreciation and
amortization.

NiSource Inc. 3 May 2017 S UBS 3
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NiSource Inc. (NI.N)

Valuation (x) 12/14 12/15 12/16 12/17E 12/18E 12/19€ 12/20E 12/21E
P/E (local GAAP, diluted) 228 332 21.3 0204 19.4 18.2 171 15.8
P/E (UBS, diluted) 228 332 213 - 204 19.4 18.2 171 15.8
P/CEPS 10.6 12.0 83 82 7.9 75 7.2 6.9
Equity FCF (UBS) yield % (5.9) 1.0 (9.0) = (7.1) (4.9 (7.2) (6.5) (5.8)
Net dividend yield (%) 2.7 2.7 2.8 3.0 3.1 33 34 36
P/BV x 1.9 26 1.8 1.8 1.7 1.6 1.4 1.4
EV/revenues (core) 3.0 36 30 3.0 30 3.0 2.9 3.0
EV/EBITDA (core) 104 12.5 9.3 . 94 S.0 8.7 82 8.4
EV/EBIT (core) 153 204 15.0 14.9 141 13.4 12.5 12.6
EV/OpFCF (core) 104 125 9.3 9.4 9.0 8.7 8.2 8.4
EV/op. invested capital 1.4 1.4 13 203 13 12 1.1 1.1
Enterprise value (US$m) ) 12/14 12/15 12/16 12/17€ 12/18E 12/19E 12/20E 12/21E
Market cap. 11,913 9,853 7,445 7,810 7,810 7,810 7.810 7,810
Net debt (cash) 9,391 8,237 7,192 8,179 8,669 9,156 9,156 10,324
Buy out of minorities 0 0 0 0 0 0 0 [¢]
Pension provisions/cther 676 760 713 700 700 700 700 700
Total enterprise value 21,980 18,850 15,350 16,689 17,180 17,667 17,667 18,834
Non core assets (2,452) (1,859) (1,928) (1,945) (1,945) (1,945) (1,945) (1,945)
Core enterprise value 19,528 16,991 13,422 14,744 15,235 15,721 15,721 16,889
Growth (%) 12/14 12/15 12/16 12/17E 12/18E 12/19€ 12/20E 12/21E
Revenue 146 -28.0 -35 7.7 4.5 4.0 37 3.6
EBITDA (UBS) 7.9 -27.9 6.3 8.6 7.7 7.0 6.0 58
EBIT (UBS) 9.4 -34.8 75 10.6 9.4 8.2 7.2 6.9
EPS (UBS, diluted) 6.2 -43.6 16.4 7.7 5.4 6.7 6.4 7.8
Net DPS 4.0 -189 -21.0 83 49 47 45 49
Margins & Profit 12/14 12/15 12/16 12/17E 12/18E 12/19E 12/20E 12/21E
Gross profit margi 65.7 64.8 69.1 69.1 69.2 69.2 69.3 69.3
EBITDA margin 29.0 2941 32.0 323 332 34.2 350 35.7
EBIT margin 19.7 17.8 19.8 20.4 21.3 222 23.0 23.7
Net earnings (UBS) margin 8.1 6.4 7.8 8.0 83 86 8.9 9.2
ROIC (EBIT) 93 7.0 8.9 88 9.0 9.0 9.0 9.0
ROIC post tax 5.5 4.5 5.8 5.6 5.7 5.7 5.7 5.7
ROE (UBS) 87 6.0 8.9 9.2 9.1 9.0 89 8.9
Capital structure & Coverage (x) 12/14 12/15 12/16 12/17E 12/18E 12/19€ 12/20E 12/21E
Net debt / EBITDA 5.3 4.8 5.5 5.4 53 52 52 5.3
Net debt / total equity % 161.5 169.1 193.6 191.9 183.4 179.4 174.6 1771
Net debt / (net debt + total equity) % 61.8 62.8 65.9 65.7 64.7 64.2 63.6 63.9
Net debt/EV % 511 383 58.7 575 58.2 60.1 63.5 63.1
Capex / depreciation % NM NM NM NM NM NM NM NM
Capex/ revenue % NM 29.2 NM NM NM NM NM 29.1
EBIT / net interest 2.9 22 2.6 2.6 26 2.6 2.6 2.6
Dividend cover (UBS) 1.6 1.1 1.7 1.7 1.7 1.7 1.7 1.8
Div. payout ratio (UBS) % 61.7 88.9 60.5 60.6 60.3 59.1 58.0 56.7
Revenues by division (US$m) 12/14 12/15 12/16 12/17E 12/18E 12/19€ 12/20E 12/21E
Others 6,485 4,667 4,505 4,850 5,067 5,270 5,465 5,663
Total 6,485 4,667 4,505 4,850 5,067 5,270 5,465 5,663
EBIT (UBS) by division (US$m) ) 12/14 12/15 12/16 12/17E 12/18E 12/19E 12/20E 12/21E
Others 1,277 832 894 989 1,081 1,170 1,255 1,341
Total 1,277 832 894 989 1,081 1,170 1,255 1,341
Source: Company accounts, UBS estimates. (UBS) metrics use reported figures which have been adjusted by UBS analysts.
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Forecast returns
Forecast price appreciation +4.1%
Forecast dividend yield 3.0%
Forecast stock return +7.1%
Market return assumption 6.3%
Forecast excess return +0.8%
Valuation Method and Risk Statement
Risks include, but are not limited to, the following: changes to the regulatory
environment, ability to achieve favorable returns on investment projects, and ability
to continue to reinvest in the business for growth. We use comparable company
multiples in our sum-of-the-parts EV/EBITDA and P/E valuations. Our price target is
derived using an average of sum-of-the-parts EV/EBITDA and P/E valuations and
DDM.
NiSource Inc. 3 May 2017 & UBS 5

Provided for ihe exclusive use of Sara Macioch 21 NiSource on 03-May-2017 12-05 PM



GAS-ROR-010
Attachment H
Page 69 of 114

Required Disclosures

This report has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates
are referred to herein as UBS.

For information on the ways in which UBS manages conflicts and maintains independence of its research product; historical
performance information; and certain additional disclosures concerning UBS research recommendations, please visit
www.ubs.com/disclosures. The figures contained in performance charts refer to the past; past performance is not a reliable
indicator of future results. Additional information will be made available upon request. UBS Securities Co. Limited is licensed
to conduct securities investment consultancy businesses by the China Securities Regulatory Commission. UBS acts or may act
as principal in the debt securities {or in related derivatives) that may be the subject of this report. This recommendation was
finalized on: 03 May 2017 03:52 PM GMT.

Analyst Certification:Each research analyst primarily responsible for the content of this research report, in whole or in part,
certifies that with respect to each security or issuer that the analyst covered in this report: (1) ali of the views expressed
accurately reflect his or her personal views about those securities or issuers and were prepared in an independent manner,
including with respect to UBS, 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 by that research analyst in the research report.

UBS Investment Research: Global Equity Rating Definitions

12-Month Rating Definition Coverage!' IB Services?

Buy FSR is > 6% above the MRA. 46% 30%

Neutral FSR is between -6% and 6% of the MRA. 38% 28%

Sell FSR is > 6% below the MRA. 16% 18%

Short-Term Rating Definition Coverage® IB Services*

B Stock price expected to rise within three months from the time <1% <%
uy the rating was assigned because of a specific catalyst or event. = °

sell Stock price expected to fall within three months from the time <1% <%
e the rating was assigned because of a specific catalyst or event. ° °

Source: UBS. Rating allocations are as of 31 March 2017,

1:Percentage of companies under coverage globally within the 12-month rating category.

2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided
within the past 12 months.

3:Percentage of companies under coverage globally within the Short-Term rating category.

4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided
within the past 12 months.

KEY DEFINITIONS:Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend
yield over the next 12 months. Market Return Assumption (MRA) is defined as the one-year local market interest rate
plus 5% (a proxy for, and not a forecast of, the equity risk premium). Under Review (UR) Stocks may be flagged as UR by
the analyst, indicating that the stock’s price target and/or rating are subject to possible change in the near term, usually in
response to an event that may affect the investment case or valuation. Short-Term Ratings reflect the expected near-term
(up to three months) performance of the stock and do not reflect any change in the fundamental view or investment case.
Equity Price Targets have an investment horizon of 12 months.

EXCEPTIONS AND SPECIAL CASES:UK and European Investment Fund ratings and definitions are: Buy: Positive on
factors such as structure, management, performance record, discount; Neutral: Neutral on factors such as structure,
management, performance record, discount; Sell: Negative on factors such as structure, management, performance record,
discount. Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the Investment
Review Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the respective
company's debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands as they
relate to the rating. When such exceptions apply, they will be identified in the Company Disclosures table in the relevant
research piece.

NiSource Inc. 3 May 2017 HUBS 6
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Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not
registered/qualified as research analysts with FINRA. Such analysts may not be associated persons of UBS Securities LLC and
therefore are not subject to the FINRA restrictions on communications with a subject company, public appearances, and
trading securities held by a research analyst account. The name of each affiliate and analyst employed by that affiliate

contributing to this report, if any, follows.

UBS Securities LLC: Shneur Z. Gershuni, CFA; Jennifer Hills.

Company Disclosures
Company Name Reuters 12-month rating Short-term rating ' Price Price date

NiSource Inc.'s NIN Neutral NA  US$24.24 02 May 2017

Source: UBS. All prices as of local market close.
Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock

pricing date
16. UBS Securities LLC makes a market in the securities and/or ADRs of this company.

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. For a complete set

of disclosure statements associated with the companies discussed in this report, including information on valuation and risk,
please contact UBS Securities LLC, 1285 Avenue of Americas, New York, NY 10019, USA, Attention: Investment Research.

NiSource Inc. (US$)
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No Rating i
Date Stock Price (US$) Price Target (US$) Rating
2014-01-31 3437 - No Rating
2015-05-11 4438 49.0 Buy
2015-07-02 16.99 19.0 Buy
2015-11-03 19.12 21.0 Buy
2016-03-16 23.1 25.0 Buy
2016-07-07 26.04 27.0 Neutral
2016-11-02 22.09 24.0 Neutral
2016-11-17 21.61 23.0 Neutral
2017-03-06 23.58 24.0 Neutral
2017-04-17 24.02 25.0 Neutral

Source: UBS; as of 02 May 2017
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Global Disclaimer

This document has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS,

Global Research is provided to our clients through UBS Neo and, in certain instances, UBS.com (each a “System*}. It may also be made available through third party
vendors and distributed by UBS and/or third parties via e-mail or alternative electronic means. The level and types of services provided by Global Research to a client may
vary depending upon various factors such as a client's individual preferences as to the frequency and manner of receiving communications, a client's risk profile and
investment focus and perspective (e.g., market wide, sector speific, long-term, short-term, etc.), the size and scope of the overall client relationship with UBS and legal
and regulatory constraints.

All Global Research is available on UBS Neo. Please contact your UBS sales representative if you wish to discuss your access to UBS Neo.

When you receive Global Research through a System, your access and/or use of such Global Research is subject to this Global Research Disclaimer and to the terms of
use governing the applicable System.

When you receive Global Research via a third party vendor, e-mail or other electronic means, your use shall be subject to this Global Research Disclaimer and to UBS's
Terms of Use/Disclaimer (http.//www ubs.com/global/envlegalinfo2/disclaimer html). By accessing and/or using Global Research in this manner, you are |nd\cat|ng that
you have read and agree to be bound by our Terms of Use/Disclaimer. In addition, you consent to UBS processing your personal data and using cookies in accordance
with our Privacy Statement (http//www ubs comvglobal/ervlegalinfo2/privacy.html) and cookie notice (htto://www.ubs.com/global/envhomepage/cookies/cookie-
management.html).

If you receive Global Research, whether through a System or by any other means, you agree that you shall not copy, revise, amend, create a derivative
work, transfer to any third party, or in any way commercially exploit any UBS research provided via Global Research or otherwise, and that you shall not
extract data from any research or estimates provided to you via Global Research or otherwise, without the prior written consent of UBS,

This document is for distribution only as may be permitted by law. It 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, publication, availability or use would be contrary to law or regulation or
would subject UBS to any registration or licensing requirement within such jurisdiction. It is published solely for information purposes; it is not an advertisement nor is it
a solicitation or an offer to buy or sell any financial instruments or to participate in any particular trading strategy. No representation or warranty, either expressed or
implied, is provided in relation to the accuracy, completeness or reliability of the information contained in this document (“the Information®), except with respect to
Information concerning UBS. The Information is not intended to be a complete statement or summary of the securities, markets or developments referred to in the
document. UBS does not undertake to update or keep current the Information. Any opinions expressed in this document may change without notice and may differ or
be contrary to opinions expressed by other business areas or groups of UBS. Any statements contained in this report attributed to a third party represent UBS's
interpretation of the data, information and/or opinions provided by that third party either publicly or through a subscription service, and such use and interpretation
have not been reviewed by the third party.

Nothing in this document constitutes a representation that any investment strategy or recommendation is suitable or appropriate to an investor's individual
circumstances or otherwise constitutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own judgement in
making their investment decisions. The financial instruments described in the document may not be eligible for sale in all jurisdictions or to certain categories of
investors. Options, derivative products and futures are not suitable for all investors, and trading in these instruments is considered risky. Mortgage and asset-backed
securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates or other market conditions. Foreign currency rates of
exchange may adversely affect the value, price or income of any security or related instrument referred to in the document. For investment advice, trade execution or
other enquiries, clients should contact their Jocal sales representative.

The value of any investment or income may go down as well as up, and investors may not get back the full (or any) amount invested. Past performance is not necessarily
a guide to future performance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising
out of the use of all or any of the Information

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There is no
representation that any transaction can or could have been effected at those prices, and any prices do not necessarily reflect UBS's internal books and records or
theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially different results.

This document and the Information are produced by UBS as part of its research function and are provided to you solely for general background infermation. UBS has no
regard to the specific investment objectives, financial situation or particular needs of any speific recipient. In no drcumstances may this document or any of the
Information be used for any of the following purposes:

(i) valuation or accounting purposes;
(ii) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or
(iii) to measure the performance of any financial instrument.

By receiving this document and the information you will be deemed to represent and warrant to UBS that you will not use this document or any of the Information for
any of the above purposes or otherwise rely upon this document or any of the Information.

UBS has policies and procedures, which include, without limitation, independence policies and permanent information barriers, that are intended, and upon which UBS
relies, to manage potential conflicts of interest and control the flow of information within divisions of UBS and among its subsidiaries, branches and affiliates. For further
information on the ways in which UBS manages conflicts and maintains independence of its research products, historical performance information and certain additional
disclosures concerning UBS research recommendations, please visit www, ubs, com/disclosures

Research will initiate, update and cease coverage solely at the discretion of UBS Research Management, which will also have sole discretion on the timing and frequency
of any published research product. The analysis contained in this document is based on numerous assumptions. All material information in relation to published research
reports, such as valuation methodology, risk statements, underlying assumptions (including sensitivity analysis of those assumptions), ratings history etc. as required by
the Market Abuse Regulation, can be found on NEO. Different assumptions could result in materially different results.

The analyst(s) responsible for the preparation of this document may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering,
applying and interpreting market information. UBS relies on information barriers to control the flow of information contained in one or more areas within UBS into other
areas, units, groups or affiliates of UBS. The compensation of the analyst who prepared this document is determined exclusively by research management and senior
management (not including investment banking). Analyst compensation is not based on investment banking revenues; however, compensation may relate to the
revenues of UBS and/or its divisions as a whole, of which investment banking, sales and trading are a part, and UBS's subsidiaries, branches and affiliates as a whole.

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or
liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity
provider is carried out in accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such informaticn is separately disclosed in
this document. For financial instruments admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in
the US in accordance with the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued
a warrant the value of which is based on one or mare of the financial instruments referred to in the document. UBS and its affiliates and employees may have long or
short positions, trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the opinions
expressed in this document.

United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is distributed by UBS Limited to persons who are eligible counterparties or
professional clients. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the Finandial Conduct Authority and the Prudential Regulation
Authority. France: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France S.A. UBS Securities France S.A. is regulated by the ACPR (Autorité
de Contréle Prudentiel et de Résolution) and the Autorité des Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this
document, the document is also deemed to have been prepared by UBS Securities France S.A. Germany: Prepared by UBS Limited and distributed by UBS Limited and
UBS Europe SE. UBS Europe SE is regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin). Spain: Prepared by UBS Limited and distributed by UBS
Limited and UBS Securities Espafia SV, SA. UBS Securities Espafia SV, SA is regulated by the Comisién Nacional del Mercado de Valores (CNMV). Turkey: Distributed by
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UBS Limited. No information in this document is provided for the purpose of offering, marketing and sale by any means of any capital market instruments and services in
the Republic of Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the Republic of Turkey. UBS AG is not licensed
by the Turkish Capital Market Board under the provisions of the Capital Market Law (Law No. 6362). Accordingly, neither this document nor any other offering material
related to the instruments/services may be utilized in connection with providing any capital market services to persons within the Republic of Turkey without the prior
approval of the Capital Market Board. However, according to article 15 (d) (i) of the Decree No. 32, there is no restriction on the purchase or sale of the securities
abroad by residents of the Republic of Turkey. Poland: Distributed by UBS Limited (spolka z egraniczona odpowiedzialnoscia) Oddzial w Polsce regulated by the Polish
Financial Supervision Authority. Where an analyst of UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce has contributed to this document, the
document is also deemed to have been prepared by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce. Russia: Prepared and distributed by UBS
Bank (O00). Switzerland: Distributed by UBS AG to persons who are institutional investors only. UBS AG is regulated by the Swiss Financial Market Supervisory
Authority (FINMA). Italy: Prepared by UBS Limited and distributed by UBS Limited and UBS Limited, Italy Branch. Where an analyst of UBS Limited, Italy Branch has
contributed to this document, the document is also deemed to have been prepared by UBS Limited, Italy Branch. South Africa: Distributed by UBS South Africa (Pty)
Limited (Registration No. 1995/011140/07), an authorised user of the JSE and an authorised Financial Services Provider (FSP 7328). Israel: This material is distributed by
UBS Limited. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority.
UBS Securities Israel Ltd is a licensed Investment Marketer that is supervised by the Israel Securities Authority (ISA). UBS Limited and its affiliates incorporated outside
Israel are not licensed under the Israeli Advisory Law. UBS Limited is not covered by insurance as required from a licensee under the Israeli Advisory Law. UBS may
engage among others in issuance of Financial Assets or in distribution of Financial Assets of other issuers for fees or other benefits. UBS Limited and its affiliates may
prefer various Financial Assets to which they have or may have Affiliation (as such term is defined under the Israeli Advisory Law). Nothing in this Material should be
considered as investment advice under the Israeli Advisory Law. This Material is being issued only to and/or is directed only at persons who are Eligible Clients within the
meaning of the Israeli Advisory Law, and this material must not be relied on or acted upon by any other persons. Saudi Arabia: This document has been issued by UBS
AG (and/or any of its subsidiaries, branches or affiliates), a public company limited by shares, incorporated in Switzerland with its registered offices at Aeschenvorstadt 1,
CH-4051 Basel and Bahnhofstrasse 45, CH-8001 Zurich. This publication has been approved by UBS Saudi Arabia (a subsidiary of UBS AG), a Saudi closed joint stack
company incorporated in the Kingdom of Saudi Arabia under commerdial register number 1010257812 having its registered office at Tatweer Towers, P.O. Box 75724,
Riyadh 11588, Kingdom of Saudi Arabia. UBS Saudi Arabia is authorized and regulated by the Capital Market Authority to conduct securities business under license
number 08113-37. Dubai: The information distributed by UBS AG Dubai Branch is intended for Professional Clients only and is not for further distribution within the
United Arab Emirates. United States: Distributed to US persons by either UBS Securities LLC or by UBS Financial Services Inc., subsidiaries of UBS AG; or by a group,
subsidiary or affiliate of UBS AG that is not registered as a US broker-dealer (a ‘non-US affiliate’) to major US institutional investors only. UBS Securities LLC or UBS
Financial Services Inc. accepts responsibility for the content of a document prepared by another non-US affiliate when distributed to US persons by UBS Securities LLC or
UBS Financial Services Inc. All transactions by a US person in the securities mentioned in this document must be effected through UBS Securities LLC or UBS Financial
Services Inc., and not through a non-US affiliate. UBS Securities LLC is not acting as a municipal advisor to any municipal entity or obligated person within the meaning
of Section 158 of the Securities Exchange Act {the "Municipal Advisor Rule"), and the opinions or views contained herein are not intended to be, and do not constitute,
advice within the meaning of the Municipal Advisor Rule. Canada: Distributed by UBS Securities Canada Inc., a registered investment dealer in Canada and a Member-
Canadian Investor Protection Fund, or by another affiliate of UBS AG that is registered to conduct business in Canada or is otherwise exempt from registration. Mexico:
This report has been distributed and prepared by UBS Casa de Bolsa, S.A. de C.V., UBS Grupo Financiero, an entity that is part of UBS Grupo Financiero, S.A. de C.V.
and is an affiliate of UBS AG. This document is intended for distribution to institutional or sophlstlcated investors only. Research reports only reflect the views of the
analysts responsible for the reports. Analysts do not receive any compensation from persons or entities different from UBS Casa de Bolsa, S.A. de C.V., UBS Grupo
Financiero, or different from entities belonging to the same financial group or business group of such. For Spanish translations of applicable d]sclosures, please see
www.ubs. comvdisclosures. Brazil: Except as otherwise specified herein, this material is prepared by UBS Brasil CCTVM S.A. to persons who are eligible investors residing
in Brazil, which are considered to be: (i) financial institutions, i) insurance firms and investment capital compames (iii) supplementary pension entities, (iv) entities that
hold financial investments higher than R$300,000.00 and that confirm the status of qualified investors in written, {v) investment funds, (vi) securities portfolio managers
and securities consultants duly authorized by Comissdo de Valores Mobilidrios (CVM), regarding their own investments, and (vii) sacial security systems created by the
Federal Government, States, and Municipalities. Hong Kong: Distributed by UBS Securities Asia Limited and/or UBS AG, Hong Kong Branch. Singapore: Distributed by
UBS Securities Pte Ltd. [MCI (P) 007/09/2016 and Co. Reg. No.: 198500648C] or UBS AG, Singapore Branch. Please contact UBS Securities Pte. Ltd., an exempt financial
adviser under the Singapore Financial Advisers Act (Cap. 110); or UBS AG, Singapore Branch, an exempt financial adviser under the Singapore Financial Advisers Act
(Cap. 110) and a wholesale bank licensed under the Singapore Banking Act (Cap. 19) regulated by the Monetary Authority of Singapore, in respect of any matters
arising from, or in connection with, the analysis or document. The recipients of this document represent and warrant that they are accredited and institutional investors
as defined in the Securities and Futures Act (Cap. 289). Japan: Distributed by UBS Securities Japan Co., Ltd. to professional investors (except as otherwise permitted).
Where this document has been prepared by UBS Securities Japan Co., Ltd., UBS Securities Japan Co., Ltd. is the author, publisher and distributor of the document.
Distributed by UBS AG, Tokyo Branch to Professional Investors (except as otherwise permitted) in relation to foreign exchange and other banking businesses when
relevant. Australia: Clients of UBS AG: Distributed by UBS AG (ABN 47 088 129 613 and holder of Australian Finandial Services License No. 231087). Clients of UBS
Securities Australia Ltd: Distributed by UBS Securities Australia Ltd (ABN 62 008 586 481 and holder of Australian Financial Services License No. 231098). This Document
contains general information and/or general advice only and does not constitute personal financial product advice. As such, the Information in this document has been
prepared without taking into account any investor's objectives, financial situation or needs, and investors should, before acting on the Information, consider the
appropriateness of the Information, having regard to their objectives, financial situation and needs. If the Information contained in this document relates to the
acquisition, or potential acquisition of a particular financial product by a 'Retail’ client as defined by section 761G of the Corporations Act 2001 where a Product
Disclosure Statement would be required, the retail client should obtain and consider the Product Disclosure Statement relating to the product before making any
decision about whether to acquire the product. The UBS Securities Australia Limited Financial Services Guide is available at: www ubs com/ecs-research-fsg. New
Zealand: Distributed by UBS New Zealand Ltd. UBS New Zealand Ltd is not a registered bank in New Zealand. You are being provided with this UBS publication or
material because you have indicated to UBS that you are a “wholesale client” within the meaning of section 5C of the Financial Advisers Act 2008 of New Zealand
(Permitted Client). This publication or material is not intended for clients who are not Permitted Clients (non-permitted Clients). If you are a non-permitted Client you
must not rely on this publication or material. If despite this warning you nevertheless rely on this publication or material, you hereby (i) acknowledge that you may not
rely on the content of this publication or material and that any recommendations or opinions in such this publication or material are not made or provided to you, and
(ii) to the maximum extent permitted by law (a) indemnify UBS and its associates or related entities (and their respective Directors, officers, agents and Advisors) (each a
‘Relevant Person’) for any loss, damage, liability or claim any of them may incur or suffer as a result of, or in connection with, your unauthorised reliance on this
publication or material and (b) waive any rights or remedies you may have against any Relevant Person for (or in respect of) any loss, damage, liability or claim you may
incur or suffer as a result of, or in connection with, your unauthorised reliance on this publication or material. Korea: Distributed in Korea by UBS Securities Pte. Ltd.,
Seoul Branch. This document may have been edited er contributed to from time to time by affiliates of UBS Securities Pte. Ltd., Seoul Branch. Malaysia: This material is
authorized to be distributed in Malaysia by UBS Securities Malaysia Sdn. Bhd (Capital Markets Services License No.: CMSL/AGO63/2007). This material is intended for
professional/institutional clients only and nect for distribution to any retail clients. India: Distributed by UBS Securities India Private Ltd. (Corperate |dentity Number
U67120MH1996PTC097299) 2/F, 2 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai (India) 400051. Phone: +912261556000. It provides
brokerage services bearing SEBI Registration Numbers: NSE (Capital Market Segment): INB230951431, NSE (F&O Segment) INF230951431, NSE (Currency Derivatives
Segment) INE230951431, BSE (Capital Market Segment) INBO10951437, merchant banking services bearing SEBI Registration Number: INMOOOO10809 and Research
Analyst services bearing SEBI Registration Number: INHOO0001204. UBS AG, its affiliates or subsidiaries may have debt holdings or pasitions in the subject Indian
company/companies. Within the past 12 months, UBS AG, its affiliates or subsidiaries may have received compensation for non-investment banking securities-related
services and/or non-securities services from the subject Indian company/companies. The subject company/companies may have been a dient/clients of UBS AG, its
affiliates or subsidiaries during the 12 months preceding the date of distribution of the research report with respect to investment banking and/or non-investment
banking securities-related services andfor non-securities services. With regard to information on associates, please refer to the Annual Report at
hitp/Aanw om/global/en/a investor_relations/annuyal in|

The disclosures contained in research documents produced by UBS Limited shall be governed by and construed in accordance with English law.

UBS specifically prohibits the redistribution of this document in whole or in part without the written permission of UBS and UBS accepts no liability whatsoever for the
actions of third parties in this respect. Images may depict objects or elements that are protected by third party copyright, trademarks and other intellectual property
rights. © UBS 2017. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved
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UTILITIES & POWER
Regulateds — Market Weight

Gas/Power Infrastructure — Market Overweight

NISOURCE
(NI US Equity — $ 24.01 — Outperform)

NI-ce way to start the year

Good start to the year — already optimistic on 2017

NiSource kicked off the year beating the Q1 consensus and raising 2017
guidance. Given the analyst day in March, there was not a lot of new
disclosures but the company continues to execute well on the growth plan.
Longer term NI's $30B investment backlog gives a high quality tailwind for
growth well beyond 2020. We continue to see NI as a high quality gas and
electric utility with high growth, low risk and a management team that has
been developing a constructive track record — reiterate Outperform.

Boosted guidance for 2017 also means a higher range for 2018
Management indicated that 2017 EPS would be in the upper half of the
$1.12-$1.18 guidance range based on the strong Q1. Because NiSource’s
long term 5%-7% growth rate is on an annual basis rather than a CAGR off
one base year, the boosted 2017 guidance also means that the 2018
guidance range would also be higher. This is similar to CMS’ approach to
EPS growth and we believe it adds an upward bias to the LT outlook.

ATM initiated in line with expectations

The company also initiated its at-the-money equity issuance program, filing
with the SEC to issue an aggregate of up to $500M of equity over the next
two years. This is in line with management's guidance of $200-$300M of
ATM equity annually, on top of the existing $50-$75M DRIP.

Boosting estimates, TP to $26

Q1 EPS of $0.71 vs. $0.62 last year was a penny above our estimate and
above the $0.67 consensus. We are raising our 2017/18 EPS estimates to
$1.17/$1.24 from $1.14/$1.22 based on the solid Q1, and our 2019/2020
estimates remain $1.31/$1.38. We are boosting our target price to $26 from
$25 reflecting higher a higher LDC target multiple of 20x 2019 EPS from 19x
previously.

(USS)

EPS $1.24 $1.31 $1.38
Consensus $1.23 $1.30 $1.33
PIE 18.6x 17.6x 16.6x
Dividend Per Share $0.74 $0.77 $0.81

Dividend Yield 3.2% 3.4% 3.5%

May 3, 2017

Target Price

Current Price $24.01
52 Week Range $21-$27
Market Cap. ($MM) $ 8242
Share Out. (MM) 319.8
Dividend Yield 2.82%
Dividend Payout Ratio 60%
ROE 7.8%
Debt to Cap 66%
Avg Daily Vol (oo0) 3026

NI US Equity
Utility Index
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[2017E 117 1.14
[2018E 1.24 1.22

Steven Fleishman
(646) 582-9241
SFleishman@WolfeResearch.com

Alex Kania
(646) 582-9244
AKania@WolfeResearch.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 end of
this report for Analyst Certifications, Important Disclosures and Other Disclosures.

WolfeResearch.com

Please help us protect your advantage...

DO NOT Forward

Page 10of §



GAS-ROR-010

Attachment H
Page 75 of 114
Sara Macioch - smacioch@nisource.com - Do not forward
W-LFE NiSource
RESEARCH
May 3, 2017
NiSource Snapshot
Exhibit 1. Financial Summary Exhibit 2. Modeling Assumptions
Financlal Summary 2017E 2018E 2019E 2020E Model Assumptions 2017E 2018E 2019 2020E
EPS $1.17  $1.24  $1.31  $1.38  Toral Capital Spending by Seqment (SM)
Diluted Shares Outstanding 327 340 352 364 Gas Distribution $1,050 $1,080 $1,080 $1,080
Dividends Per Share $0.70 $0.74 $0.77 $0.81 Electric 585 605 605 605
Dividend Yield 2.9% 3.1% 3.2% 3.4% Parent 16 15 15 15
Diidend Feyout|Rato S0% 5034 9% 52K Total Capex $1.651  $1,700  $1,700  $1,700
Equity Ratio 41% 43% 45% 46%
FFO/Net Debt 13% 13% 13% 13% F M
Total Equity lssued/(Repurchased) $313 $313 $313 $313
Valuation Metrics
PIE 20.5% 19.4x 18.3% 17.3x Total Debt Issued/(Repurchased) $632 $458 $647 $691
Price/Book 1.6x 1.4x 1.3x 1.2x Source: Wolfe Utilities & Power Research
Segment EPS
Gas Distribution $0.94 $0.99 $1.05 $1.11
Electric 0.53 0.55 0.56 0.59
Parent & Other (0.30) (0.30) (0.31) ©.31)
Total EPS $1.17 $1.24 $1.31 $1.38
Source: Wolfe Utilities & Power Research
Company description Exhibit 3. 2017 EPS by Segment _
NiSource, headquartered in Merrillville, Indiana, operates two | “
separate business lines: electric utility and gas distribution LDCs. |
The electric utility serves just under 500,000 customers in |
northern Indiana and owns 3,300 MW of generation. The gas i
LDC serves 3.4 million customers in Indiana, Ohio,
Pennsyivania, Kentucky, Virginia, and Massachusetts.
Investment Thesis
We see above-average rate base and earnings growth potential |
for NiSource relative to other electric and natural gas distribution
utilities. NI has a $30B backlog of investment with recovery
largely through trackers and balanced regulatory environments. » Gas Dswibann @ Ehore
Additionally, we see the gas business getting larger over time. — . P,
NI appears attractive at current levels. Source: Wolfe Utilities & Power Research
Valuation Exhibit 4. Performance Chart
Our $26 price target is on a target P/E valuation. We apply a 20x 29 - N .
multiple to 2019E earnings, in line with higher quality gas LDCs. )
Downside risks for NiSource are execution on rate base aar ’}u’,""'“ o
investment, economic conditions and regulatory outcomes. $25 —| qu SRS
Upside risks are additional growth projects and customer growth $23 ;.ﬂ""’ g l
initiatives. . ‘- Uik
$19 — . : .
e & g 2 ¢ 2 =
& 3 & 8 & @& @
Source: Bloomberg
WolfeResearch.com Please help us protect your advantage... Page 2 of 5
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Exhibit 5: LDC gas comparables
Company Current Mkt Cap P/EMultiple Div Div Payout
Name Ticker Price ($M) 2017E 2018E 2019E 2020E Yield Growth(E) Ratio
Atmos Energy Corp ATO 80.16 8,431 226 213 19.7 NA 22% 6.4% 59%
Southwest Gas Holdings Inc SWX 83.06 3,949 24.3 228 22.2 216 2.4% 4.0% 67%
WGL Holdings Inc WGL 82.51 4,226 236 219 20.1 7.5% 67%

ONE Gas In¢ 68.49 221 21.2 5.5% 75%
NiSource Inc N A
New Jersey Resources Corp NJR

Northwest Natural Gas Co NWN 59.05 1,691 273 255 23.7 3.2% 4.3% 85%
UGI Corp UGl 48.68 8,418 20.3 196 18.7 2.1% 4.0% 52%
Spire Inc SR 67.95 3,279 19.3 186 179 16.6 3.1% 3.7% 66%
Vectren Corp vVvC 58.58 4,859 22.3 20.9 19.2 18.2 2.9% 5.5% 73%
Average 22,9x 21.6x 20.3x 19.3x 2.6% 5.2% 67%
Source: Wolfe Research, Factset consensus
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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:

Price Chart with Ratings and Target Price History

NiScurae Inc (NI-USA) ’ B ’ o

x4
M 22

20

St :

12

T4 T0/144 115 “A/10 TG 10/16 1710 LAl gal-l 10/76 1217 Ll xd

Note: OP = Outperform; PP = Peer Perform; UP = Underperform

Wolfe Research, LLC Fundamental Valuation Methodology:

Company: Fundamental Valuation Methodology:

NI US Equity Forward P/E

Wolfe Research, LLC Fundamental Recommendation, Rating and Target Price Risks:

Company: Risks That May Impede Achievement of the Recommendation, Rating or Target Price:
NI US Equity Economy, regulatory outcomes, project execution

Wolfe Research, LLC Research Disclosures:

Company: Research Disclosures:

NI 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. 2

Peer Perform (PP): The security is projected to perform approximately in line with analyst's industry coverage
universe over the next 12 months.

Underperform (UP): The security is projected to underperform analyst's industry coverage universe over the

next 12 months.

Wolfe Research, LLC uses a relative rating system using terms such as Outperform, Peer Perform and Underperform (see definitions
above). Please carefully read the definitions of all ratings used in Wolfe Research, LLC research. In addition, since Wolfe Research, LLC
research contains more complete information concerning the analyst’s views, please carefully read Wolfe Research, LLC research in its
entirety and not infer the contents from the ratings alone. In all cases, ratings (or research) should not be used or relied upon as investment
advice and any investment decisions should be based upon individual circumstances and other considerations.
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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 March 31, 2017):

Outperform: 42% 1% Investment Banking Clients
Peer Perform: 46% 1% Investment Banking Clients
Underperform: 12% 0% Investment Banking Clients

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.org) 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 2017. 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
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Increasing Our Fair Value Estimate

Charles Fishman, CFA

Equity Analyst
charles.fishman@marningstar.com
312-696-6523

Important Disclosure

The conduct of Morningstar's analysts is
govemed by Code of Ethics/Code of Conduct
Policy, Personal Security Trading Policy (or
an of}, and | R h
Policy. For information regarding conflicts
of interest, visit http://global.mormningstar
.com/equitydisclosures

The primary analyst covering this company
does not own its stock.

Research as of 04 May 2017

Estimates as of 04 May 2017

Pricing data as of 04 May 2017 13:08
Rating updated as of 04 May 2017 13.08

Currency amounts expressed with *$" are in
U.S. dolfars {USD) unless otherwise denoted.

Contents

1

Marningstar Analyst Forecasts 2

Methodology for Valuing Companies 6

Analyst Note 04 May 2017

We are increasing our fair value estimate to $23 from $21
per share and reaffirming our narrow moat and stable moat
trend ratings after NiSource reported strong 2017 first-
quarter eamings, raised its 2017 earnings guidance, and
reaffirmed its long-term capital expenditure forecast.

At its Analyst Day in March, NiSource initiated a 2018-20
annual capital expenditure guidance range of $1.6 billion-
$1.8 billion. The company had increased its 2017 planned
capital expenditures to $1.6 billion-$1.7 billion from $1.5
billion during its 2016 earnings call in late February.
Management reaffirmed both forecasts, driving our 6%
annual earnings growth estimate through 2021.

Operating earnings in the 2017 first-quarter were $0.71 per
share versus $0.62 in the same period last year. NiSource
raised its 2017 earnings guidance to the upper half of its
previousrange of $1.12-$1.18 per share. Based on the strong
first quarter and increased guidance, we have increased our
2017 earnings estimate to $1.17 from $1.15 per share.

Utilities - Regulated

Vital Statistics

Market Cap (USD Mil) 1772
52-Week High (USD) 26.94
52-Week Low (USD) 2117
52-Week Total Return % 6.8
YTD Total Return % 10.0
Last Fiscal Year End 31 Dec 2016
S-Yr Forward Revenue CAGR % 49
5-Yr Forward EPS CAGR % 6.1
Price/Fair Value 1.14
Valuation Summary and Forecasts

Fiscal Year: 2015 000 20176) 20188
Price/Earmings 208 203 205 18.9
EV/EBITDA 9.7 10.6 102 97
EV/EBIT 16.1 174 16.3 157
Free Cash Flow Yield % -3.2 9.4 46 -135
Dividend Yield % 42 29 29 32
Financial Summary and Forecasts (USD Mil)

Fiscal Year: 2015 W06 20008 2008
Revenue 4,652 4,493 4,775 4,956
Revenue YoY % -28.1 -3.4 63 38
EBIT 802 857 962 998
EBIT YoY % -34.9 7.0 122 37
Net Income, Adjusted 299 351 389 440
Net Income YoY % -44.0 17.4 108 132
Diluted EPS 0.94 1.08 1.17 127
Diluted EPS YoY % -44.5 16.1 77 84
Free Cash Flow 3741 -602 359 -833
Free Cash Flow YoY % 7213 -161 1598 3317
Historical/forecast data sources are A Esti and may reflect adj

Profile

NiSource is one of the nation's largest natural gas distribution companies
with approximately 3.5 million customers in Indiana, Kentucky, Maryland,
Massachusetts, Ohio, Pennsylvania, and Virginia. NiSource’s electric utility
transmits and distributes electricity in northern Indiana to about 500,000
customers. The regulated electric utility also owns more than 3,000 MW of
generation capacity, most of which is coal-fired.
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Financial Summary and Forecasts

Fiscal Year Ends in December Forecast
3-Year 5-Year
Growth {% YoY) Hist. CAGR 2014 2015 2016 2017 2008 Proj. CAGR
Revenue 74 14.4 -28.1 -3.4 63 38 49
EBIT -8.7 9.3 -34.9 7.0 122 37 7.5
EBITDA -62 78 218 59 87 47 6.9
Net Income -108 8.1 -44.0 17.4 108 132 102
Diluted EPS -11.7 7.0 -445 16.1 77 84 6.1
Eamings Before Interest, after Tax -104 36 -35.0 6.8 432 -77.9 84
Free Cash Flow — 58.7 27213 -116.1 -159.8 -331.7 —
3-Year 5-Year
Profitability Hist. Avg 2014 2015 2016 2017 2018 Proj. Avg
Operating Margin % 184 19.0 17.2 19.1 202 20.1 208
EBITDA Margin % 294 284 285 313 323 328 33.3
Net Margin % 7.5 83 6.4 78 82 89 92
Free Cash Flow Margin % 192 -9.3 80.4 -13.4 75 -16.8 -1.4
ROIC % 62 79 55 5.4 7.1 1.4 5.4
Adjusted ROIC % 73 95 6.3 6.0 80 16 6.0
Return on Assets % 1.8 22 14 1.8 2.0 22 22
Return on Equity % 7.6 8.8 57 8.4 9.1 9.3 92
3-Year 5-Year
Leverage Hist. Avg 2014 015 2016 2017 208 Proj. Avg
Debt/Capital 064 0.62 0.64 0.66 0.63 0.64 062
Total Debt/EBITDA 544 545 5.24 5.63 5.03 546 5.14
EBITDA/Interest Expense 388 414 349 4.02 4.28 411 424
Valuation Summary and Forecasts Discounted Cash Flow Valuation
2015 2016 2017(F)  208(E) ) Firm Value Per Share
USD Mil (%) Value
Price/Fair Value 1.08 1.05 - —=
Prica/Eaminge 208 203 205 189 Present Value Stage | -294 -1.9 -0.87
EV/EBITDA 97 108 102 97 Present Value Stage Il 2221 145 6.55
Free Cash Flow Yield % 32 94 46  -135 i ’
Dividend Yield % 4.2 29 29 32 .
Cash and Equivalents 40 —_ 012
Debt -7.909 - nB7
Key Valuation Drivers Preferred Stock = e L
Cost of Equity % 75 Other Adj 300 — 0.88
Pre-Tax Cost of Debt % 58  Equity Value 1810 - 2.9
Weighted Average Cost of Capital % 5.9
Long-Run Tax Rate % 280 Projected Diluted Shares 340
Stage Il EBI Growth Rate % 5.0
Stage Il Investment Rate % 714  FairValue per Share {USD) 2300
Perpetuity Year 15

The data in the table above represent base-case forecasts in the company's reporting
currency Fs of the beginning of the current year. Our fair value estimate may diﬂeafmm the
Additional estimates and scenarios available for download at http://select. i equity value per share shown above due Lo our time value of money adjustment and in cases

Vel d L = where probability-weighted scenario analysis is performed.
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|ncome Statement (USDM||) T e S s s S S S

Fiscal Year Ends in December Forecast
2014 2015 2016 07 2018
Revenue 647 4,652 4,493 4775 4,956
Cost of Goods Sold 2224 1,644 1,390 1,498 1,554
Gross Profit 4246 3,008 3,102 3277 3402
Selling, General & Administrative Expenses 2,136 1,426 1,454 1,438 1,542
Other Operating Expense {Income) 320 256 244 240 247
Other Operating Expense {Income) -47 — — 10 10
Depreciation & Amortization (if reported separately) 606 524 547 567 604
Operating Income (ex charges) 1231 802 857 962 998
Restructuring & Other Cash Charges -32 2 -1 — —
Impairment Charges (if reported separately) - —_— — —_ -
Other Non-Cash {Income}/Charges - — — — —
Operating Income (incl charges) 1,262 800 858 962 998
Interest Expense 444 380 350 360 392
Interest Income 22 -80 2 6 6
Pre-Tax Income 841 340 510 608 612
Income Tax Expense 310 141 182 219 171
Other After-Tax Cash Gains (Losses) -1 104 3 — —
Other After-Tax Non-Cash Gains [Losses) — —_ — - —
{Minority Interest) - -16 — — —_
{Preferred Dividends) — — — — -
Net Income 530 287 332 389 440
Weighted Average Diluted Shares Outstanding 317 320 324 333 347
Diluted Earnings Per Share 1.67 0.90 1.02 117 127
Adjusted Net Income 534 299 351 389 440
Diluted Earnings Per Share {Adjusted) 1.69 0.94 1.09 117 127
Dividends Per Common Share 1.02 0.83 0.64 0.68 072
EBITDA 1,868 1,324 1,405 1,540 1,613
Adjusted EBITDA 1,836 1,326 1,404 1,540 1,613
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Balance Sheet USOMI

Fiscal Year Ends in December recast

2014 2015 06 2017 2018
Cash and Equivalents 50 45 36 67 51
Investments — - - — —
Accounts Receivable 921 660 847 654 679
Inventory 586 537 494 410 426
Deferred Tax Assets {Current} 214 — — — —
(Other Short Term Assets 636 335 385 350 375
Current Assets 2,467 1,577 1,762 1,482 1,531
Net Property Plant, and Equipment 11,057 12112 13,068 14,151 18,244
Goodwill 1,691 1,691 1.691 1,691 1,691
Other Intangibles 265 254 243 232 221
Deferred Tax Assets {Long-Term) — - — — —
QOther Long-Term Operating Assets 1,545 1,600 1637 1,910 1,935
Long-Term Non-Operating Assets 7,843 260 292 292 292
Total Assets 24,866 17,493 18,692 18,757 20914
Accounts Payable 610 433 539 581 603
Short-Term Debt 1.844 1,001 1,851 1,000 1,000
Deferred Tax Liabilities {Current) — — — — -
Other Short-Term Liabilities 1.611 1,223 1,062 1,300 1,400
Current Liabilities 3,964 2,658 3452 2,881 3,003
Long-Term Debt 8,156 5,949 6,058 6,750 7.800
Deferred Tax Liabilities {Long-Term) 2,380 2,365 2,528 2,941 2441
QOther Long-Term Operating Liabilities 2,996 1.350 1,265 1,350 1,350
Long-Term Non-Operating Liabilities 1,135 1,327 1317 1317 1,317
Total Liahilities 18,691 13,649 14,621 15239 15,911
Preferred Stock — — - - —_
Common Stack 3 3 3 3 3
Additional Paid-in Capital 4,788 5,078 5,154 5454 5,754
Retained Earnings (Deficit) 1,494 -1,123 -972 -809 -619
{Treasury Stock) -59 -79 -89 -89 -89
Other Equity -51 -35 -25 -41 -46
Shareholder's Equity 6,175 384 40m 4518 5003
Minority Interest -— — - — —
Total Equity 6,175 3,844 4,071 4518 5,003
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Cash Flow (USD Mil)

Fiscal Year Ends in December Forecast
2014 018 2018 2017 2018

Net Income 530 302 332 389 440
Depreciation 606 524 547 567 604
Amortization —_ — —_ 1 n
Stock-Based Compensatian 72 51 47 37 39
Impairment of Goodwill — — - — —
Impairment of Other Intangibles = — — — -
Deferred Taxes 299 135 182 413 -500
Other Non-Cash Adjustments -50 -1 -12 — —
(Increase) Decrease in Accounts Receivable 63 262 -188 193 25
(Increase) Decrease in Inventory -120 47 39 84 -15
Change in Other Short-Term Assets 9 43 -251 35 -25
Increase {Decrease) in Accounts Payable 38 -19 103 42 22
Change in Other Shont-Term Liabilities — — — 238 100
Cash From Operations 1,321 1,163 804 2,009 651
(Capital Expenditures) -2,029 -1,361 -1,475 -1,650 -1,696
Net (Acquisitions), Asset Sales, and Disposals 13 5 — — —
Net Sales [Purchases) of Invastments —_ — — — —
QOther Investing Cash Flows -101 3731 -108 -189 -25
Cash From Investing -2,117 2315 -1,583 -1,839 -1,723
Common Stock Issuance (or Repurchase) 20 2 14 300 300
Common Stock (Dividends) -3 -263 -206 -226 -250
Short-Term Debt Issuance (or Retirement) 878 -936 21 851 —
Long-Term Debt Issuance {or Retirement) 213 -2,186 62 692 1,050
Other Financing Cash Flows — -137 = -37 -39
Cash From Financing 79% -3,520 ™ -123 1,061
Exchange Rates, Discontinued Ops, etc. {net) -1 -28 -1 -16 -5
Net Change in Cash -1 -10 1 31 -16
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Overview

At the heart of our valuation system is a detailed
projection of a company’s future cash flows, re-
sulting from our analysts’ research. Analysts cre-
ate custom industry and company assumptions
to feed income statement, balance sheet, and
capital investment assumptions into our globally
standardized, proprietary discounted cash flow,
or DCF, modeling templates. We use scenario
analysis, in-depth competitive advantage analy-
sis, and a variety of other analytical tools to aug-
ment this process. Moreover, we think analyzing
valuation through discounted cash flows pres-
ents a better lens for viewing cyclical companies,
high-growth firms, businesses with finite lives
(e.g., mines), or companies expected to generate
negative earnings over the next few years. That
said, we don't dismiss multiples altogether but
rather use them as supporting cross-checks for
our DCF-based fair value estimates. We also ac-
knowledge that DCF models offer their own chal-
lenges (including a potential proliferation of esti-
mated inputs and the possibility that the method
may miss short-term market-price movements),
but we believe these negatives are mitigated by
deep analysis and our long-term approach.

Morningstar's equity research group (“we”,

“our”) believes that a company's intrinsic worth
results from the future cash flows it can generate.
The Morningstar Rating for stocks identifies
stocks trading at a discount or premium to their
intrinsic worth—or fair value estimate, in Morn-
ingstar terminology. Five-star stocks sell for the
biggest risk-adjusted discount to their fair values,
whereas 1-star stocks trade at premiums to their
intrinsic worth,

Four key components drive the Morningstar rat-
ing: (1) our assessment of the firm's economic
moat, (2} our estimate of the stock’s fair value, (3)
our uncertainty around that fair value estimate

and {4) the current market price. This process ultimately
culminates in our single-point star rating.

1. Economic Moat

The concept of an economic moat plays a vital role not
only in our qualitative assessment of a firm's leng-term
investment potential, but also in the actual calculation
of our fair value estimates. An economic moat is a
structural feature that allows a firm to sustain excess
profits over a long period of time. We define economic
profits as returns on invested capital (or ROIC) over and
above our estimate of a firm's cost of capital, or weight-
ed average cost of capital (or WACC). Without a moat,
profits are more susceptible to competition. We have
identified five sources of economic moats: intangible
assets, switching costs, network effect, cost advantage,
and efficient scale.

Companies with a narrow moat are those we believe
are more likely than not to achieve normalized excess
returns for at least the next 10 years. Wide-moat com-
panies are those in which we have very high confi-
dence that excess returns will remain for 10 years, with
excess returns more likely than not to remain for at
least 20 years. The longer a firm generates economic
profits, the higher its intrinsic value. We believe low-
quality, no-moat companies will see their normalized
returns gravitate toward the firm's cost of capital more
quickly than companies with moats.

To assess the sustainability of excess profits, analysts
perform ongoing assessments of the moat trend. A
firm's moat trend is positive in cases where we think its
sources of competitive advantage are growing stron-
ger, stable where we don't anticipate changes to com-
petitive advantages over the next several years; or neg-
ative when we see signs of deterioration.

2. Estimated Fair Value

Combining our analysts’ financial forecasts with the
firm's economic moat helps us assess how long returns
on invested capital are likely to exceed the firm's cost of

Momingstar Research Methodology for Valuing Companies

Economic Moat \\‘ N\
Financial Health \ N\ ]
Stewardship Morningstar Fair Value
Uncertainty

Moat Trend

\
\
N
\
» Momingstar Rating™ For Stocks
© kkk kK

Margin of Safety

Market Pricing

capital. Returns of firms with a wide economic moat rat-
ing are assumed to fade to the perpetuity period over a
longer period of time than the returns of narrow-moat
firms, and both will fade slower than no-moat firms, in-
creasing our estimate of their intrinsic value.

Our model is divided into three distinct stages:

Stage I: Explicit Forecast

In this stage, which can last five to 10 years, analysts
make full financial statement forecasts, including items
such as revenue, profit margins, tax rates, changes in
working-capital accounts, and capital spending. Based
on these projections, we calculate earnings before in-
terest, after taxes (EBI) and the net new investment
(NNI) to derive our annual free cash flow forecast.

Stage II: Fade

The second stage of our model is the period it will take
the company’s return on new invested capital —the re-
turn on capital of the next dallar invested {“RONIC")—
to decline (or rise) to its cost of capital. During the Stage
1l period, we use & formula to approximate cash flows in
lieu of explicitly modeling the income statement, bal-
ance sheet, and cash flow statement as we do in Stage
I. The length of the second stage depends on the
strength of the company’s economic moat. We forecast
this period to last anywhere from one year (for compa-
nies with no economic moat) to 10—15 years or more (for
wide-moat companies). During this period, cash flows
are forecast using four assumptions: an average growth
rate for EBI over the period, a normalized investment
rate, average return on new invested capital (RONIC),
and the number of years until perpetuity, when excess
returns cease. The investment rate and return on new
invested capital decline until a perpetuity value is calcu-
lated. In the case of firms that do not earn their cost of
capital, we assume marginal ROICs rise to the firm's
cost of capital (usually attributable to less reinvestment),
and we may truncate the second stage.

Stage l1l: Perpetuity

Once a company's marginal ROIC hits its cost of capital,
we calculate a continuing value, using a standard per-
petuity formula. At perpetuity, we assume that any
growth or decline or investment in the business neither
creates nor destroys value and that any new investment
provides a return in line with estimated WACC.

Because a dollar earned today is worth more than a dol-
lar earned tomorrow, we discount our projections of
cash flows in stages [, Il, and Il to arrive at a total pres-
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ent value of expected future cash flows. Because
we are modeling free cash flow to the firm —rep-
resenting cash available to provide a return to all
capital providers—we discount future cash
flows using the WACC, which is a weighted aver-
age of the costs of equity, debt, and preferred
stock {and any other funding sources), using ex-
pected future proportionate long-term, market-
value weights.

3. Uncertainty around that fair value estimate
Morningstar's Uncertainty Rating captures a
range of likely potential intrinsic values for a
company and uses it to assign the margin of safe-
ty required before investing, which in turn explic-
itly drives our stock star rating system. The Un-
certainty Rating represents the analysts” ability
to bound the estimated value of the shares in a
company around the Fair Value Estimate, based
on the characteristics of the business underlying
the stock, including operating and financial lever-
age, sales sensitivity to the overall economy,
product concentration, pricing power, and other
company-specific factors.

Analysts consider at least two scenarios in addi-
tion to their base case: a bull case and a bear
case. Assumptions are chosen such that the ana-
lyst believes there is a 25% probability that the
company will perform better than the bull case,
and a 25% probability that the company will per-
form worse than the bear case. The distance be-
tween the bull and bear cases is an important in-
dicator of the uncertainty underlying the fair
value estimate,

Our recommended margin of safety widens as
our uncertainty of the estimated value of the eg-
uity increases. The more uncertain we are about
the estimated value of the equity, the greater the
discount we require relative to our estimate of
the value of the firm before we would recom-
mend the purchase aof the shares. In addition, the
uncertainty rating provides guidance in portfolio
construction based on risk tolerance.

Our uncertainty ratings for our qualitative analysis
are low, medium, high, very high, and extreme.

»Low: margin of safety for 5-star rating is a 20%
discount and for 1-star rating is 25% premium,

»Medium: margin of safety for 5-star rating is a 30%
discount and for 1-star rating is 35% premium.

» High: margin of safety for 5-star rating is a 40%
discount and for 1-star rating is 55% premium.

»Very High: margin of safety for 5-star rating is a 50%
discount and for 1-star rating is 75% premium.

»Extreme: Stock's uncertainty exceeds the parameters
we have set for assigning the appropriate margin of safety.

4, Market Price

The market prices used in this analysis and noted in the
report come from exchange on which the stock is listed
which we believe is a reliable source.

For more detail information about our methodology, please
go to http://global.momingstar.com/equitydisclosures

Morningstar Star Rating for Stocks

Once we determine the fair value estimate of a stock,
we compare it with the stock’s current market price on
a daily basis, and the star rating is automatically re-cal-
culated at the market close on every day the market on
which the stock is listed is open. Our analysts keep
close tabs on the companies they follow, and, based on
thorough and ongoing analysis, raise or lower their fair
value estimates as warranted.

Please note, there is no predefined distribution of stars.
That is, the percentage of stocks that earn 5 stars can
fluctuate daily, so the star ratings, in the aggregate,
can serve as a gauge of the broader market's valuation.
When there are many 5-star stocks, the stock market as

a whole is more undervalued, in our opinion, than when
very few companies garner our highest rating.

We expect that if our base-case assumptions are true
the market price will converge on our fair value estimate
over time, generally within three years (although it is
impassible to predict the exact time frame in which
market prices may adjust).

Our star ratings are guideposts to a broad audience and
individuals must consider their own specific investment
goals, risk tolerance, tax situation, time horizon, in-
come needs, and complete investment portfolio, among
other factors.

The Morningstar Star Ratings for stacks are defined below:

Five Stars sk J s

We believe appreciation beyond a fair risk-adjusted re-
turn is highly likely over a multiyear time frame. Scenar-
io analysis developed by our analysts indicates that the
current market price represents an excessively pessi-
mistic outlook, limiting downside risk and maximizing
upside potential.

Four Stars %%k %
We believe appreciation beyend a fair risk-adjusted re-
turn is likely.

Three Stars X k%
Indicates our belief that investors are likely to receive a
fair risk-adjusted return {approximately cost of equity).

Morningstar Research Methodology for Valuing Companies

Price/Fair Value

Low Medium

* | Stal

=251

IStar

* 1 Shar

High

Very High*

* Qceas iv7a vy 4 SLk's uncertar ty wih 5e 1o ~gr fer us o estmate, inwe ¢ case we faher it Extrerie
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Two Stars %% Quantitative Valuation: Using the below terms, intend-
We believe investors are likely to receive a less  ed to denote the relationship between the security's
than fair risk-adjusted return. Last Price and Morningstar's quantitative fair value es-
timate for that security.
One Star %
Indicates a high probability of undesirable risk- *>Undervalued: Last Price is below Morningstar's quanti-
adjusted returns from the current market price  tative fair value estimate.
over a multiyear time frame, based on our analy- *Farily Valued: Last Price is in line with Morningstar's
sis. Scenario analysis by our analysts indicates  Quantitative fair value estimate.
that the market is pricing in an excessively opti- *Overvalued: Last Price is above Morningstar’s quantita-
mistic outlook, limiting upside potential and leav-  tive fair value estimate.
ing the investor exposed to Capital loss.
Risk Warning
Other Definitions: Please note that investments in securities are subject
to market and other risks and there is no assurance or
Last Price: Price of the stock as of the close of  guarantee that the intended investment objectives will
the market of the last trading day before date of  be achieved. Past performance of a security may or may
the report. not be sustained in future and is no indication of future
performance. A security investment return and an in-
Stewardship Rating: Represents our assessment  vestor’s principal value will fluctuate so that, when re-
of management's stewardship of shareholder ~ deemed, an investor's shares may be worth more or
capital, with particular emphasis on capital allo-  less than their original cost. A security’s current invest-
cation decisions. Analysts consider companies’  ment performance may be lower or higher than the in-
investment strategy and valuation, financial fe-  vestment performance noted within the report. Morn-
verage, dividend and share buyback policies, ex- ~ ingstar's Uncertainty Rating serves as a useful data
ecution, compensation, related party transac-  point with respect to sensitivity analysis of the assump-
tions, and accounting practices. Corporate  tions used in our determining a fair value price.
governance practices are only considered if
they've had a demonstrated impact on share-
holder value. Analysts assign one of three rat-
ings: “Exemplary,” "Standard,” and “Poor.” Ana-
lysts judge stewardship from an equity holder’s
perspective. Ratings are determined on an abso-
lute 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 decisions.
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General Disclosure

The analysis within this report is prepared by the person(s)
noted in their capacity as an analyst for Morningstar’s equity
research group. The equity research group consists of
various Momingstar, Inc. subsidiaries {“Equity Research
Group)”. In the United States, that subsidiary is Morningstar
Research Services LLC, which is registered with and
governed by the U.S. Securities and Exchange Commission.

The opinions expressed within the report are given in good
faith, are as of the date of the report and are subject to
change without notice. Neither the analyst nor Equity
Research Group commits themselves in advance to whether
and in which intervals updates to the report are expected
to be made. The written analysis and Morningstar Star
Rating for stocks are statements of opinions; they are not
statements of fact.

The Equity Research Group believes its analysts make a
reasonable effort to carefully research information
contained in the analysis. The information on which the
analysis is based has been obtained from sources believed
to be reliable such as, for example, the company'’s financial
statements filed with a regulator, company website,
Bloomberg and any other the relevant press sources. Only
the information obtained from such sources is made

2017 Jan

available to the issuer wha is the subject of the analysis,
which is necessary to properly reconcile with the facts.
Should this sharing of information result in considerable
changes, a statement of that fact will be noted within the
report. While the Equity Research Group has obtained data,
statistics and information from sources it believes to be
reliable, neither the Equity Research Group nor Morningstar,
Inc.performs an audit or seeks independent verification of
any of the data, statistics, and information it receives.

Unless otherwise provided in a separate agreement,
recipients accessing this report may only use it in the country
inwhich the Morningstar distributor is based. Unless stated
otherwise, the original distributor of the report is
Morningstar Research Services LLC, a U.S.A. domiciled
financial institution.

This report is for informational purposes only and has no
regard to the specific investment objectives, financial
situation or particular needs of any specific recipient. This
publication is intended to provide information to assist
institutional investors in making their own investment
decisions, not to provide investment advice to any specific
investor. Therefore, investments discussed and recommendations
made herein may not be suitable for all investors: recipients
must exercise their own independent judgment as to the
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suitability of such investments and recommendations in the
light of their own investment objectives, experience,
taxation status and financial position.

The information, data, analyses and opinions presented
herein are not warranted to be accurate, correct, complete
or timely. Unless otherwise provided in a separate
agreement, neither Morningstar, Inc. or the Equity Research
Group represents that the report contents meet all of the
presentation and/or disclosure standards applicable in the
jurisdiction the recipient is located.

Except as otherwise required by law or provided for in a
separate agreement, the analyst, Morningstar, Inc. and the
Equity Research Group and their officers, directors and
employees shall not be responsible or liable for any trading
decisions, damages or other losses resulting from, or related
to, the information, data, analyses or opinions within the
report. The Equity Research Group encourages recipients of
this report to read all relevant issue documents (e.g.,
prospectus} pertaining to the security concerned, including
without limitation, information relevant to its investment
objectives, risks, and costs before making an investment
decision and when deemed necessary, to seek the advice
of a legal, tax, and/or accounting professional.

The Report and its contents are 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, publication,
availability or use would be contrary to law or regulation or
which would subject Morningstar, Inc. or its affiliates to any
registration or licensing requirements in such jurisdiction.

Where this report is made available in a language other
than English and in the case of inconsistencies between the
English and translated versions of the report, the English
versien will control and supersede any ambiguities
associated with any part or section of a report that has been

issued in a foreign language. Neither the analyst,
Morningstar, Inc., or the Equity Research Group guarantees
the accuracy of the translations.

This report may be distributed in certain localities, countries
and/or jurisdictions (“Territories”} by independent third
parties or independent intermediaries and/or distributors
{“Distributors"). Such Distributors are not acting as agents
or representatives of the analyst, Morningstar, Inc. or the
Equity Research Group. In Territories where a Distributor
distributes our report, the Distributor is solely responsible
for complying with all applicable regulations, laws, rules,
circulars, codes and guidelines established by local and/or
regional regulatory bodies, including laws in connection
with the distribution third-party research reports.

Conflicts of Interest:

» No interests are held by the analyst with respect to the
security subject of this investment research report.
—Morningstar, Inc. may hold a long position in the security
subject of this investment research report that exceeds
0.5% of the total issued share capital of the security. To
determine if such is the case, please click
http://msi.morningstar.com and http://mdi.morningstar.com.®
Analysts' compensation is derived from Morningstar, Inc.'s
overall earnings and consists of salary, bonus and in some
cases restricted stock.

* Neither Morningstar, Inc. or the Equity Research Group
receives commissions for providing research nor do they
charge companies to be rated.

o Ngither Morningstar, Inc. or the Equity Research Group is
a market maker or a liquidity provider of the security noted
within this report.

¢ Neither Momingstar, Inc. or the Equity Research Group
has been a lead manager or co-lead manager over the
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previous 12-months of any publicly disclosed offer of
financial instruments of the issuer.

¢ Morningstar, Inc.’s investment management group does
have arrangements with financial institutions to provide
portfolio management/investment advice some of which an
analystmay issue investment research reports on. However,
analysts do not have authority over 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.

e Morningstar, Inc. is a publicly traded company {Ticker
Symbol: MORN)and thus a financial institution the security
of which is the subject of this report may own more than
5% of Morningstar, Inc.'s total outstanding shares. Please
access Morningstar, Inc.s proxy statement, “Security
Ownership of Certain Beneficial Owners and Management”
section http://investorrelations.morningstar.com/sec.cfm-
Tdoctype=Proxy&year=8x=12

¢ Morningstar, Inc. may provide the product issuer or its
related entities with services or products for a fee and on
an arms’ length basis including software products and
licenses, research and consulting services, data services,
licenses to republish our ratings and research in their
promotional material, event sponsorship and website
advertising.

Furtherinformation on Morningstar, Inc.'s conflict of interest
policies is available from http://global.morningstar.com/e-
quitydisclosures. Also, please note analysts are subject to
the CFA Institute’s Code of Ethics and Standards of
Professional Conduct.

For a list of securities which the Equity Research Group
currently covers and provides written analysis on please
contact your local Morningstar office. In addition, for

historical analysis of securities covered, including their fair
value estimate, please contact your local office.

For Recipients in Australia: This Report has been issued and
distributed in Australia by Morningstar Australasia Pty Ltd
(ABN: 95 090 665 544; ASFL: 240892). Morningstar
Australasia Pty Ltd is the provider of the general advice {'the
Service') and takes responsibility for the production of this
report. The Service is provided through the research of
investment products. To the extent the Report contains
general advice it has been prepared without reference to
an investor's objectives, financial situation or needs.
Investors should consider the advice inlight of these matters
and, if applicable, the relevant Product Disclosure
Statement before making any decision to invest. Refer to
our Financial Services Guide (FSG) for more information at
http://www.morningstar.com.au/fsg.pdf .

For Recipients in Hong Kong: The Report is distributed by
Morningstar Investment Management Asia Limited, which
is regulated by the Hong Kong Securities and Futures
Commission to provide services to professional investors
only. Neither Morningstar Investment Management Asia
Limited, nor its representatives, are acting or will be deemed
to be acting as an investment advisor to any recipients of
this information unless expressly agreed to by Morningstar
Investment Management Asia Limited. For enquiries
regarding this research, please contact a Morningstar
Investment Management Asia Limited Licensed Representative
at http://global. morningstar.com/equitydisclosures .

For Recipients in India: This Investment Research is issued
by Morningstar Investment Adviser India Private Limited.
Morningstar Investment Adviser India Private Limited is
registered with the Securities and Exchange Board of India
(Registration number INA000001357) and provides
investment advice and research. Morningstar Investment
Adviser India Private Limited has not been the subject of
any disciplinary action by SEBI or any other legal/regulatory
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body. Morningstar Investment Adviser India Private Limited
is a wholly owned subsidiary of Morningstar Investment
Management LLC. In India, Morningstar Investment Adviser
India Private Limited has one associate, Morningstar India
Private Limited, which provides data related services,
financial data analysis and software development.

The Research Analyst has not served as an officer, director
or employee of the fund company within the last 12 months,
norhas it orits associates engaged inmarket making activity
for the fund company.

*The Conflicts of Interest disclosure above also applies to
relatives and associates of Manager Research Analysts in
India # The Conflicts of Interest disclosure above also
applies to associates of Manager Research Analysts in
India. The terms and conditions on which Morningstar
Investment Adviser India Private Limited offers Investment
Research to clients, varies from client to client, and are
detailed in the respective client agreement.

Forrecipients in Japan: The Report is distributed by Ibbotson
Associates Japan, Inc., which is regulated by Financial
Services Agency. Neither Ibbotson Associates Japan, Inc.,
nor its representatives, are acting or will be deemed to be
acting as an investment advisor to any recipients of this
information.

For recipients in Singapore: For Institutional Investor
audiences only. Recipients of this report should contact their
financial adviser in Singapore in relation to this report.
Morningstar, Inc., and its affiliates, relies on certain
exemptions (Financial Advisers Regulations, Section 32B
and 32C) to provide its investment research to recipients in
Singapore.
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NiSource Reports Strong 1Q and Raises Earnings Guidance;
Increasing Our Fair Value Estimate Market Cap {USD Mi) 717m2
Updated Forecasts and Estimates from 04 May 2017 52-Week High (USD 2694
52-Week Low (USD) RN
Charles Fishman, CFA Investment Thesis 04 May 2017 52-Week Total Return % 6.8
R 7D Total Return % 100
charles.fishman@morningstar.com In July 2015, NiSource completed its separation from Columbia Qi HEN :
312-696-6523 m_ . . i
Pipeline Group, or CPG, and the company now derives all of its Fostijscaliieaen] SDecZlls
. ) : 5-Yr Forward Revenue CAGR % 49
operating revenue from its regulated electric and natural gas
distributi tilities. During th : | NiS \ 5Yr Forward EPS CAGR % 6.1
ribution utilities. During the )
istributio il uri g- past several years, NiSource's oo oo 14
regulated utilities have received favorable regulatory treatment . s
Important Disclosure and now receive automatic rate tracker mechanisms for 75% of
The conduct of Morningstar's analysts is R . Fiscal Year: 2015 2016 2017(E) 2018(F)
govemedbyCode of Ethics/Codeof Conduct  Planned  capital expenditures. As a result of the favorable Price/Earnings 208 203 205 18.9
Policy, Personal Security Trading Policy (or . . ) '
0 S e FeEEn Ressarci regulatory frameworks in seven different states and the Federal ~ py/eBITDA 9.7 10.6 102 97
Policy. For information regarding conflicts  Energy Regulatory Commission, NiSource has stepped up its  EV/EBIT 16.1 174 16.3 157
of interest, visit http://global.morningstay . . g h q . i
.mﬁfer;jiw‘gis;c|ost$e/s/g° LTINS capital expenditures. We estimate these investments will drive  Free Cash Flow Yield % 3z 84 46 135
= e
: annual EPS growth of 6% per year and result in similar dividend ~ 01vi0end Yield % a2 23 4 oz
oot ommtsocr P increases over the nex five years.
Financial Summary and Forecasts (USD Mil)
Research as of 04 May 2017 . .- . . : g
Estimates meng 2017 NiSource's regulated utility businesses plan to invest about $30 Fiscal Year: 2015 e 207 2018
fcing dath as of 04 May 20 7/1 .08 billion in infrastructure improvements during the next 20 years,  evenue 4652 4433 4775 455
Rating updated as of 04 May 2017 13:08 R - K Revenue YoY % -28.1 34 63 38
Approximately $750 million per year of these investments are ) ) ) )
N L . L F - - EBIT 802 857 962 998
Currency amounts expressed with *$"arein ~ modernization programs for replacing steel pipe with plastic at its
U-S- dollars {USD) unless otherwise denoted. oy a1 gas distribution utilities. We estimate the annual earnings EBIT Yo % s 9 122 57
& : - . AlBAMINGS et Income, Adjusted 29 3 ;9 M0
Contents growth from these investments should drive operating earings . |ncome Yoy o 440 17.4 108 122
growth at the Gas Distribution segment of approximately 8% per  pyjjued £PS 0.94 108 117 127
Investment Thesis } ) ’ ’
e LU Diluted EPS YoY % -445 161 77 84
Morningstar Analysis
e i Free Cash Flow M 602 359 833
Analyst Nots 2 . . e
) . A $1.2 billion seven-year electric system modernization plan and  Free Cash Flow YoY % 7213 -1161 -1598  -331.7
Valuation, Growth and Profitability 2 X X i
Seenario Analyss - tracker mechanisms for automatic rate increases was approvedby Historical/forecast data sources are Morningstar Estimates and may reflect adjustments.
Ecanomic Moat 3 Indiana legislation in 2016. The regulatory framework for these
Moat Trend 3 investments allows for recovery in rates in less than 12 months, n
L . . P
Bulls Say/Bears Say 4 Mminimizing regulatory lag and allowing realized returns to fills
Financial Health 5  approximate allowed returns, These investments combined with NiSource is one of the nation's largest natural gas distribution companias
_EntepriseRisk 5 otherinvestmentsinelectricinfrastructure shouldresultinaverage  with approximately 3.5 million customers in Indiana, Kentucky, Maryland,
Management & Ownership 7 annual operating earnings from the Electric segment increasing at Massachusetts, Ohic, Pennsylvania, and Virginia. NiSource’s electric utility
pnalyst Note Achive B almast 4% per year, transmits and distributes electricity in northern Indiana to about 500,000
- i — customers. The regulated electric utility also owns more than 3,000 MW of
Additional Information - . h S .
------- generation capacity, most of which is coal-fired.
Moringstar AnalystForecasts %2 NiSource cut its dividend in 2015 to $0.62 per share annualized

Comparable Company Analysis 1%

logy for Val

after the separation from CPG. The company raised its dividend in
mid-2016 by 6.5% and again by 6.1% earlier this year. We believe
NiSource will be able to continue increases at this rate for the
foreseeable future.
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Morningstar Analysis

NiSource Reports Strong 1Q and Raises Earnings
Guidance; Increasing Our Fair Value Estimate 04 May
2017

We are increasing our fair value estimate to $23 from $21
per share and reaffirming our narrow moat and stable moat
trend ratings after NiSource reported strong 2017 first-
quarter earnings, raised its 2017 earnings guidance, and
reaffirmed its long-term capital expenditure forecast.

At its Analyst Day in March, NiSource initiated a 2018-20
annual capital expenditure guidance range of $1.6 billion-
$1.8 billion. The company had increased its 2017 planned
capital expenditures to $1.6 billion-$1.7 billion from $1.5
billion during its 2016 earnings call in late February.
Management reaffirmed both forecasts, driving our 6%
annual earnings growth estimate through 2021.

Operating earnings in the 2017 first-quarter were $0.71 per
share versus $0.62 in the same period last year. NiSource
raised its 2017 earnings guidance to the upper half of its
previousrange of $1.12-§1.18 per share. Based on the strong
first quarter and increased guidance, we have increased our
2017 earnings estimate to $1.17 from $1.15 per share.

Valuation, Growth and Profitability 04 May 2017

We are increasing our fair value estimate to $23 per share
from $21 per share driven primarily by increased
infrastructure investments that should drive rate base
growth and eamings. Our assumption for capital
expenditures over the five-year period endingin 2021 is $8.7
billion versus $7.5 billion in our previous estimate for the
five-year period ending in 2020. Our fair value estimate also
benefited from time-value appreciation since our last
update.

NiSource's $2.7 billion five-year electric utility
infrastructure investment program is the primary driver of
our 4% annual operating earnings growth estimate during

the next several years. At its gas distribution utilities, we
estimate capital expenditures of $6 billion during the next
five years. We estimate that favorable regulatory
framewaorks should push average annual gas distribution
operating earnings growth to approximately 8%.

We estimate annual consolidated EPS growth of 6% even
with the headwind of 20% more common shares
outstanding over the next five years. Our estimate is at the
midpoint of NiSource's 5%-7% earnings growth target
through 2020.

We assume a 25% U.S. federal corporate tax rate effective
in 2018. Since the majority of NiSource's income taxes are
related to the company's regulated utilities, we expect most
of the net benefit of lower income taxes would reduce
customer rates.

We use a 5.9% cost of capital in our discounted cash flow
valuation, which incorporates a 7.5% cost of equity. Our
cost of equity is lower than the 9% rate of return we expect
investors will demand of a diversified equity portfolio. We
believe our cost of equity reflects the risk associated with
regulated electric and natural gas distribution utilities
operating in states that have average to above-average
regulatory frameworks.

Our pretax cost of debt assumption is 5.8%, as we
incorporate a normalized long-term real rate environment
and normalized credit spreads. A 2.25% long-term inflation
outlook underpins our capital cost assumptions.

Our fair value estimate implies a 18 times multiple on 2018
earnings, slightly higher than the fair value estimate
multiples for the company's U.S. requlated utility peers. We
believe the premium relative valuation is appropriate given
the visibility of NiSource's investment opportunities over
the next 20 years.
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Scenario Analysis

Our uncertainty rating is low. I we assume capital
expendituresare 25% less than our estimate during the next
five years, then our annual EPS growth would decline about
5% and our fair value estimate would decrease
approximately $3 per share. We believe it is unlikely that
capital expenditures will materially exceed our estimate.

A 50-basis-point change in our cost of equity assumption
changes our fair value estimate by $3 per share.

Economic Moat

Service territory monopolies and efficient-scale advantages
are the primary moat sources for regulated utilities such as
NiSource. State and federal regulators typically grant
regulated utilities exclusive rights to charge customers rates
that allow the utilities to earn a fair return on and return of
the capital they invest to build, operate, and maintain their
infrastructure. In exchange for regulated utilities” service
territory monopolies, state and federal regulators set
returns at levels that aim to minimize customer costs while
offering fair returns for capital providers.

This implicit contract between regulators and capital
providers should, on balance, allow NiSource's regulated
utilities to achieve at least their costs of capital, though
observable returns might vary in the short run based on
demand trends, investment cycles, operating costs, and
access to financing.

NiSource derives roughly 70% of its earnings from the
regulated distribution of natural gas. For natural gas
distribution service, regulators set distribution rates and the
commodity price for customers purchasing natural gas from
NiSource. NiSource recovers its costs for natural gas that
it sells with a pass-through charge to customers. Thus,
NiScurce has no commodity-price risk that could potentially
weaken its moat. 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.

Electricity generation, which contributes about 30% of
earnings, is from operations in Indiana and is also regulated.
The rates for this service are combined with regulated
customer rates for transmission and distribution service. In
exchange for its monopoly position, state and federal
regulators set NiSource's electric rates.

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. All operating
earnings are from FERC-regulated electric transmission and
state-regulated natural gas and electric utilities. We think
it is unlikely that the FERC or the state regulatory
frameworks will change. As with almost all regulated
utilities, we believe regulatory caps on revenue and returns
preclude NiSource from establishing awide economic moat.
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Bulls Say/Bears Say
Bulls Say Bears Say

» We expect NiSource's annual dividend growth to
average 6% during the next five years for the
foreseeable future.

» We believe the separation of the Columbia Pipeline
Group from NiSource was good shareholder
stewardship, as the market valued the individual
businesses more highly at the time of the separation.

» New legisiation has improved the regulatory
framework in Indiana for NiSource's electric and
natural gas distribution utilities.

» |ndustrial customers account for almost half of
NiSource's electric load served, higher than most
utilities. Industrial sales are more sensitive to the
economy than residential and commercial sales.

= Although NiSource reports weather-normalized
operating earnings, mild weather negatively affects
GAAP earnings and cash flow.

= NiSource's common shares are expected to increase
by 20% over the next five years in order to fund
infrastructure investment. The additional shares will
be a headwind to earnings growth.
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Five Year Adjusted Cash Flow Forecast (USD Mil) Financial Health

e ] S i G As N|Sogrce mcreasesvlts infrastructure {nvestmer‘lts \_t v‘{|ll
Cash and Equivalents (beginning of period) 36 67 51 112 61 need to issue a material amount of equity to maintain its
Adjusted Available Cash Flow a5 310 407 304 384 financial health. We estimate the company will issue
Total Cash Available before Debt Service 351 377 458 416 445 . . .

approximately $300 million per year of common equity

Principal Payments 542 -266 755 -598 -809  through 2021 to maintain its solid balance sheet and credit
Interest Payments 360 -392 418 -430 -448 . . o
Other Cash Obligations and Commitments — 7 profile. Debt/capital rose to 66% at 2016 year-end from the
Total Cash Obligations and Commitmants 902 658 -1,173 -1.028 -1257  60% range before the separation from CPG. We project that

Cumulative Annual Cash Flow Cushion

Cash Flow Cushion  wesssss
Possible Liquidity Need =———

e

mamE

2019 1}

Adjusted Cash Flow Summary

Beginning Cash Balance
Sum of 5-Year Adjusted Free Cash Flow
Sum of Cash and 5-Year Cash Generation

Revolver Availability
Asset Adjusted Borrowings (Repayment)

Sum of Cash, 5-Year Cash Generation, Revolver and Adjustments
Sum of 5-Year Cash Commitments

% of

USD Millions  Commitments
36 0.7

1,720 343
1,756 350
1,500 299
3256 64.9
-5,018 =

the ratio will return to about 60% over the next five years
due in large part to the equity issuances and earnings
growth. We expect NiSource's EBIT/interest expense ratio
will remain around 2.5 times during this same period. This
is slightly below the industry average, but we view it as
sufficient, given that NiSource's diversified regulated
operations provide fairly consistent eamings and cash
flow.NiSource began increasing its dividend in 2012; this
marked the first increase in 10 years, following a 2003
dividend cut to strengthen its balance sheet after the
Columbia Energy Group acquisition. NiSource reduced its
common dividend to $0.62 per share annualized following
the separation from CPG; however, when combined with the
CPG dividend shareholders saw a total increase in the
dividends received of 8%. The company raised its dividend
in mid-2016 by 6.5% and again by 6.1% earlier this year.
We believe NiSource will be able to continue increases at
this rate for the foreseeable future.

Enterprise Risk

Regulatory risk remains the key uncertainty; however,
NiSource's regulatory exposure is diversified, owing to
operations in seven states and its federal-regulated electric
transmission system. NiSource has reduced some of the
regulatory uncertainty related to its planned natural gas
distribution and electric utilities investments by securing
preapprovals and favorable rate mechanisms that provide
for automatic rate increases as infrastructure investments
are made.In early 2011, NiSource reached a settlement
agreement with the U.S. Environmental Protection Agency
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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 04 May 2017
Management Activity We assign NiSource a Standard stewardship rating. We

think the formation of Columbia Pipeline Partners and the
Name Position SharesHeld  Regort Date® nsideractivity  tax-free separation of CPG exhibited exemplary stewardship
U =00y EankOn —  of shareholder capital. However, the CEO and CFO that likely
CARRIE J. HIGHTMAN 409,199 10 Mar 2017 24,000 . ) .
JIMMIE L STANLEY 3279  28Feb2017 __ drove those decisions left NiSource to go with CPG.
MS. VIOLET G. 208191 28Feb 2017 —
RS Joe Hamrock became CEO following the separation. He has
MR. DONALD BROWN 155002 26Jan 2017 = _ g P :
MR. PABLO A. VEGAS 105150 26 Jan 2017 —  been with NiSource since 2012, and previously ran the
MR. CARL W. LEVANDER 100,281 28Feb 2017 — natural gas distribution business. Prior to joining Nisource,
EILEEN O'NEILL ODUM 57,086 24 Mar 2009 — q i ;

‘ he was wi g

T T ey o W54 11 ey 2006 _ e was with American Electric Power. CFO Donald Brown

*Represents the date on which the owner's name, position, and common shares held were reported by the holder or issuer.

Fund Ownership
Top Owners

T. Rowe Price Equity Income Fund
Vanguard Mid-Cap Index Fund
Vanguard Tetal Stock Mkt Idx
Vanguard 500 Index Fund
SPOR® S&P 500 ETF

Concentrated Holders

Reaves Utilities ETF

Dunham Alternative Income Fund

Reaves Utilities and Energy Infras Fund
PowerShares DWA Utilities Momentum Port
Guggenheim S&P 500® Eq Wt Utilities ETF

Institutional Transactions
Top 5 Buyers

Carlson Capital LP
AllianceBernstein LP
Renaissance Technologies Corp

Pictet Asset Management SA
D.E. Shaw & Co LP

Top 5 Sellers

RREEF America LLC

T. Rowe Price Associates, Inc.
Goldman, Sachs & Co.

Royal Bank Of Canada
Vanguard Group Inc

% of Shares % of Fund  Change
Hel Assets ?k)
3.18 1.08 -500
2.40 0.22 22
21 0.03 97
1.52 0.04 86
1.13 0.04 3663
0.01 5.13 N
= 5.01 =
0.02 3.84 -2
0.06 335 188
0.08 319 e
Shares

%of Shares % of Fund  Bought/
Held Assets Sold (k)
0.79 0.67 2,546
2.52 0.15 2,145
0.60 0.07 1,803
0.86 022 1343
0.63 008 1,119
1.41 094 5234
6.67 009 -4977
0.72 002 -2531
0.33 001  -1.467
10.87 0.04 -1,080

Portfolio Date

31 Mar 2017
31 Mar2017
31 Mar 2017
31 Mar 2017
02 May 2017

03 May 2017
31 Mar 2016
31 Mar 2017
03 May 2017
03 May 2017

Portfolio Date
31 Dec 2016

31 Dec 2016
31 Dec 2016
31 Dec 2016
31 Dec 2016

31 Dec 2016
31 Dec 2016
31 Dec 2016
31 Dec 2016
31 Dec 2016

joined NiSource in April 2015. Previously, he was with UGI
Utilities and Constellation Energy. These individuals have
significant utility experience, but are new to their jobs.

Except for the addition of Hamrock, the members of
NiSource's board of directors were involved in the
separation of CPG and oversight of investment decisions.
Given this, we are confident that the solid stewardship of
shareholder capital is likely to continue.
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NiSource Reports Strong 1Q and Raises Earnings
Guidance; Increasing Our Fair Value Estimate 04 May
2017

We are increasing our fair value estimate to $23 from $21
per share and reaffirming our narrow moat and stable moat
trend ratings after NiSource reported strong 2017 first-
quarter earnings, raised its 2017 earnings guidance, and
reaffirmed its long-term capital expenditure forecast.

At its Analyst Day in March, NiSource initiated a 2018-20
annual capital expenditure guidance range of $1.6 billion-
$1.8 billion. The company had increased its 2017 planned
capital expenditures to $1.6 billion-$1.7 billion from $1.5
billion during its 2016 earnings call in late February.
Management reaffirmed both forecasts, driving our 6%
annual earnings growth estimate through 2021.

Operating earnings in the 2017 first-quarter were $0.71 per
share versus $0.62 in the same period last year. NiSource
raised its 2017 earnings guidance to the upper half of its
previousrange of $1.12-$1.18 per share. Based on the strong
first quarter and increased guidance, we have increased our
2017 earnings estimate to $1.17 from $1.15 per share.

Executive Order Reviewing Clean Power Plan Has Little
Effect on Utilities 78 Mar 2017

We are maintaining our fair value estimates, moat ratings,
and moat trend ratings for all utilities we cover after
President Donald Trump signed an executive order to review
the previous administration's Clean Power Plan. Further
efforts by the Environmental Protection Agency will be
needed to revoke the current regulation.

During the Trump administration, we expect state
renewable portfolio standards, or RPS, will keep U.S.
renewable energy growth in line with that achieved during
the Obama presidency. Qur analysis indicates that

renewable energy, including hydro, will grow tc meet nearly
20% of U.S. electricity use within the next eight years from
15% now, based solely on existing state RPS. More than
half of that renewable energy growth will come by 2020 to
hit mandates in large states such as Colorado, New Jersey,
and Pennsylvania. Supportive tax policy, pro-manufacturing
initiatives, and companies trying to reduce their carbon
footprint represent upside to our base forecast.

Furthermore, we expect gas generation efficiency
improvements and low-cost gas to continue making it
difficult for aging coal generators to compete. A typical
natural gas-fired combined-cycle power plant produces less
than 50% of the carbon emissions of a coal-fired plant. Our
forecasts show renewable energy and gas generation
growth should keep carbon emissions falling toward targets
in the U.S. Clean Power Plan and the Paris Agreement,
despite Trump's efforts. We forecast that U.S. carbon
emissions will fall 28% from 2005 levels by 2020 based on
our forecast for RPS-related renewable energy growth
displacing fossil fuel generation

Best positioned are large-cap utilities with good regulatory
relationships. Dominion Resources, Duke Energy, American
Electric Power, and Southern Co. have billions of dallars to
investin gas and electric infrastructure. NextEra Energy and
Xcel Energy should widen their lead as the top U.S.
renewable energy companies.

For more information on our outlook for renewable growth
and carbon emissions, see our most recent report “Trump
Can't Thwart Green Progress’ on Momingstar Select
Investment Research.

NiSource Increases Planned Capital Expenditures and
Again Announces Above-Target Dividend Growth 22 Feb
2017

We are reaffirming our narrow moat and stable moat trend
ratings, along with our $21 per share fair value estimate
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after NiSource reported solid 2016 earnings, reiterated 2017
guidance and modestly increased its forecast capital
expenditures for 2017.

Operating earnings in 2016 were $1.09 per share, $0.02
higher than our estimate and $0.01 above the consensus
estimate. NiSource reaffirmed its 2017 EPS guidance of
$1.12-$1.18, and our $1.15 estimate is unchanged.

In our opinion, the only significant new item in the release
and conference call was the increase in 2017 planned
capital spending to $1.6 billion-$1.7 billion versus the
previous guidance of $1.5 billion. The new plan is above our
estimate of $1.45 billion and we consider this a positive.
Higher investments drive earnings growth and dividend
increases if regulation is constructive. We believe
NiSource's overall regulatory frameworks are constructive
for investors and likely to stay that way. In our view, these
regulatory frameworks support the company's stable
narrow moat.

On Jan. 27, NiSource announced that it would increase its
common dividend 6.1% effective with the dividend payable
in the 2017 first quarter. This marks the second annual
dividend increase above the company's target of 4%-6%
since the separation from Columbia Pipeline Group in 2015
and above our long-term estimate of 5%.

Electric Vehicles Offer No Support for Slowing U.S.
Electricity Demand Growth 14 Nov 2016

We are reaffirming our fair value estimates, moat ratings,
and moat trends for ali utilities after developing a
fundamental forecast for electric vehicle growth in the
United States through 2025. We continue to believe battery
electric vehicles will have an immaterial impact on our
1.25% annualized U.S. electricity demand growth forecast
through 2030.

We assume U.S. EVs grow from an estimated 134,000 in
2016 to 1.6 million by 2025, representing about 10% of the
U.S. automobile fleet. We assume plug-in electric vehicles
grow from an estimated 73,000 in 2016 to 1.2 million by
2025. Key drivers include our assumption that EVs will reach
cost parity with internal combustion engine vehicles by 2025
and will be required to meet government fuel-efficiency
standards. The more mature U.S, automobile industry, lower
gasoline prices, and less-strict fuel-efficiency standards
result in a slower projected EV growth rate than our
projections in other regions.

Estimates we've seen suggest EVs require about 10
kilowatt-hours per day and plug-in hybrid EVs require about
3 kwh per day for an average U.S. driver. If EVs and PHEVs
meet our volume forecast, it would represent 2.8 terawatt-
hours of demand, or less than 0.1% of our projected 2025
total U.S. electricity demand.

Even the EV-related infrastructure investment potential is
immaterial for utilities during the next 5-10 years. Edison
International has the most exposure to EV-related growth
investment, but it's still so small that it doesn't affect our
7% annual earnings growth estimate. Investing in charging
and distribution infrastructure to meet all projected EV
demand in most of Southern California would probably cost
less than $1 billion by 2020, representing less than 3% of
Edison's total investment the next five years. We expect
California utilities to issue format EV investment proposals
inearly 2017, but we don't expect the outlook to change our
forecasts materially.

OurfundamentalU.S. electricitydemand forecast s detailed
in the Utilities Observer we published in May, "U.S.
Electricity Demand Outlook: Energy Efficiency Is No Death
Krell." Our fundamental EV forecast is detailed in the
Electric Vehicles Observer published Nov. 14.
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Low Gas Prices, Stalled Environmental Policy Under
Trump Mean Little Net Impact on Utilities 03 Nov 2016
We are reaffirming the fair value estimates, moat ratings,
and moat trends for all utilities we cover following the U.S.
presidential election outcome. We continue to think utilities
are 6% overvalued, and we don't plan any material changes
to our forecasts.

President-elect Donald Trump has been an outspoken
advocate for natural gas and coal, which likely will keep gas
and power prices low. We expect gas demand will continue
growing, supporting infrastructure investment and earnings
growth formany utilities. We think Dominion Resources and
Duke Energy will benefit the most from gas-related
infrastructure growth. Low gas and power prices will
continue to make the economics challenging for coal and
nuclear generation, hurting utilities like Exelon.

Environmental regulations, notably the U.S. Environmental
Protection Agency's carbon-focused Clean Power Plan,
likely are dead at least for the next four years. This reduces
risk for fossil-fuel generators like Dynegy, NRG Energy, and
Calpine. We think all three are undervalued. We always
considered CPPimplementation too uncertain to incorporate
in our fair value estimates, and the election results validate
our assumption.

We think renewable energy growth, especially wind energy,
will continue despite the election rhetoric. State-level laws
and regulations are driving most renewable energy
investment, and we don't expect that to change. We also
thinkitisunlikety Congress will repeal the renewable energy
tax credits. A pro-manufacturing agenda should help the
wind energy supply chain that has developed in the U.S.

We think the sell-off of renewable energy leader NextEra
Energy could be a buying opportunity if it trades below our
$111 per share fairvalue estimate. We expect its huge wind

pipeline that drives part of our growth outlook will remain
intact. Its growth could even accelerate during the next few
years to lock in current tax benefits.

NiSource ManagementMeeting: Coal PlantRetirements
Drive Stable Elevated Investments 06 Nov 2016

We are reaffirming our narrow moat and stable moat trend
ratings, along with our $21 fairvalue estimate, after meeting
with senior management at the Edison Electric Institute
Financial Conference in Phoenix, Arizona. This was our first
opportunity to meet with management following their
initiation of positive 2017 earnings and the filing of
NIPSCO's Integrated Resource Plan, or IRP, to the Indiana
Commission, bath occurring less than one week ago.

NIPSCO, NiSource's wholly owned electric utility, is
definitely planning to lower its carbon emissions. The
updated IRP calls for replacing four coal units that represent
about half of NIPSCO's coal-fired generation. The units
would be retired by 2023 and NIPSCO plans to replace the
coal capacity with a new natural gas-fired combined-cycle
plant. We wonder if some wind energy capacity will receive
more favorable public and regulatory support even though
it likely will cost more than gas. However, NIPSCO will
receive acknowledgement for driving coal use down from
90% of its generation as recently as 2010. In our opinion,
this goodwill will help maintain a favorable regulatory
framework in Indiana.

Anew gas plant could also maintain NiSource's investment
spending into the next decade. Twice this year, nanagement
raised its 2016 capital expenditure forecast, most recently
to $1.5 billion through 2017 and modestly above our
estimates. Management seems very confident that capital
expenditures will stay in the $1.4 billion-$1.5 billion range
for the foreseeable future. We consider this a positive since
higher investments drive earnings growth and dividend
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increases if regulation is constructive. We believe
NiSource's overall regulatory frameworks are constructive
for investors and likely to stay that way, supporting the
company's stable narrow moat.
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Financial Summary and Forecasts
Fiscal Year Ends in December Forecast
3-Year 5-Year
Growth (% YoY) Hist. CAGR 2014 2015 2016 2017 2018 Proj. CAGR
Revenue 74 144 -28.1 -34 63 38 49
EBIT -87 9.3 -349 7.0 122 37 7.5
EBITDA -6.2 78 218 5.9 97 47 69
Net Income -108 8.1 -44.0 17.4 108 132 102
Diluted EPS -11.7 7.0 -445 16.1 77 84 61
Earnings Before Interest, after Tax -104 36 -35.0 6.8 432 -77.9 84
Free Cash Flow —_ 58.7 -721.3 -116.1 -159.8 -331.7 =
3-Year 5-Year
Profitability Hist. Avg 2014 2015 2016 2017 018 Proj. Avg
Operating Margin % 184 19.0 17.2 19.1 202 20.1 208
EBITDA Margin % 294 284 285 313 32.3 32.6 333
Net Margin % 75 83 6.4 78 82 89 92
Free Cash Flow Margin % 192 -9.3 80.4 -134 75 -16.8 -14
ROIC % 62 79 55 54 7.1 14 54
Adjusted ROIC % 7.3 95 6.3 6.0 80 16 6.0
Return on Assets % 1.8 22 1.4 18 2.0 22 22
Return on Equity % 76 8.8 5.7 8.4 9.1 9.3 92
3-Year 5-Year
Leverage Hist. Avg 2014 2015 2016 2017 2018 Proj. Ag
Debt/Capital 0.64 0.62 0.64 0.66 063 0.64 0.62
Total Debt/EBITDA 544 5.45 5.24 5.63 5.03 5.46 5.14
EBITDA/Interest Expense 388 414 3.49 4.02 428 4.11 424
Valuation Summary and Forecasts Discounted Cash Flow Valuation
2015 016 2007E 20080 ~ FimValue  Per Share
Price/Fair Value 1.08 1.08 T — — s =
Price/Eammings 08 203 205 gy resentValue Stagel C )
EV/EBITDA 97 108 102 97 Present Value Stage Il 22721 145 6.55
o mowe w Tomismn  we n sy
Free Cash Flow Yield % 32 94 46 135 ’ )
Dividend Yield % 42 29 29 32 .
Cash and Equivalents 40 - 0.12
e Debt -7,909 — 23.27
Key Valuation Drivers Preferred Stack _ _ _
Cost of Equity % 75 Other Adjustments 300 —_ 0.88
Pre-Tax Cost of Debt % 58  Equity Value 1810 = 298
Weighted Average Cost of Capital % 59
Long-Run Tax Rate % 280 Projected Diluted Shares 340
Stage I EBI Growth Rate % 5.0
Stage [l Investment Rate % 714  FairValue per Share (USD) B
Perpetuity Year 15 The data in the table above represent base-case forecasts in the company’s reporting
currency as of the beginning of the current year. Our fair value estimate may differ from the
Additional estimates and scenarios available for download at http://select. com equity value per share shown above due 1o our time value of money adjustment and in cases

where probability-weighted scenario analysis is performed.
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Fiscal Year Ends in December Forecast
2014 2015 2018 2007 2018
Revenue 64N 4,652 4493 4775 4,956
Cost of Goods Sold 2224 1.644 1.390 1,498 1,554
Gross Profit 4,246 3,008 3102 3277 3402
Selling, General & Administrative Expenses 2136 1,426 1.454 1,498 1,542
Other Operating Expense {Income) 320 256 244 240 247
Other Operating Expense {Income) -47 _ — 10 10
Depreciation & Amortization (if reported separately) 606 524 547 567 604
Operating Income {ex charges) 1.231 802 857 962 998
Restructuring & Other Cash Charges 32 2 -1 = =
Impairment Charges (if reported separately) — — — — —
Other Non-Cash {Income}/Charges — — — — —
Operating Income (inc! charges) 1,262 800 858 962 998
Interest Expense 444 380 350 360 392
Interest Income 22 -80 2 6 6
Pre-Tax Income 841 340 510 608 612
Income Tax Expense 310 11 182 219 171
Other After-Tax Cash Gains {Losses) -1 104 3 = =
Other After-Tax Non-Cash Gains {Losses) = - i - —_
{Minority Interest) - -16 = — —_
(Preferred Dividends) — — —_ —_ —_
Net Income 530 287 332 389 440
Weighted Average Diluted Shares Outstanding 317 320 324 333 347
Diluted Earnings Per Share 1.67 0.90 1.02 1.17 127
Adjusted Net Income 634 299 351 389 440
Diluted Earnings Per Share {Adjusted) 1.69 0.94 1.09 1.17 127
Dividends Per Common Share 1.02 0.83 0.64 0.66 072
EBITDA 1,868 1,324 1,405 1.540 1,613
Adjusted EBITDA 1,836 1,326 1,404 1,540 1,613
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Balance Sheet (USSMI)

Fiscal Year Ends in December Forecast
2014 2015 2016 2017
Cash and Equivalents 50 45 36 67 51
Investments —_ — —_ = —
Accounts Receivable 921 660 847 654 679
Inventory 586 537 494 410 426
Deferred Tax Assets (Current} 214 — — — —
Other Short Term Assets 596 335 385 350 375
Current Assets 2467 1,577 1,762 1,482 1,531
Net Property Plant, and Equipment 11,057 12,112 13,068 14,151 15,244
Goadwill 1.691 1.691 1,691 1,691 1,691
Other Intangibles 265 254 243 232 21
Deferred Tax Assets {Long-Term} —_ — —_ — —
Other Long-Term Operating Assets 1,545 1,600 1,637 1,910 1,935
Long-Term Non-Operating Assets 7,843 260 292 292 292
Total Assets 24,866 17493 18,692 19,757 20,914
Accounts Payable 610 433 538 581 603
Short-Term Debt 1,844 1.001 1,851 1,000 1,000
Deferred Tax Liabilities {Current) — — — — —_
Other Short-Term Liabilities 1,511 1,223 1,062 1,300 1,400
Current Liabilities 3,964 2,658 3,452 2,881 3,003
Lang-Term Debt 8,156 5949 6,008 6,750 7.800
Deferred Tax Liabilities (Long-Term) 2,380 2,365 2,528 2,941 2,441
Other Long-Term Operating Liabilities 2,996 1,350 1,265 1,350 1,350
Long-Term Non-Operating Liabilities 1,195 1,327 1,317 1,317 1,317
Total Liahilities 18,691 13,649 14,621 15,239 15,911
Preferred Stock — — — — —
Common Stock 3 3 3 g 3
Additional Paid-in Capital 4,788 5,078 5,154 5,454 5,754
Retained Earnings (Deficit) 1,494 -1.123 -972 -809 -619
{Treasury Stock) -59 -79 -89 -89 -89
Other Equity -51 -35 -25 -41 -46
Shareholder's Equity 6,175 384 40N 4518 5,003
Minority Interest — — — — —
Total Equity 6,175 3844 40N 4518 5,003
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Fiscal Year Ends in December _ focast

2014 2015 2018 2017 2018
Net Income 530 302 332 369 440
Depreciation 606 524 547 567 604
Amortization — — - 1 "
Stock-Based Compensation 72 51 47 37 39
Impairment of Goodwill — —_ - — —
Impairment of Other Intangibles — — —_ — —
Deferred Taxes 299 135 182 413 -500
Other Non-Cash Adjustments -50 -1 -12 — —
{Increase) Decrease in Accounts Receivable -63 262 -188 193 -25
{Increase} Decreasa in Inventory -120 47 39 84 -15
Change in Other Short-Term Assets ] 13 -251 35 -25
Increase (Decrease) in Accounts Payable 38 -191 109 42 22
Change in Other Short-Term Liabilities — — — 238 100
Cash From Operations 1321 1,163 804 2,009 651
{Capital Expenditures) -2.029 -1,361 -1,475 -1,650 -1,698
Net (Acquisitions), Asset Sales, and Disposals 13 5 — — —
Net Sales {Purchases) of Investments — —_ — —_ —
Other Investing Cash Flows -101 3731 -108 -189 25
Cash From Investing 2117 2,315 1,583 -1,839 -1,723
Comman Stock Issuance {or Repurchase) 20 2 14 300 300
Common Stock {Dividends) -3 -263 -206 -226 -250
Short-Term Debt Issuance (or Retirement) 878 -936 921 -851 —
Long-Term Debt Issuance {or Retirement) 219 -2,186 62 692 1.050
Other Financing Cash Flows — -137 — -37 -39
Cash From Financing 79 -3,520 ™m -123 1,061
Exchange Rates, Discontinued Ops, etc. {net) -1 -28 -1 -16 -5
Net Change in Cash -1 -10 1" 31 -16
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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.
Valuation Analysis

 Price/Earnings EV/EBITDA Price/Free Cash Flow Price/Book Price/Sales

Price/Fair :

Company/Ticker Valueg 20 2006 2017E) 201&5}2 2016 2017(€)  2008(F) © 016 2017(F) 2018{[‘:'}% 20

6 2017(F) 2018

6 2017E) 2018l

Xcel Energy Inc X§ 124 i 184 195 17 59 100 96 NM  NM  NM: 13 20 1§ P18 20 19
WEC Energy Group Inc 108 : 197 196 183 78 115 110 230 NM  ANMi 21 21 19: 25 24 23
CMS Energy Corp GMS 1SA 118 0 20 208 197: 55 98 91 NM MM 15451 27 26 24% 18 19 17
Average 200 220 185 83 104 99 280 — 155 22 22 21 21 21 20
NiSource In¢ Ni US 194 0 203 205 189: 106 102 97 NM 216 NM: 18 17 16 16 16 16
Returns Analysis
ROIC % : Adjusted ROIC % Return an Equity % Return on Assets % Dividend Yield %
Last Historical Year i i
Total Assets : i : : H
Company/Ticker M) © 216 2007E)  2018(€) 2006 2017/E)  Z018(E) 1 2006 2017{E)  Z018(E) i 2016 2017(E)  2018(E) : 206 20175} 2018(F)

Xcel Energy Inc ¢ missus0 0 67 63 631 B7 63 63: W04 103 11 28 28 30 33 32 34
3012300 © 50 61 57 69 66 107 108 110i 32 31 32 34 34 37

5 nezu . 88 66 700 68 66 70 135 134 132, 26 28 29 30 30 33

WEC Energy Group Inc '/

CMS Energy Corp UM3
Average 6.2 63 64 64 66 66 M5 15 118 28 28 30 32 32 35
NiSource Inc Ni U3 1869200 0 54 21 14i 60 &0 16 84 91 93 18 20 22} 29 29 32
Growth Analysis

: Ravenue Growth % : EBIT Growth % i EPS Growth % i Free Cash Flow Growth %  : Dividend/Share Growth %

Last Historical Year H :

Company/Ticker e i 20 W6 20E 2008E G W6 Z0E  0ME 6 2070E Z008E . 2006 20178 2018
Xcel Energy Inc XZi USA 1,307usp i 0.8 37 10.7 45 14: 51 36 122:-1434 552 -9436 : 63 59 56
WEC Energy Group Inc ; 7,472u8D 26.1 67 345 5.3 5.3 6.6 45 6.6 -1798 1733 -908 ;| 82 5.1 63
CMS Energy Corp M5 LS4 63090 09 &1 N5 79 76 — 141 59:-167 3646 1921 63 65 76
Average 87 55 18.9 59 46 62 74 82 -146.6 454 2808 7 58 65
NiSource Inc Nl US 4493usp ¢ -34 63 38 10 122 37: 161 77 841161 -1598 -331.7 : -229 63 6.0
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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.

Profitability Analysis

: Gross Margin % | EBITDA Margin % { Operating Margin % i Net Margin %  Froe Cash Flow Margin %
Company,/Ticker M D 2016 2007 20080 2016 200706 200860 26 200 088 i 26 200780 J008E) P 206 20176) 2098
Xcel Energy Inc XL USA 1.126us0 i 596 599 599: N8 326 33,U§ 198 201 198 ¢ 10.1 101 10: 13 44 78
WEC Energy Group Inc WEG LSA Mouso i 646 660 661 327 319 324 w5 22 28 126 123 130} 85 79 -7
CMS Energy Corp CMS USA S51usp : 562 558 543: 329 336 334 203 206 25 8 91 §2i 01 -1 11
Average 60.1 606 601 325 327 329 09 210 2.0 104 105 111 22 45 -28
NiSource Inc NI US IUsD P 691 686 6861 313 323 326 191 202 201i 18 82 89:-U9 75 201

Leverage Analysis

Debt/Equity % ;Dohtmml Cap % EBITOA/Interest Exp. Total DebEBITDA Assets/Equity
Last Historical Year : b i i i
Company/Ticker = (Dh%,l; 2016 2017(e) 2018(E)§ 06 2017(E) 2016 2017(E) ZI’NBIE)S 2006 Z017(€)  2018(E) 2006 2017} 2018()
Xeel Energy Inc X1 USA 14842080 | 1347 1378 1444 S14 579 §7 59 58 42 42 45: 37 37 38
WEC Energy Group Inc WEC U5 10176usD § 1136 1255 1244: 532 557 61 60 551 42 46 47 34 35 34
CMS Energy Corp CMS USA 9824usp | 2333 025 2007 700 669 48 51 53] 47 44 431 51 46 45
Average 1605 1553 1565 602 602 55 57 55 44 44 45 41 39 39
NiSource Inc NI US 7909usD | 1943 1715 1759 660 632 0 43 41 56 50 55 46 44 42
Liquidity Analysis
Morket Ca Cash per Share ECumm Ratio Quick Ratio Cash/Short-Torm Debt Payout Ratio %
Company/Ticker M) : 2006 Z017(F)  20180F) ;2006 Z2017(6)  2018(6) P 2006 2017 Z018E) i 2006 Z01/(E) 2018E) i 2006 2017(€) 2018(F)
Xcel Energy Inc X:{ USA 270000 © 017 018 007 088 085 084 069 068 066: 013 014 006 617 629 592
WEC Energy Group In¢ WE: USA 19049080 : 012 054 G57: 188 175 172% 143 147 144: 004 016 015 668 671 669
CMS Energy Corp CMS USA 1261500 ; 081 088 155 086 100 114 082 069 080 020 024 043 630 6.2 622
Average 040 08 071 134 120 123 081 085 0% 012 018 021 638 637 628
NiSource Inc NI US 17200 0 01 020 0151 051 051 0511 037 037 037 002 007 005 625 582 569
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Overview

At the heart of our valuation system is a detailed
projection of a company’s future cash flows, re-
sulting from our analysts' research. Analysts cre-
ate custom industry and company assumptions
to feed income statement, balance sheet, and
capital investment assumptions into our globally
standardized, proprietary discounted cash flow,
or DCF, modeling templates. We use scenario
analysis, in-depth competitive advantage analy-
sis, and a variety of other analytical tools to aug-
ment this process. Moreaver, we think analyzing
valuation through discounted cash flows pres-
ents a better lens for viewing cyclical companies,
high-growth firms, businesses with finite lives
(e.g., mines), or companies expected to generate
negative earnings aver the next few years. That
said, we don’t dismiss multiples altogether but
rather use them as supporting cross-checks for
our DCF-based fair value estimates. We also ac-
knowledge that DCF models offer their own chal-
lenges {including a potential proliferation of esti-
mated inputs and the possibility that the method
may miss short-term market-price movements),
but we believe these negatives are mitigated by
deep analysis and our long-term approach.

Morningstar's equity research group ("we”,
“our”) believes that a company’s intrinsic worth
results from the future cash flows it can generate.
The Morningstar Rating for stocks identifies
stocks trading at a discount or premium to their
intrinsic worth—or fair value estimate, in Morn-
ingstar terminolagy. Five-star stocks sell for the
biggest risk-adjusted discount to their fair values,
whereas 1-star stocks trade at premiums to their
intrinsic worth.

Four key components drive the Morningstar rat-
ing: (1) our assessment of the firm's economic
moat, (2) our estimate of the stock’s fair value, {3)
our uncertainty around that fair value estimate

and {4} the current market price. This process ultimately
culminates in our single-point star rating.

1. Economic Moat

The concept of an economic moat plays a vital role not
only in our qualitative assessment of a firm’s lang-term
investment potential, but also in the actual calculation
of our fair value estimates. An economic moaat is a
structural feature that allows a firm to sustain excess
profits over a long period of time. We define economic
profits as returns on invested capital (or ROIC) over and
above our estimate of a firm's cost of capital, or weight-
ed average cost of capital {or WACC). Without a moat,
profits are more susceptible to competition. We have
identified five sources of economic moats; intangible
assets, switching costs, network effect, cost advantage,
and efficient scale.

Companies with a narrow moat are those we believe
are more likely than not to achieve normalized excess
returns for at least the next 10 years. Wide-moat com-
panies are those in which we have very high confi-
dence that excess returns will remain for 10 years, with
excess returns more likely than not to remain for at
least 20 years. The longer a firm generates economic
profits, the higher its intrinsic value. We believe low-
quality, no-moat companies will see their normalized
returns gravitate toward the firm's cost of capital more
quickly than companies with moats.

To assess the sustainability of excess profits, analysts
perform ongoing assessments of the moat trend. A
firm’s moat trend is positive in cases where we think its
sources of competitive advantage are growing stron-
ger; stable where we don't anticipate changes to com-
petitive advantages over the next several years; or neg-
ative when we see signs of deterioration.

2. Estimated Fair Value

Combining our analysts” financial forecasts with the
firm's economic maat helps us assess how long returns
oninvested capital are likely to exceed the firm's cost of
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capital. Returns of firms with a wide economic moat rat-
ing are assumed to fade to the perpetuity period over a
longer period of time than the returns of narrow-moat
firms, and both will fade slower than nc-moat firms, in-
creasing our estimate of their intrinsic value.

Our model is divided into three distinct stages:

Stage I: Explicit Forecast

In this stage, which can last five to 10 years, analysts
make fuli financial statement forecasts, including items
such as revenue, profit margins, tax rates, changes in
working-capital accounts, and capital spending. Based
on these projections, we calculate earnings before in-
terest, after taxes (EBI) and the net new investment
(NNI) to derive our annual free cash flow forecast.

Stage II: Fade

The second stage of our model is the period it will take
the company's return on new invested capital —the re-
turn on capital of the next dollar invested ("RONIC")—
to decline (or rise) to its cost of capital. During the Stage
Il period, we use a formula to approximate cash flows in
lieu of explicitly modeling the income statement, bal-
ance sheet, and cash flow statement as we do in Stage
l. The length of the second stage depends on the
strength of the company's economic moat. We forecast
this period to last anywhere from one year {for compa-
nies with no economic moat) to 10~15 years or more (for
wide-moat companies). During this period, cash flows
are forecast using four assumptions: an average growth
rate for EBI over the period, a normalized investment
rate, average return on new invested capital {RONIC),
and the number of years until perpetuity, when excess
returns cease. The investment rate and return on new
invested capital decline until a perpetuity value is calcu-
lated. In the case of firms that do not earn their cost of
capital, we assume marginal ROICs rise to the firm's
cost of capital (usually attributable to less reinvestment),
and we may truncate the second stage.

Stage Ili: Perpetuity

Once a company’s marginal ROIC hits its cost of capital,
we calculate a continuing value, using a standard per-
petuity formula. At perpetuity, we assume that any
growth or decline or investment in the business neither
creates nor destroys value and that any new investment
provides a return in line with estimated WACC.

Because a dollar earned today is worth more than a dol-
lar earned tomorrow, we discount our projections of
cash flows in stages |, Il, and Il to arrive at a total pres-
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ent value of expected future cash flows. Because
we are modeling free cash flow to the firm —rep-
resenting cash available to provide a return to all
capital providers—we discount future cash
flows using the WACC, which is a weighted aver-
age of the costs of equity, debt, and preferred
stock (and any other funding sources), using ex-
pected future proportionate long-term, market-
value weights.

3. Uncertainty around that fair value estimate
Morningstar's Uncertainty Rating captures a
range of likely potential intrinsic values for a
company and uses it to assign the margin of safe-
ty required before investing, which in turn explic-
itly drives our stock star rating system. The Un-
certainty Rating represents the analysts’ ability
to bound the estimated value of the shares in a
company around the Fair Value Estimate, based
on the characteristics of the business underlying
the stack, including operating and financial lever-
age, sales sensitivity to the overall economy,
product congcentration, pricing power, and other
company-specific factors.

Analysts consider at least two scenarios in addi-
tion to their base case: a bull case and a bear
case. Assumptions are chosen such that the ana-
lyst believes there is a 25% probability that the
company will perform better than the bull case,
and a 25% probability that the company will per-
form worse than the bear case. The distance be-
tween the bull and bear cases is an important in-
dicator of the uncertainty underlying the fair
value estimate.

Our recommended margin of safety widens as
our uncertainty of the estimated value of the eg-
uity increases. The more uncertain we are about
the estimated value of the equity, the greater the
discount we require relative to our estimate of
the value of the firm before we would recom-
mend the purchase of the shares. In addition, the
uncertainty rating provides guidance in portfolio
construction based on risk tolerance.

QOur uncertainty ratings for our qualitative analysis
are low, medium, high, very high, and extreme.

» Low: margin of safety for 5-star rating is a 20%
discount and for 1-star rating is 25% premium.

»Medium: margin of safety for 5-star rating is a 30%
discount and for 1-star rating is 35% premium.

»High: margin of safety for 5-star rating is a 40%
discount and for 1-star rating is 55% premium.

»Very High: margin of safety for 5-star rating is a 50%
discount and for 1-star rating is 75% premium.

»Extreme: Stock's uncertainty exceeds the parameters
we have set for assigning the appropriate margin of safety.

4. Market Price

The market prices used in this analysis and noted in the
report come from exchange on which the stock is listed
which we believe is a reliable source.

For more detail information about our methodology, please
go to http://global.morningstar.com/equitydisclosures

Morningstar Star Rating for Stocks

Once we determine the fair value estimate of a stock,
we compare it with the stock’s current market price on
a daily basis, and the star rating is automatically re-cal-
culated at the market close on every day the market on
which the stock is listed is open. Our analysts keep
close tabs on the companies they follow, and, based on
thorough and ongoing analysis, raise or lower their fair
value estimates as warranted.

Please note, there is no predefined distribution of stars.
That is, the percentage of stocks that earn 5 stars can
fluctuate daily, so the star ratings, in the aggregate,
can serve as a gauge of the broader market's valuation.
When there are many 5-star stocks, the stock market as

a whole is more undervalued, in our opinion, than when
very few companies garner our highest rating.

We expect that if our base-case assumptions are true
the market price will converge on our fair value estimate
over time, generally within three years (although it is
impossible to predict the exact time frame in which
market prices may adjust).

Our star ratings are guideposts to a broad audience and
individuals must consider their own specific investment
goals, risk tolerance, tax situation, time horizon, in-
come needs, and complete investment portfolio, among
other factors.

The Morningstar Star Ratings for stocks are defined below:

Five Stars s % %%

We believe appreciation beyond a fair risk-adjusted re-
turn is highly likely over a multiyear time frame. Scenar-
i0 analysis developed by our analysts indicates that the
current market price represents an excessively pessi-
mistic outlook, limiting downside risk and maximizing
upside potential.

Four Stars %% %
We believe appreciation beyond a fair risk-adjusted re-
turn is likely.

Three Stars Jk %
Indicates our belief that investors are likely to receive a
fair risk-adjusted return {approximately cost of equity).
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Two Stars *x
We believe investars are likely to receive a less
than fair risk-adjusted return.

One Star %

Indicates a high probability of undesirable risk-
adjusted returns from the current market price
over a multiyear time frame, based on our analy-
sis. Scenario analysis by our analysts indicates
that the market is pricing in an excessively opti-
mistic outlook, limiting upside potential and leav-
ing the investor exposed to Capital loss.

Other Definitions:

Last Price: Price of the stock as of the close of
the market of the last trading day before date of
the report.

Stewardship Rating: Represents our assessment
of management’s stewardship of shareholder
capital, with particular emphasis on capital allo-
cation decisions. Analysts consider companies’
investment strategy and valuation, financial le-
verage, dividend and share buyback policies, ex-
ecution, compensation, related party transac-
tions, and accounting practices. Corporate
governance practices are only considered if
they've had a demonstrated impact on share-
holder value. Analysts assign one of three rat-
ings: “Exemplary,” "Standard,” and “Poor.” Ana-
lysts judge stewardship from an equity holder’s
perspective. Ratings are determined on an abso-
lute 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 decisions.

Quantitative Valuation: Using the below terms, intend-
ed to denote the relationship between the security's
Last Price and Morningstar's quantitative fair value es-
timate for that security.

» Undervalued: Last Price is below Morningstar's quanti-
tative fair value estimate.

» Farily Valued: Last Price is in line with Morningstar’s
quantitative fair value estimate.

» Overvalued: Last Price is above Morningstar's quantita-
tive fair value estimate.

Risk Waming

Please note that investments in securities are subject
to market and other risks and there is no assurance or
guarantee that the intended investment objectives will
be achieved. Past performance of a security may or may
not be sustained in future and is no indication of future
performance. A security investment return and an in-
vestor's principal value will fluctuate so that, when re-
deemed, an investor's shares may be worth more or
less than their original cost. A security’s current invest-
ment performance may be lower or higher than the in-
vestment performance noted within the report. Momn-
ingstar's Uncertainty Rating serves as a useful data
point with respect to sensitivity analysis of the assump-
tions used in our determining a fair value price.
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General Disclosure

The analysis within this report is prepared by the person(s)
noted in their capacity as an analyst for Morningstar’s equity
research group. The equity research group consists of
various Morningstar, Inc. subsidiaries (“Equity Research
Group)”. Inthe United States, that subsidiary is Morningstar
Research Services LLC, which is registered with and
governed by the U.S. Securities and Exchange Commission.

The opinions expressed within the report are given in good
faith, are as of the date of the report and are subject to
change without notice. Neither the analyst nor Equity
Research Group commits themselves in advance to whether
and in which intervals updates to the report are expected
to be made. The written analysis and Morningstar Star
Rating for stocks are statements of opinions; they are not
statements of fact.

The Equity Research Group believes its analysts make a
reasonable effort to carefully research information
contained in the analysis. The information on which the
analysis is based has been obtained from sources believed
to be reliable such as, for example, the company's financial
statements filed with a regulator, company website,
Bloomberg and any other the relevant press sources. Only
the information obtained from such sources is made

available to the issuer who is the subject of the analysis,
which is necessary to properly reconcile with the facts.
Should this sharing of information result in considerable
changes, a statement of that fact will be noted within the
report. While the Equity Research Group has obtained data,
statistics and information from sources it believes to be
reliable, neither the Equity Research Group nor Morningstar,
Inc.performs an audit or seeks independent verification of
any of the data, statistics, and information it receives.

Unless otherwise provided in a separate agreement,
recipients accessing this report mayonly use itin the country
inwhich the Morningstar distributor is based. Unless stated
otherwise, the original distributor of the report is
Morningstar Research Services LLC, a U.S.A. domiciled
financial institution.

This report is for informational purposes only and has no
regard to the specific investment objectives, financial
situation or particular needs of any specific recipient. This
publication is intended to provide information to assist
institutional investors in making their own investment
decisions, not to provide investment advice to any specific
investor. Therefore, investments discussed and recommendations
made herein may not be suitable for all investors: recipients
must exercise their own independent judgment as to the
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suitability of such investments and recommendations in the
light of their own investment objectives, experience,
taxation status and financial position.

The information, data, analyses and opinions presented
herein are not warranted to be accurate, correct, complete
or timely. Unless otherwise provided in a separate
agreement, neither Morningstar, Inc. or the Equity Research
Group represents that the report contents meet all of the
presentation and/or disclosure standards applicable in the
jurisdiction the recipient is located.

Except as otherwise required by law or provided for in a
separate agreement, the analyst, Morningstar, Inc. and the
Equity Research Group and their officers, directors and
employees shall not be responsible or liable for any trading
decisions, damages or other losses resulting from, orrelated
to, the information, data, analyses or opinions within the
report. The Equity Research Group encourages recipients of
this report to read all relevant issue documents {e.g.,
prospectus) pertaining to the security concerned, including
without limitation, information relevant to its investment
objectives, risks, and costs before making an investment
decision and when deemed necessary, to seek the advice
of a legal, tax, and/or accounting professional.

The Report and its contents are 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, publication,
availability or use would be contrary to law or regulation or
which would subject Morningstar, Inc. or its affiliates to any
registration or licensing requirements in such jurisdiction.

Where this report is made available in a language other
than English and in the case of inconsistencies between the
English and translated versions of the report, the English
version will control and supersede any ambiguities
associated with any part or section of a report that has been

issued in a foreign language. Neither the analyst,
Morningstar, Inc., or the Equity Research Group guarantees
the accuracy of the translations.

This report may be distributed in certain localities, countries
and/or jurisdictions (“Territories”) by independent third
parties or independent intermediaries and/or distributors
("Distributors”). Such Distributars are not acting as agents
or representatives of the analyst, Morningstar, Inc. or the
Equity Research Group. In Territories where a Distributor
distributes our report, the Distributor is solely responsible
for complying with all applicable regulations, laws, rules,
circulars, codes and guidelines established by local and/or
regional regulatory bodies, including laws in connection
with the distribution third-party research reports.

Conflicts of Interest:

= No interests are held by the analyst with respect to the
security subject of this investment research report.
—Morningstar, Inc. may hold a long position in the security
subject of this investment research report that exceeds
0.5% of the total issued share capital of the security. To
determine if such is the case, please click
http://msi.morningstar.com and http://mdi.morningstar.com, e
Analysts' compensation is derived from Morningstar, Inc.'s
overall earnings and consists of salary, bonus and in some
cases restricted stock.

¢ Neither Morningstar, Inc. or the Equity Research Group
receives commissions for providing research nor do they
charge companies to be rated.

 Neither Morningstar, Inc. or the Equity Research Group is
a market maker or a liquidity provider of the security noted
within this report.

 Neither Morningstar, Inc. or the Equity Research Group
has been a lead manager or co-lead manager over the
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previous 12-months of any publicly disclosed offer of
financial instruments of the issuer.

* Morningstar, Inc.’s investment management group does
have arrangements with financial institutions to provide
portfolic management/investment advice some of which an
analystmay issue investment research reports on. However,
analysts do not have authority over 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.

e Morningstar, Inc. is a publicly traded company (Ticker
Symbol: MORN} and thus a financial institution the security
of which is the subject of this report may own more than
5% of Morningstar, Inc.’s total outstanding shares. Please
access Morningstar, Inc.'s proxy statement, “Security
Ownership of Certain Beneficial Cwners and Management”
section http://investorrelations.morningstar.com/sec.cfm-
?doctype=Proxy&year=8x=12

e Morningstar, Inc. may provide the product issuer or its
related entities with services or products for a fee and on
an arms’ length basis including software products and
licenses, research and consulting services, data services,
licenses to republish our ratings and research in their
promotional material, event sponsorship and website
advertising.

Further information on Morningstar, Inc.'s conflict of interest
policies is available from http://global.morningstar.com/e-
quitydisclosures. Also, please note analysts are subject to
the CFA Institute’s Code of Ethics and Standards of
Professional Conduct.

For a list of securities which the Equity Research Group
currently covers and provides written analysis on please
contact your local Momingstar office. In addition, for

historical analysis of securities covered, including their fair
value estimate, please contact your local office.

For Recipients in Australia: This Report has been issued and
distributed in Australia by Morningstar Australasia Pty Ltd
{ABN: 95 090 665 544; ASFL: 240892). Morningstar
Australasia Pty Ltd is the provider of the general advice {'the
Service') and takes responsibility for the production of this
report. The Service is provided through the research of
investment products. To the extent the Report contains
general advice it has been prepared without reference to
an investor's objectives, financial situation or needs.
Investors should consider the advice in light of these matters
and, if applicable, the relevant Product Disclosure
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Multi-State Gas LDC and Single-State Electric Utility; Initiate with BUY Rating

NI (NYSE)

Closing Price (as of 05/18/2017): $24.50
Rating: BUY
Price Target: $27.00
52 Week Range: $21.17 - $26.94
Shares Outstanding (MM): 324.7
Market Capitalization (MM): $7,954
Avg Daily Volume (M): 3,130.7
Enterprise Value (MM): $15,829
Book Value per share: $27.46
Debt (MM): $7,950.0
Annual Dividend/Share: $0.70
Current Dividend Yield: 2.9%
Fiscal Year End: Dec
B
EPS 2016A 2017E 2018E
1Q $0.62 $0.71A —
2Q $0.08 - —
3Q $0.06 - —
aQ $0.33 - -
Full Year $1.09 $1.17 $1.25
Consensus EPS NA $1.17 $1.24
Revenue (MM) $4,492.5 54,8218 55,0162
EBITDA (MM) $1,406.8 $1,587.4 $1,719.4
[ Ratios |
P/E 22.5x 20.9x 19.6x
EV/EBITDA 11.3x 10.0x 9.2x

NI
Volume (MM) Price (USD)

20

il ufm' mm

Juk16  Sep-18 Now-16 Jan-17 Mar-17 May-17
wm Price == Volume

Chart data: Bloomberg

Highlights

We initiate coverage of NiSource (NI) with a BUY rating. Our price target of $27 per share
is supported by our 2019 Sum-of-the-Parts analysis. Our 2017/2018/2019 EPS estimates
are $1.17/$1.25/$1.32.

Following the successful separation from Columbia Pipeline Group (completed July 1,
2015), Nl is now a fully-regulated natural gas and electric utility serving four million
customers across seven states. NI's 100% regulated revenue stream and opportunities
associated with incremental infrastructure investment support the company with a solid
platform to drive year-over-year earnings growth into the foreseeable future. Additionally,
the company has a balanced business mix, as 66% of operating earnings were derived
from gas operations and 34% of operating earnings were derived from electric operations
in FY16.

We note the following fundamentals; 100% regulated earnings profile, constructive
regulatory jurisdictions, attractive customer growth, gas/electric earnings mix of two-
thirds/one-third, annual capital budget of $1.6 - $1.8 billion through 2020 with over $30
billion of total investment opportunities, timely recovery of investments through regulatory
mechanisms that reduce regulatory lag, above-average natural gas rate base growth of
9% - 11% through 2020.

Partially offsetting the previously mentioned positive fundamentals are meaningful un-
allocated Parent debt, above-average consolidated leverage, uncertain impact of tax
reform, sizable external capital needs, and fairly large ATM program.

We characterize the natural gas segment as relatively low-risk with an attractive
risk-adjusted above-average growth rate, meaningful scale, multi-state footprint offers
regulatory diversity, attractive customer growth outlook, minimal regulatory lag due to use
of trackers.

We characterize the electric segment as average growth, single-state regulatory
concentration, the recovery of investments through mechanisms and general rate cases,
weather sensitivity, growing FERC transmission rate base, evolving generation portfolio.

NiSource Inc., headquartered in Merrillville, Indiana, is a holding company with several
fully regulated natural gas distribution and electric utility companies across seven
states. Together, these companies serve nearly 3.4 million natural gas customers in
Indiana, Kentucky, Ohio, Virginia, Maryland, Pennsylvania, and Massachusetts, and
500,000 electric customers in northwestern Indiana. As such, Nl's operations and resuilts
are classified as two reportable segments: Gas Distribution Operations and Electric
Operations.

Disclosures and Analyst Certifications can be found in Appendix A.
277 Park Avenue 26th Floor « New York, New York 10172 + Telephone: 212-409-2000 + 800-LAD-THAL
Member: NYSE, NYSE MKT, FINRA, all other principal exchanges and SIPC
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Investment Conclusion

We Initiate Coverage of NI with a BUY Rating

We initiate coverage of NiSource (NI) with a BUY rating. Our price target of $27 per share
is supported by our 2019 Sum-of-the-Parts analysis. Our 2017/2018/2019 EPS estimates
are $1.17/$1.25/$1.32,

Attractive Valuation Relative to Fundamentals and Peers

NI currently trades at a 2019 leading P/E of 18.5x our EPS estimate of $1.32, a 4.6%
discount to a selected regulated natural gas LDC and electric utility group average of
19.4x. We define NI's peer group as companies with similar natural gas LDC and electric
operations. NI forecasts EPS growth of 5% - 7%. NI offers a dividend yield of 2.9%,
compared to the peer average of 2.7%, with dividend growth of 5% - 7%. NI's current
payout ratio is 60.0% compared to the peer average of 65.4%. We believe at current
valuation levels NI shares are attractive relative to peers considering its business mix,
risk-adjusted growth rate, investment opportunities, above-average customer growth, cost
management initiatives and regulatory diversity.

Successful Corporate Separation

Following the successful separation from Columbia Pipeline Group (completed July 1,
2015), NI is now a fully-regulated natural gas and electric utility serving four million
customers across seven states. NI's 100% regulated revenue stream and opportunities
associated with incremental infrastructure investment support the company with a solid
platform to drive year-over-year earnings growth into the foreseeable future. Additionally,
the company has a balanced business mix, as 66% of operating earnings were derived
from gas operations and 34% of operating earnings were derived from electric operations
in FY16.

We characterize the natural gas segment as relatively low-risk with an attractive risk-
adjusted above-average growth rate, meaningful scale, multi-state footprint offers
regulatory diversity, attractive customer growth outlook, and minimal regulatory lag due to
use of trackers.

We characterize the electric segment as average growth, single-state regulatory
concentration, recovery of investments through mechanisms and general rate cases,
weather sensitivity, growing FERC transmission, and evolving generation portfolio.

Earnings Outlook and Drivers

We forecast 2017E EBITDA and EPS of $1.587 billion and $1.17, respectively.
Assumptions include: full year rate relief from 2016 proceedings, year-to-date rate relief,
1% customer growth, capital markets activities, 3% O&M expense growth.

We forecast 2018E EBITDA and EPS of $1.719 billion and $1.25, respectively.
Assumptions include: full year rate relief from 2017 proceedings, year-to-date rate relief,
1% customer growth, capital markets activities, 2% O&M expense growth.

We forecast 2019E EBITDA and EPS of $1.852 billion and $1.32, respectively.
Assumptions include: full year rate relief from 2018 proceedings, year-to-date rate relief,
1% customer growth, capital markets activities, 1% O&M expense growth.
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Capital Expenditures and Rate Base Growth

NI projects FY17 capital expenditures of $1.6 - $1.7 billion, and FY18 - FY20
expenditures of $1.6 - $1.8 billion on an annual basis. The company begins collecting
revenue within twelve months on 75% of infrastructure placed into service due to its
regulatory frameworks. This level of capital investment is expected to support 8% - 10%
rate base growth. The new investments are also expected to help stem operations and
maintenance expense growth, which is targeted at 2% - 4% through 2017 and is projected
to flatten beyond 2017.

Credit Profile and External Capital Needs

NI debt is currently rated BBB+ and Baa2 by S&P and Moody's, respectively. As of
December 20186, consolidated long-term debt and equity represented 64.0% and 36.0%,
respectively, of total capitalization. We forecast 2017 Debt/EBITDA of 4.8x, Debt/Capital
of 64.3%, and FFO/Debt of 15.3%. We believe NI has sufficient liquidity to fund
operations. As of March 2017, NI currently maintains approximately $0.789 billion in net
available liquidity. The company has nearly $2.2 billion of committed facilities in place
between its $1.85 billion 5-year revolving credit facility and its $0.44 billion accounts
receivable securitization facilities.

We expect NI to be active in the capital markets to fund its capital budget including issuing
$500 - $1,000 miillion in debt and $250 - $375 million in equity annually through 2020.
Equity issuances will be accomplished through the company's new recently announced
At-the-Market program and continuation of the Dividend Reinvestment Program, which will
net $200 - $300 million and $50 - $75 million, respectively, in funding per year.

Dividend Strategy

NI's strategy is to grow the dividend commensurate with eamings at 5% - 7% and targets
a payout ratio of 60% - 70%. We forecast annual dividend growth of 6.0% which we view
as average relative to peers.

Regulatory Backdrop

Considering that NI operates in seven different states, the company's businesses are
regulated by several different regulatory authorities. In Indiana, NIPSCO’s gas and
electric operations are monitored and regulated by the Indiana Utility Regulation
Commission (IURC). NIPSCO electric’s transmission activities are also regulated by the
FERC. The operations of Columbia Gas are regulated by the Public Utilities Commission
of Ohio (PUCO), the Pennsylvania Public Utility Commission (PPUC), the Massachusetts
Department of Public Utilites (MDPU), the Virginia State Corporation Commission
(VSCC), the Kentucky Public Service Commission (KPSC), and the Maryland Public
Service Commission (MPSC). Given that NI's businesses fall under mostly separate
jurisdictions, the company benefits from a considerable amount of regulatory diversity.
Also, various cost recovery mechanisms and trackers reduce regulatory lag enabling Ni to
earn near allowed returns and avoid time-consuming general rate cases and related risks.

Company Guidance and Outlook

NI projects that it will generate approximately 5% - 7% annual operating earnings per
share growth through 2020, with dividend growth commensurate to earnings growth and
complicit with a 60% - 70% targeted payout ratio. Earnings growth is expected to be
driven by 8% - 10% annual rate base growth over the planning period. FY17 net
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Table 1: NI - Financial Summary

operating EPS is targeted at $1.12 - $1.18 (at higher-end of range following 1Q17 financial
results), which represents 10.6% CAGR from FY15 EPS of $0.94.

FINANCIAL SUMMARY 2015A 2016A 2017E 2018€ 2019€
EPS $ 094 $ 109 $ 75 125§ 132
P/E ratio e s 29 195% 185k
EBITDAPS " 40" a3’ ann” 490!  so8
P/EBITDAPS 5.84 5.63 5. 500 48
Free CFPS T e’ (202" (se)’ (13)”  (090)
P/Free CFPS 70.52 (12.16) (19.99)  (27.35)
ors o8 oe om0 079
Dividend yield 3.39% 2.61% 2.86% 3.03% 3.21%
Payout ratio 88.04% 58.90% 59.85% 59.32% 59.44%
Adj BV PS $ 597°% 661 $ 68 $ 705:$% 732
P/BVPS 4.10 371 3.60 3.48 335
Dilluted shares Out (thousands) I N T S A SR
Enterprise value 1525 15146~ 15825 16460 17,180
EV/Sales 3.28 3.37x 3.28x 3.28x 3.30x
EV/EBITDA 11.37x 10.77x 9.97x 9.57x 9.28x
EV/EBIT 18.67x 17.62x 15.39x 14.61x 14.04x
INCOME STATEMENT (USD millions}
Revenues 4,651.8 4,492.5 4,821.8 5,016.2 5,204.4
Gross margin 3,008.1 3,102.3 3,369.8 3,550.2 3,724.0
Ad]. Operating EBITDA 13417 1,406.8 1,587.4 1,71.4 1,851.9
Depreciation & Amortization 524.4 547.1 559.0 592.6 628.1
EBIT 817.3 859.7 10283 - 1,126.8 1,223.8
Interest expense, net 380.2 349.5 408.5 437.5 466.6
Income tax expense 126.3 162.1 225.6 250.6 275.0
Net income 301.5 3515 3943 438.7 482.1
Net income per share 0.94 1.09 117 1.25 1.32
CASH FLOW {USD millions)
Cash fiow from operations 1,471.8 823.3 1,167.3 1,270.3 13737
Cash flow from investing 1,949  (1,5829) (1,7000) (1700.0) (1,700.0)
Capital expenditures 1,360.7 1,475.2 1,700.0 1,700.0 1,700.0
Cash flow from financing (3,411.6) 790.5 527.0 427.8 326.5
Common dividend payments (263.4) (205.5) {236.0) (260.2) (286.5)
Free cash flow 111.1 (651.9) (532.7) {429.7) (326.3)
BALANCE SHEET (USD millions)
Cash and marketable securities 155 26.4 55.8 53.8 53.9
Total assets 17,4925 18,6919 19,356.7 19,9919  20,663.5
Total debt 7,436.5 7,246.2 7,621.2 7,921.2 8,308.2
Total liabilities 7,7005 85625 8323 80291  7,755.1
Stockholders' equity 3,843.5 4,071.2 4,226.2 - 4,404.6 4,600.2
RATIO ANALYSS
Sales growth (%) -11.77% -3.42% 7.33% 4.03% 3.75%
Gross margin/sales (%) 64.67% 69.06% 69.89% 70.77% 71.56%
EBIT/Assets 4.67% 4.60% 5.31% 5.64% 5.92%
CFO/Assets 8.41% 4.40% 6.03% 6.35% 6.65%
ROA 1.72% 1.88% 2.04% 2.19% 2.33%
ROE 7.84% 8.63% 9.33% 9.96% 10.48%
Debt/Capital {ad)) 65.93% 64.03% 64.33% 64.27% 64.36%
Debt/EBITDA 5.54x 5.15x 4.80x 4.61x 4.49x
FFO/interest expense (adj) 3.87x 2.36x 2.86x 2.90x 2.94x
FFO/Debt (adj) 13.7% 11.36% 15.32% 16.04% 16.53%
NET OPERATING EPS
Electric $ 046 $ 050 $ 0.51
Gas Distribution $ 091 § 095§ 100
Corporate $ (0200 $ {0.19) $ (0.19)
Total Operating EPS S 117§ 125 S 132
NET OPERATING INCOME
Electric $ 29140 S 33953 $ 374.82.$ 39858
Gas Distribution $ 59660 $ 687.32 $ 75048 $ 823.69
Corporate $ (5700 $ (570) $ (5700 $ (5.70)
Total Operating income $ 88230 $1,021.15 $1,119.60 $1,216.57
RATE BASE ANALYSIS
Electric 3,400 3,575 3,750 3,925
Gas Distribution 6,759 7,659 8,559 9,459
Total Rate Base 10,159 11,234 12,309 13,384

Source: Ladenburg Thalmann & Co, Inc. Estimates, Company Reports
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Company Description

NiSource Inc., headquartered in Merrillville, Indiana, is a holding company with several
fully regulated natural gas distribution and electric utility companies across seven states.
Together, these companies serve nearly 3.4 million natural gas customers in Indiana,
Kentucky, Ohio, Virginia, Maryland, Pennsylvania, and Massachusetts, and 500,000
electric customers in northwestern Indiana. As such, NI's operations and results are
classified as two reportable segments: Gas Distribution Operations and Electric
Operations.

NI's Gas Distfribution Operations segment operates nearly 59,000 miles of pipeline across
seven states in the traditional Midwestem United States and Appalachia. NI's gas
distribution companies include Columbia Gas of Ohio, Columbia Gas of Pennsylvania,
Columbia Gas of Kentucky, Columbia Gas of Maryland, Columbia Gas of Massachusetts,
Columbia Gas of Virginia, and the gas distribution business of Northern Indiana Public
Service Company (NIPSCO). NI's Electric Operations are accomplished in whole through
NIPSCO, which owns and operates three coal-fired generating facilities, a natural gas
CCGT plant, 3 natural gas-fueled generation units and 2 hydroelectric generating plants
that, in total, result in a net capability of 3,281 MW,

Table 2: NI Service Territories

NiSource

Headguarters: Mernihalie, tH

Columbia Gas Columbia Gas € is Gaz Gas
of arsachusetts | of Otlo of Pennsybania of Virginia
i e s v 4 3 P R

Source: Ladenburg Thalmann & Co, Inc., Company Reports

Value Proposition and Strategy

NI aims to deliver annual total shareholder return of approximately 8% - 10% per annum.
The company'’s strategy is based upon driving eamings through the recovery of prudently
made investments in its fully regulated natural gas and electric infrastructure across its
multiple regulatory frameworks. NI believes that its position as a fully regulated muiti-
utility results in transparent and predictable eamings and cash flow, which is aided by the
constructive regulatory frameworks and mechanisms that provide for expedient recovery
on investments. NI is also committed to its investment grade credit, which is rated
BBB+/Baa2 by S&P/Moody's.
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As of NI's separation from the Columbia Pipeline Group, which completed on July 1, 2015,
NI had identified approximately $30 billion in long-term infrastructure investments that, if
pursued, could help result in annual rate base growth of 6% - 8% and annual operating
EPS growth of 4% - 6%. Since the separation, NI has executed on infrastructure
investments of nearly $2.9 billion, growing rate base at an 8.0% CAGR and net operating
EPS at a 10.6% CAGR. NI looks to continue this strategy of capitalizing upon
infrastructure expenditures and pursuing constructive regulatory outcomes that support
long-term investments. NI's long-term EPS growth outlook has since been increased to
5% - 7% per annum through 2020, with the dividend expected to grow at a rate
commensurate to earnings. The company targets a dividend payout of 60% - 70%.

Natural Gas Distribution Subsidiaries

NI's natural gas distribution segment features seven subsidiaries that contribute to a
stable stream of 100% fully regulated revenues. Altogether, these subsidiaries serve
approximately 3.4 billion residential, commercial, and industrial customers, and maintain
distribution systems that amount to an aggregate rate base of $6.0 billion as of 2016.
With over $20 billion of identified opportunities to invest in its distribution infrastructure, NI
expects to drive natural gas segment rate base growth of 9% - 11% through 2020.

Table 3: Natural Gas Service Territories

Customers Base Case ROE Rate Base (YE 2016] Investment Recovery Method

Columbia Gas of
olum i s° 1.4M Not Specified $2.18 Tracked
Chio
Col i f
olumblaGasof| .0 ot specified $1.38 Rate Case {Forward Test Year)
Pennsylvania
NIPSCO Gas 820K 9.90% $915 M Tracked
Columbia Gas of
K ’ 9 M Tracked
Massachusetts E0 53X 28
Columbia G f
° urx? |_a . a0 260 K Not Specified $609 M Tracked
Virginia
Columbia G f
olumBIaBasol| 135k Not Specified $238M Tracked
Kentucky
Columbia G f
olumblaBasoll  33¢ 9.70% $93M Tracked
Maryland

Source: Ladenburg Thalmann & Co, Inc., Company Reports

NI's core infrastructure and environmental investment programs are supplemented by the
company’s efforts to adapt to its changing operating environment. NI has undertaken a
number of programs to address changing customer conservation patterns, including the
development of updated pricing structures. The company must balance its desire to grow
rate base, and return on such, with the realities of declining customer usage and
propensity for rate fatigue. Additionally, the introduction of competitive energy retailers
into NI's service territories has motivated NI to pursue non-traditional revenue sources in
an effort to remain competitive and profitable, which include the sale of products and
services upstream of NI's service territories and gas supply cost incentive mechanisms for
core markets, among other initiatives.

Given NI's geographic proximity and commodity mix, the company's operations are
subject to seasonal fluctuations in sales. Natural gas sales are expected to peak during
the winter heating season, from November through March.
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Table 4: Natural Gas Infrastructure Programs

" Program Attributes Ohio Penn. NIPSCO

W e ¥

Mass. Virginla Kentucky Maryland
g, - 3 ey g

Total I
- ~574B  ~$358B ~55.98

Oppoitunities
Annual Program Investment
Range $205- $260M $200- $250M $135-5170M S$70-$120M  $30-S$40M  $20-S45M  $10- S16M
Regulatory Treatment Tracked Rate Case Tracked Tracked Tracked Tracked Tracked
Tracker Filing Period Historical - 12 Forward - 12 Hlj'storial - Forward-12 Forward-12 Forward-12 Forward- 12
mo. mo. prior 6 mo. mo. mo. mo. mo.
. February,
Tracker Filing Date February Varies August October August October November
Recovery Begins May Within 9 mo. July, January May January January January
= Lago ¥ <12 Months None <12 Months None None None <12 Months
Authorized Program ROE 10.39% Sp:fl)ftied 9.90% 9.55% 9.50% 9.50% 9.70%

~52.48 ~$2.08 ~$800 M ~$250M

Source: Ladenburg Thalmann & Co, Inc., Company Reports
Regulatory-Supported Growth Strategy

NI's gas distribution growth strategy is based on

the company’s constructive regulatory

jurisdictions, in which every state provides cost recovery mechanisms or forward test-year
rate cases that expedite retum on investment. From 2017 — 2020, NI intends to execute

$1.1 - $1.3 billion in annual expenditures at its ga
turn drive annual rate base growth of 9% - 11%.

s distribution subsidiaries, which will in-
Of these expenditures, nearly 20% are

customer growth based in nature, which will result in NI beginning to eamn a return from 0
— 3 months of project completion. Approximately 60% of planned expenditures through

2020 are focused on modernizing the companies’

distribution infrastructure, and as such

will be eligible for recovery within one year. The remaining 20% of planned expenditures

are projected to be maintenance based, and a
traditional rate case process.

Table &:
Mechanisms

s such will be recovered through the

Jurisdictional Recovery | Table 6: 20-Year Investment
Opportunities of $20 B

State Rewvefy Mechanism/Method :

Ohio Infrastructure Replacement Program {JRP) ]
Distribution System Improvement Charge (DSIC) |

Pennsylv.
=0 A or Forward Test Year Rate Case

Transmission, Distribution, and Storage System |

na Improvement Charge [TDSIC)

Massachusetts Gas System Enhancement Plan (GSEP)

% of Capital Investments

Virginia Steps to Advance Virginia's Energy Plan (SAVE) ‘
| |
| Kentucky  Accelerated Main Replacement Program (AMRP)

Strategic Infrastructure Development and

Enhancement (STRIDE) ‘

Maryland

100%

80%

60%

40%

20%

0%

u Modernization
M Maintenance
m Customer Growth

Source: Ladenburg Thalmann & Co, Inc., Company Reports

Over the next 20 years, NI has identified the opportunity to invest nearly $5.0 - $6.0 billion
in order to accommodate customer growth opportunities across all of its operating

jurisdictions. NI currently derives nearly 2/3 of its

customer growth from new construction

of single family dwellings, multi-family buildings, and commercial structures. Drivers of
new construction opportunities across NI's service territories include a robust housing
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market and improving construction economics. The remaining 1/3 of customer growth is
currently sourced from the conversion of existing single family homes and commercial
buildings, which is driven by efforts to raise awareness of the benefits of clean, abundant
natural gas.

Over the planning horizon, NI expects to drive significant customer growth by focusing
mainly on conversion opportunities. In terms of cost, natural gas is significantly
advantaged in the current commodity price environment in comparison to propane, fuel oil,
and electricity. NI estimates the opportunity to grow its customer base by as much as
10% if the company is able to convert the 350,000 potential customers within 500 feet of
NI's existing main lines. With these opportunities, NI projects that it will attract nearly half
of its future customer additions from new construction and half from conversion
opportunities. Together, NI estimates that it will gamer 35,000 in net customer additions
by 2020, which would represent annual net customer growth of 1% and potential annual
expenditures of $260 million in 2020 and beyond.

Table 7: Rate Base by Jurisdiction ($B) | Table 8: Customers by Jurisdiction (M)

mColumbia-OH  mColumbia - PA uColumbia-OH  mColumbia - PA

mNIPSCO Gas mColumbia - MA uNIPSCO Gas u Columbia - MA
a Columbia - VA mColumbia - KY mColumbia - VA m Columbia - KY
% Columbia - MD # Columbia - MD

Source: Ladenburg Thalmann & Co, Inc. Estimates, Company Reports

Electric Distribution - NIPSCO

NIPSCO is a vertically integrated electric utility that generates, transmits, and distributes
electricity to approximately 466,000 customers in northern Indiana, in addition to
participating in wholesale and transmission transactions. NIPSCO's generation portfolio
includes three coal-fired electric generating facilities with an aggregate net capability of
2,540 MW, a CCGT plant with a net capability of 535 MW, three gas-fired generating units
with a net capability of 196 MW, and two hydroelectric generating facilities with a net
capability of 10 MW. NIPSCO's transmission system consists of 2,805 circuit miles and
features voltages from 69,000 to 345,000 volts. The company’'s electric distribution
infrastructure spans 10,000 miles. NIPSCO’s system is interconnected with five
neighboring electric utilities. In FY16, NIPSCO self-generated 66.4% of its electric
requirements.

NIPSCO is the third largest electric utility in Indiana. The subsidiary has an electric utility
rate base of $3.4 billion. Nearly 63% of NIPSCO's net revenue from electric operations is
derived from residential and commercial customers, while 37% of revenue is sourced from
industrial customers. Steel-related industrial customers contribute to 15% of NIPSCO's
total electricity revenue.

The company does not face any significant competition from retail energy providers, as
retail electric customers in Indiana do not have the ability to choose their electric supplier.
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NIPSCO does face non-utility competition associated with self-generation by large
industrial customers and other miscellaneous distributed energy sources. NIPSCO's
business is seasonal in nature, with revenues typically peaking during the summer cooling
season.

Table 9: NIPSCO Electric Service Area | Table 10: NISPCO Regulatory Snapshot

and Proposed Transmission Lines

. NIPSCO Electric .

Customers 466 K

Return on Equity 9975%
Rate Base 5348
Regulatory Modernization and
Treatment Environmenta) Projects Tracked

Source: Ladenburg Thalmann & Co, Inc., Company Reports
Regulatory-Supported Investment Strategy

NIPSCO's constructive regulation enables the company to engage in long-term, capital
intensive projects by providing for timely returns on investments through trackers,
mechanisms, and modernization programs. In Indiana, the Transmission, Distribution,
and Storage System Improvement Charge (TDSIC) provides NIPSCO the opportunity to
recover costs for specific system modemization projects independent of a base rate
proceeding, as 80% of related costs associated with these projects may be recovered
through a semi-annual mechanism, which will continue until such assets are incorporated
in rate base through a base rate proceeding. NIPSCO’s recently approved seven-year
plan includes approximately $1.25 billion of modernization capital investments, which will
focus on overall system safety and reliability improvement. The plan calls for
expenditures of $175 - $225 million on an annual basis.

Over the next 20 years, NIPSCO has identified over $10 billion in capital investment
opportunities with its electric distribution system. From 2017 through 2020, NIPSCO
electric expects to invest $0.4 - $0.6 billion on an annual basis in order to support
customer and transmission growth, modernize its generation and infrastructure in
accordance with environmental compliance standards, and maintain the safety and
reliability of its total system infrastructure. NIPSCO anticipates beginning to eam on
customer growth and transmission expenditures within 0 — 3 months of placement into
service, while the company may begin to earn on modemization and environmental
expenditures within one year of placement into service. Recovery of maintenance
expenditures must occur through the periodic filing of a base rate case.

Multi-Value Transmission Projects

NIPSCO is currently in the midst of developing two electric transmission lines through the
company's service territory. Both transmission lines will be regulated by FERC, which,
with both lines in the MISO jurisdiction, currently allows an ROE of 10.32%. Together, the
transmission lines represent an annual investment of $60 - $140 million through their
completion, which is scheduled to occur at year-end 2018. The acquisition of right-of-way
is virtually complete, and construction on the substations, lines, and towers is underway.
The Reynolds to Topeka Project is a 100-mile, 345 kV line, representing a total investment
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of $350 - $400 million. The Greentown to Reynolds line, which is a joint project, is a 65-
mile, 765 kV transmission project. NIPSCO's portion of the $350 -$400 million investment
is approximately $175 - $200 million. The company has remarked that its strategic
location between MISO and PJM may provide future investment opportunities.

Table 11: NIPSCO Electric 20 — Year | Table 12: NISPCO Transmission
Investment Opportunities of $10+ B Projects

e

- Customer Growth mModernization == Reynolds to Topeka Project

sMaintenance mTransmission —w Greentown to Reynolds (Joint Project)
% Environmental uNew Generation

Source: Ladenburg Thalmann & Co, Inc., Company Reports

Generation Portfolio

NIPSCO recently submitted an Integrated Resource Plan (IRP) with the Indiana Utility
Regulatory Commission (IURC) that addresses future generation needs in regard to
financial viability and environmental compliance. Key planning considerations for NIPSCO
included the evolving technologies that are available, the significant maintenance costs
required in order to sustain the company’s aging coal fleet, low and stable natural gas
prices, and NIPSCO's heavy industrial customer base. With such considerations,
NIPSCO has determined that it will retire nearly 50% of its coal capacity by 2023, replace
these plants with a CCGT generation, and retrofit remaining coal assets in order to
enhance environmental stewardship.

Table 13: NI Generation Portfolio

2016 Post-2023

wCoal # Coal
wNatural Gas :g?ruélr_a! Gas
= Other m Adkdrezsable Capacity

Source: Ladenburg Thalmann & Co, Inc., Company Reports
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Through 2016, NIPSCO has invested nearly $850 million in flue gas desulfurization
facilities and new environmental controls. In November, NIPSCO filed for a Certificate of
Public Convenience and Necessity to spend nearly $400 million on environmental
upgrades at its Bailly, Michigan City, and R.M. Schahfer coal plants. Citing the U.S.
EPA’s final coal ash rule and Effluent Limitation Guidelines, NIPSCO claims that the
CPCN is for a “federally mandated compliance project’. The filing includes costs
associated with groundwater monitoring and ash landfill projects at all three facilities, ash
handling and new coal combustion residuals containment initiatives at the Michigan City
and R.M. Schahfer plants, and a new process water pond and effluent limitation projects
at R.M. Schahfer. NIPSCO plans to eventually retire its Bailly Units 7 & 8 in 2018 and
R.M. Schahfer Units 17 & 18 by the end of 2023.

Regulatory Analysis

Regulatory Authorities and Frameworks

Considering that NI operates in seven different states, the company’'s businesses are
regulated by several different regulatory authorities. In Indiana, NIPSCO's gas and
electric operations are monitored and regulated by the Indiana Utility Regulation
Commission (IURC). NIPSCO electric's transmission activities are also regulated by the
FERC. The operations of Columbia Gas are regulated by the Public Utilities Commission
of Ohio (PUCO), the Pennsylvania Public Utility Commission (PPUC), the Massachusetts
Department of Public Utilites (MDPU), the Virginia State Corporation Commission
(VSCC), the Kentucky Public Service Commission (KPSC), and the Maryland Public
Service Commission (MPSC). Considering that NI's businesses fall under mostly
separate jurisdictions, the company benefits from regulatory diversity.

Table 14: Regulatory Frameworks

Lengthof Rate  Allowance of Allowed 2016 Year-End Major Infrastructure Investment

State

Case Process . Interim Rates? ROE Rate Base Recovery Methodology
Ohio 9-10months Yes, under conditions - N/A $2.18 IRP Rider
Pennsylvania  <9months Yes, under conditions  N/A $1.38 Forward Test Year Rate Case
Indiana >12months Yes 9.90% $915M TOSIC Rider
Massachusetts >12months Rarely Sought 9.55% $1.48 GSEP Mechanism
Virginia <12 months Yes N/A $550M SAVE Mechanism
Kentucky <10months Yes, under conditions  N/A $750M AMRP Mechanism
Maryland <9 months Rarely Sought 9.70% $200M STRIDE Mechanism

Source: Ladenburg Thalmann & Co, Inc., Company Reports, SNL
Recent Regulatory Developments — Gas Distribution

On April 26, 2017, the PUCO issued its approval of Columbia Gas of Ohio's annual
Infrastructure Replacement Program rider, increasing annual revenues by $31.5 million.
New rates became effective on May 1, 2017. In February, Columbia Gas of Ohio filed an
application with the PUCO to extend the IRP through 2022. PUCO is expected to issue a
decision by the end of 2017.

On March 17, 2017, the VSCC issued its approval of the proposed settlement to Columbia

Gas of Virginia's gas distribution rate case. Terms of the seftliement called for a $28.5
million rate increase and remained silent with respect to typical rate of return or rate base
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parameters. For regulatory purposes, such as the SAVE rider, the commission and
Columbia Gas will use a 8.75% return on equity.

In October, 2016, Columbia Gas of Pennsylvania’'s joint settlement agreement in the
company’s base rate proceeding was approved by the PPUC, resulting in an annual
revenue increase of $35.0 million and the inclusion of various incentives to expand gas
service to commercial customers. The new rates became effective on December 19,
2016.

In April, the Department of Public Utilities approved Columbia Gas of Massachusetts’
request to recover an incremental $8.4 million in association with the GSEP mechanism.
New rates went into effect on May 1, 2017.

In December, Columbia Gas of Kentucky's settlement with the KPSC regarding the
company’s base rate case went into effect. The terms of the settlement were modified to
reflect an annual revenue increase of $13.1 million, which went into effect in December,
2016. The settlement also allowed for the continuation of Columbia Gas of KY's system
modernization and pipeline safety program.

In Indiana, NIPSCO Gas filed its semi-annual tracker update encompassing $67 million of
investments made in 1H16. In December, the IURC issued an order approving the tracker
update, with new rates becoming effective on January 1, 2017. In February, NIPSCO filed
for approval of $271.3 million of capital expenditures through December 31, 2016. The
IURC is expected to issue a decision in June, with new rates becoming effective July 1,
2017.

Columbia Gas of Maryland filed an application with the MPSC in April requesting an
annual revenue increase of $6 million in order to expedite the replacement of aging
infrastructure. The commission is expected to issue a final order by the end of 2017.

Table 15: Recent Rate Case Outcomes

Rata o Interim w000 Equity

Comgany arvice CaseType  Dats N crmase oY Rats Base ROE (%) Total Cap
%)

Test Year
?  Authorized End
($8)

%)

Narthem IN Public Swc Co.  Notursl  Limeed: —yoppgee Fuly 415 A A NA  NA  NA  NA 21161 Yesend 3
Gas  Issue Rider
Northam IN Public Sve Co Elecinic lll;’I:'l'lR.:M 1/25/2017  Settled 19 NA NA NA NA NA 0472016 4554 Year-end 6
Columbia Gas ot Kartucky inc "aur? Disriution 12222016 Setted 181t No NA  NA NA  NA  NA  NA 6
Bay Statn Gas Company "o Dienibwion 1072015 Setled 328 Yes Mo 715 855 5354 122014 58040 Yesend 5
. ’ Netural  Uimiced- Fuly
Columbia Gos of Msrvnd e N L ipmots (Y 12 Mo N TH) ST S @i 821 Awmgs Y
Columbia Gao ofMaryiand Inc M2% Digtibuion 10272016 Setted 37 Mo Mo NA NA  NA 042016 NA O NA 6
Columbia Gas of Ohio e~ 2% Digtibution 12742008 Sewed 474 No N 812 1039 NA 0972008 102845 c?n“:m 9
Columbia Gas of Pomnsybana MeU® Digritution 10272016 Samed 350 No Mo NA NA NA 122017 NA  NA 7
) - Natual  Limited- Fully
Columbia Gas of Virginia Inc Gas  lssus Rider 12/202016 Litigated 13 No No NA NA NA 122017 20.50  Average L
Columiia Gos of Viginia lnc  "aor’ Distibulin Y1017 Setted 285 No  Yes  NA  NA  NA 1220 NA  NA M0

Source: Ladenburg Thalmann & Co, Inc., Company Reports, SNL
Recent Regulatory Developments — Electric Operations

Per the terms of NIPSCO's electric base rate case settlement, which was approved by the
IURC in July 2016 and became effective October 1, the company's annual base rate
revenues were pemitted to be increased by $72.5 million. The settlement also provided
for continued electric infrastructure investments and service improvements for customers.
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According to an lURC order issued in January 2017, in February NIPSCO was pemnitted
to begin recovering on $45.5 million of investments associated with the company’s seven-
year electric modernization program. The IURC's approval of a settlement outlined the
terms of the program, in which NIPSCO is expected to recover nearly $1.25 billion of
infrastructure investments made through 2022,

In December 2016, NIPSCO announced its intentions to retire units 7 & 8 at its Bailly
Generation Station earlier than previously expected. The decision considered current
economic and legislative conditions, as well as the decreasing cost of natural gas in
comparison to coal and possible compliance-related regulations. The units are scheduled
to be retired by May 31, 2018.

Financial Analysis

Earnings Profile

NI's 100% regulated revenue stream and opportunities associated with incremental
infrastructure investment support the company with a solid platform to drive year-over-
year earnings growth into the foreseeable future. Additionally, the company has a
balanced business mix, as 66% of operating earnings were derived from gas operations
and 34% of operating earnings were derived from electric operations in FY16. As of
FY16, 65% of NI's operating earnings were derived from non-volumetric sources, which
provide a strong baseline for operational performance.

NI projects that it will generate approximately 5% - 7% annual operating earnings per
share growth through 2020, with dividend growth commensurate to earnings growth and
complicit with a 60% - 70% targeted payout ratio. Eamings growth is expected to be
driven by 8% - 10% annual rate base growth over the planning period. FY17 net
operating EPS is targeted at $1.12 - $1.18 (at higher-end of range following 1Q17 financial
results), which represents 10.6% CAGR from FY15 EPS of $0.94.

Table 16: Rate Base (2016 — 2019E) Table 17: 2019E Rate Base by Segment

124000

.00
7000
£,000
5,260
400 $9,459 —X
3460
2,00
1000
216 b 015 201%

= Electric  w Gas Distribution

$3,925

WElectrc WG Digriution

Source: Ladenburg Thalmann & Co, Inc. Estimates, Company Reports
Capital Expenditures and Funding

NI projects FY17 capital expenditures of $1.6 - $1.7 billion, and FY18 - FY20
expenditures of $1.6 - $1.8 billion on an annual basis. The company begins collecting
revenue within twelve months on 75% of infrastructure placed into service due to its
regulatory frameworks. The new investments are also expected to help stem operations
and maintenance expense growth, which is targeted at 2% - 4% through 2017 and is
projected to flatten beyond 2017.
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Overall, NI expects to be able to generate approximately $1.0 - $1.4 billion in FFO on an
annual basis, which alone is not sufficient to cover the company’s projected capital
expenditures of $1.6 - $1.8 billion and dividend payments of $225 - $325 million. In order
to fund growth and the annual dividend, NI expects to issue $500 - $1,000 million in debt
and $250 - $375 million in equity through 2020. Equity issuances will be accomplished
through the company’s new At-the-Market program and continuation of the Dividend
Reinvestment Program, which will net $200 - $300 million and $50 - $75 million,
respectively, in funding per year.

Table 18: Debt Table ($000s) (as of December 31, 2016)

Long-Term Debt Maturity Weighted Avg. interest Rate 2015 2014
Senior Notes: Mar-16 10.75% 2015
NiSource Finance Nov-16 5.41% 90.0 -
NiSource Finance Sep-17 5.25% 2104 2104
NiSource Finance Mar-18 6.40% 476.0 476.0
NiSource Finance Jan-19 6.80% 500.0 500.0
NiSource Finance Mar-19 Libor + 95 bps. - 500.0
NiScurce Finance Sep-20 5.45% 550.0 550.0
NiSource Finance Dec-21 4.45% 63.6 63.6
NiSource Finance Mar-22 6.13% 500.0 500.0
NiSource Finance Feb-23 3.85% 250.0 250.0
NiSource Finance Nov-25 5.89% 265.0 265.0
NiSource Finance Dec-40 6.25% 250.0 2500
NiSource Finance Jun-41 5.95% 400.0 400.0
NiSource Finance Feb-42 5.80% 2500 250.0
NiSource Finance Feb-43 5.25% 500.0 500.0
NiSource Finance Feb-44 4.80% 750.0 750.0
NiSource Finance Feb-45 5.65% 500.0 500.0
Capital Markets Dec-27 6.78% 3.0 3.0
Total Senior Notes 75,7595 T 5,968.0

Medium Term Notes:

Columbia of Massachusetts Dec-25 6.30% 40.0 400
Capital Markets Mar-17 7.92% 106.0 106.0
NIPSCO Jun-17 7.57% 95.5 95.5

Total Medium Term Notes 2415 2415

Capital Leases:

NiSource Corporate Services Oct-19 2.92% 37 35
NIPSCO May-18 3.95% 528 127
Columbia of Ohio Oct-21 6.53% 798 801
Columbia of Massachusetts Dec-33 5.33% 241 237
Acolumbia of Virginia Aug-24 12.27% 58 55
Columbla of Pennsylvania Aug-27 5.45% 324 319
Total Capital Leases 1986 157.4
Pollution Control bonds - NIPSCO Jul-17 5.76% 226.0 96.0
Notes Payable - NiSource Developmen  Jul-41 5.56% 21
Unamortized Issuance Costs and Discounts (455  (416)
Total Long-Term Debt 63822 64213

Source: Ladenburg Thalmann & Co, Inc., Company Reports
Debt and Credit Profile

NI remains committed to maintaining investment-grade credit and is currently rated
BBB+/Baa2 by S&P/Moody's, respectively. As of December 31, 2016, NI had
approximately $6.3 billion of long-term debt with a weighted average maturity of 13 years
at a weighted average interest rate of 5.41%. Upcoming maturities of long-term debt
include $350 million in FY17, $476 million in FY18, and $1.04 billion in FY19.

LADENBURLG
THALMANN

ESTASLISHED 1876

Page 14




GAS-ROR-010
Attachment |
Page 15 of 286

Brian J. Russo 646.432.6312 / Tanner James 212.409.2071

NiSource Inc. (NI)

NI currently maintains approximately $0.789 billion in net available liquidity. The company
has nearly $2.2 billion of committed facilities in place between its $1.85 billion 5-year
revolving credit facility and its $0.44 billion accounts receivable securitization facilities.

NI expects to be active in the debt market this year so that the company can fund its
upcoming debt maturities and support its robust capital investment program. As of
December 31, 2016, approximately $1.5 billion of anticipated issuances for 2017 and 2018
have been hedged, representing about 50% of the total expected issuance for the next
two years. By mitigating interest rate risk through these hedges, NI looks to add stability
to its earnings profile.

Common Dividend

NI's annual dividend has been increased to $0.70 per share, representing 8% CAGR from
2015. NI expects to grow the annual dividend at a rate commensurate to EPS growth of
5% - 7% through 2020, with the company targeting a payout ratio of 60% - 70%. The
dividend represents an important factor in the company’s goal of delivering 8% - 10% total
shareholder return over the planning horizon.

Valuation Analysis

Our price target of $27 per share is supported by our 2019E Sum-of-the-Parts analysis.
We believe at current valuation levels NI shares are attractive relative to peers considering
its business mix, risk-adjusted growth rate, investment opportunities, above-average
customer growth, cost management initiatives and regulatory diversity.

Table 19: 2019E Sum-of-the-Parts Table 20: 2019E P/E Peers
2019E P/E
bsidlary '2019EEPS  Multiple  P/SValue -
Gas Distribution $1.00 214 $21.39

Electric $0.51 17.6 $9.04

Corporate {$0.19) 20.1 {33.78) i
Total $132 $26.65 \ | | I \ | ‘

NN RIB 81 SWX OGS ATO CPK N? UGH CMSPAW SR WEC LNT AEE AT

s e

Source: Ladenburg 'I?halmann & Co, Inc. Estimates, Bloomberg, Company Reports. Mention of specific companies
not covered by Ladenburg Thalmann & Co. Inc, is not a recommendation to buy, hold or sell those securities
mentioned. The following natural gas LDC companies are covered by Ladenburg Thalmann & Co, Inc: Atmos
Energy (ATO-$80.36-BUY), Chesapeake Utilities (CPK-$71.75-NEUTRAL), NJR Resources (NJR-$40.25-
NEUTRAL), OneGas (0GS-$68.12-NEUTRAL), Spire (SR-$69.20-NEUTRAL). The following electric utilities are
covered by Ladenburg Thalmann & Co: Alliant Energy (LNT-$39.82-BUY), Ameren (AEE-$55.30-BUY), CMS
Energy (CMS-$45.75-NEUTRAL), Pinnacle West (PNW-$8461-NEUTRAL), WEC Energy (WEC-$60.91-
NEUTRAL).

NI currently trades at a 2019 leading P/E of 18.5x our EPS estimate of $1.32, a 4.6%
discount to a selected regulated natural gas LDC and electric utility group average of
19.4x. We define NI's peer group as companies with similar natural gas LDC and electric
operations. NI offers a dividend yield of 2.9%, compared to the peer average of 2.7%, with
dividend growth of 5% - 7%. NI's current payout ratio is 60.0% compared to the peer
average of 65.4%. NI forecasts EPS growth of 5% - 7%.
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Table 21: 2017E Dividend Yield Peers Table 22: 2017E Payout Ratio Peers

Dividend Yield Current Payout Ratio
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Source: Ladenburg Thalmann & Co, Inc. Estimates, Bloomberg, Company Reports. Mention of specific companies
not covered by Ladenburg Thalmann & Co. Inc. is not a recommendation to buy, hold or sell those securities
mentioned. The following natural gas LDC companies are covered by Ladenburg Thalmann & Co, Inc: Atmos
Energy (ATO-$80.36-BUY), Chesapeake Utilities (CPK-$71.75-NEUTRAL), NJR Resources (NJR-$40.25-
NEUTRAL), OneGas (0GS-$68.12-NEUTRAL), Spire (SR-$69.20-NEUTRAL). The following electric utilities are
covered by Ladenburg Thalmann & Co: Alliant Energy (LNT-$39.82-BUY), Ameren (AEE-$55.30-BUY), CMS
Energy (CMS-$45.75-NEUTRAL), Pinnacle West (PNW-$84.61-NEUTRAL), WEC Energy (WEC-$60.91-
NEUTRAL).

Earnings Analysis and Outlook

On February 22, NI reported FY16 (non-GAAP) net operating EPS of $1.09, a 16%
increase on a year-over-year basis from FY15 net operating EPS of $0.94. The most
significant driver of improved EPS was increased revenues in accordance with the
company's approved recovery of prudent infrastructure investments. NI invested nearly
$1.5 billion in its gas and electric utilities in FY16, replacing 406 miles of pipe across all of
its service territories, improving the hardiness of its distribution systems, and replacing 60
miles of underground electric cable and over 1,200 electric poles. Execution on the
regulatory front also helped to improve NI's performance, as several of the company's
base rate proceedings resulted in constructive settlement agreements that were approved
by their respective regulatory authorities.

NI's strong performance continued through 1Q17, as the company reported net operating
EPS of $0.71 compared to $0.62 in 1Q16. Considering NI's strong start to the year and
continued success of its infrastructure modernization programs, the company expects to
deliver net operating EPS in the upper half of its guidance range of $1.12 - $1.18.

Table 23: Operating Income by Segment | Table 24: Operating EPS by Segment
($ millions)
5900.00 4120
5800.00 100
$700.00
$600.00 $0.80
$500.00 50,60
$400.00 5040
$300.00 I I
$0.20
$200.00
$
$1Dﬂ.:(] I I I I s0200 )'.\lig w1 -‘g lfllﬂLn 1017!
$(10000) W16 W017¢ 0188 2019 S
WElechic BGas Distribution W Corporate WElectric M Gas Distribution W Corporate

Source: Ladenburg Thalmann & Co, Inc. Estimates, Company Reparts
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2017 - 2019 Earnings Outlook and Drivers

We forecast 2017E EBITDA and EPS of $1.587 billion and $1.17, respectively.
Assumptions include: full year rate relief from 2016 proceedings, year-to-date rate relief,
1% customer growth, capital markets activities, 3% O&M expense growth.

We forecast 2018E EBITDA and EPS of $1.719 bilion and $1.25, respectively.
Assumptions include: full year rate relief from 2017 proceedings, year-to-date rate relief,
1% customer growth, capital markets activities, 2% O&M expense growth.

We forecast 2019E EBITDA and EPS of $1.852 billion and $1.32, respectively.
Assumptions include: full year rate relief from 2018 proceedings, year-to-date rate relief,
1% customer growth, capital markets activities, 1% O&M expense growth.

Risks

The primary risks of an investment in NI shares include (but are not limited to);

NI's financial condition may be adversely impacted by the company’s indebtedness.
NI's liquidity may be adversely impacted by a drop in the company’s credit rating.

NI may be unable to execute on its business plan and growth strategy, including planned
utility infrastructure investments.

NI's performance may be adversely impacted by shifts in economic and marketing
conditions.

The value of NI's benefit plan assets may be adversely impacted by capital market
performance and other factors, which could potentially require additional funding and
negatively impact earnings.

NI's business is subject to regulatory oversight and may be impacted by regulatory rate
reviews and proceedings.

NI's performance may be impacted if the company were unable to adapt to advances in
technology.

NI's business may be negatively impacted if the company faces increased litigation and
negative public perception.

NI's businesses are regulated in accordance with numerous environmental laws, with
which the cost to comply may be significant and could negatively impact the company's
performance. Additionally, NI may face significant penalties if the company were unable
to comply with various regulations.

NI's performance may be adversely impacted by fluctuations in weather, gas, and
electricity commodity costs.

NI's business operations are subject to economic conditions in certain industries.

NIPSCO's electric generation strategy, including the retirement of its coal generation units,
may be unable to achieve its intended results.

NI may be negatively impacted by fluctuations in the price of energy commodities or their
related transportation costs.
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NI may be impacted by risk associated with customers not remitting payment for delivered
energy or services.

NI's performance may be adversely impacted if suppliers and counterparties are unable to
perform under various financial or operating agreements.

NI carries significant goodwill and definite-lived intangible assets. Impairments on
goodwill or definite-lived intangible assets may result in a significant impact to Ni's
earnings and performance.

NI's performance may be impacted by changes in taxation.
NI's financial results may be adversely impacted by changes in accounting principles.

There are numerous risks inherent to the distribution of natural gas and the generation,
transmission, and distribution of electricity that NI may be unable to avoid or mitigate.

NI's businesses are subject to the risks associated with aging infrastructure, which may
lead to disruptions in operations and capital expenditures and maintenance costs.

NI's ability to service customers may be adversely impacted by climate change, natural
disasters, acts of terrorism, or other catastrophic events.

NI's businesses may be adversely impacted if NI faces a cyber-attack.

NI's capital projects and programs may subject the company to risks associated with
construction and natural gas costs and supply risks.

NI's performance and businesses may be adversely impacted by extreme weather
conditions.

NI's businesses may be impacted if the company is unable to attract and retain a qualified
workforce.

As a holding company, NiSource is dependent on cash generated by its subsidiaries in
order to meet its debt obligations and pay dividends on common stock.

NI may be subject to significant tax liabilities associated with the company’s separation
with CPG.

NiSource has substantial indebtedness which could adversely affect its financial condition.

NiSource is exposed to significant reputational risks, which make it vulnerable to a loss of
cost recovery, increased litigation and negative public perception.

NiSource is a holding company and is dependent on cash generated by subsidiaries to
meet its debt obligations and pay dividends on its common stock.
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Table 25: Income Statement (USD millions)
{In Smilllons, unless otherwise stated) | 20158 | 2016a | 2017e | 2018 | 2019¢ |
Statements of Income roE - g
Gas Distribution | 20819 18509 30650 31849 33120
Gas Transportation ) 9% 964.6
Electric 15725 16608 17568 18313 18924
Other 27.2 16.2
Gross Revenues 4,651.8 44925 4,8218° 50162 5,204.4
Cost of Sales (excluding depreciation and amortization) ¢ 1,643.7 ;. 1,390.2 1,451.9 1,466.1 1,480.3
Total Net Revenues (Gross Margin) ¢ 3,0081° 31023 3,369.8 3,550.2 3,724.0
Operating Expenses ) | o
Operation and Maintenance 1,426.1 . . 15350 41,6049
Depreciation and Amortization ) . 5244 559.0: 5926 6281
Gain (Loss) on Sale of Assets and Impairments 1.6 i
Other Taxes 256.1 244.3 248.9 258.9 268.7
Total Operating Expenses 2,208.2 ' 2,2441 2,3430 2,424.9 2,501.8
Operating Income 799.9 858.2  1,026.8 1,125.3 1,222.3
Other Income (deductions) N I
Interest Expense, net (380.2)  (349.5) (408.5)  (437.5)  (466.6)
Other, net 17.4 15 15 15 15
Loss on Early Extinguishment of Debt (97.2) -
Total Other income (deductions) {460.0) (348.0) (407.0) (436.0) (465.1)
Income from Continuing Operations before Income Taxes 339.9 510.2 619.9 689.3 757.2
Income Taxes 126.3 162.1 225.6 250.6 275.0
Income from Continuing Operations before Income Taxes 213.6 348.1 394.3 438.7 4821
Income from Discontinued Operations - net of taxes 103.5 34
Net Income ) 3171 3515 394.3 438.7 432.1
Less: Income attributable to noncontrolling interest 15.6
Net income attributable to NI 3015 351.5 3%4.3 438.7 4821
income from Continuing Ops 213.6 348.1 394.3 438.7 482.1
Income from Discontinued ops 87.9 3.4
Net income attributable to NI 3015 35L5 394.3 438.7 482.1
Basic Average Shares Outstanding 317.7 3218 33541 349.0 362.63
Diluted Average Shares Outstanding 3198 3235 337.11 3507 364.33
Diluted EPS - Continuing Ops 0.67 108 117 125 1.32
Diluted EPS - Discontinued Ops 0.27 0.01 - - -
Diluted EPS 0.94 109 117 125 132
Dividend per Share 0.83 064 0.70 074 0.79

Source: Ladenburg Thalmann & Co, Inc. Estimates, Company Reports
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Table 26: Cash Flow Statement (USD millions)

X | 2015a | 2016a | 20176 | 2018 [ 20186 |
‘Statement of Cash Flows e e ’
Operating Activities ) - ;
Netincome 3171 3515 3943 4387 482.1°
‘Ad] to Reconcile Net Income to Net Cash from Cont Ops :

Loss on early extinguishment of debt L . 9%, .
and Amortization 5244 5471 550  sw6 681
| Defe rreqigconie‘g,a;(es and investment tax credits 135.3 1823 225.6 250.6 275.0
. Stock compensation expense and 401(k) profit sharingcon 507 | 465
; Income from discontinued operations - net of taxes (103.5) (3.4)
- Amortization of discount/premium on debt .87 16

AFUDC equity (11.5) (11.6) (11.6) (11.6) (11.6)

Other Adjustments 13.1 (3.8)
[Changes In Assets and Liabilities

Accounts Receivable 262.2 (188.0)
| Inventories 46.9 389
. Accounts Payable {190.5) 108.8

Customer Deposits and Credits 355 (52.3)
' Taxes Accrued 87 121

Interest Accrued (11.6) (8.7)
. Exchange gas receivable/payable (31.7) 36.9
. Otheraccruals (55.1) {6.0)

Prepayments and other current assets 01 (0.4)

Regulatory assets/liabilities 82.0 (187.9)

Postretirement and postemployment benefits 25.6 (44.8)

Deferred charges and other noncurrent assets 52 (1.2)

Other noncurrent liabilities (30.4) 0.5
|Net Cperating Activities from Continuing Operations 1,178.4 8241 1,167.3 1,270.3 1,373.7
Net Operating Activities from Discontinued Operations 293.4 (0.8)
Net Cash Flow from Operating Activities 1,471.8 8233 1,167.3 1,270.3 1,373.7
Investing Activities
.Capital Expenditures (1,360.7) (1,475.2) (1,700.0) (1,700.0)  (1,700.0)
Restricted cash withdrawals (deposits) (4.8) 20.1
Cash contributions from CPG 3,798.2 -
Cost of removal (79.2) (1101)
Other investing activities 215 {17.7)
Net Investing Activities from Continuing Operations 2,375.0 (1,582.8) (1,700.0) (1,700.0)  (1,700.0)
Net Investing Activities from Discontinued Operations (430.1) -
Net Cash Flow from Investing Activities 1,944.9 (1,582.9) (1,700.0}) (1,700.0) (1,700.0)
Financing Activities
Cash of CPG at Separation (136.8) -
Issuance of Long-term Debt - 500.0 750.0 750.0 750.0
Repayments of L.T. termn Debt and capital least obligations  (2,092.2)  (434.6)
Premiums and other debt related costs (93.5) (3.7) B )
Change in short-term borrowings, net (936.4) 920.6 (300.0} (375.0) (450.0)
Issuance of common stock 225 231 313.0 313.0 313.0
Acquisition of treasury stock (20.4) (9.4)
Dividends paid - common stock (263.4)  (205.5) (235.98) (260.23) (286.55)
Net Financing Activities from Continuing Operations (3,520.2) 790.5 527.0 427.8 326.5
Net Financing Activities from Discontinued Operations 108.6
Net Cash Flow from Financing Activities (3,411.6) 790.5 527.0 427.8 326.5
Change in Cash and Equivalents from Cont Operations 33.2 317 (5.6) (2.0) 0.1
Change in Cash and Equivalents from Disc Operations (28.1) (0.8)
Change in cash included in discontinued operations 0.5
Cash and Equivalents at Beginning of Period 249 30.5 61.4 55.8 53.8
Cash and Equivalents at End of Period 305 €14 55.8 53.8 53.9

Source: Ladenburg Thalmann & Co, Inc. Estimates, Company Report
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Table 27: Balance Sheet (USD millions)

X

Balance Sheet !
Assets i
Property, Plant and Equipment I 4 ! |
Accumulated Depreciation and Amortization 18,946.9 19,368.0 . 19,927.0 ° 20,519.6 21,147.8
Net Utility Plant (6,853.4) (6,613.7) (6613.7) (6613.7) (6,613.7)
Other property, less accumulated dpreciation 18.0 313.7 . 3137 3137 3137 .
Net Property, Plant and Equipment 12,111.5 13,0680 13,627.0 14,2196  14,847.8
Investments and Other Assets T
Unconsolidated Affiliates 6.9 6.6 6.6 6.6 6.6
Other Investments o 187.7 1933 1933 1933 193.3
Total Investments and Other Assets 194.6 199.9 199.9 199.9 199.9
Current Assets
Cash and Cash Equivalents 15.5 26.4 55.8 53.8 53.9
Restricted cash 29.7 9.6 9.6 9.6 9.6
_ Accounts Receivable 660.0 847.0  901.67 938.03 973.22
Gas Inventory 3435 279.9 294.81 297.6 300.5
Materials and Supplies 86.8 1017 106.1 1104 114.5
Electric Production Fuel 106.3 1128 11522 116.4 117.5
Exchange gas receivable 21.0 5.4 5.4 5.4 54
Regulatory Assets 206.9 248.7 248.7 248.7 2487
Prepayments and Other 107.5 130.6 130.6 130.6 130.6
Total Current Assets 1,577.2 1,762.1 1,867.8 1,910.5 1,954.0
Other Assets
Regulatory Assets 1,599.8 1,636.7 1,636.7 1,636.7 1,636.7
Goodwill 1,680.7 1,690.7 1,690.7 1,690.7 1,690.7
Intangible Assets 253.7 242.7 242.7 242.7 242.7
Deferred Charges and Other 65.0 918 91.8 91.8 91.8
Total Other Assets 3,609.2 36619 3,661.9 3,661.9 3,661.9
Total Assets 17,492.5 18,6919 19,3567 19,9919 20,663.5
Capitalization
Common Equity
Common Stock 3.2 33
Treasury Stock (79.3) (88.7) (88.7) {88.7) (88.7)
Additional Paid-in Capital 50780 5153.9 51539 5,153.9 5,153.9
Retained Deficit (1,1233) (972.2) (813.9)  (635.5)  (439.9)
Accumulated other Comprehensive Loss (35.1) (25.1) (25.1} {25.1} (25.1)
Total kholders' Equity 3,843.5 40712 4,226.2 4,404.6 4,600.2
Long-Term Debt, excluding current maturities 59485 6,058.2 6,808.2 7.558.2 8,308.2
Total Capitalization 9,792.0 10,1294 11,0344 11,962.8 12,908.4
Current Liabilitles
Current Portion of Long-term Debt 433.7 363.1
Short-Term Borrowings 567.4 1,488.0° 11,1880 813.0 363.0
Accounts Payable 433.4 539.4 573.79 596.93 619.32
Customer Deposits and Credits 316.3 264.1 284.48 295.96 307.06
Taxes Accrued 183.5 195.4 195.4 195.4 195.4
Interest Accrued 129.0 1203 1203 120.3 120.3
Exchange Gas Payable 62.3 83.7 83.7 83.7 837
Regulatory Liabilities 2314 116.7 116.7 116.7 1167
Legal and Environmental 37.6 374 37.4 374 374
Accrued Compensation and Employee Benefits 1413 1614 1614 161.4 161.4
Other Accruals 1216 82.7 82.7 82.7 827
Total Current Liabilities 2,657.5 34522 28439 2,503.5 2,087.0
Other Liabilities
Risk Management Liabilities 22,6 4.5 44.5 44.5 44.5
Deferred Income Taxes 2,365.3 25280 2,753.6 3,004.2 3,279.3
Deferred Investment Tax Credits 14.8 134 13.4 134 134
Accrued Insurance Liabilities 87.2 82.8 82.8 82.8 82.8
Accrued Liability postretirement and postemployment ben 759.7 713.4 713.4 7134 7134
Regulatory Liabilities 1,3504 12651  1,265.1 1,265.1 1,265.1
Asset retirement obligations 254.0 262.6 262.6 262.6 262.6
Other Noncurrent Liabilities 185.0 200.5 200.5 200.5 200.5
Total Other Liabilities 5043.0 51103 54784 5,525.6 5,668.2
Commitments and Contingencies
Total Capitalization and Liabilities 17,492.5 18,6919 19,3567 19,9919 20,663.5

Source: Ladenburg Thalmann & Co, Inc. Esti Company Report
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APPENDIX A: IMPORTANT RESEARCH DISCLOSURES

ANALYST CERTIFICATION

I, Brian J. Russo, attest that the views expressed in this research report accurately reflect my personal views about the subject security and
issuer. Furthermore, no part of my compensation was, is, or will be directly or indirectly related to the specific recommendation or views
expressed in this research report, provided, however, that:

The research analyst primarily responsible for the preparation of this research report has or will receive compensation based upon various
factors, including the volume of trading at the firm in the subject security, as well as the firm’s total revenues, a portion of which is generated
by investment banking activities.

Additional information regarding the contents of this publication will be furnished upon request. Please contact Ladenburg Thalmann,
Compliance Department, 277 Park Avenue, 26th floor, New York, New York 10172 (or call 212-409-2000) for any information regarding current
disclosures, and where applicable, relevant price charts, in regard to companies that are the subject of this research report.

COMPANY BACKGROUND

NiSource Inc., headquartered in Merrillville, Indiana, is a holding company with several fully regulated natural gas distribution and electric utility
companies across seven states. Together, these companies serve nearly 3.4 million natural gas customers in Indiana, Kentucky, Ohio, Virginia,
Maryland, Pennsylvania, and Massachusetts, and 500,000 electric customers in northwestern Indiana. As such, NI's operations and results
are classified as two reportable segments: Gas Distribution Operations and Electric Operations.

VALUATION METHODOLOGY

We value equities utilizing a multi-faceted approach which includes; sum-of-the-parts, net asset value, discounted cash flow, leading P/E, and
EV/EBITDA.

RISKS

The primary risks of an investment in NI shares include (but are not limited to);

NI's financial condition may be adversely impacted by the company’s indebtedness. NI's liquidity may be adversely impacted by a drop in
the company's credit rating. NI may be unable to execute on its business plan and growth strategy, including planned utility infrastructure
investments. NI's performance may be adversely impacted by shifts in economic and marketing conditions. The value of NI's benefit plan assets
may be adversely impacted by capital market performance and other factors, which could potentially require additional funding and negatively
impact eamings. NI's business is subject to regulatory oversight and may be impacted by regulatory rate reviews and proceedings. NI's
performance may be impacted if the company were unable to adapt to advances in technology. NI's business may be negatively impacted if the
company faces increased litigation and negative public perception. NI's businesses are regulated in accordance with numerous environmental
laws, with which the cost to comply may be significant and could negatively impact the company’s performance. Additionally, NI may face
significant penalties if the company were unable to comply with various regulations. NI's performance may be adversely impacted by fluctuations
in weather, gas, and electricity commodity costs. NI's business operations are subject to economic conditions in certain industries. NIPSCO's
electric generation strategy, including the retirement of its coal generation units, may be unable to achieve its intended results.

NI may be negatively impacted by fluctuations in the price of energy commodities or their related transportation costs. Nl may be impacted
by risk associated with customers not remitting payment for delivered energy or services. NI's performance may be adversely impacted if
suppliers and counterparties are unable to perform under various financial or operating agreements. NI carries significant goodwill and definite-
lived intangible assets. Impairments on goodwill or definite-lived intangible assets may result in a significant impact to NI's earnings and
performance. NI's performance may be impacted by changes in taxation. NI's financial results may be adversely impacted by changes in
accounting principles. There are numerous risks inherent to the distribution of natural gas and the generation, transmission, and distribution of
electricity that NI may be unable to avoid or mitigate. NI's businesses are subject to the risks associated with aging infrastructure, which may
lead to disruptions in operations and capital expenditures and maintenance costs.

NI's ability to service customers may be adversely impacted by climate change, natural disasters, acts of terrorism, or other catastrophic
events. NI's businesses may be adversely impacted if NI faces a cyber-attack. NI's capital projects and programs may subject the company
to risks associated with construction and natural gas costs and supply risks. NI's performance and businesses may be adversely impacted by
extreme weather conditions. NI's businesses may be impacted if the company is unable to attract and retain a qualified workforce. As a holding
company, NiSource is dependent on cash generated by its subsidiaries in order to meet its debt obligations and pay dividends on common
stock. NI may be subject to significant tax liabilities associated with the company’s separation with CPG. NiSource has substantial indebtedness
which could adversely affect its financial condition. NiSource is exposed to significant reputational risks, which make it vulnerable to a loss
of cost recovery, increased litigation and negative public perception. NiSource is a holding company and is dependent on cash generated by
subsidiaries to meet its debt obligations and pay dividends on its common stock. J
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STOCK RATING DEFINITIONS

Buy: The stock’s return is expected to exceed 12.5% over the next twelve months.

Neutral: The stock's return is expected to be plus or minus 12.5% over the next twelve months.

Sell: The stock’s return is expected to be negative 12.5% or more over the next twelve months.

Investment Ratings are determined by the ranges described above at the time of initiation of coverage, a change in risk, or a change in target

price. At other times, the expected returns may fall outside of these ranges because of price movement and/or volatility. Such interim deviations
from specified ranges will be permitted but will become subject to review.

RATINGS DISPERSION AND BANKING RELATIONSHIPS AS OF (May 19, 2017)

Rating % IB %

BUY 68.9 48.1

NEUTRAL 28.0 44.4

SELL 31 0.0

COMPANIES UNDER BRIAN'S COVERAGE

Ameren Corporation (AEE) AES Corporation (AES)

Allete Inc. (ALE) Atmos Energy Corporation (ATO)
Avista Corporation (AVA) CMS Energy Corp. (CMS)

CenterPoint Energy, Inc. (CNP)
El Paso Electric Company (EE)
IdaCom, Inc. (IDA)

NiSource Inc. (NI)

NRG Energy, Inc. (NRG)

OGE Energy Corp. (OGE)

Dynegy Inc. (DYN)

Great Plains Energy Inc. (GXP)

Alliant Energy Corporation (LNT)

New Jersey Resources Corporation (NJR)
Northwestern Energy (NWE)

ONE Gas, Inc. (OGS)

PNM Resources, Inc. (PNM)

Portland General Electric Co. (POR)

Spire Inc. (SR)

Westar Energy, Inc. (WR)

COMPANIES UNDER TANNER'S COVERAGE
Chesapeake Utilities Corporation (CPK)

COMPANY SPECIFIC DISCLOSURES

Pinnacle West Capital Corporation (PNW)
PPL Corporation (PPL)
WEC Energy Group Inc. (WEC)

Spark Energy, Inc. (SPKE)

Ladenburg Thalmann & Co. Inc. has managed or co-managed a public offering for Chesapeake Ultilities Corporation within the past 12 months.
Ladenburg Thalmann & Co. Inc received compensation for investment banking services from Chesapeake Utilities Corporation within the past

12 months.

Ladenburg Thalmann & Co. Inc had an investment banking relationship with Chesapeake Utilities Corporation within the last 12 months.

OTHER COMPANIES MENTIONED

Ameren Corporation (AEE - $55.30 BUY)

Atmos Energy Corporation (ATO - $80.36 BUY)

CMS Energy Comp. (CMS - $45.75 NEUTRAL)

Chesapeake Utilities Corporation (CPK - $71.75 NEUTRAL)
Alliant Energy Corporation (LNT - $39.82 BUY)

New Jersey Resources Corporation (NJR - $40.25 NEUTRAL)
ONE Gas, Inc. (OGS - $68.12 NEUTRAL)

Pinnacle West Capital Corporation (PNW - $84.61 NEUTRAL)
Spire Inc. (SR - $69.20 NEUTRAL)

WEC Energy Group Inc. (WEC - $60.91 NEUTRAL)
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INVESTMENT RATING AND PRICE TARGET HISTORY
NiSource Inc. Rating History as of 05/17/2017

powered by: BlueMatrix

Jul2014  Oct2014  Jan 2015 Apr2015  Jul2015 Oct2015 Jan2016 Apr2016  Jul2016  Oct2016 Jan 2017  Apr2017

B=Buy N=Neutral S=Sell D=Drop Coverage I=Initiate NR=Not Rated

Additional information regarding the contents of this publication will be furnished upon request. Please contact Ladenburg Thalmann,
Compliance Department, 277 Park Avenue, 26th floor, New York, New York 10172 (or call 212-409-2000) for any information regarding current
disclosures, and where applicable, relevant price charts, in regard to companies that are the subject of this research report.

GENERAL DISCLAIMERS

Information and opinions presented in this report have been obtained or derived from sources believed by Ladenburg Thalmann & Co. Inc.
to be reliable. The opinions, estimates and projections contained in this report are those of Ladenburg Thalmann as of the date of this report
and are subject to change without notice.

Ladenburg Thalmann & Co. Inc. 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 Ladenburg Thalmann & Co.
Inc. This report is not to be relied upon in substitution for the exercise of independent judgment. Ladenburg Thalmann & Co. Inc. may have
issued, and may in the future issue, other reports that are inconsistent with, and reach different conclusions from, the information presented in
this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared them and Ladenburg
Thalmann & Co. Inc. is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. Investors
should consider this report as only a single factor in making their investment decisions.

Some companies that Ladenburg Thalmann & Co. Inc. follows are emerging growth companies whose securities typically involve a higher
degree of risk and more volatility than the securities of more established companies. The securities discussed in Ladenburg Thalmann & Co.
Inc. research reports may not be suitable for some investors. Investors must make their own determination as to the appropriateness of an
investment in any securities referred to herein, based on their specific investment objectives, financial status and risk tolerance.

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or
implied, is made regarding future performance. The price, value of and income from any of the securities mentioned in this report can fall as
well as rise. The value of securities is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income
of such securities. Investors in securities such as ADRs, the values of which are influenced by currency volatility, effectively assume this risk.
Securities recommended, offered or sold by Ladenburg Thalmann & Co. Inc. (1) are not insured by the Federal Deposit Insurance Company;
(2) are not deposits or other obligations of any insured depository institution; and (3) are subject to investment risks, including the possible loss
of some or all of principal invested. Indeed, in the 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 these losses.

The information 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 any securities mentioned herein. This publication is confidential for the information of
the addressee only and may not be reproduced in whole or in part, copies circulated, or disclosed to another party, without the prior written
consent of Ladenburg Thalmann & Co. Inc.

Comparisons to peers/industry averages and indices are provided for informational purposes only. Comparisons to this information have
limitations and material characteristics that may differ from the subject company(ies). Because of these differences, these references should
not be relied upon as an accurate measure of comparison. Investors cannot invest directly in an index.
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Member: NYSE, NYSE MKT, FINRA, all other principal exchanges and SIPC
Additional Information Available Upon Request
© 2017 - Ladenburg Thalmann & Co. Inc. All Rights Reserved
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ENERGY, POWER & INFRASTRUCTURE

Power & Electric Utilities

Brian J. Russo, CFA (646) 432-6312 brusso@ladenburg.com
Tanner James (212) 409-2071 tiames@ladenburg.com

Energy Exploration & Production, Upstream

Michael Schmitz, CFA (212) 409-2028 mschmitz@ladenburg.com

Master Limited Partnerships, Midstream

Michael Schmitz, CFA (212) 409-2028 mschmitz@ladenburg.com

HEALTHCARE

Biotechnology

Christopher S. James, M.D. (212) 409-2062 cjames@ladenburg.com

Biotechnology

Matthew L. Kaplan (212) 891-6247 mkaplan@ladenburg.com

Wangzhi Li, PhD (212) 409-2051 wli@ladenburg.com

Biotechnology (Personalized Medicine)

Kevin DeGeeter (212) 409-2027 kdegeeter@ladenburg.com
James Colby (212) 409-2058 jcolby@ladenburg.com

Healthcare Equipment & Medical Technologies

Jeffrey S. Cohen (305) 572-4110 jcohen@ladenburg.com

FINANCIAL INSTITUTIONS

Financial Services — Business Development Co. & Specialty Finance

Mickey M. Schileien, CFA (305) 572-4131 mschleien@ladenburg.com

Financial Services — Equity REITs

Daniel P. Donlan (212) 409-2056 ddonlan@ladenburg.com
John J. Massocca (212) 409-2543 jmassocca@ladenburg.com

TECHNOLOGY

Internet & Software Services

Jon R. Hickman (510) 918-4045 jhickman@ladenburg.com
Software and Services

Glenn G. Mattson (212) 409-2073 gmattson@ladenburg.com
ADDITIONAL CONTACTS

Kenneth Brush, Head of Trading (212) 409-2011 kbrush@ladenburg.com
Eric Novotny (212) 409-2011 enovotny@ladenburg.com

277 Park Avenue 26" Floor New York, NY 10172 (212) 409-2000
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IN LINE | TARGET PRICE: $25.00

Change in Price Target

June 19, 2017

Greg Gordon, CFA
212-653-9000
Greg.Gordon@evercoreisi.com

Durgesh Chopra
212-653-8998
Durgesh.Chopra@evercoreisi.com

Raising Estimates & Target Price Due To

Company Statistics > _ .
== Accretive Debt Refinancing
Market Capitalization (M): $8,429
Shares Outstanding (M): 323 Target Price Raised to $25 from $23.50, Rating Still In Line
3;:::::'“&“: s:;z N! completed a ~$1B debt tender offer in early June. In a company
Payout Ratio: B96% press release on 06/09 NiSource announced purchasing $320MM
' ) . aggregate principal amount of 6.125% notes due 2022, $200MM of
Expected Total Retum: (9% the 6.40% notes due 2018, $245MM of 6.80% notes due 2019 and
kiscal veanEnd Bec $225MM of the 5.45% notes due 2020. The aggregate ~$1B in debt buy
i back will be funded in part by $2B new debt issuance announced on
Earnings Summary 05/22 including $1B aggregate principal amount of 3.490% notes due
2017E 2018E 2019E 2027 and $1B of 4:375% <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>