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Applicability; public utilities other than canal, turnpike, tunnel, bridge and wharf
companies.

(a) Whenever a public utility, other than a canal, turnpike, tunnel, bridge or
wharf company files a tariff, revision or supplement effecting changes in
the terms and conditions of service rendered or to be rendered, it shall
submit to the Commission, with the tariff, revision or supplement,
statements showing all of the following:

(t) The specific reasons foreach change.

Response (Huwar):

The rate changes are being proposed to allow C,olumbia Gas of
Pennsylvania a reasonable opportunityto recover revenue sufficient to
cover its operating expenses and increases to rate base and provide a
reasonable opportunityto earn a fair rate of refurn.

(z) The total number of customers served by the utility.

Response (Huwar):Refer to Exhibit No. 3.

(g) A calculation of the number of customers, by tariff subdivisions,
whose bills will be affected by the change.

Response (Bell): Refer to Exhibit No.to3, Schedule No. B.

(q) The effect of the change on the utility's customers.

Response (Bell): Referto Exhibit No. ro3, Schedtrle No. B.

(S) The direct or indirect effect of the proposed change on the utility's
revenue and expenses.

Response (Huwar): Refer to Exhibit Nos. 3 and 4.
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The effect of the change on the service renderedbythe utility.

Response (Huwar): Service rendered by the utility will not be
impacted by the changes to rates.

A list of factors considered by the utility in its determination to
make the change. The list shall include a comprehensive statement
about why these factors were chosen and the relative importance of
each. This subsection does not apply to a portion of a tariff change
seeking a general rate increase as defined in 66Pa. C.S. S$o8
(relating to voluntary changes in rates).

Response (Huwar): Not Applicable.

Studies undertaken by the utility in order to draft its proposed
change. This paragraph does not apply to a portion of a tariff
change seeking a general rate increase as defined in 66 Pa. C.S.
g$o8.

Response (Huwar): Not Applicable.

Customer polls taken and other documents which indicate
customer acceptance and desire for the proposed change. If the
poll or other documents reveal discernible public opposition, an
explanation of why the change is in the public interest shall be
provided

Response (Huwar): No customer polls were taken to indicate
customer acceptance and desire for the proposed rate changes.
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COLUMBIA GAS OF PENNSYLVANIA. INC.
53-?

(to) Plans the utility has for introducing or implementing the changes
with respect to its ratepayers.

Response (Huwar): Columbia will notify its ratepayers of the
proposed changes through a bill insert in compliance with the
Commission's Regulations (Pa Code Section 53.45).

(tr) F.C.C., F.E.R.C. or Commission orders or rulings applicable to the
filing.

Response (Huwar): The following orders and rulings are applicable
to the Company's filing as they relate to its treatment of cloudbased
assets:

o F.E.R.C Accounting Guidance, issued on December 20, 2org
at Docket No. Alzo-1-ooo;

. Commission Order issued on August gr,2ou7 at Docket No.
R-zo16-z58oo3o; and

o Commission Order issued on December 20, zor8 at Docket
No. R-zor8-3ooorz4.

Whenever a public utility, other than a canal, turnpike, tunnel, bridge or
wharf company files a tariff, revision, or supplement which will increase or
decrease the bills to its customers, it shall submit in addition to the
requirements of subsection (a), to the Commission, with the tariff, revision
or supplement, statements showing all of the following:

(t) The specific reason for each increase ordecrease.

Response (Huwar): The rate changes are being proposed to allow
Columbia Gas of Pennsylvania a reasonable opporhrnity to recover
revenue sufficient to cover its operating expenses and increases to
rate base and provide a reasonable opportum$to earn a fair rate of
return.
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(z) The operating income statement of the utilityfor a rz-month
period, the end of which may not be more than rzo days prior to the
filing.

Response (Huwar): Refer to Exhibit No.z.

(S) A calculation of the number of customers, by tariffsubdivision,
whose bills will be increased.

Response (Bell): Refer to Exhibit No. to3, Schedule No. B.

(+) A calculation of the total increase, in dollars, by tariffsubdivision,
projected to an annual basis.

Response (Bell): Refer to Exhibit No. ro3, Schedule No. B.

(S) A calculation of the number of customers, by tariffsubdivision,
whose bills will be decreased.

Response (Bell): Refer to Exhibit No.ro3, Schedule No. 8.

(6) A calculation of the total decreases, in dollars, by tariffsubdivision,
projected to an annual basis.

Response (Bell): Refer to Exhibit No.ro3, Schedule No. 8.
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COLUMBIA GAS OF PENNSYLVANIA. INC
sg.Sg II RATE OF RETURN

A. ALL UTILITIES

Attach copies of the summaries of the projected two years' Company's
budgets (revenues, expense, and capital).

Response:

Please see the Company's response to Standard Data Request GAS-ROR-
13 for projected revenues and expenses.

Please see the Company's response to Standard Data Request GAS-ROR-
t4for the projected construction budget.
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Referenced by Commission Regulations

Commission
Regulation
Number C.ommissionRegulation

Fully Projected
HistoricTestYear FutureTestYear

T\ryelve Months Ended TWelve Months Ended
November qo. zotq Decemberqt. zozt

Frdibit Schedule E6hihit Schedule Witness

.t?.52
Aoolicability: Public Utilities Other Than Canal. T\rrnpike, Bridge, and Wharl'
Comoanies

53.52(a) Whenever a public utility, other than a canal, turnpike, tunnel, bridge or wharf company files a tariff,
rwision or supplement effecting changes in the terms and conditions of service rendered or to be
rendere4 it shall submit to the Commission, with the tariff, rwision, or supplement, statements
showins all ofthe followins:

13 3 Huwar

qe-q2(a)r e smific msons for sch chanse- l? 11e Huwar
53.52(a)2 Ihe total number of customeN served bv the utilitv. 3 103 Bell

53.52(a)3 A calculation of the number of customers, by tariff subdivision, whose bills will be affected by the 3 103 Bell

53.52(a)4 lhe effect ofthe change on the utiliqt's customers. 3 ro3 Bell

53.52(a)5 fhe direct or indircct effect of the proposed change on the utility's revenue and qqrcnses. 13 I 113 I Huwar

5i.52(ato re effect of the chanqe on the sewie rendered bv the utilitv l2 114

53.52(a)7 \ list of factors considered by the utility in its determination to make the change. The list shall
nclude a comprehensive statement about why these factors were chosen and the relative importance
rf each. Ttris subsection does not apply to a portion of a change seeking a general rate increase as
lefi nerl in 66 Da O S & ronA fmlrlino in rrntrnlanr nhonooc in mtac\

a 1 113 t Huwar

53.52(a)8 Itudies undertaken by the utility in order to draft its proposed change. This paragraph does not apply
:o a portion of a tariff change seeking a general rate increase as defined in 66 Pa. C. S. & 1308.

13 1 r$ I Huwar

53.52(a)9 Jtstomer polls taken and other documents which indicate customer acceptance and desire for the
rroposed change. Ifthe poll or other documents reveal discernible public opposition, an e:<planation
rf whvthp nhrnoa ic in thp nrrlrlin inipmd choll ha nmrridad

13 I 113 t Huwar

59.S2(a)10 Plans the utility has for introducing or implementing the changes with respect to its ratepayers. 13 I 113 I Huwar

5?.52(a)l1 FCC. FERC or Commission orde6 or rulincs aoolicable to the filinp 1C r1a Huwar
53.52(b) Whenwer a public utility, other than a canal, turnpike, tunnel, bridge or wharf company files a tariff,

rcvision or supplement which will increase or decrease the bills to its customers, it shall zubmit in
rddition to the requirements of subsection (a), to the Commission, with the Tariff, rwision, or
;uDDlement, statements showins all ofthe followins:

13 3 Huwar



Exhibit No. 13

Schedule No. 3
Page z of zz

Witness: M. Huwar

Columbia Gas ofPennsylvania, Inc.
R-2o2o-3o1883S

Referenced by Commission Regulations

Commission
Regulation
Number CommissionReeulation

Fully Projected
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qa-K2(h)l lhe soecific reasons for each Increase or decrease. 13 I 113 Ffuwer

53.S2(b)2 fhe operating income statement ofthe utilityfor a rz-month period, the end ofwhich may not be
nore than rzo days prior to the filing,

2

3
13

I ro2
103
113

I
I

Miller
Bell

Huwar

$.52(b)3 \ calculation ofthe number ofcustomers, by tariff subdivision, whose bills will be increased, 3
I

103
ttz

Bell
T

s3.52(b)4 L calculation of the total increases, in dollars, by tariff subdivision, projected to an annual basis. 3
I

103
tto I

Bell
T

53.52(b)5 t calculation of the number of customers, by tarifi subdivision, whose bills will be decreased. 3
13

103
113 I

Bell
Huwar

53.52(b)6 I calculation of the total decreases. in dollars, by tariff subdivision, projected to an annual basis. 3 103
I

Bell
Huwar

53.52(c)r A Statement showing the utility's calculation ofthe rate of return earned in the rz-month period
rcferred to on subsection (bXz), and the anticipated rate of return to be earned when the tariff,
revision, or supplemental becomes effective. The rate base used in this calculation shall be
:rrnnndad lnr crrmmoriac af nrioinol ancr fnr t}a rata a{ rarrrm aalarrlo+inn

8 ro8 Shultz

(e-R2(c)2 A detailed balance sheet of the utilitv as of the close of the oeriod refered to in subsection ftr)fz). rol Miller
53.52(c)3 A summary, by detailed plant accounts, of the book value of the property of the utility at the date of

the halance shet tmuirsl tw namomnh (r)
8 t,2 ro8 Shultz

53.52(c)4 A statement showing the amount of the depreciation reserve, at the &te of the balance sheet required
hrr nooaon}r /o l omliaolla +^ +ha i-.^^a' ."*-.^*-^l ^. - -":-^l L" ^^----L a^\

8 3 ro8 3 Shultz

53.52(c) 5 A statement ofoperating income, setting fofth the operating rwenues and expenses by detailed
--^^"-+.f^-+L^r^ -^-+L-^;^:^-l:-^^-rL^L^l^-^^^L^^.-^^..:-rL-.-^---L/^\

2 I to2 Miller

53.52(c) 6 A briefdescription of a major change in the operating or financial condition ofthe utility occurring
between the date of the balance sheet required by paragraph (z) and the date of transmittal of the
tariff, rwision or supplement, As used on this paragraph, a major change is one which materially
alters the operating or financial condition ofthe utility from that reflected in paragraphs (r) - (S).

1 2 101 Miller

qq.qa I A ra.qq I. VALUATION
A- ALLUTILITIES

53.53.r3-1 Provide a corporate history (include the dates of original incorporation, subsequent mergers and/or
lcquisitions). Indicate all countries and cities and other governmental subdivisions to which sewice
s provided (including service areas outside the state), and the total population in the area served.

r5 I t15 Bardes Hasson
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Referenced by Commission Regulations

Commission
Regulation
Number CommissionRegulation

Fully Projected
HistoricTestYear FutureTestYear

TVrelve Months Ended T\ryelve Months Ended
Novemberqo.zoto December?l.2o2t

E)$ibit Schedule Exhibit Schedule Witness

53.53.I4.2 Provide a schedule showing the measures ofvalue and the rates of return at the original cost and
trended original cost measures ofl€lue at the spot, tbree-year and five-year average price levels. All
claims made on this exhibit should be cross-referenced to appropriate e:<hibits. Provide a schedule
similar to the one listed above, reflecting respondent's final claim in its previous rate case.

8 108 Shultz

53.53.I.A.3 Provide a description oftle depreciation methods utilized in calculating annual depreciation amountr
and depreciation resewes, togetler with a discussion of all factors which were considered in arriving
at estimates of sewice life and dispersion by account. Provide dates of all field inspections and
f..ili+i-",;"i+-,1

9 I 109 I Spanos

53.53.I.,\4 Set forth, in exhibit form, charts depicting tie original and estimated survivor curves and a tabular
presentation of the original life table plotted on the chart for each account where the retirement rate
method ofanalysis is utilized.
a. If any utility plant was e>rcluded from the measures of value because it was deemed not to be "used
and useful" in the oublic service. zuoolv a detailed descriotion of each item of DroDertv.
b, Provide the suruiving original cost at test year end by vintage by account and include applicable
depreciation reserves and annuities.

(i) These calculations should be pmvided for plant in service as well as other categories of plant,
including, but not limited, to contributions in aid of construction, customer's advances for
construction, and anticipated retirements associated with any construction work in pmgress claims
/:a l--l:^^lt^\

9 I 109 I Spanos

53.53.I.A.5 Provide a comparison of respondent's calculated depreciation reserve vs. book resewe by account at
lhp pn.l nf lhp taef vaa r

9 2 109 2 Spanos

53.53.I-q..6 Supply a schedule by account and depreciable group showing the survivor curve and annual accrual
rate estimated to be appropriate:
a. For the purposes of this filing.
b. For the pumoses of the most recent rate increase filing prior to the current proceedings.
(i) Supply a comprehensive statement of any charues made in method of depreciation and in
hp els*inn nf cwpDop cpruiop liwx qnd dicmninn

9 3 ro9 3 Spanos

53.53.I.4-7 Provide a table, showing the cumulative deprcciated original cost by year of installation for utility
plant in sewice at the end ofthe test year (depreciable plant only) as claimed in the measure.s of
value, in the followins form:
a. Year installed.
b. Original cost - t}le total surviving cost associated with each installation year from all plant

9 4 109 4 Spanos
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Referenced by Commission Regulations

Commission
Regulation
Number CommissionRequlation

Fully Projected
HistoricTestYear FutureTestYear

T\ryelve Montls Ended TWelve Months Ended
November go. zotg Decemberqt. zozr

Exhibit Schedule Exhibit Schedule Witness

:. Calculated depreciation reserve-the calculated depreciation reserve associated with each
nstallation vear from all Dlant accounts.
l. Depreciated original cost - (Column B minus Column C).
). Total - cumulation vearbyvear ofthe figures from Column D.
. Column E divided bv the total of the fisure in Column D.

9 4 109 4 Spanos

53.53.LA.8 Provide a description of the trending methodolory which was utilized. Identi{y all indexes which
were used (include all backup workpapers) and all the reasons particular inde:rqs were chosen. If
indexes were spliced, indicate which years were utilized in any splices. if indexes were composite,
show all supporting calculations, include any analysis made to "test" the applicability of any index.

8 108 Shultz

53.53.I.A.9 Provide an e)dibit indicating the spot trended original cost at test year end by vintage by account and
include applicable depreciation resewes. Include total by account for all other trended measures of

I 108 Shultz

53.53.I.A.1o Supplv an exhibit indicatine the percentages of Undepreciated orieinal cost which were trended
with the following indexes:
a. Boeckh.
b. Handy-Whitman.
c. Indexes dweloped from suppliers' Drices.
d, Indexes developed from comDanv records and comDanv Drice histories.
e. Construction equipment.
f. Government statistical releases.

8 ro8 Shrrltz

53.53.I-A-1r Pmvide a table, showing the cumulative trended depreciated original cost (at the spot price level) by
year installation for utility plant in service at the end of the test year (depreciable plant only) as
claimed in the measures of value, in the followine form:
a. Year installed.
b. Trended original cost (at the spot price level) - the total surviving cost associated with each
installation vearfrom all plant accounts.
c. Tbended calculated depreciation reserve - the calculated depreciation reserve associated with each
installation vear from all plant accounts.
d. Depreciated trended original cost - (Column B minus Column C).
e. Total-accumulation year by year of the figures from Column D.
f. Column E divided bv the total of the fieures in Column D.

8 ro8 Shultz

53.53.I.A.12 If a claim is made for construction work in progress, include, in the form of an exhibit, the summary
page from all work orders, amount expensed at the end ofthe test year and anticipated in-service
rlates. Indicate if any of the construction work in progress will result in insurance recweries,
reimbursements, or retirements of existing facilities. Describe in exact detail the necessity of each
project claimed if not detailed on the summary page from the work order. Include final completion
clate and estimated total amounts to be spent on each project. ffhese exhibits should be updated at
lhp nnnnlrrcinn nfthccp nrnnaaiinoc I

8 108 Shultz
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Commission
Regulation
Number CommissionRegulation

FullyProjected
HistoricTestYear FutureTestYear

Tlvelve Months Ended TWelve Months Ended
Novemberqo. zoto Decemberqt. zozt

Frdibit Schedule Frfiibit Schedule Witness

53.53.I.A13 If a claim is made lbr non-revenue producing construction work i n progress, include, in the form of
an o<hibit, the summary page from all work orders, amount expensed at the end of the test year and
anticipated in-service dates. Indicate if any of the construction work in progress will result in
insurance recoveries, reimbursements, or retirements of existing facilities. Describe in exact detail
the necessity of each project claimed if not detailed on the summary page from the work order.
Include final completion date and estimated total amounts to be spent on each project. fltrese
e:<hibits should be updated at the conclusion of these proceedings.l

8 108 Shultz

53.s3.I.A.4 lf a claim is made for plant held for future use, supply the followinq:
a. A brief description of the plant or land site and its cost.
b. Bcpected date of we for each item claimed.
c. E:<planation as to whv it is necessary to acquire each item in advance of its date of use.
il. Date when each item was acquired.
p Datp whan aqah item wc nlqaai in nlqnt hald fnr ffrhrm rrca

8 108 Shultz

53.53.I..d15 lf materials and supplies compdse part of the cash working capital claim, attach an e)dibit showing
:he actual book balances for materials and supplies by month for the thirteen months prior to the end
f t}le test yeat. Erglain any abrupt changes in monthly balances. [B:rplain method of determining
'lqim if nthor thon rhat rlocaliharl rharn I

8 108 Shultz

53,53.r-A-16 lf fuel stoclG comprise part of the cash working capital claim, provide an orhibit showing the actual
rook balances (quantity and price) for the fuel inventories by type of fuel for the thirteen months
rrior to the end of the test year by location, station, etc. [E><plain the method of determining claim if
r+har +hon thoi docndhad olnva I

8 108 Shultz

53.53.I-A-17 Regardless of whetler a claim for net negative or positive salvage is made, attach an exhibit showing
3ross salvage, cost of removal, and net salwage for the test year and four prwious years by account.

9 D ro9 c Spanos

53.53.r-A-1u Deldn in detail by statement or exhibit the appropriateness of claiming any additional items, not
^- ;^,,.1., -^-+i^-^i i- +L^ -^-.,,*. ^f .-1,,^

8 108 Shultz

F".5".I.C iq.4q..I VALUATION
N. 

'}AS 
TITIT.ITTF.q

58.53.I.C.1 Provide, with respect to the scope of operations of the utility, a description of all property, including
an o<planation of the system's operation, and all plans for any significant fr.rture expansion,
modification, or other alterations offacilities. This description should include, but not be limited to
the following:
a. If respondent has larious gas sewice areas, indicate if they are integrated, such that the gas supply
is available to all customem.
b. Provide all pertinent data regarding company policy related to the addition of new consumers in
the company's service area.
c. E:<plain how respondent obtains its gas zupply, as follows:

(i) Erplain how respondent stores or manufactures gas; ifapplicable.
(ii) State whether the company has peak shaving facilities.
(iii) Provide details of coal-gasification programs, if any.
iv) Describe the potential for emergency purchases ofgas.
(v) Provide the amount of gas in MCF supplied by various suppliers in the test year (include a copy

^J ^ll -^-+**-\

17 Lr7 Bell
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Commission
Regulation
Number CommissionRegulation
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Exhibit Schedule Exhibit Schedule Witness

d. Provide plans for future gas supply, as follows:
(i) Supply details of anticipated gas zupply from respondent's near-term dwelopment of gas wells,

ifany.
(ii) Provide gas supply agreements and well development ventures and identifii the parties thereto.

e. Indicate any anticipated curtailments and explain the reasons for the curtailments.
f. Provide current data on any Federal Power Commission action or pmgrams that may affect, or tend
t^ tffad tha hofirul cac crrnnl"+^ +ha d6. r+ilih'

17 rr7 Bell

53.53.I.C.2 Provide an overall system map, including and labeling all measuring and regulating stations, storage
bcilities, produc'tion facilities transmission and distribution mains, by size, and all interconnections
dith other ntilities gnd nimlines

15 2 r15 Bardes Hasson

5a,q".II-4. iA.E".II. RATERETURN
{,. ALLUTILITIES

53.53.II-A-l Provide capitalization and capitalization ratios for the last five'year period and projected through the
re:d two years. (With short-tern debt and without short-term debt.) Company, Parent and System
:consolidated)). a. Provideyear-end
nterest coverages before and after taxes for the last three years and at latest date. (Indenture and
JEC Bases.) (Company, Parent and System (consolidated)).
l. Provide year-end preferred stock dividend coverages for last three years and at latest date (Charter
md SECbases).

401 40r Moul

6q.q".II.A-2 Provide latest ouarterlv financial reoort (Comoanv and Parenl 402 402 Morrl
61.q1-IIA.1 atest Stockholder's Reoort (Comoanv and Parent). 4o?, 4o2 Morl
6q.q1.IIA4 atest ProsDech$ (Companv and Parent), 404 40,4 Morrl

53.53.II.A.5 Supply projected capital requirements and sources of Company, Parent and System (consolidated)
For each of firtrrre thrce veam-

405 405 Moul

53.53.II.A.6 Provide a schedule of debt and preferred stock of Company, Parent and System (Consolidated) as of
test vear-end and latest date, detailing for each issue (if applicable):
a. Dateofissue
b. Date of maturitv
c. Amount issued
d. Amount outstanding
e, Amount retired
f. Amountreacouired
g, Gain on reacquisition
h. Couponrate
i. Discountorpremium atissuance
i, Issuanceexpenses
lc Net oroceeds
l. Sinking Fundrequirements
m. Effective interest rate
n. Dividendrate
o. Effective cost rate
n- Total avemse weiphte.d effectivc cnst Rafe

406 40,6 Moul
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Referenced by Commission Regulations

Commission
Regulation
Number CommissionRegulation

Fully Projected
HistoricTestYear FutureTestYear

T\ryelve Months Ended T\ryelve Montis Ended
Novemberqo. zoto Decembertt. zozt

Exhibit Scherlule Fr(hibit Schedule Witness

Sg.53.II.A7 Supply financial data ofCompanv and/or Parent for last five years:

a. Barnings-price ratio (average)
b. Earning.s-book value ratio (per share basis) (avg. book value)
c. Dividend yield (average)
d. Earnings per share (dollars)
e. Dividends per share (dollars)
f. Average book value per share vearly
g. Average yearly market price per share (monthly high-low basis)
h. Pre.tax funded debt interest coverage
i. Post-tax funded debt interest coverage
i Market nrice-tmk wlne mtio

407 407 Moul

53.53.II-A.8 State amount of debt interest utilized for income tax calculations, and details of debt interest
comoutations. under each of the followins rate cases vases:
a. Actual test year
b. Annualized test year-end
n Dmmcd to+ vaqr-ani

7 to7 Harding

53.53.II.4.9 Itate amount of debt interest utilized for income tax calculations which has been allocated fmm the
lebt interest of an affiliate, and details of the allocation, under each of the following rate cases vases:

L Actual test vear
r. Annualized test year-end
:- Pmmsed test vsr-end

7 ro7 Harding

S3.53.II-A-lo Under Section r55z ofthe Internal Rwenue Code and Regulations r.r552-1 thereunder, if applicable,
Parent Company, in filing a consolidated income tax return for the group, must choose one offour
options by which it must allocate total income tax liability of the group to the participating members
to determine each member's tax liability to the federal govemment. (If this interrogatory is not
applicable, so state.)

a. State what option has been chosen by the group.
b. Provide, in summary form, the amount of tax liability that has been allocaterl to each of the
participating members in the consolidated income tax return
c. Pmvide a schedule, in surnmary form, of contributions, which were determined on the basis of
separate tax rctum calorlations, made by each of the participating members to the tax liability
indicated in the consolidated group tax r€turn, Provide total amounts of actual payments to the tax
deDositow for the tax vear. as comDuted on the basis of separate returns of members,
d, Provide annual income tax return for group, and if income tax retum shows net operating loss,
provide details of amount of net operating loss allocated to the income tax returns of each of the

7 ro7 Harding
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Referenced by Commission Regulations

Commission
Regulation
Number C-ommissionRegulation

Fully Projected
HistoricTestYear FutureTestYear

TWelve Months Ended TWelve Months Ended
Novemberto. zoro Decemberqt. zozr

Fr(hibit Schedule Exhibit Schedule Witness

53.53.II..4-11 Provide AFUDC charged by company at test year-end and latest date, and explain method by which
qip lmc nelnrr'lcfa.l

408 408 Shultz

53.53.II3.12 Set forth provisions ofCompany's and Parent's charter and indentures (ifapplicable) which describe
:overage requirements, limits on proportions of types of capital outstanding, and restrictions on
lirridand nownrrrc

4o9 409 Moul

59.53.U-A.tg \ttach copies ofthe summariqs ofthe projected 2 year's Company's budgets (revenue, expense and
'qnirql'l

13 2 113 2 Miller

53.53.II.A.r{ )escribe long-term debt reacquisition's bv Companv and Parent as follows:
r. Reacquisition's b'y issue by vear.
r. Total gain on reacquisition's bv issue bv vear.
' Aannrrniino nf oain far innnma tov ond hmlr nrrmcac

4ro 4ro Moul

53.53.II-4.$ let forth amount of compensating bank balances required under each of the following rate base
)ases:
t, Annualized test year operations.
r Oncrcfinns rrnder nronnsad mies

4rr 4r1 Moul

53.53.II.A-r6 Provide the following information concerning compensating bank balance requirements for actual
test vear:
a. Name ofeach bank
b. Address of each bank
c. TVoes of accounts with each bank (checking, savings, escrow, other sewices, etc.).
d. Average Dailv Balance in each account.
e. Amount and percentage requirements for compensating bank balance at each bank.
f. Average dailv compensating bank balance at each bank
g. Documents from each bank explaining compensatingbankbalance requirements.
h Tntaro<t eqmp; nn eenh hma nf arnnrrni

4rL 4rr Moul

53.53.II.,{.17 Provide the lbllowing information concerninq bank notes Dayable for actual test year:
a. Line of Credit at each banlc
b. Average daily balances of notes payable to each bank, by name of bank.
c. interest rate charged on each bank note (Prime rate, formula rate or other).
d. Purpose of each bank note (e.s., construction, fuel storage, working capital. debt retirement).
e. Prosoective future need for this tvDe of financine

4r2 4L2 Moul

S3.S3.II.A.rg Set forth amount oftotal cash (all cash accounts) on hand from balance sheets for last z4-calendar
mnnfhs nrceedino test vprr-end

101 Miller

53.53.II-A-19 Submit details on C-ompany or Parent common stock offerings (past 5 years to present) as follows:

a, Date of ProsDectus
b. Date of offering
c. Record date
d. Offering period-dates and number of davs
^ ^6^ir6+ ^-l -,,-L^- ^f ^L--^ ^a^4^J--

4r3 4r3 Moul
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f. Offering ratio (ifrights offering)
g. Per cent subscribed
h. Offering price
i. Gross proceeds per share

i. Expenses per share

i. Net proceeds per share (i-j)
l. Market price per share

r. At record date
z. At offering date

3. One month after close ofoffering
m. Average market price during offering

r. Price pershare
2. Rights per share-average value of rights

n. I^atest reported earnings per share at time of offering
o Ietat Fmrled dividpnds ef timc of offcrino

413 413 Moul

53.53.II-q,.2o Provide latest available balance sheet and income statement for Company, Parent and S5rstem
(nnnmlidatal)

4r4 4r4 Miller

<a-Ee-II-A-2r D. "iia rl.icinol J-n+ Tmnrlorl A#cinol rr^+ .-,1 Eoir l/olrra rc+a |.a.a ^l-i-. A roR Shultz
53.59.II.A.22 a. Provide Operating Income claims under:

(i) Present rates
(ii) Pro forma prtsent rates (annualized & normalized)
(iii) Pmposed rates (annualized & normalized)
b. Provide Rate of Return on Original Cost and Fair Value daims unden
(i) PFesent rates
(ii) Pro forma present rates
fiii'l Pmnnccri mtcc

2 2 LO2 2 Miller

53.53.II.A.23 List details and sources of "Other Property and Investments," 'Temporary Cash Investments and
Workins Fund^s on test vmr-end balance sheet-

I 4 101 Miller

<a-Ee,II-A-24 {ttach chtrt ehlainins C-mnanv's comomte rclationshin to its affiliatc,c (Svstcm Sinr.hrm) 15 3 1L6 Huwar
53.53.II-d25 lfthe utility plans to make a formal claim for a specific allowable rate ofreturn. Provide the following

lata in statement form:
r. Claimed capitalization and capitalization ratios with supporting data.
r. Claimed cost oflong-term debt with supporting data.
:. Claimed cost of short-term debt with supporting data.
l. Claimed cost of total debt with supporting data.
:. Claimed cost ofpreferred stockwith supporting data
i d^:'.^l ^^* ^J ^^,,:r,,^;+L -,,^-^*:-- l^+^

400 400 Moul

sts.53.II-A.26 Provide the following income tax data:
a. Consolidated income tax adiustments, if applicable.
h lntcmst fnr tlv nrrmn+s fheqis)

7 LO7 Harding

sa.qa.II.C rq.Eq.II. RATE RETIJRN
C. GAS UTII..ITIESI

Ee Ee,TI-C-1 tcst vear monihlv helnnecs fnr ttf\rneni Grs Stnmden and nntpc finlnoino crrah c+ngnp 101 Miller
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53.53.Iu-{ sg.sa.III. BAII\NCE SHEET AND OPERATING STATEMENT
AALLUTILITIES|

53.S3.IIIAl Provide a comparative balance sbeet for the test year and the preceding year which corresponds with
lha fcst waar,latp

1 t 1()1 Miller

53.53.III.A2 Jet forth the major items of Other Physical Property, Investments in Affiliated Companies and Other 1 6 LO1 Miller

53.53.III-A3 Jupplythe amounts and purpose ofSpecial Cash Accounts ofall types, such as:
l. lnterest and Dividend Special Deposits.
r. Working Funds other than general operating cash accounts,
. f}rha. c--.iol aqclr oaanrrn+c anrl omntn+o /tTamn^'-n' 

^6.h 
ih'ad'-6h+.\

I 7 101 Miller

53.53.uI-A4 )escribe the nature and/or origin and amounts of notes receivable, accounts receivable from
ssociated companies, and any other sign fact receivables, other tian customer accounts, which
rnnanr an holonaa <had

1 8 LOl Miller

53.53.III.45 lrovide the amount of accumulated reserve for uncollectible accounts, method and rate of accnral,
rmnrrntc qnnnrpd and omnrrnfs wi*en-nff in ao.h 

^f 
+ha lqd +h

I 9 lo1 Miller

<e-Ee IIT A6 lrovide a list of oreoavments and cive an exolanation of soecial nreoavments. to lot Miller
qc-qc-IlI-A7 rin in detail anv ofher sisnificant (in emonnt) dlnpnf essets lisfsl on helanne shpei lo1 Miller
53.S3.IIu,8 E:<plain in detail, including the amount and purpose, the deferred asset accounts that currently

operate to effect or will at a later date effect the operating account supplying:
a. Origin ofthese accounts.
b. Probable changes to this account in the near future.
c. Amortization ofthese accounts currently charged to operations or to be charged in the near future.

d. Method of determining yearlv amortization for the following accounts:
Temporarv Facilities
Miscellaneous Deferred Debits
Research and Develooment
Propefty losses
Anv nihar dcfcmei qnnnrrnfs fhaf pffad nmmlinc mcrrl}c

I 12 tol Miller

53.53.III.A9 gxplain the nature of accounts payable to associated companies, and note amounts of significant 13 101 Miller

ae <a ITI A tot Miller
Ra-Ra-IIT-A1 1 Suoolv basis for Iniurv and Damases reserve and amortization thereof. I 1R lot Miller
53.53.III.tu2 Provide details of any significant reseruas, other than depreciation, bad debt, injury and damages,

annearins on halenae sh+f
16 1()1 Miller

53.53.UI-qr3 Provide an analysis of Unappropriated retained earnings for the test year and three preceding

"otan,t4? va4m
17 101 Miller

53.53.uI414 Provide schedules and data in zupport of the following working capital items:
a. Prepayments - List and identifo all items
b. Federal Excise Tax accrued and prepaid
c. Federal Income Tax accrued or prepaid
d. Pa. State Income Tax accrued or prepaid
e- Pa- Gmss Rmeints Tav aeenred or nmnaid

8 108 Shultz
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f. Pa. Capital StockTax accrued or prepaid
g. Pa. Public Utility RealtyTax accn:ed or prepaid
h. State sales tax accrued or preDaid
i. Pawoll taxes accrued or prepaid
i^ Anv sdiustment related to the ahove items for mtemaki

8 108 Shultz

53.53.III-A$ Supply an exhibit supporting the claim for working capital requirement based on the lead-lag
method.
a. Pm forma oqrenses and revenues are to be used in lieu ofbook data for computing lead-lag days.

b. Respondent must either include sales for resale and related expenses in revenues and in expenses
or exclude from rwenues ancl expenses. El<plain procedures followed (exclude telephone).

8 4 ro8 4 Shultz

53.53.III-416 Provide detailed calculations showing the derivation ofthe tax liability offset against gross cash
pnrlrino aanirol ffi rriEho-rc

8 4 108 4 Shultz

53.53.III317 Prepare a Statement of Income for the various time frames ofthe rate proceeding including:
Col. l-Book recorded statement for the test year.

2-Adiustments to book record to annualize and normalize under present rates.
3-Income statement under present rates after adiustment in Col. z
4-Adiustment to Col. 3 for revenue increase requested.

s-Income statement under requested rates.
a. E)q)enses may be summarized by the following expense classifications for purposes of this
statement:

Operating E:rpenses (bv category)
Depreciation
Amortization

Taxes, Other than lncome Taxes
Total Operating E:<pense

Operating lncome Before Taxes
Federal Taxes
State Taxes
Deferred Federal
Deferred State
lncomeTax Credis
Other Credits
Other Credits and Charges, etc.

Total lncome Taxes
Net Utilitv Operating lncome
Other lncome & Deductions

Otherlncome
Detailed listing of Other Income used in Tax Calculation

Otherlncome Deduction
Detailed Listins

Tares Annlicatrlc io Ofhcr'lnoome and Dedrrofinnc

2
2

3
4

to2 3 lvlrller
Miller
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Listing
lncome Before lnterest Charqes

Listing of all gpes of lnterest Charges and all amortization of Premiums and/or Discounts and
]xDenses on Debt issues

Total lnter€st
Net lncome After lnterest Charges
(Footnote each adjustment to the above statements with explanation in sufticient clarifying

latail \

2 3,4 Miller

53.53.IIIA18 Provide comparative operating statements for the test year and the immediately preceding 12 months
;howing increases and decreases between the two periods. These statements should supply detailed
:xplanation ofthe causes ofthe major variances between the test year and preceding year by detailed
raaarrnt nlmlrar

2 D lo2 4 Miller

5i3.53,III419 List extraordinary property losses as a separate item, not included in operating o<penses or
lpnrmiqfinn ond rmn*irrfinn Srrffinicnt crrnnn*inc io+o mrr+ ho nmrriiai

13 D 113 3 Miller

53.53.III.A2o Jupply detailed calculations of amortization of rate case expense, including supporting data tbr
)utside services rendered. Provide the items comprising the rate case ereense claim (include the
lctual billings or invoices in support of each kind of rate case ergense), the items comprising the
rdrrd pnencac nf nrinr pto aacoc ond tha rrnomati.a,l holona-.

4 104 4 Miller

53.53.III.A21 Submit detailed computation of adjustments to operating expenses for salary, wage and tringe benefit
increases (union and non-union merit, progression, promotion and general) granted during the test
vear and six months subsequent to the test year. Supply data showing for the test yean
a. Actual payroll expense (regular and oveftime sepantely) by categories of operating expenses. i.e.
maintenance, operating transmission, distribution, other.
b, Date, percentage increase, and annual amount of each general payroll increase during the test year.

c. Dates and annual arnounts ofmerit increases or management salarv adiustments.
d. Total annual payroll increases in the test vear
e, Proofthat the actual payroll plus the increases equal the payroll e:<pense claimed in the supporting
data (by categories of orpenses).
f. Detailed list of employee benefits and cost thereof for union and non-union personnel. Any specific
benefits for electives and ofEcers should also be included, and cost thereof.
g. Support the annualized pension cost fizures

(i) State whether these figures include anv unfunded pension costs. E elain.
(ii) Prwide latest actuarial study nsed for determining pension accrual rates.

h. Submit a schedule showing any deferred income and consultant fee to corporate officerc or

4 5 104 D Miller

53.53.III-A22 Supply an o<hibit showing an analysis, by functional accounts, ofthe charges by affiliates (SeMce
Corporations, etc.) for services rendered induded in the operating e:<penses ofthe filing companyfor
the rz-month period ended prior to the test vear.
a, Supplv a copy of contracts, if applicable.
b, E:<plain the nature ofthe services provided.
c. Explain basis on which charges are made.
d If nhereac cllnnqtpd idpntifu qllnnafinn fontnx rrcpd

4 It ro4 9 Miller
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53.53.III-A23

e. Supplv the components and amounts comprising the expense in this account,
f. Provide details of initial source of charge and reason thereof.
Describe costs relative to leasing equipment, computer rentals, and office space, including terms and
oondifions of thp lpqm Sfaie methrvl fnr nelorlatino mnnihlw nr rnnrrel nqffipntc

4 t2 ro4 9 Miller

<a-ae-TIT-42, I aalarlatin-c /a. kad adiha+aa\ ^{}h6 ^^d Borl+ihn fia- 
--i^- 

+am ,l- ta 1ii o Miller
53.53.III.A25 Submit details of expenditures for advertising (National and Institutional and Iocal media). Provide

a schedule of advertising expense by major media categories for the test year and the prior two
comparable vears with respect to:
a. Public health and safety
b. Consewation of eneml
c. Explanation of Billing Prac,tices, Rates, etc.
d. Provision offactual and obiective data proqrams in educational institutions
e. Other arlvertising programs
f- Total advertisinE emnse

4 8 ro4 6 Miller

53.53.III-A26 Provide a list of reports, data, or statements requested by and zubmitted to the Commission during
and srhwrrenf lo fhe tFst @ar

14 I rr4 I Bardes Hasson

53.53.III-A2Z Prepare a detailed schedule for the test year showing types of social and sen'ice organization
memhexhins naid for tvthc Onmnanv and the nnst thpmf

4 14 ro4 9 Miller

Sg.53.III328 Submit a schedule showing, by major components, the expenditures associated with Outside Services
Employed, Regulatory Commission E:<penses and Miscellaneous General fuenses, for the test year
end nrinrtwn comnemhle wam

4 14 104 9 Miller

53.53.III-A29 lubmit details of information covering research and dwelopment oeenditures, including major
rmiects within the cnmnanv and fomastal onmnnnv nmlmms

4 9 ro4 Miller
Kmiovic

53.53.III.43o Provide a detailed schedule of all charitable and civic contributions by recipient and amount for the
es ve2f

4 15 104 9 Miller

Rc-Ra-III-Ael Provide a detailed analvsis of Snmial Seruice-s-Accnrrnt zoc L t4 ro4 q Miller
Ec-qc-IIIAe2 r a detailed analvsis of Mimellaneous Ceneml F,mnsAccount No Ror 4 t4 ro4 q Miller
Re-qc-III-Aee r a latnr nmductivitv se-halule 4 10 to4 8 Miller
53.53.IIU34 List and explain all non-recurting abnormal or e:<traordinary expenses incurred in the test year which

lill nnt ha nmcan+ in 6rrrro rraarc
4 16 ro4 9 Miller

S3.53.III.Ags List and explain all expenses included in the test year which do not occur yearly but are of a nature
:hat they do occur over an extended period ofyears. (e.g.,-Non-yearly maintenance programs, etc.)

'Rccmncx <hrll lp crrlrmitted qnd idcntifipd qc avhihirc !

4 16 ro4 9 Miller

53.53.III-436 Using the adjusted yeads oeenses under present rates as a base, give detail necessary for darificatior
rfall expense adjustments. Give clari{ying detail for such adjustments that occur due to changes in
rccounting procedure, such as charging a particular expense to a different account than was used
rreviously. E:<plain any extraordinary declines in expense due to such change of account use.

4 16 r04 9 Miller
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53.53.III.A37 Indicate the expemes that ane recorded in the test year, which are due to the placement in operating
sewice of major plant additions or the rernoval of major plant from operating service, and estimate
tha ananca thot *'ill l'- i-^r'--.t ^- . *'ll-"...r" ^-^..+i^-

4 r6 LO4 9 Miller

53.53.IU-Ag8 Submit a statement of past and anticipated changes, since the prwious rate case, in major accounting 4 l6 104 9 Miller

53.53.ur.A39 tdentiff the specific witness for all statements and schedules of revenues, expenses, taxes, property,
Dlrqiinn Ftn

13 3 r13 J Huwar

53.53.IU-A4o Adjustments which are estimated shall be firlly supported by basic information reasonably neaessary. r3 4 113 3 Miller

53.53.III.A4r Submit a statement explaining the derivation of the amounts used for projecting future test year lwel
of operations and submit appropriate schedules supporting the projected test year level of operations.

13 4 t13 3 Miller

53.53.IIIA42 If a company has separate operating divisions, an income statement must be shown for each division,
-1,,- ^- :-^^-^ *^+^-^-+ J^- ^^*-^--. ^^ ^ -..L^l^

2 6 LO2 5 Miller

53.53.III.A43 Ifa company's business extends into different states orjurisdictions, then statements must be shown
listing Pennsylvaniajurisdictional data, other state data and federal data separately andjointly
/Ralonao chotc on,l 

^MElind 
.^^^rrn+a\

2 6 102 5 Miller

53.53.III*4,44 Ratios, percentages, allocations and averages used in adjustments must be fully supported and
idantified aa in a^rrr.a

13 4 113 3 Miller

53.53.IIIi45 Provide an explanation of any differences between the basis or procedure used in allocations of
revenues, expenses, depreciation and taxes in the current rate case and that used in the prior rate

13 4 113 J Miller

5g.53.III.{46 Supply a copy of internal and independent audit reports of the test year and prior calendar year,
n^fino ,nw ay^anliane qnd mnnmmaniefinnc onrl rlicnnciiinn +heronf

13 4 t13 a Miller

.q3.53.III.A47 Jubmit a schedule showins rate of return on facilities allmted to serue wholmle customem- tl 111 Note^stone
Fa-Ea-III-AaB ofthe l^fFst .anit2l <imt fay mnd+ cn.l fhc lafp<t nqnitrl cin.t try cail (\ a r05 q Hardinc
53.53.III.449 lubmit details of calculations for Taxes, Other than Income where a company is assessed taxes for

ininc hrrcinocc in ah^thar dr+a 
^r ^h i+a nF^hafrr lnaololl in ah^+hdF dola

6 4 106 3 Harding

53.53.III.A5o Provide a schedule of federal and Penns1rlvania taxes, other than income taxes, calculated on the basis
rf test year per books, pro forma at present mtes, and pro forma at proposed rates, to include the
bllowing categories:
r. social securiw
r. unemplol.'rnent
:. capitalstock
1. public utilitv realtv
). PUC assessment

- otherpropertv
v rnwniharannmnriqrano+ponripc

6 2 106 2 Harding

53.53.III.A51 iubmit a schedule showing for the last five years the income tax refunds, plus interest (net of taxes),
.-^ai"a,l f- 

- 
+l.- f-l^-! -^,,^--*^-+ 1,,^ +^ -;^-,, ^--! ^l^i--

7 ro7 Harding



E><hibit No. 13

Schedule No.3
Page r5 ofzz

Witness: M. Huwar

Columbia Gas ofPennsylvania, Inc.
R-2o2o-3o1883s

Referenced bv Commission Rezulations

Commission
Regulation
Number CommissionRegulation

Fully Projected
HistoricTestYear FutueTestYear

Ttvelve Months Ended T\ryelve Months Ended
Novemberqo. zoto Decemberqr. zozr

Fr(hibit Schedule Eixhibit Schedule Witness

53.53.III-452 Provide detailed computations showing the deferred income taxqs derived by using accelerated tax
lepreciation applicable to post-r969 utility property increases productive capacity, and ADR rates on
ar nafrr lSonou+o hahraan daia and farlarol olcn ota rrcai\

ro7 Harding

r. State whether tax depreciation is based on all rate base items daimed as of the end of the test year,
rnd whether it is the annual tax depreciation at the end oftle test year.
r. Rmoncile any difference between the deferred tax balance, as shown as a reduction to measures of
nhre t mte hcsol cn,l tha ,iafem'l tow hclonna oc chnffi nn +ha holonao chao+

a ro7 Harding

53.53.III.A53 Submit a schedule showing a breakdown of the deferred income taxes by state and federal per books,
.- f^-- ^JJ-- -+^- --l ,.-l^- ---^-^i .^l^-

ro7 Harding

53.53.III-454 JUDmrt a scneoule snowrng a DneaKoown oI accumuateo lnvesrnent tax (credrts 3 percent, 4 percent
z percent, 10 pencent and u percent), together with details of methods used to write-off the
rnamn*ized hqlqnnec

ro7 Harding

53.53.III.A55 Jubmit a schedule showing the adjustrnents for taxable net income per books (including below-the-
ine items) and pro-forma under e"xisting rates, togetler with an orplanation of any difference
retween the adjustments. Indicate charitable donations and contributions in the tax calculation for
qfa mqlrino nrrmncpc

7 ro7 Harding

53.53.III.A56 lubmit detailed calculations supporting taxable income before state and federal income taxes where
:he income tax is subject to allocation due to operations in another state, or due to operation of other
'qvqlrlp rfilitvnr nnn-rrl-ilitulrrrcinccc nrhvnmmtino diwicinnc ^.'*."

7 ro7 Hardng

53.53.III"A'SZ Submit detailed calculations showing the derivation of deferred income taxes for amortization of
repair allowance ifsuch policy is followed.
lNote: Submit additional schedules ifthe comoanv has more than one accountins area.l

7 ro7 Harding

53.53.III.A58 Furnish a breakdown of major items comprising prepaid and deferred income tax charges and other
rlcfamd incnmp tav nrpdits rnd rpccrucc liw aonnrrnfinc Amqc

7 ro7 Harding

53.53.IIIAS9 Provide details of the Federal Surtax Credit allocated to the Pennsylvania jurisdictional area, if
qnnlioahlp

ro7 Harding

g.53.III.A6o Erplain the reason for the use of cost of removal of any retired plant figures in the income tax a ro7 Harding

53.5i3.III-461 Submit the corresponding data applicable to Pennsylvania Corporate Income Tax deferment.
a. Show the amounts of straight line tax depreciation and accelerated tax depreciation, the difference
between which gave rise to the normalizing tax charged back to the test year operating statement,

b, Show normalization forboth Federal and State Income Taxes.
c- Showtax mtes rred to calorlate tax defement amorrni

ro7 Harding
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53.53.III-A62 Provide the accelerated tax depreciation and the book depreciation used to calculate test year
deferrals in amounts segregated as follows:
For:
a. Property installed prior to r97o.
b. Property installed subsequent to 1969 (indicate increasing capacity additions and no increasing
nana.itu q.l.liti^nc'l

a ro7 Harding

S3.S3.III.A63 State whether all tax savings due to accelerated depreciation on property installed prior to 1970 have
rcpn nqcscd lhmrroh fn inonma flf nnt pmlqinl

a LO7 Harding

sts.53.III464 Jhow any income tax loss/gain carryovers from prwious years that may effect test year income taxes
rr future year income taxes. Show loss/gain carryovers by years of origin and amounts remaining by
Fgrc ct fhc pnd nfihp tecf wpqr

7 ro7 Harding

53.53.IU-465 itate whether the company eliminates any tax savings by the payment of actual interest on
:onstruction work in orosress not in rate base claim.
lf response is affirmative:
l. Set forth amount ofconstruction claimed in this tax savings reduction. Explain the basis for this
tmount.
l. E:<plain the manner in which the debt portion ofthis construction is determined for purposes of
.he deferral calculations.
:. State the interest rate used to calculate interest on tlis constnrction debt portion, and the manner
n which it is derived-
L Provide details ofcalculation to determine tax saving reduction. State whether state taxes are
ncrcssed tn reflc.f fhc .nnstnr.tidn intcrp<t eliminrtinn

7 LO7 Harding

53.53.III-4,66 Provide a detailed analysis of Taxes Accrued per boola as of the test year date. Also supply the basis
forthe accnral end lhe amnrrnt oftave< annnrpd monthlw

ro7 Harding

58.S3.III*A.67 For the test vear as recorded on test year operating statement:
a. Supplv the amount of federal income taxes actually paid.
b. Supplythe amount ofthe federal income tax normalizing charge to tax expense due to excess of
accelerated tax depreciation over book depreciation.
c. Supply the normalizing tax charge to federal income taxes for the ro% Job Development Credit
during test year.
d. Provide the amount ofthe credit offederal income taxes due to the amortization or normalizing
yearlv debit to the resewe for the ro% Job Dwelopment Credit.
e. Provide the amount of the credit to federal income taxes for the normalizing of any 3% Investment
T^- n-l:+ D^^^-,^ +L^+ 

-^., --^:- ^- .L^,,dt:!. L^^1.^

7 LO7 Harding

53.53.IIIA68 Provide the debit and credit in the test year to the Deferred Taxes due to Accelerated Depreciation for
federal income tax, and provide the debit and credit for the Job Dwelopment Credits (whatwer
qPPnrrnt! {^P fad rrarr

7 LO7 Harding
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Referenced by Commission Regulations

Commission
Regulation
Number CommissionRegulation

Fully Projected
HistoricTestYear FutureTestYear
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Novemberlo. eoto Decemberqt. zozr

Frdibit Schedule Esbihrt Schedule Witness

53.53.III.A69 Reconcile all data given in answers to questions on income taxes charged on the test year operating
statement with regard to income taxes paid, income taxes charged because of normalization and
credits due to yearly write-offs of past years' income tax deferrals, and from normalization of

7 ro7 Harding

53.53.III.A7o ffith respect to determination ofincome taxes, federal and state:
t. Show income tax results ofthe annualizing and normalizing adjustments to the test year record
>efore anv rate increase.
r. Show income taxes for the annualized and normalized test year.
:. Show income tax effect ofthe rate increase recuested.
l. Show income taxes for the normalized and annualized test year after application ofthe full rate
ncrease.
'It is imperative that continuity exists between the income tax calculations as recorded for the test
rear and tlre final income tax calculation under proposed rates. If tlte company has morr than one
tccounting area, then additional separate worksheets must be provided in a<ldition to those for total

ro7 Harding

53.53.III.471 .n adjusting the test year to an annualized year under present rates, elglain any changes that may be
lue to book or tax depreciation change and to debits and credits to income tax expense due to
rccelerated depreciation, deferred taxes, job dwelopment credits, tax refunds or other items. Cfhe
ibove refers only the adjustments going from recorded test year to annualized test year).

7 ro7 Harding

6q.F".III.E i".5q.III.BAU\NCE SHEET AND OPI.RATING STATEIVIENT
E. GAS UTILITIESi

53.53.III.E.r If Unrecovered Fuel Cost policy is implemented, provide the following:
a, State manner in which amount of Unrecovered Fuel Cost on balance sheet at t}te end of the test
year was determined, and the month in test year in which such fuel expense was actually incurred.
Provide amount of adjustment made on the rate case operating account for test year-end unrecovered
fuel cost. (If differcnt than balance sheet amount, explain.)
b. Provide amount of Unrecovered Fuel Cost that appeared on the balance sheet at the opening date
of the test year, and the manner in which it was determined. State whether this amount is in the test
vFer anFDtinq eoannnt

I r8 lor Miller

53.53.III.E.2 Provide details ofitems and amounts comprising the accounting entries for Deferred Fuel Cost at the
hcoinnino cnd end nfthe tpsf wpqr

I 18 to1 Miller

53.53.III.E.3 Submit a schedule showing a reconciliation oftest year MCP sales and line losses. List all amounts of
ras nrrmhqscd manrrfqr+rrrcd and tmnmr+pd

lo 11() Bell

53.53,III.E.4 Provide detailed calculations substantiating the adjustment to revenues for annualization of changes
in number of customerc and annualization of changes in volume sold for all customers for the test
year.

a. Break down changes in number of customers bv rate schedules.
b. If an annualization adjustment for changes in customers and changes in volume sold is not
srhmiitcd nlcesc cnlain

3 103 Bell

Ea-Ra-III-E-( ! ch^rihd rha a^$*-" ^f -o" .rr^^l.r acoaaio+a,i .^'i+h annr'-li--l ltnF -al^- Rall
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Frdibit Schedule Exhibit Schedule witness

Fq.qq.III.E.6 I 104 Bell
Ea-<a-ITT F.7 Provide details of resoondent's attemDts to recover uncollectible and delinauent accounts. 16 r15 Bell

53.53.III.E.8 Describe how the net billing and gross billing is determined. For orample, ifthe net billing is based
rn the rate blocks plus FCA and STA, and the gross billing is determined by a percentage increase (r,
], 5 percent), then state whether the percentage increase is being applied to all three items of revenue
mtp h'lmkc ntrc FCA ani STA

3 103 Bell

53.53.III.E.9 )escribe the procedures involved in determining whether forfeited discounts or penalties are applied
o crrstomem hillino

3 103 Bell

53.Sg.UI.E.1o lrovide annualization of revenues as a result of rate changes occurring during the test year, at the
evel ofooerations as ofend ofthe test vear.

3 103 Bell

53.53.III.E.u lrovide a detailed billing analysis supporting present and proposed rates by customer classification
rnd /ar rodff rcro oaha,]r'la

3 103 Bell

s3.53.UI.E.P lrovide a schedule showing residential and commercial heating sales by unit (MCF) per month and
lamo iorrc fnr rha fad va'r .h^ fhaa nroaoiina rral.,- -^-+h -.;^,1.

lo I llo 1 Bikienga

53.53.III.E.13 lrovide a schedule of present and proposed tariff rates showing dollar change and percent of change
ry block Also, provide an explanation of any change in block structure and the reasons therefore.

3 103 Bell

53.53.III.E.4 Provide the following statements and schedules. The schedules and statements for the test year
portion should be reconciled with the summarv operatinq statemenr,
a. An operating revenues zummary for the test year and the year preceding the test year showing the
following (Gas MCF):
(i) For each maior classification of customers

(a) MCF sales

O) Dollar Revenues
(c) Forfeited Discounts (fotal if not available by classification)
(d) Other and Miscellaneous revenues that are to be taken into the utility operating account

along with their related costs and ereenses.
(ii) A detailed orplanation of all annualizing and normalizing adjustments showing method utilized
and amounts and rates used in calculation to arrive at adiustment.
(iii) Segregate, from recorded revenues from the test year, the amount of revenues that are
contained therein. bv aoomoriate revenue cateqories. from:

(a) Fuel Adjustment Surcharge
(b) State Tax Surcharge
(c) Any other surcharge being used to collect revenues.
(d) Provide explanations ifany ofthe surcharges are not applicable to respondent's operations.

[The schedule should also show number of customers and unit of sales (Mc|, and should provide
ian a+ }rocinniaa an,l anr| afraa 

"aar'l

3 103 Bell
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E)(hibit Schedule E)dibit Schedule Witness

b. Provide details of sales for resale, based on periods five years before and projections for five years
after the test year, and for the test year. List customers, Mcf sold, revenues received, source of Mcf
sold (storage gas, pipeline gas, manufactured eas, nafural or synthetic), contracted or spot sales,

3 103 Bell

53.53.III.E.$ State manner in which revenues are being presented for ratemaking pu4)oses:
a. Accrued Revenues
b. Billed Revenues
c. Cash Revenues
Pmvide details of the method followsl,

3 103 Bell

53.53.III.E.16 If revenue accruing entries are made on the books at end of each fiscal period, give entries made
accordingly at the end of the test year and at the beginning of the year. State whether they are
reversed for ratemakine oumoses.

2 7 102 6 Miller

53.58.lII.E.17 State whether any adjustments have been made to expenses in order to present such oqrenses on a
basis comparable to the manner in which revenues are presented in this proceeding (i.e.- accrued,
billed or cash).

4 1 104 1 Mrller

Miller/ Krajovic

53.53.IIL8.18 If the utility has a Fuel Adiustment Clause:
a. State the base fuel cost per MCF chargeable against basic customers' rates during the test year. If
there was any change in this basic fuel charge during the test year, give details and o<planation
thereof.
b, State the amount in which the fuel adjustment clause cost per MCF exceeds the fuel cost per MCF
charged in base rates at the end ofthe test ye€r.
c. If fuel cost defement is used at the end of the test year, give
(i) The amount of deferred fuel cost contained in the operating statement that was defened from the
p-month oDeratinc oeriod immediatelv orecedins the test vear.
(ii) The amount of deferred fuel cost that was removed from the test period and deferred to the period
immediatelv following the test year.

d. State the amount of Fuel Adjustment Clause rwenues credited to the test year operating account.

e. State the amount of fuel cost charged to the operating e)q)ense account in the test year which is the
basis of Fuel Adjustment Clause billings to customers in that year. Provide summary details of this
charge
f. From the recorded test year operating account, remove the Fuel Adjustment Clause Rwenues. AIso
remove from the test year recorded operating account the e:rcess offuel cost over base rate fuel
charges, which is the basis for the Fuel Adjustment charges. E:rplain any differences between FAC
Revenues and excess fuel costs. flhe above is intended to limit the operating account to existing

L^-^ 
-l^ ^^-,,^^ ^-l

t2 2 112 2 Bell

53.53.III.E.19 Provide growth patterns of usage and customer numbers per mte class, using historical and projected
lqfa

10 2 11() 2 Bikienga

53.53.IIL8.2o Provide, for test year only, a schedule by tariff rates and by service classifications showing proposed
-^*^-^ ^-l -^-^-+ ^f i-^*^-^

3 to3 Bell



E)dibit No. 13

Schedule No. g

Page zo ofzz
Witness: M. Huwar

Columbia Gas ofPennsylvania, Inc.
R-2o2o-3o1883S

Referenced by Commission Regulations

Commission
Regulation
Number C.ommissionRegulation

Pully Projected
HistoricTestYear FutureTestYear

TWelve Months Ended TWelve Months Ended
November3o. zorg Decemberqt. zozr

Exhibit Schedule E)(llibit Schedule witness

53.53.III.E.2r If a gas company is affiliated with another utility segment, such as a water or electric segment,
explain the effects, if any, upon allocation factors used in the gas rate filing of current or recent rate
inarcqcpc qllnwod rn +he n+hor rr+ilihr cooman+ Inr <amontc\ nf rha nnmnomr

2 8 LO2 7 Miller

53.53.III.E.22 Provide supporting data detailing curtailment adjustments, procedures and policies. lo 3 110 3 Bell

53.53.IILE.23 Submit a schedule showing fuel cost in excess of base compared to fuel cost recovery for the period
turn mnnrhc nrinr ta tac+ rraor oni +ho +ad r'6aF

t2 3 Lt2 2 Bell

53.53.III.E.24 Supply a detailed analysis of Purchased Gas for the test year and the twelve month period prior to the 12 4 tt2 2 Bell

53.53.III.E.25 Submit calculations supporting enerry cost per MCF and operating ratio used to determine increase
i- ^^+- ^+L^-+L^- -*J,.*:^- +^ ^^-, ^ll:.:^-^l l^^l

t2 4 Lt2 2 Bell

53.53.III.E.26 Submit detailed calculations for bulk gas transmission service costs under supply and/or
inter.nnnFdi^n qoFmmanie

t2 4 tt2 2 Bell

53.58.III.E.27 Submit a schedule for gas producing units retired or scheduled for retirement subsequent to the test
year showing station, units, MCF capacity, hours of operation during test year, net output produced
tn.l .ehts/M(lF nf mrintpnennc qnd firal anancac

13 6 r13 4 Bell

53.53.III.E.28 Provide a statement explaining the details offirm gas purchase (long-term) contracts with affiliated
and nonaffiliated utilities, including determination of costs, terms of contract, and other pertinent

rr7 Bell

53.g.III.E.z9 Provide intrastate operations percentages by expense categories for two years prior to the test year. 4 17 LO4 9 Miller

53.53.III.E.3o Provide a schedule showing suppliers, MCF purchased, cost (small purchases from independent
suppliers may be grouped); emergency purchases, listing same information; curtailments during the
year; gas put into and taken out of storage; line loss, and any other gas input or output not in the
ordinaru nnrrrcc nf hrrcinpcc

t2 4 tt2 2 Bell

53.53.IU.8.31 Provide a schedule showing the determination ofthe fuel costs included in the base cost offuel. t2 D tt2 2 Be]l

58.53.III.E.32 Provide a schedule showing tlte calculation of any deferred fuel costs shown in Account 124. Also,
rmlain the ac.corrntins- with snnnortinq deieil for anv assooiefed innome favcs

I 19 101 Miller

53.53.III.8.33 Submit a schedule showing maintenance expenses, grcss plant and the relation of maintenance
expenses thereto as follows.
(i) Gas Production Maintenance E:rpenses per MCF production, per gt,ooo MCF production, and per
$r,ooo ofGross Production Plant;
(ii) Tlansrnission Maintenance E:rpenses per MMCF mile and per gr,ooo of Gross Transmission
Plant;
(iii) Distribution Maintenance E:rpenses per customer and per $r,ooo of Gross Distribution Plant;
(iv) Storage Maintenance E><penses per MMCF of Storage Capacity and per gr,ooo of Gross Storage
Plant. This schedule shall include three years prior to the test year, the test year and one year's
nmieotion hrunnd thp tcst veqr

4 18 104 9 Miller

53.53.III.E.34 Prepare a 3-column schedule of e.xpenses, as described below for the following periods (supply sub-
accounts, if signilicant, to clarifo basic accounts):
a. Column r - Test Year
b, Column z and ? - The two Drevious vearc

3
19

ro4 3 Miller
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lrovide the annual recorded expense by accounts, (Identify all accounts wed but not specifically
i+ed hplnw l

53.53.III.8.35 lubmit a schedule showing the Gross Receipts Tax Base used in computing Pennsylvania Gross
Rmo;nf c Tov A.lirrcfmant

6 ro6 I Harding

53.53.III.E.36 State the amount of gas, in MCF, obtained through various suppliers in past years. t2 4 Lt2 2 Bell

53.s3.III.E.37 In determining pro forma expense, exclude cost ofgas adjustments applicable to fuel adjustment
clause and exclude fuel adjustment clause revenues, so that the operating statement is on the basis of
hoca uiac nnhr

3 103 Bell

s3..53.III.B.38 Identifu cnmnanv's noliry with resnec-t to rcDlacins clsfomem lost thmush attrition lo 4 lro 4 Bardes Hasson

53.53.III.8.39 Identi! procedures developed to govern relationship between the respondent and potential
:ustomers - i.e., basically exparsion, alterrate energ/ requirements, availability of supply, availabilif
"f ,li+.ih"+ian foailiriao amarchin af matoli no o nd mlotai faaili+iao

lo 4 lro 4 Bardes Hasson

6a,.5q.rv.B
B. GASI UTILITIE.S

53.53.IV.B.1 Provide a Cost of Seruice Study showing the rate of return under the present and proposed tariffs for
all customer classifications. The study should include a summary of the allocated measures of value,
operating revenues, operating expenses and net return for each ofthe customer classifications at
a.icinal aac anrl ri tha E-roar iEhid aricinol an+

11 111 r-3 Notestone

53.53.IV.8.2 Provide a statement of testimony describing tie complete methodolos/ of the cost of service study. ll 111 Notestone

qc-41.IV.B.q Prcvide a comDlete descriDtion and back-uD calculations for all allocation factoris. t1 lll 4 Notestone

53.53.IV.B.4 Provide an exhibit for each customer classification showing the following data for the test year and
the four prwious yearc:
a. Ttre maximum coincident peak dav demand.
b. The maximum coincident 3-day peak day demand.
c. The average monthly mnsumption in Mcf during the Primary Heating Season (November-March).

d. The average monthly consumption in Md during the Non-heating season (April-October).
e. The averaee dailv consumotion in Mcf for each p-month Deriod

ro 5 1ro c Bell

53.53.w.8.5 Submit a Bill Frequency Analysis for each rate. The analysis should include the rate schedule and
block intewal, the number ofbills at each interval, the cumulative number ofbills at each intewal,
the Mcf or therms at each interval, the cumulative Mcf or therms at each interlal, the accumulation ol
Md or therms passing thmugh each interval, and the revenue at each interval for both the present
rate and the proposed rates. The analysis should show only those revenues collected from the basic

l1 tll Bell

4".6".fV.B.6 v mDies ofall Dresent and DroDosed Gas Tariffs. L4 2 tt4 1 Barde Hasmn
4C.q1.IV.B.7 v a craoh of nresent and orooosed base rates on hvnerbolic cmss section DaDer. 1l tlt
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Exhibit Schedule brhibit Schedule witness

9.53.IV.8.8 Supply a map showing the Gas System Facilities and Gas Service Areas. The map should include
transmission lines, distribution lines, other companies'lines interconnecting with the interconnectinl
points clearly designated, major compressor stations, gas storage and gas storage lines. The normal
direction of gas flow within the transmission system should be indicated by arrows. Separate sewice
amac r.rirhin rho cda6 dh^rrt, l.a ^laa-1" ,l-cim-+-,l

15 2 u5 Bardes Hasson

qq.qc.fV.B.o SuDDlv a cost analwis srrnmriins minimrrm charues for all rate schedrrles Note,+one
tre Ee-IV-B ro errnnl" o aao+ an-|.'-i- o"^-^*i-- l^-.^^l -h^--^. {^- ^ll +^;9. '-k:^h ^^-+^i- l^-^^l -h" ltI Notestone
qc-Rc.-IV-B-11 Supplv the net fuel clause adiustment bv month for the test vear. 12 6 tt2 2 Bell
53.53.IV.B.12 Supply a tabulation of base rate bills for each rate schedule comparing the existing rates to proposed

rates. The tabulation shoultl show the dollar difrerence and the per cent increase or decrease.

tl 111 6 Bell

53.53.rv.l'.13 Submit the projected demands for all customer classes for both purchased and produced gas for the
rL*^,, ^- f^lr^.^;--.L^ +^r., ^-Cl:--

1() 6 110 6 Bikienga

53.53.IV.B.q Supply an exhibit showing the gas deliveries to each customer class for the most recent 24 montb
period. The exhibit should identi$r the source of the gas, such as "purchased" (pipeline),
"production" (include purchases from local producers), "storage withdrawal", "propane/air", and
I'rrnonnnrrnlpd fnr"

to 110 7 Bell

5q.62 54.62 RECOVERYOF FT]EL COSTS BYGASI UTILITIES|
In addition to information otherwise required to be filed by a jurisdictional natural gas distributor
with gross intrastate annual operating revenues in excess of $4o million seeking a change in its base
rates, each gas utility must also file updates to the information required by &SS.6+(c ) (relating to
filing requirements for natural gas distnbutors with gross intrastate annual operating revenues in
excessof$4omillion). Inthecaseofautilitypurchasinggasasdefinedat&53..61(a)(relatingto
purpose) from an affiliated interest, it shall also file updates to the information required at &53.65
(relating to special provisions relating to natural gas distributors with gross interstate annual
operating Fevenues in excess of $4o million with affiliated interests), These updates shall be made at
the time the base rate case under 66 Pa.C.S. 1308 (relating to voluntary changes in rates) is originally
filed. Deficiencies in filing will be treated as set fofth at &53.51 (c) (relating to general).

Weather Nomalizrtion Adirrsiment to I 11() 8 Bikiensa
i/olumetric Portion of Ioad Growth Adiustment 10 o 110 a Bikiensa
Estimated Number of Bills and Normalized Sales Volumes to o 11() a Bikiensa
future Test Year Sales Forecast 10 o 110 10 Bikienea
A.dillstment to Pllrchase Gas F,nense t2 ,, 112 ? Bell
Recovew of Frre-l Costs hv Gas t ltilities (laoz-F) 12 8 lt2 4 Bell
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COLUMBIA GAS OF PENNSYLVANIA. INC
sg.sg III. BAI,ANCE SHEET AND OPERATING STATEMENT

A. ALL UTILITIES

4o. Adjustments which are estimated shall be fully supportedbybasic
information reasonably necessary.

Response: All adjustments made were based on annualizing and
normalizing the rz months ended November go, 2or9. The
derivation and support behind the adjustments are shown on
the following exhibits:

Exhibit No. z Income Statement
Exhibit No. g Revenues
Exhibit No. 4 Expenses
Exhibit No.S Depreciation
Exhibit No. 6 Taxes Other Than Income Taxes
Exhibit No. 7 Income Taxes
Exhibit No. 8 Measures of Value

4r. Submit a statement explaining the derivation of the amounts used for
projecting future test year level of operations and submit appropriate
schedules supporting the projected test year level ofoperations.

Response: Exhibits explaining the derivation of the amounts used for
projecting a future testyear (rz months ending November 3o,
zozo) and a fully projected future testyear (rz months ended
December 3r, zozr) are:

Exhibit No. roz Income Statement
Exhibit No. ro3 Revenues
Exhibit No. ro4 Expenses
Exhibit No. ro5 Depreciation
Exhibit No. ro6 Taxes Other Than Income Taxes
Exhibit No. ro7 Income Taxes
Exhibit No. ro8 Measures of Value
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COLUMBIA GAS OF PENNSYLVANIA. INC
sg.sg III. BAI,ANCE SHEET AND OPERATING STATEMENT

A. ALL UTILITIES

Ratios, percentages, allocations and averages used in adjustments must be
fully supported and identified as to source.

Response: When allocation factors are used, they are identified on the
appropriate exhibit.

Provide an explanation of any differences between the basis or procedure
used in allocations of revenues, expenses, depreciation and taxes in the
current rate case and that used in the prior rate case.

Response: There are no differences.

Supply a copy of internal and independent audit reports of the test year
and prior calendar year, noting any exceptions and recommendations and
disposition thereof.

Response: Please see Exhibit 13, Schedule 4 Attachment A for copies of
internal audits. There were no independent audit reports
performed specifically for Columbia Gas of Pennsylvania
during the test year and prior calendar year.

45.

+6.
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Columbia Gas of Pennsylvania

Internal Audit Report Listing
For the 2 Year Period Ending November 30, 2019

I t2/I9/17 2017 Regulatory Order lmplementation Review

2 07/09/t8 Point of Delivery Follow-up
3 Oll1.&lLB Change Management Process Audit
4 O7/251I8 CriticalValve Finding Follow Up Audit
5 0t/29h8 NiSource Corporate Ethics Audit
6 O2lt4/L8 Operator Qualification Audit Finding Follow Up

7 03106/!8 NiSource lT Service Provider Transition - Closure Review

8 O4h6/78 NiSource Corp Services Company Cost Allocation Audit
9 04/26/!8 Corporate Credit Cards Expense Review & Analytics (2017 Annual Period)

10 06/06/78 NGD Capitol Cost Data Analysis

LI O6/06/t8 NiSource 2017 Integrated Sustainability Agreed Upon Procedures

12 07/O6ltB Transmission Integrity Management Program (TIMP)

13 07/06/18 2017 Nisource Political Contributions
14 07109/18 2018 Leak Remediation Review - Columbia Gas Companies

15 07/30/18 PowerPlant Upgrade SDLC (Design & Build Phases)

16 07/3O/1B lT Steady State Execution (Phase 1)

17 O7|3L/I8 Pension Trust and Benefits Revrew

18 08l29h9 NiSource Incentive Plans

!9 L0l08h8 Operating Earnings Adjustment - Weather Calculation
20 t2/L3h8 Customer Communication Consultative Memo
2t Ot/08/19 PowerPlant Upgrade SDLC (Test & Deploy Phases)

22 O2/t3lt9 NiSource Capitalization Audit

23 03/06/79 Inside and Inaccessible Meter and Pipeline Inspection Follow-Up - CKY, CVA, CPA, and CMD

24 O3h1/19 2018 Abnormal Operating Conditions (AOC) - Columbia Gas of Pennsylvanie & Maryland
25 O3/7t/!9 Meter Barrier Protection - NGD

26 O3lL2lt9 Procure-To-Pay SDLC - Core Release 1 (Design & Build Phases)

27 05/06/19 NiSource Corporate Services Company Cost Allocation Audit
28 06/19/19 Corporate Credit Cards Expense Review & Analytics (2018 Annual Report)

29 09/25h9 Abandonment of Service Line Facilities

30 L0108/19 Robotics Process Automation (RPA) Design

31 09/301119 Columbia Low Pressure System Safety Enhancements (Attorney-Client Privilege) I

32 O9l2O/t9 2018 Pension Trust & Benefits
33 O9/2Ol!9 Privileged & Confidential - NTSB Report 1

34 O9/tL/79 2019 Disaster Recovery

I This report is protected by attorney-client privilege and therefore unavailable for disclosure.
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2017 Regulatory Order lmplementation Review

December 19, 2017

To: Mark Balmeft, Director Regulatory

James Racher, Director Regulatory

Paula Strauss, Director Regulatory

From: Linda Black, Senior InternalAuditor
Jaclyn Callahan, Manager Internal Audit
Ryan Binkley, Director Internal Audit
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Executive Summary
InternalAudit conducted a review of the processes and controls associated with the implementation of rate case orders issued
by state commissions ("Commission Orders") to all NiSource Gas companies for the audit period of January 1,2016 through
December 31,2016.*

Note: NIPSCO Gas and Columbia Gas of Ohio did not have Rate Case Orders during the period noted above.

The purpose of this audit is to assess overall compliance with the requirements outlined in Commission Order(s), with a focus
on those requirements which impact customer rates or field operations. This audit conforms with the International Standards
for the Professional Practice of InternalAuditing. A summary, along with detailed observations, have been provided to
NiSource Management. InternalAudit would like to thank Regulatory Strategy & Support and the State Regulatory for their
cooperation and time in support of this audit.

Summary Conclusions:

InternalAudit reviewed each Commission Order to identify the requirements of the related NiSource company and selected 18
requirements for further testing. The table below represents the breakdown of selections by each Company:

InternalAudit worked with the State Regulatory teams to identify the owners for each of the 18 selections and obtained the
necessary support to validate that all 18 of the requirements were implemented in accordance with the language in the related
State Commission Order. (See Appendix B for language from the Commission Order requirements selected.)

"Columbia Gas of Massachusetts (CMA) rate case order (DPU15-50) was issued on October 7,2015. As a result of the DPU15-50 Order, the "Step
Adjustment" was "stamped approved" on October 31, 2016, from the Department of Public Utilities. As such, the "Step Adjustment" was included in
Internal Audit's selection population.
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Background

A rate case is a legal proceeding by which a utilily sets rates to recover its cost of delivering gas lo the customer. lt is also
the main vehicle a utility has available to propose changes to its tariffs that set the terms of service. The rate case process
is lengthy resulting in either a settlement agreement by the interuening parties or through litigation to produce a hearing
examine/s report and a final order by the state public utility commission.

Filing: (File) - A term commonly used to describe both the process of submitting a document to a court, and sometimes

the term is a reference to the document itself.

Testimony: Evidence of a witness; evidence given by a witness, under oath or affirmation; as distinguished from

evidence derived from writings, and other sources.

Rebuttal Testimony: Testimony that attempts to show the evidence that was presented by an opposing party is not

accurate or true.

Stipulation: An agreement between the parties in a legal action. Some stipulations are oral, but the courts and

administrative agencies often require that stipulations be put in writing, signed and filed with the tribunal.

Settlement: Another word for Stipulation.

Order: (lnternalAudit made the selections from the Order) ln civil proceedings, every direction or mandate of a judge

or a court which is not a judgment or legal opinion (although both may include an order) directing that something be done

or that there is prohibition against some act. In administrative proceedings an order is usually the final opinion of the

agency.

Gompliance Filing: The docketing or filing of a document in order to satisfy a mandate from a court or administrative

agency.

5.

6.

7.
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Audit Scope and Approach
InternalAudit will perform a review of the processes and controls associated with the implementation of regulatory rate case
orders issued by state commissions ("Commission Orders") to all NiSource Gas companies for the audit period of January 1,
2016 through December 31 ,20'16.

Note: NIPSCO Gas and Columbia Gas of Ohio did not have Rate Case Orders during the period noted above.

No Findings Noted.

Select a sample (18) of requirements included within Orders issued during the
audit period of January 'l , 2O16 through December 31 , 2016, including a focus on
those which impact customer rates or operational execution, and determine
whether selected requirements have been implemented in accordance with
Commission Orders.
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Report Distribution

CC: J. Hamrock

D.E. Brown

P.T. Disser

M.J. Finissi

C.J. Hightman

M. Kempic

C.W. Levander

V. Sistovaris

S.K. Surface

P.A. Vegas

J.M. Konold

R.P. Cencini

J.M. Cooper

A.D. Lanier

S.D. Larsen

N.M. Paloney

T.L. Tucker

Deloitte & Touche
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Appendix A

Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or signifi cant brand/reputational exposure.

High risk findings require an auditee Managemenf Response coupled with a Target Implementation Date for
remediation.

hiqh risk findino prior to official closure.

Moderate

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date
for remediation.

moderate risk findinq prior to official closure.

Requires minimal attention: no materialfinancial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low risk findings do not require an auditee Managemenf Response nor a Target lmplementation Date for
remediation.
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Appendix B

increase to base rates in the amount of S13,086,000 reflecting adjustments to customer charges associated with
Gas of Kentucky's various rate schedules as well as to volumetric rates.

recovery is now included in base rates rather than a separate surcharge until subsequent AMRP filings. Per the tariff,
annual balancing adjustment (BA) filing to true-up for actual 2016 expenditures will be made by March 31, 2017 to be

ffective on May 3L,2OL7 (Unit l June). An annual AMRP filing to recover projected expenditures for calendar year 2018
made by October L5,20L7 to be effective on January 2,20L8 (Unit l January). A BA true-up filing for 2017 expenditures

not anticipated since AMRP costs for 2OL7 are being recovered through base rates. For purpose of AMRP, Columbia Gas of
specified ROE will be 9.5%. A WACC of 7.62% will be used to calculate AMRP rates further grossed up for federal

in January 2017 business, Columbia Gas of Kentucky will change depreciation rates developed in the rate case by an
consultant which reflect the ASL (Average Service Life) methodology. (Refer to Attachment A for depreciation rates

January L,2OL7 and prior rates.)

uncollectible charge-off factor will change from 0.00568963 to 0.00923329.

rate case filing included an additional S194,985 of costs related to remediation of the Hagerstown Service Center site to
amortized over a ten (10) year period. The case requested return on (Rate Base treatment) and return of (amortization)
these costs in a similar manner as approved in the last three Columbia Gas of Maryland Rate Case and Make Whole filings

No. 9315, 9354 and 9390).

lumbia Gas of Maryland will implement a program to reimburse developers of residential buildings with four or more
ally-metered units for the cost of installing house piping up to the positive net present value of the new load.
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Appendix B (cont'd)

umbia Gas of Ma wif f impfement rates effective October 27,20L6.
ffective November 2016, CMD will begin to implement main and service line extension programs to provide 100 feet of

in line and 150 feet of service line to new heating customers.

Merchant Function Charge (MFC) shall be L.52% for the residential customers and 0.37% for non-residential customers.
are the charges as filed by Columbia Gas of Pennsylvania . The revised MFC rates shall be reflected in the Purchase of

(POR) discount rates.

lumbia Gas of Pennsylvania will rates effective December L9,20L6.
will not be charged separate processing fees for bill payments using third party debit card, credit card, Automated

nghouse (ACH) or walk-in locations. All processing fees will be considered "above -the-line" for ratemaking purposes.
arties reserve their rights to challenge in a future base rate proceeding the recovery of processing fees through rates, and

ia reserves the right in response to cease payment of such third-party costs.

Gas of Pennsylvania agrees to extend its Third Party Notification Program to include all Customer Assistance
rogram (CAP) reminder notices, including notices of Potential CAP removal such as income verification requests.

lly, Columbia agrees to make Third Party Notification forms available at local Community Based Organizations
and will encourage CBOs to include Third Party Notification forms in processing other assistance. Customers should

that completion of a Third Party Notification form is completely voluntary.

's Large Customer Incentive (LCl) proposal is approved with the following modification: customers participating in
program will be required to pay 30% of the uneconomic portion upfront or have a repayment period that does not

ten (10) years. Columbia agrees to provide the following information related to Columbia's LCI proposal, as a

a) Main and service investment per project;
b) Net Present Value (NPV) model results for each project, inclusive of the main and service allowances;

Required LCI deposit by project;

) Number of customers connected by each project and number of subsequent connections;
e) Annual non-gas revenues received by project separated into base rate and LCI repayment revenues (principal and interest

Annual usage by project;
Average investment cost per customer by projec$ and

) Number of new service requests for projects in which the NPV model is run, but the project does not proceed to
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Appendix B (cont'd)

e Company will refund, with interest and pursuant to such terms and conditions as specified by the Commission, the revenues

under the interim rates implemented effective for the first billing unit of October 2016 that are in excess of the level

to herein. The refund must be made within 90 days of the issuance of the finalorder.
rest upon the ordered refunds shall be computed from the date payments of monthly bills were due to the date each refund is

at the average prime rate for each calendar quarter, compounded quarterly, using the average prime rate values published in
Federal Reserve Bulletin or in the Federal Reserve's Selected Interest Rates (Statistical Release H. 15) for the 3 months of the

refunds ordered herein may be credited to the current customers' accounts. Refunds to former customers shall be mailed by

to the last known address of such customers when the refund amount is 51 or more. CVA may offset the credit or refund to
extent of any undisputed outstanding balance for the current or former customer. No offset shall be permitted against any

portion of an outstanding balance. CVA may retain refunds to former customers when such refund is less than S1;

, such refunds shall be promptly made upon request. All unclaimed refunds shall be subject to 55-210.5:2 of the Code.

in 60 days of completing the ordered refunds, CVA shall deliver to the Commission's Divisions of Energy Regulation and Utility
nting and Finance a report showing that all refunds have been made pursuant to the Final Order and detailing the costs

in effecting such refunds and the accounts charged.
'A must bear all costs incurred in makine the refunds.

increase in the Company's jurisdictional non-gas base revenue requirement will be S28.5 million.

State Gas Company d/b/a Columbia Gas of Massachusetts shall provide capacity-eligible transportation customers with their
share of the pipeline refund it received pursuant to the Federal Energy Regulatory Commission's decision in Portland

ral Gas Transmission System, Docket No. RP10-729-001 , Opinion No. 524-4 (2015); and it is
UTHER ORDERED: That Bay State Gas Company d/b/a Columbia Gas of Massachusetts shallfile with the Department of Public

within thirty (30) days of the date of this Order its proposed refund method to transportation customers, along with the
ntal costs associated with the return of the refund; and it is

ORDERED: That Bay State Gas Company d/b/a Columbia Gas of Massachusetts shall comply with all other directives
in this Order. (D.P.U. L5-t7L

mbia Gas of Massachusetts to implement new rates effective November L,2Ot6.

November L,2OL6 "Step Adjustment" is an element of the rate settlement entered into by the Company, the Attorney General

Massachusetts ("AGO") and the Low-lncome Weatherization and Fuel Assistance Program Network (the "Network") (together,

e "Settling Parties", as approved by the Department of Public Utilities (the "Department") in Columbia Gas of Massachusetts,
.U. 15-50 (2015) (the "settlement")). Section 1.3 of the Settlement provided for an additional increase to base revenues of 53.6

over and above the level of base revenues allowed effective November L.2OL5.
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January 9, 2018

To : Don Eckstein, Senior VP of Gas Operations

From: Natalie Ladd, Lead lntemalAuditor
Sal Alshuqairi, Manager of Internal Audit
Lin Koh, Director of Internal Audit

InternalAudit
Prro{e$ionallsm . InisSdty. ObJscltutty

Dear Don,

Internal Audit performed a follow-up review over the Columbia Companies Point of Delivery Audit findings
issued in 2016. The review included an assessment of the progress made over management responses
described in the findings. The following five findings were reviewed during this follow-up:

1. The Gas Standards related to Regulator Stations do not consistently specify the types of records
required.

2. There are no procedures in place that establish a formal ongoing compliance auditing process.
3. We identified instances of duplicate company premise lDs in WMS.
4. An evaluation was not performed over the completeness of asset records received for transferred

POD stations.
5. The designation of Critical Valves needs finalization in Kentucky.

The objective of this review was to review the management responses provided and assess if progress
has been made for each item. Our follow-up results are noted below:

Finding 1: The Gas Standards related to Regulator Stations do not consistently specify the types of
records required. (Target Completion Date 12131120'17).

Finding Status: ltem has been completed.

Internal Audit recommended evaluating and establishing a system of records for tracking compliance and
maintenance activities and assess whether the cunent system captures all essential regulator station
activity consistently.

Based on our follow up review, the Work Management System (WMS) is the system of records for work,
including compliance activities, for regulator stations. Management has established new controls in WMS
to ensure that all facilities at a POD must map to a function (regulation, measurement, etc.) and a
premise lD. The individuals who execute the work (i.e. inspections, pressure testing) are responsible for
documenting their work in WMS. When a new POD station is built, certain required fields exist within
WMS to capture essential information, such as inlet gpe, inlet size, valve pressure, etc. Intemal Audit
walked through the creation of a new POD in WMS and noted these required fields. In addition, for any
paper records associated with a POD station, management has created a central electronic depository,
WMS Docs, in Q4 2016.

Short of replacing the WMS system, which is a company-wide decision outside the scope of this audit, the
existing WMS has controls in place to ensure appropriate documentation is captured for any newly
created POD stations going forward.

Finding 2: There are no procedures in place that establish a formal ongoing compliance auditing
process. (Target Completion Date 12131 12017).

Finding Status: ltem has been completed.
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Internal Audit recommended establishing a formal process for auditing ongoing compliance with required
inspection, maintenance, and data capture requirements at M&R stations and establishing consistent
reporting practices and data capture to ensure adequate oversight over POD compliance activities.

Based on our follow up review, the Work Management System (WMS) is the system of records for work,
including compliance activities, on regulator stations. The individuals who schedule and manage the
execution of the work (lntegration Center and operations employees) actively monitor compliance
activities in real-time on a day-to-day basis, with the support and guidance of the Compliance function.
There are multiple layers of reporting and monitoring activities performed by the Integration Center, which
Internal Audit walked through. In addition, Distribution Integrity has an auditing function where certain
integrity related activities are audited and reviewed.

Given the dynamic reviews taking place within the lC, the auditing function of Distribution Integrity, and
the supporting function provided by the Compliance function, compliance activities appear to be
monitored on an ongoing basis.

Finding 3: We identified instances of duplicate company premise lDs in WMS (Target Completion Date
1213112017).

Finding Status: ltem has been completed.

Internal Audit recommended performing a review over the 32 company premise lDs with no facilities in
WMS and any duplicates should be removed from WMS to eliminate redundancy. For any premise lDs
that are not duplicates, the appropriate facilities and scheduled compliance work should be verified in
WMS.

lnternal Audit detail tested the 32 company premise lDs and noted that appropriate action was taken by
management to either 1) retire the company premise lD or 2) create facilities with required scheduled
compliance repetitive tasks.

Finding 4: An evaluation was not performed over the completeness of asset records received for
transferred POD stations (Target Completion Date 1213112017).

Finding Status: ltem has been completed.

Internal Audit recommended performing an inventory over the records for the PODs transferred from TCO
to Columbia to reach a thorough understanding on what presently exists for each POD.

A project is cunently in place to assess the records at all above ground regulator (POD) stations,
including those acquired from TCO (Columbia Pipeline Group). The review process includes an inventory
of records available and a calculation of MAOP given the available records. Internal Audit discussed the
process with management and obtained the Station Review Status Report noting the most progress in
CVA and CPA, with lagging progress in COH and CKY. In 2018, COH and CKY will be assessed to
create an approach. Integrity Management is progressing forward with the inventory of records despite a
pause in the PHMSA Gas Transmission "Mega Rule" finalization. The PHMSA rule would indicate the
required level of documentation (material test record), which could change given the new administration,
and would also provide guidance to use in future ratemaking configurations. This rule is not finalized as of
1212012017 and will not be finalized until late 20'18 atthe earliest.

Based on discussions and review of current status, a process is currently in place to review the records of
above ground regulator station facilities, including all facilities acquired from CPG. While there is a
disparity in progress among the states due to regulatory and budgetary differences, a plan is in place to
evaluate the records of all above ground regulator stations. As such, lA determines that management has
taken appropriate action and is in the process of executing the finding and completing the management
response.
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Finding 5: The designation of Critical Valves needs finalization in Kentucky (Target Completion Date
1213112017).

Finding Status: ltem has been completed.

Intemal Audit recommended implementing a plan to finalize the treatment of critical valves in Kentucky
based on federal and state codes.

lA reviewed management's memo outlining the CKY Exterior Shut Off valve history and the 6 options
going forward. Based on legislation that could change, CKY Engineering has opted to pursue the Sth
option where they see if the regulation in KY is rescinded, but go forward with updating GIS for critical
valves and creating an annual inspection Repetitive Task (RT) in WMS.

lA verified that each facility with a valve deemed as critical had an annual inspection RT created in WMS
and mapping was updated in GlS.

Based on the above procedures, lA determined that management has addressed the finding and
completed the management response.

Conclusion: Findings 1 through 5 have been addressed by management.

CC: Pablo Vegas, Pete Disser, Lin Koh, Sal Alshuqairi, Natalie Ladd
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Change Management

January 18,2018

Process Audit

To: E.E. Kendall, VP CapitalAllocation & Controls

J.E.Zucal VP Major Projects - Electric

R. M. Kitchell, VP Major Projects - Gas

From: M.R. Easterday, Lead Auditor - Capital & Construction Audits

A.J. Patel, Manager - Capital & Construction Audits

R,W. Binkley, Director - InternalAudit
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Executive Summary
Internal Audit conducted a review of the change management process related to Nisourcs Major Projects (our sample of soven projects
included NIPSCO Gas, NIPSCO Electric, and Columbia projects). The focus ofthe review was to ensurs policies, procsdures, and
controls exlst to capture and document project scope changes. Internal Audit will usg existing Nisource Project Management standards,
along with industry recognized best practices set by the Project Management Institute (PMl).

Audit Results Summary:

Based on the procedures performed, Intemal Audit noted change management processes appear to generally conform to Organizational
Project Management (OPM) standards and othercorporate policies. However, InternalAudit identified (3) Iow risk, best practice findings
associaled with the following:

. lnconsistenl documentation of Change Management Plans across Nisource segm€nls.

. Existing Change Management Plans do not quantify risks in risk registers or outline guidance for use of project contingency.

. Inconsislenl documentation of Change Order logs across Nisource segments.

This audii conforms with the International Siandards for thE Professional Practice of Intemal Auditing. A summary, along wr'th detailed
observations, will be prov'rded to the Audil Committee. lAwould like to thank management for their cooperation and time in support ofthis
audit.

Background
The Capital & Construction group ol the Internal Audit department has conducted an array of audits InvoMng Major Project controls,
project management, as wsll as coriractors performing work on major projeqts. A component of all major projects invofues the processing
of project scope changes. Based on our €xperience, a rgview of change management practices for major projects across Nisource was
included forthe 2017 InternalAudit Annual Plan.

Organizational Proiect Management (OPM) standards were established by Nisource in order lo provide a common basis for defining
practices, establishing pertormance metrics, and implementing govemance of project management. Several OPM standards outline
gu'xlance for developing proj€ct management plans, assembling project execution plans, as well as managing, mon'[oring and controlling
project execution. Sp€cifically, OPM 5.0 includes guidance for establishing change management plans including crileria and thresholds
for project scope changes whlle OPM 7.0 provides guidance for monitoring and reporting such changes.
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Audit Scope and Approach
lnternal Audit conducted a review of the change management process related to NiSource Major Projects. The focus of the review was to
ensure policies, procedures, and controls exist to capture and document project scope changes. lnternal Audit relied upon existing
NiSource Project Management standards, along with industry recognized best practices set by the Project Management Institute. The
review involved sampling seven major projects from across Nisource (three Columbia Company, two NIPSCO - Gas, and two NIPSCO -
Electric). All of the projects were initiated prior to an April 2017 revision to the Organization Project Management (OPM) standards.
Fieldwork was conducted during October and November of 2017. Review procedures included the following objective and associated
procedures listed below.

Review corporate level standards (i.e. NiSource Capital Disbursements, Supply Chain, and
Accounts Payable policies) in conjunction with Major Project Organizational Project
Management (OPM) standards and a sample of project specific documents (i.e. project
charters, project budget requests, etc.) to ensure Major Projects have implemented required
change management processes.

Select a sample of scope changes from Major Projects for Electric (T&D and Generation)
and Gas (Columbia & NIPSCO) and review for compliance with corporate level standards,
OPM standards, and project specific documentation.
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Findings

Risk Rating

Oba€rvation

q'f,c4'6i OPM 5.0 - Assenble tuopt Ex@ution Plar section 6.0 egtabllshg3 that Proj€ct Execlltion Plans consist ol Project Bas€lin€s and Project
Controf Criteria / Change Managemenl Plans. S€clion 6.2.0 tu.thor rcquiresi'nl€ Projd Managet will hnpbment a Prcled Charye Contd System'
thalwi &frrc ,pw project 06iedives, delivet*{€s, and/or d@nnarbtbn wfll b confuH, charyd, ad awrcd.'
99!q!!9!: Per reviery ol project docum€ntation it appsars proj€c,ts r€lated lo Columbia Companies do not formally document change manag€monl
plans within lhe proi€ct chartsrs, proi€cl budg€t r€quesl, or related documentation. P€r discussion with Columbia Company poj€ct managem€nt, formal
documentation delailing a specific change managsment plan for oach projecl doos not oxlst and project managemom relies upon curent corporate
policigs and past practices to guftJ€ the gxocution of any necessary proioqt changes. Selected NIPSCO prclec19 appear€d to have formal documsntation
for change managementplans with only minor dsviations trom OPM standads.

BlgEhpgg!: A lack of documont€d prcc€dures can result in inconslslem €x€culion and reporting ol project 6cop€ changs€.

Recommendation

Project Controls should help ensure Project Management across NiSource have aligned processes and documentation with the Organization Project
Management standards.

Manaqement Response

Not Required for Low Risk Findings
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Findings

Risk Rating

Obaorvation

g!c!j8t OPM 5,0 - A$ende W B@ulion PIan soclion 6.2.9 slipulates: '7h9 Wroved ttsk rcsponse plan ot isk basdle (bslgnabs a
rquircncnt tu the diliation d pfti& tEFiour?€|s to piom wqk, ln a nne ftane, at an estimated @st. RM rcs,pnse dan. arc consldered patt ot the
Ndfr s@@ sch&rle, ad tunding. A&iti@al dsk rcs@nge plans, cotningent rlsk rcsDo,nses, or talhek plans arc rqarded as scope, scheduh, and
cost changes aN wi be evaluabd consisbnt as a Wject chahge.'

Cg!d!lh4: Pgr revisw of proioct documentatlon, Intemal Audit wag unable to verlly ll projecl changes lvore due to execution ol lhe rlsk responss dans,
per the PM Standard 6.2.9 or w€re troated as additional risk Esponee dans (subj6ci io chango managemenl).

BE!!EDge!: By not delineating b€hd€en oxecut'ron of risk r€sponse plans and addilional risks rs6ponss plans, proiect lessons leam€d du€ lo acop€
changes may not be accurately captured.

Recommendation

Scope change should be linked back to existing risks (risk register) or unforeseen risks (additional risks) to help properly capture lessons learned.

Manaqement Response

Not Required for Low Risk Findings
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Findings

Obsetuation

gllg4t OPM 5.0 - Assanbb Ptobct Exeqtbn Prar section 6.2.1I stipulatesi "The Prcjecl ttanaget wil establish the tuoject Change Log. ...The
Pt@cl ttanqer wi ensue the diteia lor charye Mitifcaion, charye rcs,onse, chatve rcsolution, dc is suppotted d alghout the ptuiect.'

Cg!d!Eg!: Per review of project documentat'ron and conversadons wr'th managomsnt, it appears (2) ol the (3) Columbia Comparry prolects reviewed drd
not historically maintain change logs. Per dlscugslon wih proj€cl managsm€nt, a l€mplate has rocsntly b€en dis6€minal€d and is drrendy being
implemented by Columtia Company major proJecls. Selectod NIPSCO projocta app€ar€d to maintain changs ordgr logs ior scop€ changes as well as
PO or payment rolatsd changes which do not always requlre documentation as stipulated by change managgmont plans. Th6 l6v6l of d€tail and
quallfying fac'tors dotermining if a project change is to be document€d in ths ChangE Ord€r Log app€ars lo tr€ inconsi6tsnt across all Nisource change
logs rovien€d.

BEElEpgCg A lack of docum€nt€d proc€durss can result in inconslsiem executlon and reponirE ol project acop€ changos.

Recommendation

Project Controls should help ensure Project Management across NiSource have aligned processes and documentation with the Organization Project
Management standards. Internal Audit will review for continued implementation of change logs in future audits.

Manaqement Response

Not Required for Low Risk Findings
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Report Distribution

CC: J. Hamrock
D.E. Brown
M.J. Finissi

C.J. Hightman
M. Kempic
C.W. Levander
V. Sistovaris
P.A. Vegas

S.K. Surface
PJ. Disser

T.A. Dehring
T.J. Tokish
RV. Mooney

S. Anderson
D.L. Bull

A. Sayers

B. Travis

D.P. Dunn
D. Roudebush
J.D. Klaich

A. Terry
R.F. Ebright
lLH. Brown
R.B. Bollinger
T.L. Tucker
Deloitte & Touche



Exhibit No. f 3
Schedule No.4

Attachment A
Page 21 of 308

Appendix A

Requires corrective action due to high risk of one or more of the following: safety risk; materialfinancial
statement impact or fraud;significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure.

High risk findings require an auditee Management Response coupled with a Target lmplementation Date for
remediation.

hioh risk findino prior to official closure.

Moderate

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/controldesign deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Management Response coupled with a Target lmplementation Date
for remediation.

moderate risk findinq prior to official closure.

Requires minimal attention: no material financial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low risk findings do not require an auditee Management Response nor a Target lmplementation Date for
remediation.
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Critical Valve Finding Follow Up Audit

January 25,2018

To: Don Eckstein, Senior VP Gas Operations

Bob Kitchell, VP Projects & Construction Gas

From: Chris Marlatt, Lead InternalAuditor

Jaclyn Callahan, Manager Internal Audit

Ryan Binkley, Director Internal Audit
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Executive Summary
The Department ot Transponation's Pipeline and Hazardous i/laterials Safely Adminislaation requires that cdtical valve lacilities be inspected 'at
inl€rvals not exceeding 15 months, but at least onc€ oach calendar year.' (CFR 49 $192.747)

For Columbia Gas Companies, a valve is deemed critlcal by either entering (new valves) or updating (existing valvos) acheckboxfield for the related
lacility within the Woft l\4anagement SFtem (WIVS).In addition, a R€potitive Task (RT) must be manually crealed within WMS, which vJill automatically
create the inspection job oder on an annual basis to ensurc compliance with DOT 192.747.

As a result ol an audit conducted in 2017, Internal Audit idontified the lollowino medium risk finding:

- Nisource management should implemenucreate controls or processes lorlhe rsview of WMS criticalvalve facilities on a @nsistgnl basis
to €nsurs all caitical valvg facilities have a repetitive task (RT) lwhich ensures completion of tho required inspectionl. Creation of a
dotective control mitigat€s tho risk associaled with the manual process required to creata/updatg criticalvalves in Wlvls and relatsd RTs.

Nisourc€ management provided the lollowing response:

- Managementwill assemble a team to understandthe processos and departmonts that impactthe creation, update or retirgment of WMS
criticalvalve lacility. The team will recohmend process changes and controls lhat can be implemented lo mitjgale compliance risk.

To ensurethat Nisource managoment fullilled the commitments noted in their response abov€, lntemalAudit completed the following proc€dures:

. Beviswed th€ COGNOS Job Orders Dashboad, noting that a cdtical valve facility field has been added to highlight all critical valve laciliti€s wilhout
an assignsd RT; and

. Independently vedlied the metdcs shown within the crilical valve lacility field rvithin the Oashboard, noting that metdcs aplEans to be complete and
acrulate.

Su,'xrrary Conctustons:

Internal Audit noted that Integration Center management has established procedures and controls to review cdtical valvglacilities on a consistent basis
thereby ensuring they have an assigned BT. As a result, Intemal Audit will close the action plan associated whh the medium dsk finding identifi€d in
2017.
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Review Scope and Approach
This audit conforms with the International Standards for the Professional Practice of Internal Auditing. A summary, along with detailed observations,
have been provided to Management. Internal Audit would like to thank Integration Center Management for their cooperation and time in support of
this audit.

Perform walkthroughs with management and process owners to understand the
processes and controls implemented and where applicable perform testing
procedures (i.e. sample test process).

No Findings Noted.
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Appendix A

Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud;significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure.

High risk findings require an auditee Management Response coupled with a Target lmplementation Date for
remediation.

high risk findina orior to official closure.

Moderate

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud;process/controldesign deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Management Response coupled with a Target lmplementation Date
for remediation.

moderate risk findino prior to official closure.

Requires minimal attention: no material financial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low risk findings do not require an auditee Management Besponse nor a Target lmplementation Date for
remediation.



NiSource Gorporate Ethics Audit

January 29,2018

To: Sam Lee, VP & Corporate Secretary

From: Adrian Serles, Internal Audit Senior

Sal Alshuqairi, Manager lnternal Audit

Lin Koh, Director InternalAudit
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IntemalAudit performed an evaluation over the Nisource Corporate Ethics Department. The objective ofthis evaluation was to review
whether management has established formal Code of Business Conduct policies and procedures. We examined the policies to determine
ifthey provide adequate direction on how to handle reported violation claims. In addition, we assessed whether actual reported
complaints are handled in accordance with cunent oolicies.

lA noted no exceptions during our testing. However, we noted thatwhile the Ethics Investigation Case Report Summary includes a short
description ofthe remediation action, it does not include a description ofthe process/steps used to verify that the remediation action was
completed. We recommend, as a process improvement, keeping more detailed records of who was involved in the remediation, what
specific actions were taken, and the date(s) the remediation efforts occurred.

This audit conforms with the International Standards for the Professional Practice of Internal Auditing. A summary, along with detailed
observations, has been provided. lAwould like to thank staffand management for their cooperation and time in supporl ofthis audit.

Background
The mission otthe Nisource Corporate Ethics Departmont is to b€ the premier provid€r of ethics services. The Corporate Ethics Department helps
develop processes, programs and training to promote a shong culture olcompliance with laws, regulations and policies, and foster a bonchmarkculture
of ethics and compliance where employees take owner€hip and responsibility for doing the right thing.

The Code ofBusiness Conduct (COBC) explains how to repo( potenlial violations. To report potential violation6 of laws, rules, regulalions, orthe
COBC, employees may talk with a supervisor or a local HR consultant. Roporb can be also made to the Ethics Hotline at t -800-457-2814, in which
reporters can choose to remain anonymous. Reports can also be made by web reporting at nisourco.alertline.com or by mail. A third party, Aledline,
provides report€d inlormation to the Corporate Ethics Department tor investigation.

A lead investigator is appointed by the VP of Audit for significant accounting/cutrols issues (Level '1), othe ise the Lead Investigator is appointed by
the Corporate Ethics Department. Th6 Lead Investigator is either a representative from orworking under the dkection ofthe Legal Department, usually
an HR consultant. The Lead Investigator prcparcs an Investigation Plan whioh is presented for approval to the Chief Legal Officerfor Level 1 issues, All
oth6r level 2 issues do not require the approval of th6 Chi€f L€gal Ofiic€..

The Corporate Ethics Depadmont tracks the investigation and resolution of all allegations of ethics violations. lt is the responsibility of the Lead
Invostigator to ensuae allegalions are investigated in a fair and consistont manner, to determine whether reported complaints are substantiated or not,
and to coordinate the investig€tion with tho Corporate Ethics Department. Pea the Nisource Investigation Procedure for Code of Business Conduct
Violations, investigations aro to be completed within 30 days, unless otherwise specified by the Corporate Ethics Department. An update is provided to
the Diaector of Corpo|ate Ethics within l0 days of th€ inc€ption of an ethics case investigation, and, when appropriate, the sup€rvisor of th€ investigated
department is notified. Types ofcomplaints include allegations involving harassment, inappropriate behavior, misuse of lT rcsources, workplace
violence, accountng and auditing practices, unfair employment practices, and conflicb of interest.

Investigation resulb include an Ethics Investigation Case Report Summarywhich details the investigatois name, the report number, the investigation
dat$, the report type, the all€ation, interview details, documents ulilked, a summary of faot finding, corrective action, and a date for correotive action.
Results are also communicated to affected parties (i.e. complainant, accused wrongdoer, and the Corporate Ethics Department).
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IntemalAudit periormed an evaluation over the Nisource Corporate Ethlcs Department. The objective ofthis evaluation was to review
whether management has established formal code of Business Conduc{ policies and procedures. We o(amined the policies to determine
if they provide adequate directlon on how to handle reported violation clalms. In addition, we assessed whetfier actual reported
comDlaints are handled in accordance with current Dolicies.
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IntemalAudit performed an evaluation over the Nisource Corporate Ethics Depa(ment. The objective ofthis evaluation was to review
wtrether managemenl has established formal Code of Business Conduct policies and procedures. We examined the policies to determine
ifthey provide adequate direction on how to handle reported violation claims. In addition, we assessed whether actual reported
comDlainb are handled in accordance with current Dolicies.
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IntemalAudit performed an evaluation over the Nisource Corporate Ethics Department. ThE objective ofthis evaluation was to review
whether management has established formal Code of Business Conduct policies and procedures. We examined the policies to determine
if they provide adequate direction on how to handle reported violation claims. In addltion, we assessed whether actual reported
complaints are handled in accordance wlth current policies.

Assess whether reported complaints are addressed in accordance with policies and
procedures. No Findings Noted.

Assess whether appropriate action was taken against violators to appropriately address risk.

Assess whether a remediation plan was implemented to address each substantiated claim.

Assess whether investigation results were appropriately communicated. No Findings Noted.
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Obs.rvation

glitsdq: D€tailed records are kept to ehsure that the remediation aotion was completed.

S$!tjq: While the Ethics Invostigation Case Repoft Summary includes a short doscription of the remediation action, it does not include a description
ofthe process/steps used to verify that the remediation action was compl€ted.

B!g!hEgg!: Remediation may not be fully implemenbd and the underlying issue may not be fully resolved.

Recommondation

Internal Audit recomm€nds, as a process improvement, keeping morc debiled records ofwho was involved in the remediation (involv€d employee,
sup€rvisors, HR, - parties with a role in the remediation), what specific actions were taken, and the dat€ th€ remediatlon occurred.

tranaoement ResDon!e

The investigator will be required to provide in the Investigation Report Summary more specific information regarding r€mediation action, such as the
nam6 of th€ party who is to cary out the remediation aoljon, the dat€ remediation action will take place, and th6 nature of the remediation action. The
Corporat€ Ethics Deparbnent will tollow up with the named party to conlirm completion based on the datas and remedialion actlon provided.
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Requires corrective action due to high risk of one or more of the following: safety risk; materialfinancial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure.

High risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date for
remediation.

high risk finding prior to official closure.

Moderate

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target Implementation Date
for remediation.

moderate risk finding prior to official closure.

Requires minimal attention: no material financial or operational impact; low probability of residual risk;
process/controls operati ng below opti mal levels.

Low risk findings do not require an auditee Managemenf Response nor a Target lmplementation Date for
remediation.



Operator Qualification Audit Finding Follow Up
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To: C. J. Anstead, Director Technical Services

From: Chris Marlatt, Lead InternalAuditor

Jaclyn Callahan, Manager lnternal Audit
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The Pipeline Salety and Compliance (PS&C) Technical Support Department maintains Operator Qualification (OQ) plan€ for the entke Nisource Gas
service territory to ensure compliance with PHI\4SA Cod€ of F€d€ral Regulations (CFR), 'TiUe 49, Pad 192: Subpart N (Qualification Program)'.

As a result ol an audit conduct€d in 2016, IntemalAudit idenlified the follovring high risk findings:

- Nisource management should document and define the roles and responsibilities ofthe OQ T6am under lhe PS&C Technical Support
Depaftmentfor allcompanies and evaluate process impacts to other departments; and

- Nisource management should determine the appropriate stafiing level ofthe OQ Team based on the established roles and responsibilities
noted above.

Nisource management provided the following response:

- Managementagrcos thal Nisource currently has three (3) distinct OQ Plans. which accounts for the current lack of standard roles (and in
some cas€s, und€fined roles) and responsibllities, as well as differcnt roles and responsibilities and distinct manpow€r and staffing needs
among the busingss units. Therefore, over lhe next 12 months management wll unde(ake an analysis of tho thre€ (3) difierent plans and
make a recommondation to senior managementon either continuing b op€rate three (3) different OQ Plans, or develop a strategy for
migrating all Nisource locations to a single plan. Based on the outcome of that di6cussion, roles and responsibiliti€s and a stalfing plan for
the skucture (or struc-tures) selected, will be created.

To ensure PS&C Teohnical Support Management tulfilled the commitments noted in their r€sponse above, lnternalAudit complet€d the lollowing
proceoures:

. Confi.med that Nisourcc loadership made a decision to @nlinue forward utilizing the three (3) s€parate OO Plans noted above;

. R€view€d the final draft of a file titled 'OQ Training Roles and Responsibilitios" which was created by PS&C T€chnical Support Management to
oudine (by deparlment) who is accountabl€ and r€sponsible for all key OQ related tasks;

. Obtained support documenting agr€ement from deparlments identified as accountabl€ or responsible within the "OQ Training Rol6s and
Responsibilities"; and

. Confirmed increase in stafiing of the OQ Team through rcview of the Nisource orgahizational chart and discussion with PS&C Technical Support
Management.

Summary Conctusions:

IntemalAudit noted that PS&C Technical Support Manag€monl ha6 establishod roles and respoNibilities as they penain to the OQ Program for each
company and have increased statting to help meet those ne€ds, As a result, Iniehal Audit will close the actlon plan associaH with the high risk
finding identified in 2016.
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This audit conforms with the Inlemational Sbndards tor the P.ofessional Practice of Intemal Auditing. A summary, along with debiled observations,
have been provided to managem€nt.

Intemal Audit would like to thank Pipeline Safety and Compliance Technical Support Management for their cooperation and time in support ofthig
audit.



Exhibit No.13
Schedule No.4

Attachment A
Page 38 of 308Report Distribution

CC: J. Hamrock
D.E. Brown
C.J. Hightman
M. Kempic
C.W. Levander
V. Sistovaris
P.A Vegas

S.K. Surface
M. Finissi
P. Disser
D.A ltilonte

R.V. fvboney
D.A Eckstein

M.S. Chepke
M.E. Walker
M.M. Zain

R.M. Kitchell
AA. Stone
M.J. Davidson
W.F. Davis
S.W. Sylvester
J.S. Pino
P.D. Wilson
T.L. Tucker
Deloitte & Touche, LLP



Appendix A

Exhibit No. 13
Schedule No.4

Attachment A
Page 39 of 308

Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure.

High riskfindings require an auditee Managemenf Response coupled with a Target lmplementation Date for
remediation.

hiqh risk finding prior to official closure.

Moderate

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date
for remediation.

moderate risk findino prior to official closure.

Requires minimal attention: no materialfinancial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low risk findings do not require an auditee Managemenf Response nor a Target lmplementation Date for
remediation.



NiSource lT Service Provider
Glosure Review

To: Russ Viater, VP - Enterprise Architecture

Tom Campbell, Director - lT Applications

Ken Smith, Director - lT Service Management

From: John Manfreda, Project Manager- Infor, SystemsAudit
Brett Welsch, Project Manager - Infor. Systems Audit
Goranka Kasic, Sr, Auditor - Infor. Systems Audit
Greg Wancheck, Director - Infor. Systems Audit

March 6. 2018

Transition -
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NiS - Closure Review between December 2017 and Januarv
2O1 roqram qolive activities occuning on Decembe|I , 2017
anq Piovide'r Transition - Closure Reliew is also a
mn rvice Provider Transition Pre Go-Live Review comDleted in
November 2017 which focused on the implementation of enabling processes and technologies to support a multi-
vendor lT environment.

lTAudit's lT Service Provider Transition - Closure Review found the following:

. lT Audit noted a single (1) MODERATE level finding fol Nisource lT management to develop a global lT
risk management controls structure that is modgled on an adoptable ftamgwork.

ely opeEting) for Nisource lT syrt€ms having a SOX
sdopted for non-SOX lT syslems and supportihg
lT risk contlols fram.wo* adoptlon would help

hal Includes control owneEhlp, documentatlon, Intemal revlow

. lT Audit noted the lT Service Provid-er Transition Program prop.erly included Sarb_anes Oxley Act (SOX)
control considerations for the new lT service providers, including engagement of appropriate servico
provider personnel.'

. lT Audit noted lT Servlce Provider Transition Program related Servica L€vel Agr€ement (SLA)
definitions and metrics have been defined and placsd in operation. **

*Seo Appendlx B: High Leyel |T qervlcr Provlder Transltlon Program Rlsks as of January30,20'18 (sllde 13) foron.golng rlsks being
actively assessed by Nlsource lT Audlt.

* lT Audii wlll conduct an lT Sorvlce Provlder Transltlon - Steady State Revlew commenclng In February 20'l8 that wlll Include
rssossment of resldual SLA rlsk.

Thls audlt conforms with the lntqnationat St ndards for the Professlonal Practlce of ln'€mal Audwng, whereby a summary of HIGH
andlor MODERATE findinds will be provided to tha Nisourc. Audit Commiatee. Ni9ource tT Audit wourd like kt thank ,T Service
Prcvlder Transition manarament foi their cooperation and time in su,p]ort of this ettott.
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Beginning in July 2017 , NiSource lT Management began the lT Service Provider Transition program to enable a multi-
provider lT service execution model. This was undertaken for the reasons depicted in the following program
communication.

Our lVew lTService Provider Model...
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The following graphic depicts the 2018 NiSource steady-state lT operating environment by service area. Three
Service Providers (TCS, Wipro, Verizon) are net new while two (Fl & HMB) have legacy operating history with
NiSource.

- Application Servaces

. Network S€rvices and S€curity Servlces

The lT Service Provider Transition program was further segmented into the following work-streams to enable both the
transition of services and implementation of service integration management capabilities.

IT

- lnfrastrrrcture Services irrclrrrJing D*lla Certter
C€r|ler Disoster R€oovorv. Sorvice D6sk ,cnd
SGlrvie€5s

- Onsite application support for CIS/DIS customer
inforrnation ryst€rns

Service Intagratlon and
Management (SlAm)

NEW functionality for a set of consistent processes to ensure eentralized
integration, coordination, collaboratlon and governance for multiple NiSource lT
service providers

Replacement of the existing lT ticketing system (lSM) with a new tool by the
name of ServiceNow that enables industry leading capabllities
Transition of 'Servers and Storage'type lT assets and services and Oata Center
operations. Seryice Desk, End User Services and Data Center Dlsaster Recovery
tasked wlth working through transitioning Priority Resolution, desktop/laptop
deployment, MDT deploymenVreplacernent. and non-standard system access

Network and Securigr Transition of Network and Security support services

'Lift-and-Shift' approach of approximately 25O applications to new Service
Provider

Relatlonship, contract, financial and performance management for all lT Service
Providers

Provides oversight of the schedule and resources tasked with implementing the
lT Service Provider Transition program
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For testing purposes, lT Audit reviewed the following:

. Governance standards

. Delivery modelsetup

. Deliverymodelexecution

. lT SOX controls engagement

. Post go-live management reporting

lT Audit additionally conducted a series of interviews in January 2018 with designated lT Service Provider governance personneland key
execution stakeholders in the retained lT organization to gain a perspective on program closure and in-flight governance enablement for the
new steady state lT environment.

No Findings Noted
Assess the process used to engage program Sponsors in the lT Service Provider Transition
effort, along with the communication cadence being leveraged to continually inform program
Sponsors of relevant lT Service Provider Transition activities.

No Findings Noted

Determine whether an lT Service Provider Executive Sponsor Team and Stakeholder
Reference Group (SRG), has been created to aid with program activity governance. lf in
place, assess whether the Executive Sponsor Team and Stakeholder Reference Group has
adeq uate mem bership and representation from appropriate organizations.

No Findings Noted

Provide a perspective on project organizational structure developed for the lT Service
Provider Transition program to determine whether the program team possess the necessary
tools, knowledge and resources for delivering solution components as required for
successful transition.
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No Findings Noted

Assess how lT Service Provider Transition program costs are being gathered,
maintained (specifically budget-to-actual) and reported. Determine whether the
program's costing components have been aligned to provide for stakeholder
transparency.

Determine whether program scope, schedule, issue and risk management
processes/procedures/tools are being leveraged for adequate control around time
capture, individual work stream completion metrics, variance analysis and scope
creep prevention.

No Findings Noted

Provide a perspective on what efforts/initiatives the lT Service Provider Transition
Team has in place to analyze and action the ongoing management of program
resources, including internal NiSource, NiSource to 3d party vendor(s), and 3'd party
vendor to 3'd party vendor.

No Findings Noted

Assess the involvement and communication cadence structure of NiSource
Organizational Change Management (OCM) within the lT Service Provider Transition
program.

No Findings Noted

Determine whether the lT Service Provider Transition Team has developed a quality
assurance structure over program delivery. Elements to consider in this area would
be the program team's definition of quality, quality control plans and efforts,
remediation plans and efforts for quality issues, audit advisory identification of
potential quality gaps for consideration.

No Findings Noted
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Determine whether the lT Service Provider Transition program is adhering to the
NiSource enterprise lT Project Management Methodology (PMM). Are lT Service
Provider Transition program deliverables being aligned with PMM?

No Findings Noted

Assess whether lT Service Provider Transition program efforts are being aligned to
follow NiSource's enterprise lT policies and procedures.

Provide a perspective on the IBM Unwind work-stream to track and measure
incu m bent provider pa rtici pation and performance. No Findings Noted
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* 
Objective 4, Procedures 1,3 and 4 have associated program risks which have mitigation efforts underway and have been appropriately

transitioned to responsible personnel in the retained NiSource lT organization. - see Appendix B: High Level lT Service Provider
Transition Program Risks on page 13 for details.

Determine whether general lT computing SOX control designs (lT GCC) are being
considered in service integration development, testing and deployment efforts for the
lT Service Provider Transition program.

No Findings Noted *

Assess the engagement of NiSource/3'd party compliance entities (i.e. lT
Compliance, SOX Compliance, InternalAudit and Deloitte) into relevant lT Service
Provider Transition program work streams.

No Findings Noted

Provide a perspective on security design considerations and ongoing security
execution components (specifically identity & access management and cybersecurity,
data integrity and privacy) as they pertain to the lT Service Provider Transition
program.

No Findings Noted *

Determine how testing efforts associated with the lT Service Provider Transition are
being planned and executed. Assess whether the proper individuals/teams are being
proactively informed of their requirement to participate and being communicated to in
a timely and transparent manner.

No Findings Noted *
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Assess how key performance indicators (KPls) associated with program health are
being captured and reported. Determine whether KPls being communicated are
being relayed to lT Service Provider Transition stakeholders and relevant parties in a
"complete" and "accurate" manner.

No Findings Noted **

No Findings Noted ""

Determine how program service level agreements (SLAs) have been defined and
who is responsible for invoking action to ensure SLA compliance. Analyze the
process/processes used to monitor program SLA compliance in relation to pre go-live
activities.

Provide a perspective on knowledge transfer design and execution efforts to inform
new NiSource 3rd party providers of their contracted responsibilities.

No Findings Noted
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Observation

glilgli3: Use ofa standards-based risk and controls process via the leveraging of an adopted framework is a known best practice to
facilitate risk management practices for non-SOX lT systems and supporting technologies.

ggE!!!q: Although Nisource lT management has a formal risk and controls framework in operation over SOX designated lT systems
and supporting technologies, lT management does not currently have a defined risk and controls framewgrk over systems and supporting
lT technologies with a non-SOX designalion.

&!l!E@l!: Not having a Nisource specitic risk and controls frameu/ork over non-SOX systems and supporting lT technologies could
lead to unmitigated risk evenG and conditions occuning which could have a negative impact on the lT Services, Security Operations and
lT ComDliance functions.

Recommsndation

lT Audit recommends Nisource lT management adopt and implement a non-SOX lT risk and controls framework to facilitate a structured
lT risk management process that includes control ownership, documentation, internal review cadence, and periodic testing requirements.

Manaoement ResDonse

The lT Compliance leam will develop a control framework that will be used to implement lT General Controls (lTGCs) for the non-SOX lT
environment. The controls will be lmplemented and will be self assessed by the owner within lT. The lT Compliance team will
periodically spoi check various controls to ensure compliance.

,
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Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure.

High riskfindings require an auditee Managemenf Response coupled with a Target lmplementation Date for
remediation.

hiqh risk findino prior to official closure.

Moderate

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date
for remediation.

moderate risk findinq prior to official closure.

Requires minimal attention: no material financial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low risk findings do not require an auditee Managemenf Response nor a Target lmplementation Date for
remediation.
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Risks (Updated as of lT Service Provider Transition program closure)

NiSource lT Securitv April6,2018
ln Process

SOX and lT
Compliance Risk

Privileged Access Review (PAR) Ownership/implementation of the PAR process

needs to be established along with the necessary
tools for process automation needing to be
identified.
lmpacts the operation of six (5) lT SOX controls.

Logging Capabilities Log collection, analysis, remediation and archive
process need to be established with the
responsible lT vendor(s) to support lT SOX

controls execution.
lmpacts the operation of two (2) lT SOx
controls.

NiSource lT Security March t6,2Ot8
ln Process

Knowledge Transfer of "Production
Control Tasks"

Knowledge transfer tasks/activities for
Mainframe Production Control need to be
clarified, identified and owned in order to avoid
impacts to steady state lT SOX control operation.
lmpacts the operation of thirteen (13) lT SOX

controls.

NiSource lT

I nfrastructu re
March t6,2Ot8

ln Process

Tool and report readiness for lT SOX

control steady state
operation/su pport

Clarity of tools and reports readiness for steady
state lT SOX control operations.
lmpacts all twenty-three (23) applicable lT SOX

controls operated by Wipro.

NiSource lT Security March 16,2Ot8
ln Process
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NiSource Corporate Services Company Cost
Allocation Audit

April 16,2018

To: Jeff Gore, Controller, Corporate Accounting

From: Chris Marlatt, Lead InternalAuditor

Jaclyn Callahan, Manager lnternal Audit

Ryan Binkley, Director Internal Audit
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Executive Summary
Internal Audit performs an annual review of the accounting systems, source documents, allocation methods, and billing procedures used by NiSource
Corporate Services Company (NCSC) to allocate costs/expenses to the various subsidiary companies ("affiliates"), including the holding company.

The focus of the audit includes the following procedures:

. Determine that costs are fairly and equitably allocated to all subsidiary companies, including the holding company; and

. Verify procedures are in place to ensure that all costs have been allocated monthly and are accurately reflected in the FERC Form 60 Financial
Report.

Summary Conclusions:

Based on our audit results, the methods and procedures used to allocate costs/expenses and bill subsidiary companies, including the holding company,
are reasonable. Amounts reported as convenience and contract billing payments in the FERC Form 60 appear appropriate.

Note: there is an inherent risk related to the proper application of these methods by employees (i.e. manual application of billing pool codes to invoices
or timesheets).

This audit conforms with the International Standards for the Professional Practice of Internal Auditing. A summary, along with detailed observations,
have been provided to Corporate Accounting Management. Internal Audit would like to thank NCSC staff and management for their cooperation and
time in suppolt of this audit.

Background
. In February 2006, the Public Utility Holding Company Act (PUHCA) was repealed and replaced with the PUHCA of 2005. Prior to this date,

NiSource Corporate Services Company (NCSC) was required to obtain prior approvalfrom the Securities and Exchange Commission on new
allocation methods used to allocate costs and expenses. The PUHCA of 2005 is primarily a "books and records" statute and provides the Federal
Energy Regulatory Commission (FERC) with the authority over the books and records, the ability to prescribe standards, and gives access to the
books and records of the holding company to the public utility commissions, but only to the extent relevant to the costs of the subsidiaries.

. NCSC uses various allocation methods to assign expenses to companies (including the holding company), or groups of companies, to classify
and disclose expenses in the financial statements. Such allocation methods are defined in the service agreements ("agreements") between NCSC
and the affiliates. Affiliates are billed by NCSC via contract and convenience billings. Contract billings represent labor and expenses billed to an
affiliate. The allocation between affiliates is based on a billing pool which is a four digit code that identifies the company or company's benefiting
from the charge. Convenience billings are accommodation payments that are rendered when NCSC makes a payment to a vendor for goods or
seruices that are for the benefit of more than one or all affiliates, and can be made for an affiliate who may not have the means to wire money to
outside vendors. Each affiliate is billed monthly for their proportional share of the payments made in that respective month.
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Audit Scope and Approach
Internal Audit has completed a review of the accounting systems, source documents, allocation methods, and billing procedures used by NCSC to
af focate costs/expenses to the various subsidiary companies, including the holding company, for the period January 1,2017 through December 31,
2017.

Determine if allocation factors are updated regularly to reflect current statistical data to ensure that
NCSC charges are billed relative to current operations.

Verify contract and convenience billings are properly billed to atfiliates.

Verify holding company costs incurred are properly segregated and paid by the holding company.

Verify executive time allocation accurately reflects the companies benefiting from their services.

Verify costs charged by department are in accordance with the NCSC cost allocation guidelines.



Exhibit No. 13
Schedule No.4

Attachment A
Page 56 of 308

Report Distribution

CG: J. Hamrock
D.E. Brown
C.J. Hightman
M. Kempic
C.W. Levander
V. Sistovaris
P.A Vegas

S.K. Surface
M. Finissi
P.T. Disser

J.W. lttulpas

B.K. Archer
D.A. Creekmur
M.A. Huwar
H.A Mller
S.H. Bryant
T. L. Tucker
Deloitte & Touche, LLP
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Appendix A

Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud;significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure.

High risk findings require an auditee Management Response coupled with a Target lmplementation Date for
remediation.

hioh risk findino prior to official closure.

Moderate

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud;process/controldesign deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Management Response coupled with a Target lmplementation Date
for remediation.

moderate risk findino prior to official closure.

Requires minimal attention: no materialfinancial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low risk findings do not require an auditee Management Response nor a Target lmplementation Date for
remediation.



Corporate Credit Cards Expense Review & Analytics
(2017 Annual Period)

April 26,2018

To: D,J, Speas, Director Procurement Operations

J.N. Upper, Director Fleet

M.A. Napoli, Director Fin Bus App & Projects

From: L,E. Black, SeniorAuditor

J,M. Callahan, Manager Internal Audit

R.W. Binkley, Director Internal Audit
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In 2009, IntemalAudit began performing regular audits of employee expense transactions proc€ssed within the expense reporting system
to analyze trends in employee spending and aid in identifying instances of non-compliance. Beginning in 2018, InternalAudit incorporated
an analysis of the transactions from ALL spend which falls under the Nlsource Corporate Cards policy for the audit period of January 1,
2017 through Decembet 31 ,2017.

See the table below ior a summary of total spend and refer to Appendix B for a charl outlining the conditions for when to use each card:

Total Corporate Credit Card Spend $ 63.290.008 $ 58.030.259 $ 5.259.750 9%

' Employees who are not issued corpoEte credit cards or who incur out of pocket expenses may still incur legitimate reimbursable
business expenses. These expenses are submitted within the Myspend expense reporling system and are included in the Employee
Expense Cards total referenced above.

The focus ofthe audit includes the following procedures:

. Analyze expense reimbursement data to identify any unusual items and/or trends in spend and timely submission;

. Determine whether employee expenses are processed in accordance \,vith Corporate Policy and Internal Revenue Service (lRS)
guidelines; and

. Review the processes and controls associated with the overall use of all Employee Expense Cards, Purchasing Card, Fuel & Fleet
credit card purchases.

12.251.130



Executive Summary

Exhibit No. 13
Schedule No.4

Attachment A
Page 60 of 308

Summary Conclusions:

InternalAudit reviewed processes and communicated related audit findings related to Purchasing Cards as a result ofan audit completed
in 2017 (original report date of September 25, 2017). Additionally, InternalAudit began to align with the Procure to Pay (P2P) team, who
was u/orking toward clarirying the requirements forthe proper use of Nisource Corporate Cards (i.e. Purchasing Cards & Employee
Expense Cards). In 2018, the P2P team finalized the decision to move iorward with implementing a one card/one expense reporting
system and process.

As a resull of our current procedures, Inlernal Audit identified some minor exceptions to established policies and procedures which have
been communicated to Accounts Payable, Supply Chain, and the P2P team in the form of(1) Low Risk Finding which recommends that
the P2P team incorporate these audit results into their development offuture policies, controls and processes, including the clarification
on how to properly incur and request reimbursement for expenses related to charitable events and or contributions.

InlemalAudit will continue lo align with these teams throughoutthe planning and implementation ofthe P2P initiative.

NOTE: lntemal Audit no6d that expenses incured using Employee Expense and Purchasing Cards are subject to superuisor approval,
and superyisors are responsiue br pedorming m adequab review and ensuing expenses align with company policy. A supervisors
assgssment of th€ raasonableness of the expense in accotdanco with po cy is limited to the infqmation available for rcview.
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Emplov€€ Exoenso Coruorate Cards
Employee Expense cads (also referr€d to as American Expr€6s (Al\,lEX) cards) ar6 provid€d to gxempt employees to pay for appropriat€ Company
related expens€s and to c€rtain non-exompt emplo]€es who travel fr€qu€ntly on Company business. "Receipt Acknowledgemonb' ar€ required to be
signed by each emplo)€e, agreeing to theierms foiusing the A|\4EX cdrd. -

Card charges ar€ auto-fed into the Nisource expense reporting system and then processed by individual employees. For the period under audit, the
following expens€ reporting systems were utilLed by the Company:

. ERS, an lBlvl suppofted applioation, wag utilized for expenses pocessed from January '1, 2016 through January 25,2016.

. Concur Expense Solutions, also known as "Myspend", was used during the remainder of 2016 and through December 3l,2017.

Accounts Pavable Derforms ore.Davment audits on exoense r€oorts m€etino Droorammod criteria within lvlvsoend. Additionallv. MvSDend allows for
"Hard St - 

automatic w€b reipons€ ifa transactioi Aoe; not meet specific requidd briteria and will n-ot alloi/ th6 expense
report to red c{teria have been entered. Once expense reports are prooessed within the reporting system, payments are
remitted by Nisource.

ecrc!3glEs-ge4lc
re used a9 a payment method forsmall purchases (usually le6s than $1,000 per transaction) of materials, supplies, and certiain
lces. ln order to obtain a Purchasino Card. an emDlbvee rirust comolete an aoolication (which outllnes the intended use ofthe card)
I from thei. supervisor. Starting in 2016. ali new cirdholders are required to ddmpleta ah LMS training which oudines the informatioh
ndlx B.

Once exoenses are incurred. cardholders are resDonsibleior orovidina a monthlv Dacket ( includ ino matchinq receiots) to lheh suoervisols foraooroval
(evidenced via manual signature). Approved packets are thei sent to-a third party vendoi. 3SG. riho reviewi the facket for the following requireh
@mponenls:

- Packet cover with approver signatures that match employee's supe isor (as identmed on the Nisource Human Resourc€ file provided
to 3SG)

- Statement for month in question
- Receipts to match all transactions on statement

Once 3SG determines th€ number of transactions match the numberof receipts provided in the submitted packet, it is uploaded into OnBage, a soft^/are
which stores imaqes of the packet Daqes for 7 \€ars. lf 3SG tinds the cardholder failed to submit all the required comDohents. 3SG will notifu SuDDlv
Chain who is resionsible foi lollowing up with the employee. (3SG does not match the receipts to the transbctions onihe statement.)

owe ExDa,i€e and Purchasino Cards are auffectto suDeryisor aDoroval. and suoeryisors are rcsDonsible
; with (inpany policy. A sup6rvisor's assessi,enf of the rcason:ablet'F-ss of the expense in accoidance
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Fuel Cards
Fuelcards are u6ed to purchase fuelorvery limited vehicle-related expenses (e.9. a carwash, quart ofoil, or diesel additive). Fuelcards are rostricted
using the Merchant Category Code (MCC) to limit the types of purchases that can be made using the card. Cardg are assigned to a vehicle within a
Nisource company and must remain with the vehicle at all times. Each card is assigned a cost accounting code and changes to the code require
manag€ment approval.

In order to use a Fuelcard. an employee must sign the Nisource Automotive Resource Intemational (ARl) Wright Express Card Usor Agreement and
submit the form with manag€r approvalto the Nisource Credit Card Program Administrator. Employ€es are then assigned a unique PIN numberwhich
allo$/s purchases to be trac€d to the individual employee using a vehicle card.

ARI monitors spend forcompllance with Nisource policy and potentialfraud and will communicatewith the Fleet Administration team when transactions
need further review.

In addition to the controls outlined above, €xc€ption reporting is also available to supeNisors ol employeeg using Fuel cards. Each supervisor may
determine what criteria they wguld like to monitor rolated to fuelspend and the Fleet Administration team will communicate the results of the daily
exceptions to the supervisoF. Examples of exception reports are (but not limited to): cardholders with mor6 than 3 transactions per day, transactions
greater than $150, cardholders who made a purchase in gallons which exceeded the vehicle's tank capaclty, and a purchase of premium fuelwhen
vehicle callg for regular.

Fl6.t Cards
Fleet cards are notcredit cardg but they do contain ARI billing information which allow us€rs to make purchases at automotivo parts stores via a
purchas€ order process managed for Nisource byARl. Purchases under $50 don't require approval, however, any purchase over $50 is required to go
through an ARlappoval process. Cardholders ar6 instructed to only use the incidental card forsmall items (i.e. lights bulbs, oil, windshield wipers) as
way to be cost eff6ctiv6 and not use a garage for replacing the items.

Note: Cardholders who incur Fuel and Fleet (incidental) spend are not required to submit receipts or'process" expenses. ARI (Wright Express)
maintains the detail of all spend transactions and monitors spend on a daily basis.
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InternalAudit performed an audit of the processes and controls in place related to the use of Nisource Corporate Cards and other
employee expense reimbursements. The purpose ofthe audit is to assess overall compliance with the requirements of the Corporate
Credit Card policy and any other applicable policies ior lhe period January 1, 20'17 through December 31, 2017.

This audit conforms with the Intemational Standards for the Professional Prac{ice of Internal Auditing. A summary, along with detailed
observations, was provided lo Management. InternalAudit would like to thankAccounts Payable, Supply Chain, and Tax Management for
their cooperation and time in support ofthis audit.

Analyze a two-year period of corporate card expenses and examine historical spending
patterns to detect significant variations over time.

Refer to Appendix C.

Analyze the current audit period's corporate card expenses and determine whether
cardholder's submitted expenses timely for review, approval, and payment. No Findings Noted.

Analyze the current audit period's corporate card expenses to identify outliers, anomalies, or
potential fraud indicators. Refer to Objective 2 - Step 2.
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No Findings Noted.Review the procedures performed by Accounts Payable and Supply Chain to monitor spend
and/or periodically audit transactions incurred by cardholders.

Using a risk-based approach, review selected corporate card expense transactions identified
as paft of our analytic procedures in Step 3 of Objective 1 and evaluate their compliance with
Corporate Policies.

NOTE: Upon reviewing the controls and processes rn place to monitor Fuel and Fleet spend
and pertorming an independent analysis of the Fuel and Fleet transactions to identify potential
fraud indicators and/or significant outliers, lnternalAudit noted that additional sample testing
was not necessary fo assess the risk related to Fuel and Fleet transactions. As such, the
sample testing performed herein focused on transactions from Employee Expense Cards
(AMEX) and Purchasing Cards (P-CARD).

No Findings Noted.Review procedures followed to identify expenses incurred on behalf of the cardholder's spouse
and ensure proper treatment for tax purposes.

No Findings Noteci.
Verify that taxable travel has been identified and properly included in income as required by
IRS reporting requirements for employees with unique working arrangements, including travel
with the use of the Company-leased aircraft for compliance.
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Obs€rvation

9l!!9dg: Employee expenses are for a valid business purpose, are adequately supported and reviewed, and are in compliance with the
Corporate Credit Card Policy.

Condltlon:

Emptoy€€ F,qense Car.ts (AMEX):
As a result ofthe review of 85 transactions, InlernalAudit identified 4 minor deviations from the established policy requirements:

. (1) transaction (-$0.6K) was misclassified as "Tips/Gratuities'wh€n the expense was actually a "Hotel' expense within the Myspend
syatem; as a result, the required receipt documentation was not submitted.

. (l) transaction (-$3.6K) did not include the proper acclunting cod€ when entered into Myspend, impacting proper classification of
political action committee expenses.

. (l) transaction (-$0.8K) represented a charitable donation. The Corporate Credit Card Policy states "The Corporate employee
expense card may not be used ior materials, supplies, fleet expenses, charitable donations, software, or lT equipmenf.

. Additionally, InternalAudit identned one (1) employee consistently using a personal card for buslness expenses instead of the
company issued AMEX card. The Corporate Credit Card Policy states: 'All exempt employees that travel are required to use a
Corporate Employee Expense Card wherever the card is accepted for travel-related expenses'.
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Purehasing Card s (P-CARD) :
As a result ofthe review of 53 transactions, InternalAudit noted the following:. (18) selected transactions appeared to be Gifts (which should have been submitted through Myspend to ensure proper trcatment ior

tax purposes) and/or Charitable Contdbutions (which are not curently an allowable expense on a Corporate Card according to
Appendlx B.)

. (4) selected transactions did not have the required manual expense packets submitted by the date of Internal Audit's testing.

. (8) selected transac{ions lacked detail within the receipt documentation to allow Internal Audit to conclude on the business purpose.

. (22) selected transactions were incurred using the wrong corporate credil card according to Appendix B, resulting in required
information not being captured to support established tax assessment and income reporting processes.

B!g!hEgg!: Expenses may not be properly classified or coded foraccounting purposes to ensure accurate reporting and evaluation by
established tax assessment and income reporting processes.

Recomm6ndation:

Employee Expense Cards and Purchaslng Cards:
Internal Audit noted that Manag€ment has formed a P2P team which is cunently working to develop enhancements to lh€ Purchasing
Card process and r€lated impacts to the Employee Expense process. As of the date ofthis report, a decision has been made to move to a
'one card soluilon", effectively merging the Purchasing Card and the Employee Expense Card. Intemal Audit recommends that the PzP
team incorporate these audit results into their development of future policies, conlrols and processes, including the clarification on how to
properly incur and request reimbursemenl for expenses related to charitable events and or contributions.
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Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure.

High risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date for
remediation.

high risk findinq prior to official closure.

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date
for remediation.

moderate risk finding prior to official closure.

Moderate

Requires minimal attention: no material financial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low risk findings do not require an auditee Managemenf Response nor a Target lmplementation Date for
remediation.
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Overall total Purchasing Card spending
decreased -6% from 2016 to 2017. The total
number of employees submitting expenses
increased by less than - 1% during 2017
(2,034 - 2,036).

Purchasing Cards
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Fuel Card

NiSource Fuel Card and Fleet Gard Expenses
2016-2017
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employees submitting expenses increased by - 8o/o
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AMEX vs P-CARD Spend
Trend by Month
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2Ot7 I2OLG Nisource MySpend Categories
.2017

r 2016
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General Data Observations:

Hotels, Meals and Air Transportation accounted for 68% of the spend in 2017.

. Hotels - Increased by - 6,578 transactions when compared to 2016

. Meals - Increased by - 22,822 transactions when compared to 2016

. Air Transportation - Increased by - 4,911 transactions when compared to 2016

. Ground Transportation - Increased by -13,817 transactions when compared to the number of transactions in 2016

NOTE: "Conference Room Rental" expenses are included in the "Other" category for 2016 & 2017 .
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Total "Gift" MySpend Expenses Gategory 2016-2017

NOTE: New Expense Descriptions were created during 2017 to provide further clarity on the type of gift purchased and related tax
implications. As a result, a comparison to 2016 spend by expense description is not meaningful.

Berearement - Flowers/Food
Employee - Flowers
Employee - Gift Card/Certificate
Employee - Merchandise
Employee - Retirement
Employee - Retirement Gift Card/Certificate
Employee - Retirement Merchandise
Non Employees
Retirement - Merchandise
Safety Awards - Taxable
Safetv Awards Non Taxable

28,833
17,017
89,378

1 96,169
2,131
5,520
8,423

40,585
2,298

16,884
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2016 vs 20',7 MySpend Mileage Submissions

a2OL7 - Mileage

a 2016 - Mileage

* The Vehicle Policy states "An employee is eligible to be assigned a passenger type Company vehicle if the position requires that the
employee travel in excess of 12,000 business miles on an annual basis or if the employee's job duties make the use of a personal vehicle
unreasonable'. InternalAudit provided a list of the (41) employees noted above who submitted more than 12,000 miles to Fleet
Management to determine eligibility for a fleet vehicle. Fleet Management noted that there are plans to increase the mileage threshold to
14,000 miles, which would result in 20 employees during 2017 exceeding the new proposed limit.

Total number of Employees



NGD Gapital Gost Data Analysis

June 6,2018

To: Ed Kendall- VP Capital Planning & Controls
Bob Kitchell - VP Projects & Gonstruction, Gas
Scott Kelly - VP Supply Chain

From: M.R. Easterday, Lead Auditor - Capital & Construction Audits

A.J. Patel, Manager - Gapital & Construction Audits

R.W. Binkley, Director - InternalAudit
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Throughout th€ course of our audit wo*, Inbmal Audit inbracts with various datasets mainhined by the company. Inbrnal Audit noH the eaao of
acc€ss and the granular le\,/el ofdetail malnbined for $brk performed by NGD contracbrs in the WMS sygtem lends this segment to be suited ior dab
6)$loration. Based on our prevlous expedence, InternalAudit identified three (3) parameters avsilable in COGNOS data sets to be evaluated for
pot€ntlal outliers (excess spend opportunity). By identifying and resolving these outliers (as described in the thre6 data sets below) Nisource could
potentially realize fufure cost savings and more efiicient management of spend. Our revielv is consultadve In nature and we realize that there could be
potentlal .false positives'in our dala analyais given various limitations ofdeiall captured by our s)rstem6. We look to work with Supply Chain and Capltal
Program Managementas Organizational Project Management (OPM) Siandards are revis€d and disseminated as wellas in conjunction with on-golng
Customer Value initiatives to help find an opportunity b discover better wgt/s to msnage our conlracts and contractorE to find cost saving opportunltles.
Below, we have outlined our analysis and on the slides follo!!,ing, hlghllghted these potential cost saving opportunities.

caa Main trtultafion lr.ta Surnm.ry An lyts/s:

N€gotiat€d rates for Gas Main installslion a€ unhue to each contraotor but oftBn inolude liered pricing that decreases per line€r foot as the scope of th€
work incrsas€s (i.e. economles of scale.) Inbmal Audit idenlified 116 Project lDs out of 4,135 (2.8%) wlth llnear footage quantities inconsisbnt wih th€
negotiated rab. Potentially, a totalof 283K unlts oltt of6.5M units (4.3%) could have been paid for at a |ate sllgMy hlgher than should have been paid,
Howgl/er, wlthout further inquiry inio aact case, a precise eror rate can not be kno\'vn. Io determhe dn e&imatdd amount df pdentbl savhus, lntenal
Audit sanpled 10 exceptions dJt of {E 116 identifred by ou andysls and ddtemlned -$0.9 Mi ion in pot€ntial ovwawenE; because edch exccptbn
would need to be investigated individua y to determine actual overyayment, we made a sample to Novide a pe'speclive for nanagement's potential
fufther investigetbn and consideration for ftrture aontactor managenen[

R@|p,/"tlon lrab Summary Anawa:
Rates for Resbration by square footage 16 negotated similarly to Gas Mains in that they often included tlered prlclng due to economies of scal€. Intemal
Audit found &51 items on 824 Job Order8 out of 157K btal Job OrdeF with ltem quantities above the upper limit of the described range. Potentlally, a
total of 21 9K units out €of 40.3M units (<1 %) could have bsen pait for at a rat6 Blighdy higher than 6hould halre b€€n paid. Without tudher inqulry Inb
each case, a preciso enoa rats can not b€ known. To determine an esli''atod dnomt of potential savings, lntemal Audit samded 10 exceptio/l,e otrt of
the 851 idet tifred by our analysis and ddetmined -fu2 Milli@ h ,o'.ent16l over@Wents; because aach ex.edion would need to be invedigdbd
indlvdua yto detemine actual areeayment we mde a sample to provide a perspective fq nanqement's potential tu her inve&t$tion and
aonsldefttion fq fu ne c!,ntac:br menagement.

Per Di€,ns D€ta Summary An.tysk.

P€r Dlem rsles are a general part of prico and compensalion negotiations with contrac-to6. Internal Audit bonchmarked Per Diem rates paid against US
c€n€ral SeNices Administration (GSA) rat€8. Int€rnal Audit idontm€d 48K inEtancas (63%) where the Per Diem rat€ charged was in excess of th€
combln6d standard GSA rat6 for M€als & Incidental Expens€s and Lodging. Fudhermoro, such occur€nc€b appearto b6 mostly attributable b one
confacior, Efk Energy Servic€s, LLC. Through ou rcview, lntenal Audit ll€s determined that for the ttuee War pedod revievred, had we paid
cgnbactors at the standads GSA fafes, Nisource cruld have saved an estin'€ted -$1,2 Mi i@,

Soe rexl ltree (3, srrdes of fttrther d|Ecusalon of {re aboye bplcs and also rder b the Appendlx (or mde d.aitd dasctiptions of
procdures and rcsufta.
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CC: J. Hamrock
D.E. Brown
M.J. Finissi

C.J. Hightman
M. Kempic
C.W. Levander
V. Sistovaris
P.A. Vegas

S.K. Surface
P.T. Disser
T.A. Dehring
T.J. Tokish

R.V. Mooney

S. Anderson
S. Diener
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Topic SIide Numb€r

Background and Summary Procedurcs ............. ....................................8

Gas Main Installation Data Analysis.... .....................11

Determine if the apprcpiate rate was used based on the negotiated f@tage range and the unit quantity of

Detemine if crew rates werc used when called for by the Sevice Authorization........................................13

Restoration

Detemine if the apprcpiate rate was used based on the negotiated footage range and the unit quanw of

Per Diem

Compare Per Diem za,tes charged to the U.S. Gelera, Seruices Administration sfafed rafes......... ..,..........17

COGNOS Report Title, Query Criteria and Report Field Listing ............... ......................19
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Throughoutthe course ofour audit work, IntemalAudit interac-ts with various datasets maintained by the company. Some datasets
contain more detailed information than others, some are specific to company segment, and some ar€ €asier to accesa than oth€G. The
Capital & Construction group within Internal Audit primarily psrforms revlews of conatructlon contraciors which Involves obtaining and
reviewing billing and payment data. The datasets for such payments are split between company segments and are ln brief:

NGD: l4MS - Payments are made to contractors using the reverse billing process. Field personnel observe completed units, record
them into DPRS, and administrative staff enter unils completed into WMS which prompts payment to contrac{ors. Level of detail:
Units of ll€m Numb€rs, by DPR dat€. This data can be accessed by Intemal Audltors using COGNOS at any tlme with no outside
assistance.

NIPSCO: lt APPS - Payment are made to @ntractors using a traditional three-way match process. Invoices are received, reviewed
by cost anallrsts who coordlnate wlth fleld personnel to detemine if ac-livilies or amounts billEd repr€senl seMcas or ben€fits
receiv€d. Account coding is applied to invoiced amounts at the NOE level and prccessed for payment in MAPPS. This data can be
accessed by NIPSCO AP personnel only who run queries on request based on vendor, PO, date Enge, or other.

Intemal Audit noied the ease of access and the granular level of detail maintained for work performed by NGD contractors in the WMS
syslem lends thls segment and uork to be better suited for data exploration than NIPSCO data. Intemal Audit used COGNOS to
do$,nload contractor paymenl information using th€ Contract Unitrs Cost Per ltem With Details and Acct Proj fr repo for calendar y€ars
2015,20'16 and 2017. (See slide 19 for report query criteria and field listing.) Then, using lhis data Int€mal Audit conduct limited
procedures to identify anomali€s in contractual ratss paid ior three malor categories of item numbers. Such procedures included lhe
following;

. Review Gas Main installation unit rates which were negotiated for a prescribed length or area and determine ff
apwpriate rates were applied on each Wject or job order.

. Review Restoration unit rates which were negotiated tu a prescribed length or area and determine if appropriate
rates were applied on each Wjecl or job uder.

. Review Per Diem rates charged and identify outliers as compared to US Genenl Seruices Administration rates.
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ln order to identify anomalies in the data found in CoGNoS, it is important to
understand the parameters on which the unit rates are agreed. In most Service
Authorizations, an exhibit titled "Bid Unit Descriptions" is included using
standardized language describing the nature of work included for each subset
of item numbers (see below). while the item numbers and descriptions used
are relatively consistent across all SA's, each SA will have a unique "price
Matrix" which lists the unit price assigned to all items negotiated by the
contractor (see next slide).

01 - NEW NIArN INSI'ALLATION - PT,ASTIC (OU, KY, PA, MDo VA)

This itern includes the installation of new gas distribution mains. This item includes all excavatiou and baokfilling, incidental
flagging, sloping, shoring up to 10 feet, supervision, labor, equipment, and miscellaneous zupplies not otl'rerwise provided. This

item also includes:

Lining up, fusing of plastic pipe, cuttiug of pipe, installation of warning tape and locating wire along with the laying of plastic
pipe. The welding/fusing of any end caps, purge points or pressure verification fittings as well as the installation of plastic valves
up to and including 4". Laying and lowering of the pipelir:e including minor stleam clossiugs (defined as crossings that can be

made rvith normal trenching equipment). Air test and interior cleaning (pigging) and purging of the pipeline,

Steel pipe installed as a transition to plastic pipe up to 10 feet in length shall be paid as plastic pipe. When steel pipe is installed,
cleaning, prirning, coating and wlapping pel manufacturer's qpecifieations of all bare joints, holidays and darnaged coating shall be

included. This item includes the installation of auodes and test stations when required.

The unit of measure will be paid according to the installation type, length, and method specified by Owner's Authorized
Representative. The project total length shall be used to deternrine the unit price paid for each size of pipe iustalled.

The only extras that will be considered will be erosion seeding, boring, rock excavation, hard surface removal aud restoration,
special backfill, extra depth, frost cutting and sod installation, where applicable, and those will be paid according to prices as

established elsewhere in the Contract,

01- 09 -GAS MAIN (ontv) ITEMS

01 * New Main -Plastic
02 - New Main - Established Area - Plastic
03 - Replace Main - Plastic
05 - New Main - BuilderDig & Backfill
07 - New Mairr- Steel
09 - Replace Main - Steel
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A common provision Included in boil€plate bid unit descdptions addr€sses how to determin€ the unit price to b€ paid. This language Is
commonly: "Ihe pruiec, total length shdl he usod to determine the unft Nce paid for each stze of pipe instatled,'This ranguage appears
to b€ Included forall contractors whether or not the scope of th€ SA ls fora speciflc project or ifth€ SA ls Intended to cov€r blanket Job
Order u/ork. Therefor€, it ls lmportant to inlerpret the tErm 'prolecf properly in order to evaluate which price should haw been Daid.
Throughout our analysis, IntemalAudit Interpr€ted "prolect'to be at the Job Order level. Thls is the most conservative inlerDr€tation ofthe
provlslon and could yield many more exceptions lfthe analysls was performed by summarizing units at the Project_lD leveL

For Gas Main installation and most resloration items, lhese rates are negotlated on a linear foot Increment and include progressively
lower rates ior longel footage proi€cts (concunenl with economies of scale and leas mobilizatlon as a percentage of the work periormed).
Per Diems are a flatdaily rate any may be ior Lodging, Meals & Entertainment, or both in a comblned rate. See belou

Item No.

0r-225
Description

NEW MN.501-1000'
UOM
LF

2015 Price
7,41

01-230 NEW MN"l001-3500' LF 6.88

0r-23s NE\M MN.>3500' LF 6.35

0r-354 NEW MN,50l-1000' LF 8.46

0r-364 NEW MN.1001-3500' LF 7.94

0l-374 NEW MN.>3500' LF 7,4r
0I-625 NEW MN.501-1000' LF 11.64

01-630 NEW MN.1001-3500' LF 11.11

01-63s NEW MN.>3500' LF 10.s8

01-825 NEW MN.501-1000' LF t3.76
01-830 NE'W MN.1001-3500' LF 13,23

01-835 NEW MN.>3500' LF 12,70

02-225 NEW MN.ESTAB.50l - 1 000' LF 7,94

02-230 NE\V MN.ESTAB. 1 OO 1 -3 5OO' LF 7.41

02-235 NEW MN"ESTAB.>3500' LF 6.88
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Gas Main Installation Data Analysis (continued)

Contractor Name

Linear Feet

Over Footage Total Linear

Threshold Feet in Error

AB
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Error Yo

=BlC

Total Linear

Feet Paid

c

The table at right depicts a listing of
contractors, Gas Main Install
footages, and possible error rates.
These footages are not all inclusive
and are the summation of units data
downloaded from COGNOS for
calendar years 2015,2016, and
2017. Most likely these figures do not
represent the exact gas main footage
installed during these periods as
these records are for footage paid
through WMS only. Mains may be
installed using hourly crew rates
which are not captured in this data
and may be paid for through other
systems (such as Catalyst) and
completely outside of the dataset
reviewed.

Note: "Other Contractors without
errors (9)" is included to highlight the
pervasiveness of the inconsistencies
identified in the analysis.

BANKS GAS SERVICES INC

M O'HERRON COMPANY

MILLER PIPELINE CORP

MID.OHIO PIPELINE CO INC

WILLBROS T AND D SERVICES

MEARS CONSTRUCTION LLC

I N F RASO U RCE CO N STRU Cfl O N LLC

CURLING W E INC

PRECISION PIPELINE LLC

iALLEGHENY CONTRACTI NG LLC

,RH WHITE CONSTRUCTION CO INC

N P L CO N STRU Cfl O N CO M P AN Y

HUGHES, C J CONSTRUCTION CO

STANLEY PIPELINE INC

RILEY BROTHERS ASPHALT INC

: Kl NSLEY CONSTRUCTION I NC

ROBERTJ DEVEREAUXCORP

FEENEY BROTHERS EXCAVATION LL

FISHEL COMPANY

RLA INVESTMENTS INC

, Other Contractors without errors (9)

29r
8,656

27,898
20,863

tpgt
592

73,739

628

26

822

2,tst
3,427

591

138

1,103

1,3L0

372

165

1,591

593

0

1,79r
32,656

7(np98
30,863

5,981

4,592

26,639
5,628

1,026

9,322

5,151

29,427
5,091

2,639

2,103

6,310

4,872

2,L65

5,581

1,093

0

L3,299

360,540

7,tuL,706
467,007

92,233

96,656

609,779

L40,723

26,O54

245,r27

158,890

7,025,879

209,089

!23,OO4

100,589

304,337

278,372

I42,579
387,236

94,446

203,612

L3.5%

9.L%

7.0%

6.7%

6.5%

4.8%

4.4%

4.0%

3.9%

3.8%

3.2%

2.9%

2.4%

2.r%

2.r%

2.1%

L.8%

L.5%

t.4%
r.2%

0.0%

TOTALS 80,327 283,327 6,5r4,437 4.3%
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Total Project Linear Feet

QuantitY

Count of
Project lDs

<0.00

0.00 - 39.99

40.00 - 79.99

80.00 - 119.99 3.0%

2.5%

1.7%

82.4%

t
256

r69
126

103

0.0%

6.2%

4.t%\

120.00 - 159.99

160.00 - 200.00

All other Projects
l

72

3,408

100.0-791TOTALSI 4,L35
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Restoration Data Analysis (continued)

The table at right depicts a listing of
Restoration ltem descriptions with quantities
over footage thresholds summarized by Job
Order.

For example: "4-lN CONC SIDEWALK 0-
200SF" had 109 Job Orders that included this
item totaling a quantity more than 200 square
feet for the Job Order number. The total
quantity of all 109 instances where this
occurred was 59,191 square feet units
charged.

These footages are not all inclusive and are
the summation of units data downloaded from
COGNOS for calendar years 2015,2016, and
2017. Most likely these figures do not
represent exact restoration completed during
these periods as these records are for square
footage paid through WMS only. Restoration
may also be completed using hourly crew
rates which are not captured in this data and
may be paid for through other systems (such
as Catalyst) and completely outside of the
dataset reviewed.

Item Description
TotalUnits in

Error
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Count of JOs

I with Errors i

ITPSL RKE MLCH N SEED 51-5OOSF

,lOaU AND SEED LT 6 SY

SOI L,RAKE,MU LCH,SEED 1-5OSF

rSOIL RAKE MULCH SEED O-2OOSF

i ASPL REP<45SF2. 5" BASE 1.5"CAp

. ASPLT RE P,MI N CHRG,<45SF

. ASP,GR N D,301- IOOOSY,1. 5 I CAP

I 
ASP,GI N D, l-OO-L: 3o-oOSYI L. 5 | CP

i BACKFT LLIFLASHFTLL <3 CY

iASPH CURB ONLY ROLLED O-SOLF

ICONCRETE.cURB ONLY 0-5O LF

]c-una AND GUTTER o--so LF

r4-lN CONC SIDEWAIK O-2OOSF

i5 lN CONC SIDEWALK o-2OO SF

]nsennr-r:4 rNcH o-zoo sr

IASPHALT: q"lNCH O,2OO SF

iASPHALT - 8 INCH O-2OO SF

i5.1-25 SY

;CONCRETE 
-4INCH 0--200 SF

lcoNcRETE - 6 tNCH 0-200 SF

lcoNcRETE - 8 tNCH 0-200 SF

icoNcRETE: 10:tNCH O:2OO SF
je tru crucnr4 rN ASPH o-2oosF
iASPH MIL OVRLY 1.5IN O-3OO SY

rASP 3O1-6OOSY

ASP O1-1oOOSY

IASP 3OOSY

ASP MILL-OVLY 2IN 601.-].OOOSY

558
182
90

40,559
'J,L,529

248
2,975
5,40L

242
2,O35

4,375
s98 ,

59,191
3!,175
18,788
LO,8t4
I,594
7,773
2,205
7,O97

270
794
336

9,103
3,939
3,229

30s
t,o71,

1

10

7

95
1_50

3

2

t
3

24
32

8
109

83
52

32

5

204
7

4
7

3

t
12

4
2

L

TOTALl 2L9,464



Per Diem Data Analysis

InternalAudit utilized ACL to compare Per Diem rates paid against the
applicable standard GSA rate. InternalAudit's analysis made
adjustments for new rates effective October 1 of each year and while
"City'information maintained in WMS did not directly correlate to the
municipalities for which the GSA established specific rates, Internal
Audit was able to consider instances where the WMS field for location
indicated cleady as relating to Columbus or Pittsburgh and use the
applicable municipality rates in those instances.

Based on the analysis performed, InternalAudit identified 48K
instances (63%) where the Per Diem rate charged was in excess of the
GSA rate. This figure likely contains some degree of false positives as
better alignment with WMS location and GSA municipalities could
impact the number of exceptions, however it is apparent that there
exists, at a not insignificant level, instances where Per Diems are
agreed to in excess of the GSA rate. The next slide shows maximum
and minimum Per Diem rates paid by year and by state for the NGD
footprint. All states had Per Diems charged in excess of the standard
GSA Rate.

Further Possible Procedures
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Total Units

Contractor Name

, overGSA l

i Standard r

irlr erueneY sERVtcES, LLc i 42,929

lurtrrvrEcHNoLoGtES INTL tNc i 2,282 |iuffLlfYftuHNULUblEsll\lLll\L i 2,26z\
r. .. ..... -'l - r

lrupl consrRucloN coMPANY 1,536 ,

lperuruorut AssocrATEs tNc I 953 I

UTILITY SERVICES GROUP INC 504

TRECONN HOLDINGS LLC 119f\ErerlrtI lI I tvLyr rrvJ LLv

i 1.13i
lRll Other Per Diems Paid (under GSA Standard) I 28,655 

I

i roTAL 77.090 ',

I "." " "".:...:- 
-:."::1 "" .'.-..1-.--.-.. .i

1. Review outlier contracts: Upon identifying the most egregious Per Diem rates agreed to, obtain related SA's to validate the
amounts. Further, perform inquiries with managementto determine the propriety of agreed upon Per Diems.



Per Diem Analysis (continued)

Minimum Maximum
Unit Cost Unit Cost ,

AiB

GSA Std

ME&I
c

GSA Std

Lodging
DState
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GSA Std

Full Rote Over/(Under)
E=C+D =B-E

Totalunit
Quantity TotalUnitCost

L,337 S 125,336

1,580 5 157,057

2,379 5 272,762

42
(101

25

45 5 83 5 12e $
s7 5 8e 5 740 S

s7 5 e7 S 742 S

s 3ss
s 40s
s 40s

KY

KY

KY

L7r 5
130 5
167 5

2015

2016
20L7

42

t2
13

MA

MA

MA

20L5

2076

2017

r7r 5
tsz 5
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Location: <blank>

Date Range: Between Jan 1 ,2015 and Dec 31 ,2017
Contract No: <b/ank>

Vendor: <blank>

Item Number: <as appropriate>

Job Type: <blank>

The resulting report contains the following fields which can be used for analysis:
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June 26,2018

To: Michael Banas, Director of Communications

From: Tanya Muvceski, Senior IntemalAuditor
Sal Alshuqairi, Manager of lnternal Audit
Lin Koh. Director of Internal Audit

InternalAudit
ProfeEslonali6m. Integrity r 961s69u11t

lntemalAudit performed Agreed Upon Procedures (AUP) associated with NiSource's2017Integrated
Sustainability Report. The Report includes information related to NiSource's financial and Environmental,
Safety and Governance (ESG) such as environmental, safety, customers, and employee diversity data.

The objective of the AUP was to ensure that the sustainability information listed in the Report and
supplemental sustainability information was consistent with the supporting schedules as well as reviewing
the mathematical accuracy of the various schedules. Additionally, Internal Audit has obtained an
understanding of the scope of the Verification Statements provided by Trinity Consultants and Jacobs
hired by NiSource. Trinity Consultants verified the environmental data for accuracy and Jacobs verified
the lntegrated Report, GRI table, scorecard, and supplemental sustainability data for completeness
against the GRI guidelines.

Summarv of Observations
While we were able to obtain supporting schedules and agree the data covered in the scope to the
information issued, there were a few instances where the information did not agree to the supporting
schedules. Additionally, we noted some instances where management support consisted only of emails
and manually attached spreadsheets rather than original source data.

Conclusion and Process lmorovements Recommendation:
While no significant issues were identified during our work, Intemal Audit noted the following opportunities
for improvement:

1. Obtaining and maintaining adequate supporting documentation, including source data, for
example, application queries or other source reports.

Manaoement Response: For non-environmental data, management conversations are in
progress with Financial Planning to build sustainability-related data collection into their
quarterly/annual process. Financial Planning was already collecting much of the same information
for different purposes. A plan to further improve environmental data integrity, the team is
beginning to increase usage of a database developed specifically for this purpose.

2. Creating a central repository for Sustainability information, where it can be shared, updated, and
analyzed by users involved in the reporting process.

Manaqement Response: See above response.

3. Including a disclosure statement on Supplemental Sustainability data published on the NiSource
website indicating that the information listed is currently under review and is subject to change,
based on management or independent third party review.

Manaqement Response: lmmediately upon this recommendation, management has revised the
document to accurately reflect the status of the independent third-party review.



Exhibit No. 13
Schedule No.4

Attachment A
Page 96 of 308

4. Consider the timing of the verification work provided by third party consultants to ensure that the
majority of their work is completed, including Verification Statements, prior to issuing/posting the
environmental information.

Manaqement Response: Management plans to begin discussions with vendor and build this into
the scope of work for 2019 with the intent not to publish any detailed data (supplemental
materials) until after the information is verified.

cc: Peter Disser, Carl Levander, Julie Stephenson, Kelly Carmichael, Mark Downing, Greg
Shoemaker, Lin Koh, SalAlshuqairi, Tanya Muvceski



Transmission Integrity Management
Program (TIMP)- NiSource

July 6, 2018

To: Robert Mooney, VP of Gas Engineering and Pipeline Safety

From: Natalie Ladd, Lead InternalAuditor

Chris Marlatt, Lead Internal Auditor

Sal Alshuqairi, Manager of Internal Audit

Lin Koh, Director of InternalAudit
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InternalAudit performed an evaluation over certain key elements ofthe gas Transmission Integrity Management Plan (TIMP) at Nisource
and the adherence lo Pipeline and Hazardous Materials and Safety Administration (PHMSA) regulation 49 CFR 192, Subpart O. The
audit focused on the risk assessment process to identily potential threats to the integrity ofgas transmisslon pipelines, the remediation
and mitigation efforts taken to address identified potential threats, and the overall governance and oversight structures in place lo execute
and monitorthe TIMP program. Based on our review, the following findings were noted:

Low Risk Findings:

. Processes for executing TIMP, including HCA identification methods, annual pipeline inspections, and the risk models, are nol
consistently applied across Nisource (Slide 6).

. While NIPSCO and the Columbia Companles perform an annual risk assessmenl with their respective models, as required by federal
regulations, there is no formal process lo document the conclusions for how the dsk model resulis are applied within the TIMP plan,
like the prioritization of integrity assessments and decisions for preventative and mitigative measures (Slide 7).

This audit conforms to the International Standards forthe Professional Practice of Internal Auditing. A summary, along with detailed
observations, has been pDvided. lAwould like to thank Pipeline Asset Integrity staffand management for their cooperation and time in
support of this audit.
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Federal Regulations

Pipeline Integrity is central to ensuring public safety for pipeline operators. A formalized approach to gas pipeline integrity
programs was initiated by the American Society of Mechanical Engineers (ASME) 831.8S "Managing System Integrity of Gas
Pipelines in 2001. PHMSA's Office of Pipeline Safety (OPS) established regulations requiring a formal gas pipeline integrity
program under 49 CFR Part 192, Subpart O ("The Regulation") as required by the Pipeline Safety lmprovement Act of 2002. The
Regulation makes gas transmission pipeline operators develop an Integrity Management Program with key program elements for
continually monitoring and assessing pipeline integrity in order to reduce the likelihood and consequence of incidents.

Integrity management requires pipeline operators to identify transmission pipelines located within high consequence areas (HCAs)
where significant damage to people and property could occur in the event of a pipeline failure. HCAs are defined using two
acceptable methods. Method 1 uses a combination of potential impact radius and class locations (1-4)where Class 1 locations are
more rural and Class 4 locations are more urban. Method 2 defines HCAs as an area with a potential impact circle containing 20
or more buildings or an identified site (as defined through federal regulations). Pipeline operators must annually reassess HCAs
and potential threats to identify any changes.

Through the integrated evaluation of pipeline data and information, pipeline operators perform an annual risk assessment to
identify the nature and location of risks along a pipeline and facilitate decision making. Potential threats for a pipeline are
determined through data and information gathering that includes information on the operation, maintenance, design, operating
history, and also includes conditions or actions that affect defect growth or reduce pipeline properties. The Regulation leaves the
risk assessment approach up to the pipeline operator. At NiSource, risk assessment methodologies are used in conjunction with
subject matter experts (SMEs) that regularly review the data input, assumptions, and results of risk assessments.

Based on priorities determined through risk assessment, all HCAs are then incorporated into an integrity assessment plan that
ensures integrity assessments (direct assessment, in line inspection, pressure testing) are performed in accordance with The
Regulation. Each new HCA is required to have a baseline (initial) assessment performed within ten (10) years of the HCA
determination date, with reassessment every seven (7)years. An annual assessment plan is created to determine the scheduled
direct assessments to be performed in a given year.

Planned responses, which include prevention and mitigation activities, to assessment results are then developed by the pipeline
operator. The Regulation leaves the specific prevention and mitigation responses and timeframes up to the pipeline operator.

The Regulation has other program elements, such as quality assurance, record keeping, and management of change, but these
elements are out of scope for this audit.
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NiSource
NiSource operates nearly 1,000 miles of transmission pipe across the seven (7) NiSource states, with the majority of miles in
Indiana. Refer to the breakdown of transmission miles (including HCA and Non-HCA miles) through 2017 below.

NiSource Transmission

r Non-HCA Miles I HCA Miles

NiSource implemented Transmission Integrity Management Program (TIMP) plans in each of the states since the final ruling was
issued in 2002. Effective March 31,2018, NiSource created a unified TIMP plan that combines the separate state plans into one
company plan with unified documentation requirements. Each of the program elements from the Regulation are detailed within this
NiSource TIMP plan. NiSource uses two different risk models within TIMP with the Columbia Companies using the Kiefner model
and NIPSCO using the Drivers, Resistors, Indicators, Preventers (DRIP) model.

On March 5,2018, a Notice of lnvestigation was issued by the Virginia State Commission listing six probable violations pertaining
to technical process application, recordkeeping, and integrating the nine categories of possible threats into the risk assessment
process. On February 9,2017, a Notice of Areas of Concern was issued by the Indiana Utility Regulatory Commission listing three
areas pertaining to documentation, the coordination of information, and recordkeeping.
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Obseryation
gdtslE: TIMP is consistently applied acrcss the Nisourc€ tansmission 6ystem.

Condition: Processes for exocuting TIMP, including HCA identificadon methods, annual pip€line insp€ctions, and the risk model6, are not consist€ntly
applied across Nisouace.

BiglllEpgg!: Inconsiatent proc€ss€6 may cEate inefiiclencies withln TIMP erecutlon.

Recommendation
Managem€nt ahould determine if there should be pretened HCA identmcation method, annual inspection, and Risk Assessment methods and if it should
be clngist€ntly appli€d acrosa Nisource.
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Risk Rating

Obseryation

Cllts4g: The ,isk mod€l should permit a risk ranking and 'dentificatlon of speclflc hreab that leads b lhe identlfcation of integrlty assessmont and/or
preventalit € and mitigqting options.

ggDl!!l!g: The rlsk model resultg sre not clearly llnked to the prioritization ot int€grity ass€ssments and pr€v€ntiative and mitigating action6.

B!tbhD!q!: Intag.ity ass€ssm6nta and preventative/mitigadng uiork may not €fr€ctiv€ly address s€ctions of tranamission pipe with th6 higheEt pipeline
saiety risk.

Recommendation

lvlanagement should consid€r cr€ating a proc€as to formally documentthe concluslons for how the risk model resulb are applisd within th6 TIMP plan,
like the prioritiz.tion of integdty assessments and d€cisions for pfeventative and mltlgating measures. The documentation ot d€cisions will aid in the
Nisource adoption of ths Safety Manag€ment S)/Btem (SMS).

Manaqement Response

Not required for low risk findings.
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CC: J. Hamrock

D. E. Brown

C. J. Hightman

M. Kempic

C. W. Levander

V. Sistovaris

P. A. Vegas

S. K. Surface

M. Finissi

S. Anderson

D. A. Monte

C. Kanoy

P. T. Disser

T. L. Tucker

M. Downing

G. Shoemaker

Deloitte & Touche
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Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure.

High riskfindings require an auditee Managemenf Response coupled with a Target Implementation Date for
remediation.

high risk findinq prior to official closure.

Moderate

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date
for remediation.

moderate risk finding prior to official closure.

Requires minimal attention: no material financial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low riskfindings do not require an auditee Managemenf Response nor a Target lmplementation Date for
remediation.



2017 NiSource Political Gontributions

July 6, 2018

To: Charles Mannix, VP Tax Service

Rebecca Sczudlo, VP Federal Government Affairs

From: Tanya Muvceski, lnternalAudit Senior

Sal Alshuqairi, Manager of Internal Audit

Lin Koh, Director of lnternalAudit

ffifffuutup"
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IntemalAudit perfomed an evaluatlon over the polttlcal contributions process at Nlsource pursuantto the Board Policy on Political
Spending. The review included an assessment ofwhether effeclive conirols exist to ensure that political contrlbutlons and lobbying
expenses are properly identifi€d, coded and reported in accodance wlth cunent pollcles and regulalory r€quirements.

The following process improvement opportunities \,r€re identr'fied during our review:

. While th€re are formal wrilten policies and proc€dures, ws recommend, as a procass improvement, adding a supplemenial step-by-
step procedures that identifythe key supporting documents and the steps for the Annual Political Spendlng Report process and
establishing guidelines for retaining such documentalion.

. Internal Audit noted inconsistEncy with the r€porl€d proc€ss r€latEd io organizations where individual dues and memberships ar€ paid.
For 2017, Nisource reported one siate CPA soci€ty as having dues at$lbuted to lobbying but did not report the lobbying of other state
cPA soci€ties engage in state and federal lobbying.

. During our review of completeness, we identlfled that Myspend data has not been reviewed as part of the Annual Political Reporting
Process. Inl€malAudit recommends including Myspend as part oflhe revi€w process in order to ensure all lransactions are properly
being capturcd.

This audit confims to the International Standards ior thg Professional Prac-lice of Int€rnal Auditing. A summary, along with detailed
obs€rvations, has been provided. lA would llke to thank Nisource staff and management for their cooperation and time in supporl ofthis
audlt.
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Nisource ls commltted to being a good corporate cilizen in the communili€s in which business ls conducted, including participating in the
political process whgr€ legal and appoprlate.

It is Nisource's pollcy to not make dir€cl independ€nt expendltur€s related to political contributions at the federal lgvel or to federal
candidatss. Dir€ct ind€pendent e)eenditures would consist of corporat€ funds spend on publlc communications in support of or In
oppositrbn to any federal candidate, without coordination with any candidate. Corporate funds may be used, wher€ legally permissible, for
indirec{ politic€l support and to parliclpate In the elec{ion of state and local candidates who share NisourEe's public pollcy vig$/s or in
support of state and local ballot measures having an impact on lhe industry.

The Nominating and Govemance Commltlee of the Board of Direc-tols is responsible for overseelng corporate political spendlng. The
Senior Vlce President, Corporate Affairs revle$a all corporate political spendlng, Including indirec-t political spendlng through third parties,
and at least annually r€view corporate polltlcal spending with the Nominating and Govemance C.ommittes.

In order to facilitate the iniemal moniiodng and tracklng of polltical spendlng, direct and indiGcl polilical contributions and ballot initialives
made by Nisource or any of lts subsidiari€s (not including any PACS) arg rgported to the Mce President, Federal Govemm€ntal Affairs.
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InternalAudit performed an evaluation over the political contributions process at NiSource pursuant to the Board Policy on Political
Spending. The review included an assessment of whether effective controls exist to ensure that political contributions and expenses
allocated to lobbying are properly identified, coded and reported in accordance with current policies and regulatory requirements.

Assess whether adequate policies and procedures exist for approving, processing, tracking
and reporting expenses allocated to lobbying and political contributions made by NiSource.

Evaluate whether political contributions and lobbying expense records are accurate and
complete.

Review whether political contributions and expenses allocated to lobbying are properly
approved and disbursed in accordance with current policies and procedures. No Findings Noted.

Review whether political contributions and expenses allocated to lobbying are accurately
tracked and reported.

No Findings Noted.
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Observation

Griteria: Procedures are documented to identify the support used and steps performed in the political spending reporting process.

Gondition: Step-by-step procedures have not been documented.

RisUlmpact: Lack of documented procedures could lead to errors or inconsistent political spending reporting.

Recomm€ndalion

Internal Audit r€commends adding a supplem€ntal st€pby-step pocedure thst identifies the k6y Eupporting docum€nhtion used to perform the sieps of
theAhnual Politioal Sponding Repod proces and eshblbhing guidelines for Ftaining such documentation.

Manaoement Response

Managernent wlll e)(pand upon our process paper to include sbp-brstgp proc€dur€s for obtaining and verfing supportlng documenb hat gre used tor
deienhining the amount of lobbying e)eenses and political contibutions.
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Observation

Griteria: Guidelines are established to provide consistency related to individual dues attributed to lobbying.

@3!!!!g: Dues attributed to lobbying are not consistently reported.

Risk/lmpact: Inconsistency may lead to improper reporting of political contributions.

Recommendation

Internal Audit recommends establishing guidelines to provide consistency in the reporting process.

!!@s9EedA9cE9!E9
With rogard to the finding that some du€s €mploy€€s pay to organlzations whioh p€rform lobbying aervices ar6 paid as a group spend through Catalyst
and others are paid individually thrcugh Myspend, managem6ntwlll rcview and determine wh€ther such €xp€n6e6 should be Included or excluded from
our rcport.
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Observation

Criteria: All sources of expense data should be reviewed in order to ensure all transactions are properly being captured.

@g!!!!on: MySpend data is not being reviewed as part of the reporting process.

RisUlmpact: The amounts recorded and reported for lobbying expenses and political contributions are incomplete and inaccurate.

Recommendation

Internal Audit recommends including MySpend data as part of the review process in order to ensure all transactions are properly being captured.

Manaoement ResDonse

Managementwlll rEvisw the ability b capture Myspend data and determine hot4, b repoft that data since amounts could be de mlnlmis, given spending
limib in My6pend.
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M.S. Downing

G.L. Shoemaker

P.T. Disser

S.K. Surface

T.L. Tucker

Deloitte & Touche
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Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure.

High risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date for
remediation.

high risk findino prior to official closure.

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date
for remediation.

moderate risk finding prior to official closure.

Requires minimal attention: no materialfinancial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low risk findings do not require an auditee Managemenf Response nor a Target lmplementation Date for
remediation.



2018 Leak Remediation Review -
Golumbia Gas Gompanies

July 9, 2018

To:

From:

K.H. Gole, VP Distribution Operations

L.E. Black, Senior Internal Auditor

M.L. Eich, Lead Data Analyst

J.M. Callahan, Manager Internal Audit

R.W. Binkley, Director Internal Audit
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IntornalAudit conducted a review of the Drocesses and controlg asgociated with the remediation and docum€ntaton oI identmed outside* leakswithin
the Columbia Gas Companiesn. The focus of ftis review was to ensure that both reoords within the Work Management System (WMS), th€ sysiem of
record, and manual 'Distribution Plant Inspections and Leakage Repaif torms (referred to heroin as DPls) support the completion ofrequired
remediation activities in accordanc€ with the respec'tive company's Gas Standards for the period of Apr l, ml6 ahrough *larch 31, m'E.

Summar! Cot cluslons:

Whil6 processes and controlg are effective in supporting complianc€ with the a€quirements outlined in the Columbia Gas Sbndards for 99.92% of the
leaks identified during the audit period of April l, 2016 through l4arch 31, 2018 (-53.EK), minor instances of non-compliance (,1:l instances or -0.0E% of
the total population) were noted; however, all instances oI non-compliance had been remediated prior to the completion ofourtesting.

Intemal Audit did identify 3 low dsk audit finding relat€d to the tim€ly r€cording of id€ntified leaks within WMS, leak r€sponse and documentation.
Please see the following recommendationg based on the related condition/risk:

. Intemal Audit identified eight (8) instances whefe the entsy of an identilled leak into WMS was significantly delayed, with the time between date found
and date of enlry into WMS ranging from 50 days to 347 da)6. Of these eight (8) instanc€s, two (2) instsnces of non-compliance related to the time
to clear for one (l) Grade 2+ leak and required re-evaluation for one (1) Grade 2 leak.

. Recommondation: Field / S)/stem Operations should oommunicate and remind personnel on timely recording (both manual and system
entry) of identified leaks. Additionally, Field / System Operations should collaborata with Gas Standards to specifically define "timelf
recording of leaks using the number of days within the applicable Gas Standads.

. The monito.ing report to identify and conect when leaks remain open despite a job order being competed is not being worked timely.

. Recommendation: IntegEtion Center Management and Conslruction should establish a process to ensure that leaks includ€d on the
"DPls Still Open After Job Completed" report on the COGNOS Leakage Dashboad are ovaluated and addressed within a month ofthe
completedjob order to ensure the leak is properly reflected in WMS as closed.

. InternalAudit noted instances where tho following k€y fields were not populated on the manual OPlform orwithin WMS. Additionally, IntemalAudit
also idenlified instancqs where key fielda rrygre conllicting within the two sources ol informalion.

. Recommendation: Field / System Operations and Training should continue to reinforce the importance of populating DPI forms
accurately and completely, while ensuring that system records agree to the manualform.

*The scope of this review excludes the processes associated with identifying and recording leaks on inside piping and meters as it was subject to review in 2018 (201&204 Inside
and Inaccessible Meter Inspection Audit Finding Follow Up).
**Nf PSCO Gas was excluded from the scope of this review as it was subject to review in 2017 (2017-313 Leak Management Process Follow-up).
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The Department ofTransportation's Pipeline & Haz€rdous Materials Safety Administration requires that an operator ingpect eaoh pipeline for leakage
and atmosphefic corrosion within timeframes established in Code of Federal Regulationg, Title 49, Section 192: Subpart l: Requiremenb for Corrosion
Controls and Subpart l\4: Maintenance. The Columbia Gas Companies have esbblished the following inspection cycle timeframes as ihspections for
both atrnospheric corrosion and leakage are perfoamed simultaneously: (Reier to Appendlx F-G for the Gas Standaads referenced)

In addition to the program leakage inspeG-tions noted above, leaks can be identifi€d through other means (e,9. customeror public calls repoding the
smell of gas, notifications from emergency responders, or resulting lrom other work being performed by company or contractor peasonnol). Once a leak
has been confirmed by responding qualified personnel, Company Gas Standards require each leak to be classified based on the grades outlined in the
table below: (Reler to Appendix F-G for the Gas Shndards referenced)

Refer to Appendix B lor a breakdown of the loaks found by Columbia Company during the audit period and their grade classifications.

Once a leak is classified, Company Gas Standards definethe requirements to clear, re-inspect (for a cleared leak), and re-evaluate (ifthe leak is open)
based on the respective grade assigned. (Refer to App€ndix C for a summary of the requir€ments for €ach Grade Classification.) An identified leak
must be documentod in two ways:
'1. Completion ot a 'Distribution Plant Inspections and Leakage Repaia form, referred to herein as a DPI

2. Creation of a WI,IS system record (the DPI number in the sy6tem will agree to the manual form)

Onc€ documented within WMS, the Integration Center is then Esponaible for monitoring recorded leaks and ensuring that appropriate remediationjob
orders are scheduled. (Refer to Appehdix D-E for further detail on the origination and clea.ance ot identified leaks.)

leak that represents an existing or probable hazard to persons or property and requires immediate repair or
uous action until the conditions are no longer hazardous

leak that is recognized as being non-hazardous at the time of detection, but justifies ACCELERATED
uled repair based on probablv future hazard

leak that is recognized as being non-hazardous at the time of detection, but justifies scheduled repair
sed on probable future hazard
leak that is non-hazardous at the time of detection and can be reasonably expected to remain non-
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InternalAudit perfoamed a review ofthe processes and clntrols associated with the recording and remediation oI identified outside leaks within the
Columbia Ga6 Compahies. The purpose of the audit was to review compahy records to ensure they contain the inlormation necessary to document an
identified leak and suppodthe completion of required remediation aclivilies in aocordance with the respective companys Ga6 Sbndardslorthe period
ofApril '1, 2016 thmugh March 3'l, 2018.

This audit conforms with the International Shndards forthe P.ofessional Practic€ of Intemal Auditing. A summary, along with d€tailed observations,
have been provided to Field Operations and lniegEtion Center Management, and InternalAudit thanks them for their cooperation and time in support ol
this audit.

Using the data population obtained in Objective 1, determine whether leaks, as determined by their
grade, are properly cleared, re-inspected, and/or re-evaluated in accordance with applicable Gas
Standards.

No Findings Noted.
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Obaoryation

eItslb: All leaks id€ntified are documont€d within Wl\4S and on a manual DPI form in a timely manner.

caDdilis:
. L€ak PoDulalion

. ttay 14, 2018i Inlemal Audit ran a query from tho COGNOS leakag€ dashboard to povide all leaks with lound dabs occuning trcm April '1,

2016 through March 31, 2018 (Record count 53,764).

. t'tay 22, 2018i fo verify that lh€ COGNOS leakage dashboard conhined all l€aks ent€r€d into WMS, Int€rnalAudit obtain€d an ind6p€ndent
data query from WMS using the aame cdieda as what wss used to genorate the COGNOS query (Record count 53,772).

. In atbmpling io reconcile tho txo query populadons, Intornal Audit notad that th€ WMS qu€ry contained 8 addij{mal rsaks as compared b the
COGNOS query. Upon further In\restgaUon, lt was dobrmin€d hat all 8 l€aks (with found dab6 included in the audit perlod) r,tqre entered aft€r the
date of he COGNOS query but before the date of he WMS query.

. Th€ numb€r of days betvt€gn he date found and the date of entry into WMS Enged ftom 50 dsF to 347 days, resulling in two (2) instancas of non-
compf'fanc€. However, thas€ Instances of noFcomplianc€ had b€en.emedlgFd as oflhe date of our ar.rdlt procedurcs. t'rofg: One (1) otthe two
inslan@s rclated to excaoding t B linr€ to cle€r fq a Grde 2+ l@k dnd tlre remalnlng hs/'anc.' excceded tl€ pqiod requircd [v E-evaluatbn for d
@de 2 leak,

B!9!il!4D3O! ldentifi€d leaks which ar€ €nt€r€d lato Into the system rnay be at risk of non-complianc€ as they will not b€ subject to the monitoring
ac{iviti€s performed by h€ Inbgration C€nt€r.

Recommendation

Field / System Operations should communicate and remind personnel on timely recording (both manual and syatem entry) of identified leaks.
Additionally, Field / System Operations should collaborate with Gas Standards to specifically define "timely'' recording of identified leaks using the
number of days within the applicable Gas Standards.

Manaqement Response

Not required for Low Risk Findings
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Observation

gIEIb: All open leaks are cloged upon completion of h€ r€quiFd rsmediation activity (e.9. repalr of the l€ak, replacement of a servic€ lin€, etc.).

Ca!C!!!q:
. Within the population of leak6 tound during the audit period, Inbrnal Audit ldentned instances wher€ l€aks $/sre In "open' status de€pits h€€ being

a job ord€r completed to cl€arthem.

. Ljpon discusslon wlth Integration Center Managem€nt, th€ae instances are identified hrough the COGNOS L€akage Dashboard report titled 'DPI6
Still Open Atbr Job Complebd', which is supposed to b€ monibr€d and addEss€d at least monthly by various d€partmenb depending on what typ€
ofjob ord€. ha6 b€en compl6ied.

. At the tlme of testlng (May 31, 2018), Intamal Audit notBd a iotal of 60 leaks moeting thls criteria, ranging from 1 day to 1,581 d€lrs afr€rth€
completon of the Job order.

B!gb[Epgg3: L€aks will app€ar b be outstanding even though they have been addressed.

Recommendatlon

Integration Center Managementand Constuction should e6tablish E procesa to €nsur€ that leaks included on the'DPIE Still Op€n Afrer Job Complebd'
roport on th6 COGNOS Le€kage Dashboard ars svaluated and addrssed within a monh of the completed job order to ensur€ the leak is properly
ref,ected in WMS as closed.

Manaqement Response

Not Required for Low Risk Findings
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Obs6rvation

gdtsdg: All manual DPls are uploaded to th€ Int€gration C6nte/s shared drlve, are populated completely and oonsistendy as compared to th6 Wl\4S
DPI sysbm entry.

@!E!98: Upon rsvi€w of tle 40 ssl€ct€d l€ak6, Intemal Audlt noled insbnc€s whers the following k€y field8 r,yer€ not populabd on lhe manual DPI
iorm or within WMS. Additionally, Intgmal Audit also idenlifled Insbnces wher€ key fi€lds (e.9. Date Found, Refer€nce Leak Order Nuhber, Leak crade
Crite.ia, and Origination Cod€)wsre conflicting within the twg sources ot information.

B|$E!E$ Source records conbin conflicdng Infornation, r€6ulting in the polential for decisions to be made based on Inaccuraci€s.

Recommendation

Field / System Operations (in conjunction with Training where appropriate) should continue to reinforce the importance of populating DPI forms
accurately and completely, while ensuring that system records agree to the manualform.

Manaoement Response

Not Required for Low Risk Findings
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Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or sig nificant brand/reputational exposure.

High risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date for
remediation.

high risk findinq prior to official closure.

Moderate

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date
for remediation.

moderate risk finding prior to official closure.

Requires minimal attention: no materialfinancial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low riskfindings do not require an auditee Managemenf Response nor a Target Implementation Date for
remediation.
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are required no later than the last day of
next calendar month following the repair date

ollow-ups are required within 30 days of repair or

ollow-ups are required to be completed prior to the
t day of the next calendar month following the

being cleared for the population of leaks as

. A random sample of REPAIRED(2) Grade 2+ or
2 leaks on buried unprotected metallic

Leaks for which the person clearing requests

. Repaired - Last day of the 1Sth month from the

Replaced/Retired - Last day of the 24th month

2 months from the date of discovery

luate no later than the last day of the 6th
after date of discovery or the date of the last

ted at least once every 6 months

-evaluate(3) at least once each calendar year

-evaluate(3) using the earliest of the following

During the next scheduled leakage survey
Within the last day of the 15th month (CKY) or 15

(COH)|12 months (CMA) following the date

1) The prompt action in some instances may require one or more of the followlng: lmplementallon of C,ompanys emergency plan, evacuating premis€s, blocking off an
, reroutjng lraffic, €llminatlng sources ofignilion, venting the arca by removing manhole cov€rs, barholing, installing vent holes, orohermeans, stopping the fiow of
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)roqrammed Plant Survev ;ound durino a oroorammed leak survev (everv 1 or 3 vears based on the area tvDe) 15.161 280/

lustomer/Public Call :ound/called in bv the customer/Dublic 11.48t 21o/,

iervice Deoartment :ound bv a service technician oerformino work in the field 5.76f 1',lo/,

)iq{n Call )aused bv a dio-in bv firsi. second. or ihird oartv damaoes 4 09i 801

Jlher Com oanv/Contractor Activitu :ound bv comDanv or contracted resources oerformino other work in the field (includino QfuQC audits) 3 84( 701

luoolemental Survev :ound throuoh "miscellaneous" survevs that occur after soecific activities (e.o. oavino. service orders. etc.) 3.72i 701

ISL lnsoection with Buildino

:ound during a designated building survey
Note: CGV uses this code for all cuslomer servce line insoections.includino oroorammed survevs)

3,25t 601

leclassification
)riginates from the reclassification of an existing leak (i.e. creating a new leak to reflect either a higher or lower leak
rrade'l 2,551 501

tatrol
:ound during an inspection of a specific piece of pipe occuring on an alternate timeframe than the programmed planl

1,65( 30/

)olice or Fire :ound/called in bv oolice or fire 91( 201

vlistake DPI
Jsed to create a new leak when information was entered inconectly during the creation of an existing DPI
Note: Certain fields in a DPI entrv cannot be adiusted once inout in the svstem)

687 10/,

:ollow Uo lnsoection :ound on a follow uo insoection 611 10/,

vlitioation Survev :ound on a mitiqation survev 2C oo/
)roDane Svstem :ound on a DroDane svslem such as a DK)Dane farm or olanl ool
ulitioation lnstallation lnt tnd nn a milioalinn incfallalinn 001

Leaks Found Durino Audit Periot 53.762 1000/,

leoaired lemediated throuoh reoair of the oioe 24.59t 460/,

leolaced/Abandoned lemediated throuqh reolacement and/or abandonment of the oioe 't6.741 310/,

{eoative Readinos
)ersonnel dispatched to repair or re-inspect an open DPI cannot find any readings in the defined leak area
{ote: This code should onlv be used after a thorouoh investioation vields no oositive readinos 2.49( 50/,

leclassifi ed without Reoair -eak was cleared without oerformino reoairc lo allow for ihe creation of a new DPI at a hioher or lower leak orade 1.08t 20/,

ilistake

)ertain fields populated in the WMS system cannot be corrected within the system once a leak is entered. As such,
eak entries containing data inaccuracies must be cleared by "Mistake'and a new DPI with the conected information will
)e crealed 93( 20/,

:oreion Facilitv/Strav Gas -eak is on foreion comoanv's facilitv or deiermined lo be strav oas 19( oo/,

)ustomer Owned Facilitv -eaks identified on customer owned facilites to be addressed bv the customer 171 ool

leclassified with Reoair -eak was cleared after oerformino reoairs to allow for lhe creation of a new DPI at a hioher or lower leak orade 4t oo/,

Total Leaks Cleared from Audit Populatior
Leaks Open as of the date of the COGNOS data pul

Tolal Lcaks Forrnd Durinc Audit Periot

46,65(
7,10t

11 78t

870/,

130/,

.|rlno1
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Number of Leaks by Cause

Other Outside Force Damage I
Equipment Failurc t
Corrosion - Coated

I nco rrect Contstru cti on/Operatio n

Natural Forces

Other **

Excavation Damage

Material, Wel4 Joint Failure

Corrosion - Bare Steel

0 2,000 4,(xr0 6,dt0 8,000 10,d)o 12,000 14000 16,0(x) 18,000 20,000

t Null Leok Couses ore oppropriote when o leok is cleored due to the following codes: Mistake, Customer Owned Focility, Foreign Focility/Stroy Gas, Negotive Readings,

Reclassified with Repoirs,

t* When the Other Couse is selected, odditionol comments must be wovided on the DPl.
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Gas Standards Management directed Internal Audit to the following Gas Standards to perform this review:

GS L708.010 - General Policy for Gas Leakage Inspection and Control
GS 1708.07O - Outside Leak Investigation
GS 1708.070 (MA) - Outside Leak Investigation CMA ONLY

GS 1708 .070 - 1 - Leakage Perimeter/Area Monitoring Document
GS L708.100 - Leakage Control Records
GS L708.100 (MA) - Leakage Control Records CMA ONLY

GS L708.L00 - L- Distribution Plant Inspection and Leakage Repair (Refer to Appendix G)

GS L7L4.010 (KY) - Leakage Classification and Response (CKY ONLY)

GS L7L4.010 (MA) - Leakage Classification and Response (CMA ONLY)

GS 1714.010 (MD) - Leakage Classification and Response (CMD ONLY)

GS L7L4.010 (OH) - Leakage Classification and Response (COH ONLY)

GS L7L4.010 (PA) - Leakage Classification and Response (CPA ONLY)

GS L714.010 (VA) - Leakage Classification and Response (CGV ONLY)

GS L7L4.060 - Leakage Repair Follow-Up Inspections
GS L714.060 (KY) - Leakage Repair Follow-Up Inspections (CKY ONLY)

GS L7L4.060 (OH) - Leakage Repair Follow-Up lnspections (COH ONLY)

a

a

a
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PowerPlant Upgrade SDLC (Design & Build
Phases)
July 30, 2018

To: Jennifer Tipton, VP - Enterprise Applications

Walt Wojcik, Director - lT Applications

Steve Brown, Program Manager - lTApplications

From: John Manfreda, Project Manager - Infor. Systems Audit

Greg Wancheck, Director - Infor. Systems Audit

ffm"fiourue
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Nisource lT Audit conducted our PowerPlant Uoorade SDLC Review for the Droiect's Desion & Build
phases between December2017 and June 20{8-to provide an independent per6pective ar6und
project governance, delivery service activities and inclusion of relevant solution control considerations.
This PowerPlant Upgrade SDLC Review is the first of two project assessments and will be directly
followed by a PowerPlant Upgrade SDLC Review that will provide a perspective on the project's
Testing and Deployment phase activities.

lTAudit's PowerPlant Upgrade SDLC Review (Design & Build Phases) noted the following:

. The PowerPlant Upgrade- project team has.b_oth implemented and executed_ appropriate
solution-based controls for the Design and Build phases to address project delivery
risk.

. Sarbanes Oxley Act (SOX) control considerations have been included as part of both
PowerPlant Upgrade and Lease Module application design, including appropriate
engagement of related assurance personnel.*

. The PowerPlant Upgrade proj€ct team is exhibiting appropriate activities to deploy
project deliverables within both agreed-to time and quality objectives.

* lT Audit's Powerplant UpgrcE9 SPLC Review (fest & Deploymont Phasas) wilt opina on subsaquent engagement and
deliv"ry activilies retabd to SOX controt designlexecution.

This audit conforms with the
whereby a summary of HIGH
NiSource lT Audit would like d
time in support of this effort.
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Beginning in November 2017 , NiSource commenced an initiative to upgrade the enterprise's
application version of Powerplant that currently enables functionalAsset Management and Corporate
Tax process execution. Along with the PowerPlant application version upgrade targeted for August
2018, NiSource wlll concurrently deploy PowerPlant's new LeaseAccounting suite to help support new
FASB (Financial Accounting Standards Board) lease accounting mandates which will go into effect
starting January 1, 2019.

Timeline - PowerPlant Program OrErdlEt tus reEil
PowerPls nl Appllcatlon Upgrodc

Ff,rc*lsldrE FlTscaJotl4Isddro|4hrmdfLcrddcg

4Fil//*\lsw'fe-r Exlernal lnlerfoces
Besigrrs - N i,Sour*:* Irpprryved S25
Build"s/ns - 6/2E AFI / Nsvito* if Go-{.hn; Aucusl aolo
Teal ste.rtingr 6/24 (ST.2)

Hunl"rgrtrrn Flunlirrgton fr a*ui*., a€tobs? trpi8
On tr.flil)k fo,r deiulgn connplodun tly 7/3i
0n track for go-live Octoher 2$18

I Oef anE of optbriE cEnsid€r€d in ApFEn€Sx Oracle'lZC Database Upgrade

i --^*-Jry Lrve:4ff dtr- Freezg
E Year Erd ,{cltvitbs Aprlf 2019
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The Powerplant Upgrade initiative incorporates the following project team structure to perform
ongoing project management and delivery activities. The following graphic depicts the reported
structure as of June 2018.

Panpilas Fischer Kevin $rv iger

Elizabe(h Garvey Walt Wojcik

Mke tVlcfuen

lT Sponsor (Jenniter Tiplcn)

Froject lianager (George $cho[t)
Tech Qode Review {Robert Hant)

Accounling Architest (tl'lafi Dwries)
fuw erTax Architect(Sam Carracho)
Froperty Tax Archit*t (Sean Frelly)

Le+e Arshitect (Bb Rrrson)

Ftogram Nlanager (Sleve Brovr' n)
Froject Nlanager (Tom Shaw)
OCM Lead (Joseph Hollinan)

Busines s Anallst (Dave Strickbnd)
Test Lead (Blake Roth)
Deploy Lead (Ehngovan

Sivasw rrryl

Jef f Gore
Doug Loudermilk
Dee furterfield

tenserl-As$Elr
IEAEE]

Nicft Drew

D.e!Ilt13llr.5t!die$,
li,latt Ru$, KiN, lsl$y,

NickiS$rultr

clstatuEiLs&
Dsrd Podediold

Erorrs.dL|ir
Johfi Scott
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" 
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Eireilqcltls
tvlciiFal Ywng

.NC.S-S$$sr
Accrutau${t
Niqki Strultx
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Audit Scope and Approach

For testing purposes, lT Audit reviewed the following:

. Governance standards

. Delivery model setup/design

. Delivery model execution

. lT SOX control identification and engagement

lT Audit additionally attended regular project status and governance meetings along with
required meetings with relevant personnel over the course of the review period.
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having as-

Assess whether Project Scope, Cost and Schedule controls are in place and compliant with
NiSource's lT Project Management Methodology (PMM).

No Findings Noted

Assess whether Project Quality controls over solution conformance to requirements are in
place and are operating as designed.

No Findings Noted

Assess whether controls over communications and stakeholder alignment are in place and
are operating as designed.

No Findings Noted

Review project user acceptance, approval activities, third-party service provider
management, and deployment plans (where applicable) to provide reasonable assurance
NiSource corporate policy and/or program standards are followed.

No Findings Noted



Audit Scope and Approach (cont'd)
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Assess whether business process controls (automated and manual) were included in
the solution development, testing and deployment processes for the NiSource
PowerPlant Upgrade project.

No Findings Noted

Assess whether interface controls were considered and included in the solution
development, test and deployment processes for the NiSource PowerPlant Upgrade
project.

No Findings Noted

Monitor on-going integration, alignment and communications between the NiSource
PowerPlant Upgrade Project Team, lT Project Management Office (PMO), Third-
Party Providers and Business Stakeholders to provide feedback on both project
approach and process execution during the review period.

No Findings Noted
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Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; processicontrol
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure.

High risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date for
remediation.

high risk findino prior to official closure.

Moderate

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date
for remediation.

moderate risk findinq prior to official closure.

Requires minimal attention: no materialfinancial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low risk findings do not require an auditee Managemenf Response nor a Target lmplementation Date for
remediation.



lT Steady State Execution (Phase 1)

July 30, 2018

To: Kevin Johannsen, VP - lT Services

Ken Smith, Director - lT Service Management

Kimberly Jones, Manager - Service Governance

From: John Manfreda, Project Manager - Infor. Systems Audit

Brett Welsch, Project Manager - lnfor. Systems Audit

Goranka Kasic, Sr. Auditor - Infor, Systems Audit

Greg Wancheck, Director - Infor. Systems Audit

ffifif,ornue'
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NiSource lT Audit conducted our lT Steadv S 18
and June 2018 to provide an independenfpe al
execution. This lT Steadv State Execution R lT
Audit's Drevious lT Servicie Provider Transition - Pro n
March 2018 and focused on the implementation of enabling processes and technologies to support a
multi-vendor lT environment.

lTAudit's lT Steady State Execution Review (Phase 1) noted the following:

. Relevant lT Service Management processes have been assigned to internal personnel
with resident contractual activities in place.

. Role definitions and the creation/enablement of lT process execution documentation for
des.ignated lT personnel were still in the process of being completed as ofthe review
$mrng,

lindings of relevant risk areas in our follow-up lT Steady State Execution Review (Phase
2) commencing in July 2018.

'S€e Appendix B. (Slids l0) for th€ June 2018 status of lTlL v3 adoplion actlvili€s, which ars plsnned for completion by Decembe.31, 2018.

This audit contorms with the lntemational S ssionat Practice of InErnal AudHno. whercbv a
summaryt of HIGH andlor MODERATE findin the Nisourco Audit Commit|ce. Nlsource llAudit
would tike to thank tT management for thefu e in support of this etfort,
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The following graphic depicts the 2018 NiSource steady-state lT operating environment by service
area. Three lT Service Providers (TCS, Wipro, Verizon) are net new as of Q4 2017 while two (F1 &
HMB) have legacy operating history with NiSource.

. Infrastructure Services including Data Center, Data
Center Disaster Recovery, Service Desk and End User
Services

To better manage the contracted services provided by NiSource's lT Service Providers, NiSource lT
management created an internal lT Services Management tower in December 2017. In early 2018,
NiSource lT then commenced adoption of an industry standard lT service management framework,
lTlL v3, for ongoing service management operations. This lTAudit Steady State Review (Phase 1)
aligns with the initial rollout of the NiSource lT Service Management tower and the supporting
processes/procedures leveraged for both execution and governance in the steady state environment.

. Network Services and Security Services

. Onsite application support for CIS/DIS customer
information systems
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For testing purposes, lT Audit reviewed the following:

. Delivery model setup of NiSource lT Service Management. Governance standards documentation created for lT Service Management. Contractual documentation (both NiSource and lT Service Provider) related to lT Service Management. lT Services Management process/procedure documentation for ongoing execution

lT Audit also attended monthly lT Service Provider governance briefings and had dedicated meetings
with relevant lT Service Management personnel throughout the course of this assessment.

Assess provider/partner risk factors in enabling lT Service Management model design,
setup activities and risk mitigating plans/activities. Provide a perspective on what efforts
NiSource lT Management Team is using to analyze and action the risk management of
Providers and Partners, including internal NiSource, NiSource to 3rd party vendor(s), and
3rd party vendor to 3rd party vendor.

No Findings Noted

Assess both oversight and governance activities instituted by NiSource lT Management for
asset and configuration management activities performed by the new lT Service Providers.
Provide a perspective on what efforts NiSource lT Management is using to ensure process
integrity, accuracy and timeliness of inventory updates and reports extracted from the lT
asset management system of record, as prescribed within the lT Service Provider contracts.

No Findings Noted
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Determine alignment of NiSource lT responsible activities, as specified in the lT Service
Provider contracts, with documented lT management personnel position roles and
responsibilities.

No Findings Noted

No Findings Noted
Determine process owner assignment, role definitions/expectations, and
communications/engagement by the NiSource lT Service Management team for lT
service management processes prescribed within the lT Service Provider contracts.

Assess the alignment of project management methodology and portfolio management
activities as specified between the lT Service Provider contracts and existing NiSource
lT policy and procedures.

No Findings Noted**

Determine process/activity ownership, role definitionsiexpectations, of related project
delivery and support activities as prescribed by NiSource lT policy and lT Service
Provider contracts.

No Findings Noted

No Findings Noted"*

Assess ongoing NiSource lT Project Management Office (PMO) communication and
engagement with NiSource lT project delivery teams, lT Service Providers and internal
NiSource business partners regarding delivery support activities and integration with lT
Service Management processes.
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Determine whether the current state access provisioning process is functioning as
expected and controls are both in place and being executed to ensure access is
appropriately, accurately and timely provisioned.

No Findings Noted

Assess if access reviews are being performed, along with the quality of those
reviews, and ensure any issues found during these reviews are being addressed.

No Findings Noted

Ensure ongoing alignment exists between NiSource lT Compliance and SOX
Compliance and verify the remediation of the risks identified from lT Audit's previous
lT Service Provider Transition - Program Closure Review.

No Findings Noted

Determine whether NiSource lT and the new lT Service Providers are able to
appropriately estimate, evaluate and process the demands for lT services within the
new service provider model.

No Findings Noted ***

Review the NiSource BASC/IT Investment Committee process/cadence and
determine if changes have been made or should be made to align with the lT
Demand and RIT changes.

No Findings Noted ***
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No Findings NotedVerify the SLAs created for the new service providers are being tracked and
appropriately reviewed by responsible NiSource lT management personnel.

No Findings NotedDetermine how changes needed to the SLAs are identified and being addressed.

No Findings Noted
Review the SLA escalation/issue resolution process, determine if it is consistent
across all three (3) service providers, and who's responsible/engaged on both the
NiSource and service providers.
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Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure.

High risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date for
remediation.

hiqh risk findinq prior to official closure.

Moderate

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date
for remediation.

moderate risk finding prior to official closure.

Requires minimal attention: no material financial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low risk findings do not require an auditee Managemenf Response nor a Target lmplementation Date for
remediation.
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2017 Pension Trust and Benefits

July 31 ,2018

To:

From:

Rick Bond, VP of Human Resources

Sal Alshuqairi, Audit Manager

Lin Koh, Audit Director
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The purpose ofthis audit was to assess the accuracy of the plan benefit payments for the period from January'l.,2O17
through December 31, 2017.

Based on our review of 24 benefit payments, we concluded that benefit payments were accurately calculated and disbursed
to the plan beneficiaries for the period under review.

This audit confoms with the lnternational Standards for the Professional Practice of lnternal Auditing. A summary along with
detailed observations, have been Wvided. lA would like to thank Nisource staff and management for their cooperction and
time in support of this audit.

Background
On an annual basis, InternalAudit performs a review of the Pension Trust Fund to assess different elements of the plan.
During this year review, our work was designed to assess the accuracy ofthe plan benefit payments for the period under
revtew.

Pension benefits are maintained by the Alight Solutions, an outside provider. In February 2017, Aon Hewitt sold their benetits
and human resources platform to Blackstone. The benefits and human resources group was renamed Alight Solutions in June
20'17. There were no signmcant changes in how pension benefits are managed and maintained for Nisource by the new
vendor.
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The purpose of this audit was to assess the accuracy of the plan benefit payments for the period from January 1,2017
through December 31, 2017 .
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CC: J. Hamrock

D. E. Brown

C. J. Hightman

M. Kempic

C. W. Levander

V. Sistovaris

P. A. Vegas

S. K. Surface

M. J. Finissi

P. T. Disser

S. Anderson

M. Downing

G. Shoemaker

T. L. Tucker

Deloitte & Touche
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Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure,

High risk findings require an auditee Managemenf Response coupled with a Target Implementation Date for
remediation.

high risk findinq prior to official closure.

Moderate

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date
for remediation.

moderate risk finding prior to official closure.

Requires minimal attention: no materialfinancial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low riskfindings do not require an auditee Managemenf Response nor a Target lmplementation Date for
remediation.



NiSource Incentive Plans

August 29,2018

To: Teresa Smith. VP Human Resources

From: Adrian Serles, Senior InternalAuditor

Sal Alshuqairi, Manager of Internal Audit

Lin Koh, Director of InternalAudit
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Internal Audit performed an evaluation of the Nisource Corporate Incentive Plans (the Shorl Term Incentive or CIP) as well as the
Performance Share Award Agreements and Restricted Stock Unit Award Agreements (collectively the Long Term Incentive Plans or LTIP).
IntemalAudit evaluated the accuracy of the metrics used in the 2017 payout levels, assessed lhe process for reviewing and approving
payouts, and reviewed changes to the 2018 plans. Based on our audit procedures, lnternalAudit noted no findings during this review.

. Internal Audit reviewed the metric.s used in the computation and payout of the 2017 incentive plans. We reviewed and recalculated
(where applicable) the measures for Net Operating Earnings per Share (NOEPS); JD Power; Customer Satisfaction (CSAT); Days
Away, Restricted, or Transfened (DART); and the National Safety Council (NSC) Barometer Survey without exception.

- The measures of NOEPS, JD Power, CSAT, and the NSC survey are provided or reviewed by 3rd parties. Therefore, a conflict
of interest does not exist forthese metrics.

- There is the possibility for underreporting DART injuries, both at the employee level and at the management level. However,
through review and recalculation of the metrics, Internal Audit is comfortable that the metrics are accurale, are supported, and
have not been maniDulated.

. Internal Audit reviewed the process for the short term incentive plan payouts. We reviewed and, on a sample basis, recalculated
payouts without exception,

- Human Resources (HR) controls and limits access to the Lotus Notes tool.
. HR will open the tool for a limited time to allow employees' leaders to enter their incentive payout recommendations, and

when the tool is closed, further changes can only be made by HR when adequate supporting documentation is provided.

- Incentive plan payout recommendations are subject to multiple layers of review.
. The employees leader(s) will make the initial recommendation in the tool, and multiple management approvals are required

within each functional area before being reviewed by HR.
. The VP of Human Resources performs an overall review and approves total amounts by Executive Council members

before the incentive plan payouts are made.

. In addition, Internal Audit reviewed the changes to the CIP and LTIP plans in 2018 compared to the 2017 plan to provide a summary
of these changes. The changes were well-defined and measurable. Please refer to the Background section of this report for a
description of these changes.

This audit conforms with the lnternational Standatds for the Prcfessional Practice of lntemalAuditing. A summary, along with detailed
observaf,bnq has b€dn provided. lntenal Audit would like to thank staff and management for their cooperation and time in support of this
audit.
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The Nisource Inc. 2010 Omnibus Incentive Plan is the governing plan that sets forth the Corporate Incentive Plans (ClP) and the Long Term
Incentive Plans (LTIP). There is a CIP for employees and an additional plan for executives. The Corporate Incentive Plans arc exercised
annually. Execuiives are also eligible for the Long Term Incentive Plans. These include the restricted stock unit awards and performance
share awards, which, for 20'18, include the customervalue metrics. The Long Term Incentive Plans cover a three-year timeframe.

For 2017, the employee CIP is based on three performance measures: 1) Eamings per Share (EPS), 2) JD Po$/er score, and 3) Customer
Satisfaction (CSAT) score. The executive CIP includes two additonal performance measures for a total offive: 4) Days Away, Restricted, or
Transferred (DART), and 5) the National Safety Council (NSC) Barometer Survey. There are three levels of performance for each measure
- trigger, target, and stretch - each with higher incentive rewards, respectively.

For the executive LTIP, the Restricted Stock Unit Awards are granted and vest afrerthe passing of time. The Performance Share Awards
are based on two performance measures: 1) the Cumulative Net Operating Earnings per Share forthe three-year timeframe, and 2) the
Companys Relative Total Shareholder Retum ('RTSR'). RTSR is the annualized growth in the dividends and share price ofthe Companys
common stock benchmarked against the pedormance ofa peer group ofcompanies.

Intemal Audit reviewed the 2018 plans for changes compared to the 2017 plans. The following is a summary of these changes:

Corporate Incentive Ptans Changes :
For the short term incentive plans, the changes consisted of adjustments lo the targets for the metrics (EPS target levels, the JD Po\,\€r
levels, etc.). See page 5 for these metrics.

Long Tem tncentive Ptans Changes:
For 20'18, the total shares awardod in the long term incentive plans are broken down as 80% performance awards and 20% restricted
award. The 80% for performance awards is broken down as 65% NOEPS target based and '15% related to customer value metrics.

. Perfomance Awards:
For the periormance awards, the target for cumulative NOEPS changed from 2017 to 2018, In addition, the way the awards are
affected by Relative Total Shareholder Retum (RTSR) has changed.

- Fot 2017,s0"k of the performance shares awarded vested based on NOEPS. The other 50% vested based on the RTSR ranking.

- For 2018, the shares vest based on cumulative NOEPS and Customer Value measures. The cumulative NOEPS Derformance
shares vest based on the NOEPS targets and can be adjusted up 25ok ot down 25o/o based on the RTSR ranking.
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- The 2018 long term plans include a new metric related to the Customer Value Transformation (CVT). The last 15% of the total
shares awarded vest according io the individual's contribution to the Company's Customer Value Framework, as determined at the
end of the Derformance Deriod.

- Individual payout percentages for the CVT vesting shares may range from 0%-200%, as determined by the executive's EC member,
the CEO and the ComDensation Committee.

- The components of the Companys Customer Value Framework consist of the following areas of focus:
. Safety
. CustomerSatisfaction
. Financial
. Cullure
. Environmental

- Each executive eligible for 2018 LTIP is evaluated against a scorecard which defines the goals ior the focus areas mentioned above.
. Each EC member will make a recommendation to the CEO for the plan participants under their area of operation.
. For EC members, the CEO will make the recommendations to the Compensation Committee, but ullimately the award is

determined by the Compensation Commitlee at its sole discretion.

. Restricted Awards:
The restricted awards were introduced into lhe program in 20'18, and are solely time based.

Selow are definitions of the metrlcs mentloned above:
1. Ilat Opcrating Ea.nlnSs pe] Shar€: NOEPS ls pulled from Schedule 1- Reconclllatlon ofConsolldated Income frcm Contlnulng Operations to Net Operating

Earnings (Non4AAP).
2. JO Powaa: The JD Power score is reported by "Brand," whlch for Nlsource is by operatln8 company. JD Power suNeys customers who have signed up to be

suNeyed by lD Power and have s€lf-ldentlfed as a Nlsource (or subsldlary) customer.
3, q|sto|ner Setiafictlon. CSAT or Customer Satisfadlon ls a metrlc that ls provlded by the MSR Group, a market research company bas€d in Omaha.
4, Days Away, Reatricted orTEnsfefi€d: DART is a safety metrlc used bythe Occu pational Safety and Health Admlnlstratlon (OSHA) to represent how many

u/orkplace Injurles and illnesses occur.
5. l{atlonal sahy coundl lt{Scl Baromcter Survev: This suNey allows Nisource to scorc the overall heahh of its safety program to see what lts doing well and

what needs Improvement. Scores are benchmarked againstthe NSC'S database of 820+ organizations worldwlde.
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2017 and 2018 CIP Goals

Stretch % 51.18
fatget% 51.15
Trigger % 51.12

Stretch % 51.35

raryet% 51.28-1.30
f rigger % 51.23

stretch % 775

faryet%

f rigger %

2017 Year End NiSource Weighted
Stretch % Score + [Sum of 2018 Weighted LDC

Segment Changes x 2l

farget/o Midpoint between trigger and

2OITYear End NiSource Weighted
f rigger % Score + [Sum of 2018 Weighted LDC

Segment Changesl + 2

Stretch % 89%

Target% 87%

Trigger% 85%

Stretch % 9t%
Taryet% 90%

frigger% 89%

Stretch .22

Target .44

Trigger .66

Stretch .2O

Target .4I
Trigger ,43

NSC Safety Barometer Survey Percentile NSC Safety Barometer Survey Percentile

stretch % 80%

Target% 78%

frigger% 75%

Stretch % 95%

Target/o 92%

f rigger % 89o/o
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IntemalAudit performed an evaluation ofthe Nisource Corporate Inc€ntive Plans (ClP) as well as the Performance Share Award
Agreemenls and Restricted Stock Unit Award Agreemenb (collectively the Long Term Incentive Plans or LTIP). This audit evaluated the
accuracy ofthe metrics used in th€ 2017 parcut levels, the process for review and approval of payouts, and changes the 2018 plans.

Obtain and evaluate any process policies for the review and approval of payouts. Evaluate if
the 2017 payout was accurately calculated and adequately documented in accordance with
the process procedures.

Evaluate whether the process utilizes segregation of duties and employs multiple layers of
review and approval.
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IntemalAudit p€rformed an evalualion ofthe Nisource Corporate Incentive Plans (ClP) as well as the Performance Share Award
Agreements and Restricted Stock Unit Award Agreemenb (collectively the Long Term Incentive Plans or LTIP). This audit evaluated the
accuracy of lhe metrics used in the 2017 payout levels, the process for review and approval of payouts, and changes the 2018 plans.
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M. Hooper

M. Downing

G. Shoemaker

Deloitte & Touche
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Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposu re.

High riskfindings require an auditee Managemenf Response coupled with a Target lmplementation Date for
remediation.

hiqh risk findinq prior to official closure.

Moderate

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date
for remediation.

moderate risk findinq prior to official closure.

Requires minimal attention: no materialfinancial or operational impact; low probability of residual risk;
process/controls operatin g below opti mal levels.

Low riskfindings do not require an auditee Managemenf Response nor a Target lmplementation Date for
remediation.



Operating Earnings Adjustment - Weather
Calculation
October 8, 2018

To: June Konold, Vice President Regulatory Strategy and Support

Joe Mulpas, Vice President and Chief Accounting Officer

Carla Donev, Chief Information Security Officer

From: Shelley Duling, Senior Auditor

Jaclyn Callahan, Manager Internal Audit

Ryan Binkley, Director Internal Audit
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Intemal Audit reviewed the monthly weather letter calculation prepared by Regulatory Management and used by Financial Reporting to
normalize non-GAAP operating eamings for pattems in weather that vary from normal, historical trends. Nisource currently defines
normal weather, for purposes of the weather adjustment, as the average daily temperatures for the 35 y€ar period ended 2010.

Audit procedur6*:
1) Verify that the monthly weather adjustment to normalize operating earnings for patlerns in weather that vary from historical trends

appears to be accurately calculated in accordance with Regulatory Management's methodology.
2) Determine that the monlhly weather calculation amounts are accurately included as an adjustment to non-GMP operating earnings in

the quarterly eamings release.

Summary Conclustons:

Internal Audit reviewed ihe w€ather adjustment calculation for Columbia Gas of Pennsylvania (CPA) and NIPSCO Electric for January
and February 2018. The calculation appears to be accurately calculated in accordance with Regulatory Managemeni's methodology
which was supported through discussions with Regulatory Management. InternalAudlt agreed the input data driving the weather
adjustrnent calculation io supporting data sources. In addition, Internal Audit verified that the Quarter 1 201I operating eamings
adjustment related to weather agreed to the calculation prepared by Regulatory Management.

lntemalAudit identified (2) Moderate and (1) Low Risk audit findings aa summarized on Pages 3 and 1.

'tntemal Audit did not assess lhe Corrpa ny's overalt theory / methohlogy of detemlnlng the weather adlustment; the cwrent
methodology was devetoped by Regutatory Management to exptaln revenue varrances due to "abnomal" weaaher (wsather that
vaies from hls,orrcal lrends).
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Sum mary Concl uslons (Cont'd) :

lnternalAudit identified (A Moderate Risk audit findings related to the review ofthe overall weather adjustment calculation and the
Information Technology platform that maintains the data and query used in the weather calculation adjuslment:

. Regulatory Management does not maintain documented policies and procedures to support all assumptions/logic used in the weather
adjustment calculation. Internal Audit also noted through discussions with Regulatory and Financial Reporting Management, there
appear to be informal assessments / reviews ofthe monthly weather adlustmentto determine the reasonableness ofthe calculation
(i.e. comparison of the amount to prior months and years). However, Regulatory and Financial Reporting Management do not currently
maintain formalized, documented policies and procedures related to the review ofthe weather adjustment calculation to ensure the
calculation is noi materially misstated.

. Recommendation: With the overall importance of the weather adjustment as part of quarterly and annual reporting of
operating earnings through public disclosures, as well as the complex nature of the calculation, Internal Audit is making a
recommendation to enhance the control environment related to the monthly review of the weather adjustment calculation
(i.e. "Weather Letter"). Regulatory Management and Financial Reporting should collaborate to formalize controls for the
review of the monthly weather adjustment to ensure the calculation is not materially misstated. The developed controls
should include:

. Documentation of the assumptions/logic utilized in the weather adjustment calculation at an appropriate level of
detail to ensure reliance on the calculation; and

. A formal approval process to approve any changes to the assumptions used in the weather adjustment calculation.
(Approval should be required of Regulatory and Financial Reporting Management.)

NOTE: While we have made a recommendation for specific lT related controls as noted one the next page, adequate
manual review controls over data input, modification and change management should be developed to ensure users of the
information may rely on the outputs of the weather letter.
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Summary Conctusions (Cont' d) :

t2_M@@_Bjg'|audit f indinss (Cont'd):

. The VM/CMS platform maintains a significant amount of the input data used in the monthly w€ather adjuslment calculation, including
the SAS query used to generate lhe weather adjustment. The VM/CMS platform is not being tracked and monitored by Information
Technology to ensure proper controls (i.e. access, change conlrol, etc.) over the data maintained in VM/CMS.

Recommendation: Information Technology with the assistance of Regulatory Management should assess the VM/CMS
platform to ensure appropriate Information Technology controls are implemented. At a minimum, controls should include
access and change control policies to ensure appropriate awareness to users of the weather adjustment information.

InternalAudit identified (t) Low R sk audit findings as noted below;

. Regulatory Management uses the number of residenlial customers in each weather station area (by siate) to assign a weight to the
daily temperature value for each weather station (i.e, customer count for a weather station divided by totalcustomer count forthe
business segment multiplied by the daily temperature for weather station). The sum of the weighied temperature values of each
weather station is used as the daily temperature value in the u/eather adjustment calculation for the r€lated state (and segment for
NIPSCO). ltwas noted that the customerdata used in the calculation ofweather temperature values has not been recently refreshod
and does not reflec{ the most current residential cuslomer distribution.

. Recommendation: Regulatory Management should periodically update the weather station weights using current
residential customer data to ensure the most accurate daily temperature values are utilized for each state and segment (as
applicable).
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Overview: Revenue Effect of Weather - compared to normal

The Revenue Effect of Weather has been historically utilized by NiSource as
an adjustment to GAAP to determine NOE. The abnormal impact of weather
is included in management's policy (Controller's letter).

Management has outlined the methodology in determining the quarterly
adjustment to normal due to abnormal weather as documented in the
"Weather Letter". Each state requires a separate calculation, accounting for
various weather activity and the particular state's weather sensitive load.

. All NiSource Gas Companies - Weather is measured using monthly
Heating Degree Days (HDD), Normal HDD is defined as the average of the
35 years ended 2010. The calculated adjustment is determined by
applying actual volumes to the difference between Normal HDD and actual
HDD.

. NIPSCO Electric Company - Weather is measured using monthly Heating
Degree Days (HDD)and Cooling Degree Days (CDD). Normal HDD and
CDD are defined as the average of the 35 years ended 2010. The
calculated adjustment includes the difference between actual KWH per
customer to actual HDD and CDD to normal.

High-Level Analytics

Internal audit plotted weather and margin impact activity for the last five years
(2013-2017). All HDD and CDD activity is presented separately (as noted in
the graphs to the left) to present comparable activity. Overall, it appears the
trends in HDD and CDD variances from normal tend to follow the annual
margin adjustments over time (E.g. a negative diff in HDD days to normal =
warmer than normal = /ess revenue than expects4 = positive adjustment to
OE; the opposite is true for margin effect of CDD differences from normal)
* Amounts noted were compiled by lnternal Audit overthe prior 5 annual reporting periods; amounts of
the adjustment are the inverse of actual activity ($$) as presented in our graphs as the intent of the
adiustment is to remove the imoact of weather.

Reported Weather - Compared to Normal*
Year

2013 2014 2015 2016 2017

Net Annual Nisource OE Adlustnentls) ($ Mlllions) $ (.2 142 155 12.5 $ 30.2

-Total 
Martin var. to Plan ($filo'sl 

-Difi 
in coD (Days)
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lntemalAudit conducted a review ofthe monlhly adjustmentto normalize opsrating eamings for pattems in weather that vary from normal,
historical trends. The adjustment is calculated by Regulatory Management (Demand Forecasting) and provided to Financial Reporting for
consid€ration as an operating eamings adjustment.

This audit conforms with the Intemational Sbndards for th6 Professional Practice of Intemal Auditing. A summary, along with detailed
obseNalions, have been provided. Intemal Audit would like to thank members of the Regulatory and Financial Reporting departnents lor their
cooperation and time in support olthis follow-up review.
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Observation

g4!9d9: Reguletory Management uses the number ot r€sidential customers in each wsah€r stadon area (by busin€ss s€gm€nt) to agslgn a weight to
the daily temperatire value br each weather station (i.e. custom€. count for a $€alher staton divHed by total custom€r count for the buslness segment
multiplied by the daily tBmperature for tveather stadon), The sum of th€ lteighbd temperature values of €ach weath€r staton 19 used as the daily
t€mpsrature value in th€ weather adlustment calculation for ths relatgd businoss s€gment. Management should be using current residential custom€r
disbibution to €nsure accurate tveighted bmperature values in accordance with tEir methodology.

eg4!!!!9!: lt was nod that the oustom€r data us€d in the calculation of lreath€r temp€ratur€ valu€s has not been recently r€freshed and doo8 not
re{lect the most cunent resldential custom€r dishibution.

Bi!&lEfg!$ D€p€Ming on v/€ather patbms and ghlf{F in residential customer count by \i€ather stalion, lh€.€ could be a signmcant variance in lhe
tempgrafur€ values us€d in the weather adJustment calculatlon when using hisbrical ougbmer data veFus cuFont customor d€b.

Rocommendalion

R€gulatory l\4anagement should periodically update the weather sbtion weighb uslng ounent residential cu6tom€r data to ensuro the most accurate
daily acllal bmp€ratrr€ values ar6 utilized for each sbte and segment (as applicable).

Manaqement Response

Not Required for Low Risk Findings
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Observation A

gllgil: R€gulatory Management €hould mainbin documenbd policies and proc€es€s r€latsd to th€ w€athEr adjustment calculation that support
assumplions uged in the calculgdon.

ggg!!q!: Regulalory Manag€m€nt doea not maintain documented pollcle6 and procedures b suppod all as6umptions/logic used in the lveather
adjustment calculat'ron. R€fer b6lo{r to on€ example noted by Internal Audlt.

Th€ av€rage bmperature senslttue volume per heating degree day at NIPSCO Electric for a giv€n monlh^€ar (i.€. F€bruary 2018) is bas€d on the
avorag€ of f|e temperature gensltlve volume per heating degroe day for the sam€ month for the prior thr€s ysars (i.s. Febuary 2015, 201A, 20'17),
However, for the month of Oc'tob€r lh6 t6mp€ratire sensltlve volume Is based on the prior November (1.e. November 2017 ls used for Ootober 2018).
Rogulatory l\4anagement has not mgintained documented support for th€ assumptions utiliz€d in calculating thE av€rag€ bmperatuE ssnsitive volume
p€r h€ating degree day in terms of why a ihree )€ar average is appropriat€ for every month €xc€pt October (for €leolric only) and why using th€ prior
November is reasonable for October.

Rlsk lmoac,e f assumptions and loglc utlltsed lh the $/eather adiustnent calculation ar€ not prop€rly docum€nH and r€tain€d by Regulatory
Management, knorirledge of lhe assumptlons/logic may not be properly t"ansitioned upon employee turnowr. lftowledge of th€ assumptions/logic are
noo€€sary b ensure it is calculated in accordance with Regdatory Manag€monfs m€lhodology and to ensur€ a@uracy and r€viev, of the calculation -
ws have made a recomm€ndation associated with this ob6ervation but have combined our recommendatlons with the procedures completed as
€xplained on the n€xt page
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Observatlon B

gdbEg: Regulabry and Financial Repoding Managemenl should have fomaliz6d, docum€nt€d policies €nd contols in plac€ to ensure adequate
roview of ths wealh€r adjustm€nt calculation.

Cerul$lgn: Through discussions with Regulatory and Financlal Repordng Management, it app€ars th€ calculatlon of the monthly wsather adjustrnent ls
a6s€ss€d foa reasonableness; houre!,/er, Regulabry and Financial Reporting Management have not €stablish€d brmalized, docum€ntod contrcls for the
r€visw of th€ wgath€r adjustm€nt calctJlation io ensure the calculattbn ls not matarially misstat€d.

E!gE!EDCS!: The operating eamlngs adjustment for weath€r may bs misstated if controls are not formally established.

Recommendatlon fol Obs€rualions A and B

Wlth lhe overall importance of the v/€ather adjustment as pad of quaderly and annualr€pofting of operatlng earnings through public dlsclosures, as w€ll
as the complex nature of the calculation, Intsmal Audit is making a rocomm€ndation to enhance the control enviEnment r€lated b the monthly revie\4, of
the ! eather adjustment calculation (i.e. 'W€ath6r Letbi). R€gulabry Managem€nt and Financial Reponing should collaborab to tormalize @ntrols for
the review of the monthly weather adjustm€nt to ensur€ th€ calculation is not materially misstated. Relaied to the obs6r tions nobd on the p.lor page,

the develooed controlg should include:

. Docum€ntation ofth6 assumptions/loglc utilized In the w€ather adjustment calculation at an appropriate l€v€lot detailb ensure reliance on the
calculation: and

. A formal approval process to approve any changes b the assumptiona used In the weather adjustrn€nt calculation. (Approval should be r6quir€d of
Regulatory and Financial Reporling Managem€nt.)

Whlle we hg\,/e made a recomm€ndation for sp€cmc |T r€lat€d control6 on Srrde tt, ad€quab manual revlew conbols ov€r data input, modification and
changB managBm€nt ahould be developed to engung users of the infonnation may rely on lhe outsuts of the lrbather letbr.
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ltclsseing!!Aespg!993.IE!!s
REG-POL{1 (Defrnltlon of Weather Pollcy) has been complebd and approv€d by the VP, Regulatory StEtegy & Support, the VP & Chlef Accounting
Officer and th6 VP, Planning & Anab/Eis. This R6gulatory Policy will be revle\'yed annually by the Manager and Dir€cbr of Domand For€c€sling. REG-
POL-01 is attached in Appendix B. REG-PRO{1{'i (Weather Letter Loglc) was drafted in November 2017 and is also included in Appendix B.
R€gulatory will r6view th6s6 proc6dur€s and update, as ne6ded. Additional detalled procedures wlll be drafted in lats.2018 and 2019. Some of these
procedures will be formalized and SOX Tests and will be de\,/eloped to ensure that the Weaher Letbr Logic is followed.
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Observation

Cfilglig: Th€ VM/CMS platform should be edequately monitored by Informatlon Technology to ensuro appropriate Information Technology controls
€xist.

gg!!!!ggE: The VM/CMS platform ls currently not being monibFd/tracked by Infurmation Technology, thu6 appopriate conbolg (i.e. access, change
confol) ov6r supporting data files and the SAS query generating the wsath€r adjustment calculation do€s not appear to curently exist.

B!g!4EpCg!: The [€ather adJugtment calculation could b€ misstat€d due to improper edlb b supporllng data files or the SAS query generating tho
wEather adjusfnent calculation lhst are malntrained in the VIyUCMS platform.

Recommendation

Information Technology with the asslstance of Regulatory Manag€ment should asssss the VM/CMS platform io 6n6ure appropriate Informatlon
Technology conkols are implemented. At a minimum, controls should includ€ acc€€s and change control polici6s to ensuE apprcpriate atirareness to
u6ers of the weather ad.lusbnent Information.

Manaoament Response & Timino

The lT Appllcalion ieam and the fT Compliance t6am will work tog€th6r with he R€gulatory Manag€ment and lhe Flnancial Reporting teams to
document out all of th€ lT gen€ral confols a6soqlabd wih the VM/CMS platform. The lT Application and Compliancs teams will be comploied with our
assessment and docuthentation of controls during Q l 201S. The idendfled controls will b€ t€6ted on at least an annual basis.
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Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure.

High risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date for
remediation.

high risk findina prior to official closure.

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date
for remediation.

moderate risk finding prior to official closure.

Requires minimal attention: no materialfinancial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low risk findings do not require an auditee Managemenf Response nor a Target lmplementation Date for
remediation.
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Appendix B includes the following attachments

L Regulatory- Demand Forecasting - Definition of Weather Policy [REG-POL-DF-01]

ll. The Weather Letter Logic - Procedures Related to the Weather Letter [REG-PRO-DF-01-01]
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TO: Ann Ruff, Director Corporote Communications

Royce Workman, Director Customer Experience Strategy

FROM: lnternalAudit
DATE: December 73,2078

SUBJECT: Consultative Review Re: Customer Notifications/Communications

Internal Audit performed a consultative review over customer notifications/communications efforts (referred to

herein as "communications") for Columbia Gas of Virginia ("CGV"), Columbia Gas of Pennsylvania ("CPA"), and

Columbia Gas of Maryland ("CMD"). The review focused on identifoing the various communications that occur

both prior and/or subsequent to work being performed on a custome/s premise by NiSource employees or third

party contractors.

(Note: The originol scope of work included the evoluotion of customer communication effofts ocross the NiSource

organizotion to provide insight ond compore ond controst eoch jurisdiction's communicotion effotts. However, the

work of the oudit team wos re-directed due to the Merrimock Volley incident ond oll stotes were not oble to be

covered in our work).

Approach/Methodology

Internal Audit performed interviews with 32 employees across the following departments; Communications,

Operations, Capital Construction, Engineering, Integration Center, and Compliance.

In an attempt to capture the communication efforts occurring in each respective company, Internal Audit utilized

these interviews to summarize communication activities identified by interviewees. (Note: No additional

verification procedures were performed to validate the implementation or execution of the specific activities

identified.)

Results

Please see accompanying schedule which summarizes the communication efforts for CGV (Page 2) and CPA/CMD

(Page 3). The summary contains the following fields:

o Subject - Activities or topics of communication

. Why - Reason for the communication

o Location - Company location in which the communication method is utilized

o Expected Frequency - How often the communication should occur

o Departments Involved - Listing of involved departments

. Type of Communication - Form used (i.e. door hanger, letter)
o Special Requirements - General notes (i.e. commission driven)

In addition, Internal Audit provided a summary (Page 4) of key comments made from individuals during

the interview process.
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Comments below were made from individuals during the interview process. Internal Audit summarized the information to provide further perspective on

we do not have a t says we tried to shut off your gas today please call back. This could potentially increase bill payments

as people realize someone actually was here to shut off service as oppose to notices received."

"On scattered new service and replacements we communicate to the customer that is getting the service line (Construction Communication Flow). There are
situations where the main may be on the other side of the street and we are required to dig in the yard of the customer not receiving the new line and they
will not receive any form of communication. lt would be a

"ln some areas of CGV South used trifold signs in areas that had ou

"Customers have brought up cases where they had an AOC and a Leak. Work on them were at separate times and since there is an AOC communication
process they were informed of that work but not the grade 2 or 2+ even though that generally digs up more of a customers lawn."

"There is a large amount of door hangers (rough estimate -25) that could be narrowed down. Door hangers in question relate to the normal scenarios
and Construction run into while at customers premise (i.e. Need access to relieht, CGl, Meter

A "Streamline the shutoff tags, a lot of tags for the different scenarios, mavbe have fewer taes with checkbox."
"lf the field was aware of what the lC was sending and vice versa. Also if the call center was aware of all the communication.



PowerPlant Upgrade SDLC - Test & Deploy
Phases

To: Jennifer Tipton, VP - Enterprise Applications

Walt Wojcik, Director - lT Applications

Steve Brown, Program Manager - lTApplications

From: John Manfreda, Project Manager - Infor, Systems Audit

Greg Wancheck, Director - Infor. Systems Audit

January 8,20'19
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NiSource lTAudit conducted our PowerPlant Upgrade SDLC assessment for the project's Test &
Deploy phases between July 2018 and November 2018 to provide an independent perspective around
ongoing project governance, delivery service activities and inclusion of relevant solution control
considerations. This Test and Deploy phase analysis was directly preceded by lTAudit's PowerPlant
Upgrade SDLC - Design & Build phase review that was released in July 2018 and provided a
perspective on the project's eadier phase gate activities. This review is lTAudit's second (and final)
project SDLC review for the Nisource PowerPlant Upgrade project.

lTAudit's PowerPlant Upgrade SDLC - Test & Deploy phase assessment noted the following:

. The PowerPlant Upgrade projec-t team implemented and executed appropriate solution-
based controls for the Test and Deploy phases to address projec-t delivery risk.

. Sarbanes Oxley Act (SOX) control considerations were included as part of both
PowerPlant Upgrade and Lease Module application testing and deployment, including
appropriate engagement of related NiSource assurance personnel.

. The PowerPlant Upgrade project team performed appropriate activities to deploy project
deliverables within both agreed-to time and quality objec,tives.

This audit conforms with the lnternational Standards for the Professional Practice of lnternal Auditing,
whereby a summary of HIGH and/or MODERATE findings will be provided to the NiSource Audit Committee.
NiSource lT Audit would like to thank both lT and FinancelAccounting managementfor their cooperation and
time in support of this effort.
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Beginning in November 2017, NiSource commenced an initiative to upgrade the enterprise's
application version of Powerplant that currently enables functionalAsset Management and Corporate
Tax process execution. In addition, NiSource concurrently deployed an upgrade to the PowerPlant
Asset and Tax system in November 2018 to maintain system currency and enable Power Plant's new
Lease Accounting suite to support new FASB (Financial Accounting Standards Board) lease
accounting mandates which go into effect starting January 1,2019.

The PowerPlant Upgrade initiative incorporated the following project team structure to perform
ongoing project management and delivery activities.
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For testing purposes, lTAudit reviewed the following:

. Governance standards enablement and adherence

. Delivery model execution

. lT SOX control identification and engagement

lT Audit additionally attended regular project status and governance meetings along with having as-
required meetings with relevant personnel over the course of the review period.

Assess whether project scope, cost and schedule controls continue to operate and comply
with NiSource's lT Project Management Methodology (PMM). No Findings Noted

Assess whether project quality controls over solution conformance to requirements are
operating as designed.

No Findings Noted

Assess whether controls over communications and stakeholder alignment are operating as
designed.

Review on-going project user acceptance, approval activities, third-party service provider
management, and deployment plans/activities (where applicable) to provide reasonable
assurance NiSource corporate policy and/or program standards are followed.

No Findings Noted
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Assess whether business process controls (automated and manual)were included in
testing and deployment processes for the NiSource PowerPlant Upgrade project with
relevant stakeholder engagement on fit for use status.

No Findings Noted

No Findings Noted
Assess whether interface controls were considered and included in the test and
deployment processes for the NiSource PowerPlant Upgrade project with relevant
testing results documentation and stakeholder engagement on fit for use status.

Monitor on-going integration, alignment and communications between the NiSource
PowerPlant Upgrade Project Team, lT Project Management Office (PMO), Third-
Party Providers and Business Stakeholders to provide feedback on both project
approach and process execution during the review period.

No Findings Noted



Report Distribution
Exhibit No. 13

Schedule No.4
Attachment A

Page 185 of 308



Appendix A

Exhibit No. 13
Schedule No.4

Attachment A
Page 186 of 308

Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or sig nificant brand/reputational exposure.

High risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date for
remediation.

high risk findinq prior to official closure.

Moderate

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date
for remediation.

moderate risk findino prior to official closure.

Requires minimal attention: no materialfinancial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low risk findings do not require an auditee Managemenf Response nor a Target lmplementation Date for
remediation.



N iSource Gapital ization Audit

February 13, 2019

To: Matt Ruth, ManagerAsset Accounting (Columbia Companies)

Kirk lsley, Manager Asset Accounting (NIPSCO)

From: Shelley Duling, Senior Auditor

Natalie Ladd, Lead Auditor

Jaclyn Callahan, Manager Internal Audit

Ryan Binkley, Director Internal Audit

ffifuutcp."
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Internal Audit performed a review for all Nisource companies to determine whether capital additions during the audit period adhered to
the PlanuFixed Asset Capitalization Policy issued on January 1, 2017 and the Software Capitalization Policy updated on July 1, 2016.

Audit Procedure:
For a sample of 60 selections, determine that lhe expense is propedy classified as capital in accordance with the PlanuFixed Assel
Capitalization Policy and the Soflware Capitalization Policy.

Summary Conclusions:

InternalAudit randomly selected 60 additions to capitralforthe period January'1, 2017 through May 31, 2018 spread across all Nisource
companies based on their proportionate share of total additions. Internal Audit reviewed support for each selection (invoice, work order
system support, etc.) and verified thatthe amount was properly capitalized. InternalAudit identified 1 Low Risk recommendalion for
management as a result ofour procedures as noted below:

. Internal Audit identified 3 instances where items were improperly capitalized; however, the total amount of the exceptions was deemed
immaterial (less than $t0,000). Further there were no identifiable trends related to lhe exceptions as they were spread across various
states (Kentucky and Pennsylvania) and cost elements (other materials and supplies, meters and instrumentation, etc.). Internal Audit
classified this audit finding as ,owand issued the following recommendation

Recommendation: Fixed Asset Accounting Management should consider rcinforcing capitalization policies; however, even with
reinforcement, there is some inhercnt risk of inaccurate interpretation of the policies by the employees coding or approving
expense fansacf,bns that may result in items being imqope y capitalized or expensed.
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Internal Audit porformed a r€view to detormine wh6th6r capital additions during the audit period adhered to the Plant/Fixed Asset Capitalization
Policy issued on January 1, 2017 in addition to the Software Capiialization Policy updated on July 1, 2016 for all Nisource Companies.

This audit conforms with the International Standards for the Professional Practice of Intemal Auditinq. A summary, along with detailed
obseryaljons, have beon provided. Internal Audit would like to thank Accounting staff and management for their cooperation and time in
support ofthis follow-up review.

For a sample of 60 capital additions, determine that the expense is properly
classified as capital in accordance with the PlanVFixed Asset Capitalization
Policy or Software Capitalization Policy.
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Obsa.vation

gl8gdg: Expenses should be classified as capihl wh€n th€ purchas€d ibms ms€t the capibllza on criteria as outin€d in the PlanvFixed Asset
Capitalization policy issued on January 1 , 201 7 or he Soflivare C€piblization Policy updsted on July I 201 6,

@!.!!!9!: InternalAudit selected a sample of 60 capital additions for th€ poriod January '1, 2017 through l\4ay 31,2018 spread across all Nisource
companies bas€d on their proportlonate share of ths tobl capibl additions. There were 3 instances that wer€ improperly capftallzed in accordance with
policy. Thas6 insbnces lvere deemed irnmaterial (less than ft4oo|r) and w€ro spr€ad across vsrious statos (Kentucky and Pennsyvania) and cost
elgm6nts (met€rs and instrumentation, other mgbrlals and supplieg, etc.) as such there lveae no trsnds identified related to the orceptions.

B!g!|!EDSS!: Financial staiementg could b€ missbt€d if it€ms ar€ improporly classified as caplbl or operating and maint€nan@ expense.

Recommendation

Flxed Asset Accounting Managem€nt should rginforce capitalization policies; howsver, ewn with reinforcement, there is an inher€nt risk of inaccuEte
interpretation of the policies by th€ €mplo!€e6 coding or approving exp€ns€ transactions that could result in ltems being imprcp€rly capihlized or
exDenseo.

Manaqement Response

Not Required for Low Risk Findings
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Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure.

High risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date for
remediation.

hiqh risk findinq prior to official closure.

Moderate

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date
for remediation.

moderate risk findinq prior to official closure.

Requires minimal attention: no materialfinancial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low risk findings do not require an auditee Managemenf Response nor a Target lmplementation Date for
remediation.



Inside and Inaccessible Meter and Pipeline
lnspection Follow-Up - GKY CVA, CPA and CMD

March 6,2019

To: All NiSource Gas Distribution Presidents

All NiSource Gas Distribution General Managers

Kimra Cole, VP Distribution Operations

From: Shelley Duling, Senior Auditor

Jaclyn Callahan, Manager Internal Audit

Ryan Binkley, Director Internal Audit
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The Columbia Companies perform inspections for both atmospheric corrosion and leakage simultaneously for process
efficiency. As such, the frequency of inspections must align with the shortest cycle outlined within the Department of
Transportation (DOT) regulation (Code of Federal Regulations, Title 49, Section 192: Subpaftl (Requirement for Corrosion
Control) and SubparlM (Maintenance)). In addition, required frequency of performing inspections (meeting the cycle
timeframe for both atmospheric coffosion and leakage) on inside and inaccessible meter sets and pipelines is based on
whether the site is located in a business district or a non-business district.

See the chart below which outlines the reouired cvcle timeframes:

Once each calendar year (not to exceed
15 months)

Once every 3 years (not to exceed 39
months)

As part of a review performed in 2018, IntemalAudit issued a moderafe risk audit finding related to non-compliance with
inside and inaccessible meter and pipeline inspections for Columbia Gas of Mrginia (CVA), Columbia Gas of Kentucky (CKY),
Columbia Gas of Pennsylvania (CPA) and Columbia Gas of Maryland (CMD). The recommended action item and result of
InternalAudit's testing are summarized below (continued on Srr'de 3):

2018 Audil Finding: As a December 31 , 20'17, there were non-compliant inside and inaccessible meter and pipeline
inspections at CVA, CKY CPA and CMD.

Recommendation: Integration Center Management in collaboration with Operations should develop a plan and process to
address the non-compljant locations at CVA, CKY CPA and CMD and ensure ongoing compliance of all inside and
inaccessible meters and oioelines.
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Internal Audit Conclusion: A summary of a COGNOS dashboard* created by the Integration Center to monitor non-
compliant inside and inaccessible meters and pipelines is provided to Integration Center and Operations management on a
weekly basis for CVA, CKY CPA, and CMD. Internal Audit reviewed the dashboard data provided by Integration Center
management as of December 26, 2018 and compared the number of non-compliant acmunts to the amounts previously
reDorted as of December 3'l,2017. IntemalAudit noted that CVA was in full comDliance with inside and inaccessible meter
and pipeline inspections as of December 26,2018. Refer to the table below for the status of the remaining companies:

t2131,120L7 1212612018

#of
Accounts
Requiring

lnsnection r.rr

# of Non-
Gompliant
Accounts %

# of Non-
Gompliant
Accounts o/o

GPA 66,294 3.061 4.60/, 82C 1.20/,

CKY 10.164 1.494 14.7o/. 80i 7.go/<

CMD 6,033 471 7.90/, 125 2.1o/.

(l) Theae was not a significant fluctuation in the number of acrounts requking insp€ction fof the tlvo time periods reviewed. As such,
Internal Audit used the December 3'1, 2017 amounts fo. the percentage calculations in the table.

Given the reduction in non-compliant accounts and monitoring procedures in place, Internal Audit considers that the acfion pran has
been adequatety addressed by tntegralion Cenler and Operattons Management. As such, Intemal Audit will close the prior finding.
No additional findings were noted during the review.

*lnternal Audit did not verify the criteria of the COGNOS dashboard as part of this review; however, through corroboration with lntegration Center
management, it was confirmed that the report was generated using the same criteria that is used for the COH dashboard, which was verified by
f nternal Audit as part of the COH Inside and Inaccessible Meter and Pipeline Inspection Review performed in 2017.
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InternalAudit has completed audit procedures to follow-up on t moderate risk audit finding identified as part of an audit
performed in 2018 related to inside and inaccessible meter and pipeline inspections at COH and the other Nisource
Companies using DlS. InternalAudit verified that the non-compliant inspections at CVA, CKY, CPA and CMD have been
resolved and Integration Center Management is monitoring ongoing compliance.

This audit conforms with the International Standards for the Professional Practice of InternalAuditing. A summary along with
detailed observations, have been provided. InternalAudit would like to thank the Integration Center and Operations stafi and
management for their cooperation and time in support of this follow-up review.

No Findings noted.
Verify that non-compliant inside and inaccessible meter and pipeline inspections at
CVA, CKY CPA and CMD have been addressed along with a monitoring process to
ensure ongoing compliance



Exhibit No. 13
Schedule No.4

Attachment A
Page 197 of 308Report Distribution

J. Hamrock

D.E. Brown

C.J. Hightman

V. Sistovaris

P.A. Vegas

P.T. Disser

S.K. Surface

D.T. Williamson

M. Downing

N. Drew

S. J. Jain

K.H. Cole

S. Anderson

G. Shoemaker

Deloitte & Touche, LLP



Appendix A

Exhibit No. 13
Schedule No.4

Attachment A
Page 198 of 308

Requires corrective action due to high risk of one or more of the following: safety risk; matedal financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or signifi cant brand/reputational exposure.

High risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date for
remediation.

high risk finding prior to official closure.

Moderate

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target Implementation Date
for remediation.

moderate risk findino prior to official closure.

Requires minimal attention: no material financial or operational impact; low probability of residual risk;
process/controls operati n g below opti mal levels.

Low risk findings do not require an auditee Managemenf Response nor a Target lmplementation Date for
remediation.



2018 Abnormal Operating Conditions (AOC) -
Golumbia Gas of Pennsylvania and Maryland

March 11 ,2019

To: All NiSource Gas Distribution Presidents

All NiSource Gas Distribution General Managers

K. H. Cole, VP Distribution Operations

From: L. Black, Senior InternalAuditor

C. Marlatt, Lead Auditor

J. Callahan, Manager Internal Audit

R. Binkley, Director Internal Audit

ffifuuttgp"
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Int€rnal Audit conducted a review of lhe procoss€s and controls in place for Columbia cas of P€nnsyvania (CPA) and Columbis Gas of Maryland
(CMD) to identiry Abnormal Operating Conditions (AOC), recorded through the us€ of the Nisource Field Application Survey Tool (N|FAST), and to
ensurc identified AOCS are rem€diated within timeframes set forth by management and/or in acc.ordance with regulatory a€quir€ments.

The focus of the revie$, was to 6n6ur€ that AOCa ldentified from January I b Decsmber 31, 2017 pmperly intertuced from N|FAST inb tho Work
Management Syst€m (wMS) or th€ appropriate s),stem report as d€signed by NiFast Prcgramming Rules'. Addltionally. Intemal Audit will wriry that
appropriaie job orders are crsatgd and completed to remediab AOCS identified bas€d on resulb of leakage and corosion insp€ctions.

Summarv Conctuaions:

As a result ofour procedures, it appears that the NiFast applicstion is fuhctioning as designed and NiFast surv€y data is properly interfacing to WMS or
the appropriat€ s)€t€m repod (1.e. Exception R€poi or Further Ac,tion Needed (FAN) Report).

InbmalAudit id€ntifr€d I High Rlsk auditfinding r€lated to th€ r€mediation of idenlified encDachm€nts as follows:

' Formal polici€s, proc€sses and procedures haw not been €stablish€d and implemented to ensuro the risk-based resolution of encroachm€nts (ov€r
both main and seNice lines) in a timely manner.

. Recommendation: As determining resolution of encroachment AOCs involves input from various departments, NiSource Management
should form cross-functional teams to develop policies and procedures for resolving identified encroachments in a manner which
adequately defines appropriate timelines to address the associated safety and compliance risks, Roles and responsibilities should be
defined for each department involved.

Note: Internal Audit previously conducted a review on COH processes in addition to this current CPA & CMD review, resulting in a
similar finding specific to encroachments. As was noted in the previous finding, lnternal Audit recommends that NiSource management
develop and implemenf a consisfenf process across all NiSource Gas Companies.

' Management Response: Management will adopt the encroachment process that was implemented in Ohio during Q1 2018 across all
states by the end of Q4 20'19. This is a process that assigns clear roles and responsibilities for the process, develops a prioritized list of
encroachments with time and cost estimates, and provides a consistent process across NiSource.

* During the period of January 1,2017 -De,|]€,mb€r31, 2017, programming changes werc made within NiFast to align with three (3) versions of the
NiFast Programming Rules. Additionally, Intemal Audit not€d that a subsequent version was cr€ated in May 20'18. To complete this review,
lnternal Audit utillzed the criteria set forth in the NiFast Programming Rules effectiv€ in the application as of November 18, 2017.
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Su m m ar Co nct u a lo', a (Cont' dt :

InternalAudit id€ntifi€d 2 Modorate Risk auditfindings related to the remedla0on of AOC8 as follows:

. Formal polic'res, processes and procedures have not been establishod to address AOCS identified on cusbmer-olvn€d s€Nice lines for CPA

. Recommendation: As oommunicatirE and addr€Gsing AOCS on customer-owned s€Nic€ lines (repofted on lhe CBtomer Notification
List) involves input trom vadous d€padm€nt8, CPA Management should form cross-functlonal te€m9 b develop risk-based policie6 and
procedures for addressing these typ€s of AOCS. Roles and r€sponsibilhlos should be d6fined for e€ch department involved.
,lote: CPA is the only Nisourc.E Gas Company with cuslomsowned sPJ|lcf- lhlF-s.

. Managem.nt ResponEo: Managem€nt and lT will be submlttlng a RIT for tle April lT demand meeting b notiry custom€r through
automated process. This proc€ss will entail ldentifying a customer In NIFAST and sends a communlcation in l€tter format that notlfleg
them to take c€rhin actions. The solution will b€ linked b NIFAST: When a cusbmer ls ldentified, letter needs to be biggered. Afrer
letbr b sent, it n€€ds docum€nt€d and r€corded as such in N|FAST. Thls lT solution wlll be In place by the end of lh€ 3d quarbr.

This change in proc€8s will b6 us€d when th6 condition is not deemed b be hazardous. In addition to fle lT automatod notificatlon,
Manag€mentwill also be putting tog€ther a cro6s-tunction.l team consistlng of Regulatory Legal, Compliance, Sysbm Operalions and
tho Intogration Cont€r to design the appropriatB communication message for any posslble AOC on a customer owned seryice line.

. Intemal Audit idonlifled cerbin process gaps r€garding the mitiJation of AOC'S. These gaps ha\,/e been consol'ritatied Inb on€ rscommendalion as
tollows:

. Formal policies, processes and procedures have not been established and implemented to ensure the resolution of 'Possible Theft of
GasA/andalism'AOCs in a timely manner

. Based on progress to-date, AOCs sent to the Further Action Needed (FAN) Report* may not be incorporated into current and future
work plans to ensure compliance with established commit dates; AND

. Based on progress to-date, AOCs sent to the Exception Report* may not be incorporated into current and future work plans

. Formal processes to address the impact of go-forward programming changes on non-remediated populations of previously identified
AOCs have not been established

* Whlle lhe scope of this rEvier', was limibd io AOC6 idenlified dudng 201 7, Internal Audit noH that th€ r€comm€ndation belo\'v wguld apply io all
outstanding AOCS idonlified sinc€ th6 inc€ption of NiFast at CPA/CMD in 2015.
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Summaru Conclusions (Cont'dl :

Moderate risk audit findings - Cont'd:

. Recommendation: lC Management and NiSource Gas Operations across the various states should work together to ensure resolution
of identified "Possible Theft of GasA/andalism'AOCs in a manner which adequately addresses the associated safety and compliance
risks. Roles and responsibilities should be defined for each department involved. While this review focused on CPA & CMD, Internal
Audit recommends that NiSource Management develop and implement a consistent process across all NiSource Gas Gompanies.

. Management Response: NiSource Management agreed with the need to develop a NiSource-wide strategic approach to risk-ranking
and remediating AOCs.

NiSource Management agrees to utilize the SMS framework and process to evaluate and rank risk identified AOCs. The SMS team,
working with compliance and standards, will recommend appropriate changes to Gas Standards that incorporate a common view of
compliance requirements for AOCs. By end of Q22020 the AOCs will be ranked and included in the risk register.

In addition, NiFast AOC data is not currently available in the data warehouse, creating challenges and risks to visibility and
management of this body of work. This process will require an lT solution to be completed to get data out of NiFast into the data
warehouse for additional reporting requirements to align with other systems, i.e. WMS, DlS, Maximo, ClS. The required lT solution will
be presented at the March Demand meeting with a delivery date of the solution by end of Q4 2019.

Once the analysis of the work and the priority is established, a plan will be developed to work backlog and maintain compliance in the
future.

A new lT solution was installed at the end of December 2018 that automatically generates a WMS work order for Level 0 AOCs
identified in NiFast. This new tool was put into use in mid-January. In addition the Integration Center has implement a process where
all Level 0 exceptions are verified or escalated appropriately to assure they are worked. The coordinators will verify that an order was
worked for the Level 0 or they will escalate to the appropriate ops scheduling leader. This will be documented on each occurrence in
NiFast so that we have an audit trail.

* Whll6 the scope of this revi€w was limited to AOCS identifi€d during 2017, Int€malAudit not6d lhat the recommendatlon below would apply to all
outBtanding AOCS idenlified sinca the inc€ption ofNiFast at CPA/CMD In 2015.
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CPA and CMD implemented NiFast, a aurv€y application tool, in February and April 2015, respecttuely, to replece the legacy paper ba3€d proc€ss ot
conducting and documenting leak Inspec{lons in th€ fi€ld. Additionally, the NiFast applicstion allows tor the s}Etematlc identncafon and tracking ot
abnormal op€rating condltlons (AOCS) identified during th€ courso ofthe inspection. Th€ Code of Federal Regul€tlorc, Tltle 49, Seclion 192: Subpad I

(Requ ernents tor Corosion Confo4 defin€s an abnormal operating condition as a condition identifi€d by the op€rator lhat may indicate a malfunction
ofa compon€nt or deviation from normal operations that may: (a) indicate a oondition exc€eding d€sign limib;or(b) result in a hazard(6) to p6rsons,
prop€rty, or h€ environment.

To complete an inspectlon, NIFAST prompb the insp€ctors to answgr standard questions to confirm or deny the exlstehoe of AOC8. Th€ answ€rs to
each survey question are recorded wjthin NiFast and transmitt€d b WMS nighdy. The NIFAST appllcation ls progEmmed according to cribria Bot forth
in the NiFast Programming Rules created by CPAy'CMD Field Operations & Complianco and maintained by Technology and Applicadon Support. Bas€d
on the types of AOCS ldentified during the Inspection proc€6s, th€ NiFast application is programmed to classify remediation work into the following four
(4) categories:

l. Automatlc W S Job Ord.r: Certain AOCS identmed wlll result in th€ syst€malic cEalion otaWMS job order wherein thetargetdaband commit
dab are asslgned to ensure limely remedlation of the id€ntifi€d AOC and the cherge code is set to ensure the proper allocation of as8ociated costs (i.e.
operating vs. capital).

2. Furth.r Ac'tlon N.od.d (FAN): Specific types of AOCS are sent to th€ FAN Report and are assigned target dat6s and commit dateg as sot torth in
lhe NiFAST Programming Rulss; howwer, tvo* oders are manually sch€dul€d by th€ Integration C€nter based on location tvork load availability and
tmeflame6 set by managemsnt.

3. Exc.ption R.porti N|FAST s€nds c€rtain AOC5 to the Exception Llst as Integration Cenbr associatBs must apply judgement to determine th€
noc€ssary n€xt sbps for romediation of lh€ idenlifiod AOCS.

NOTE: Exceptlon Report ibms at€ not ass'Ensd target date6 and commlt dates as ihe types of AOCS assigned to this repod should r€prss€nt
condldons that may not have the game path to rssolulion and require judgement.

,1. Customer Notificatloh Li!t: AOCa ldentified on custom€r-owned service lines are algo recorded within N|FAST; howEver only leaks have a formal
communicadon process establlshed. lf lhere is a l€ak id€ntifi€d on a customer-olvned seNice llne, a post card will b€ s€nt to th€ cusiomer and a
Digtrlbulive Information System (DlS) ord€r will be manually creaGd for a s€Nice technician to follow up and ensure repairs w€re completed.

* Fleld personnel oth€r than Leakage Inspec-tors may still id€ntity AOCs during the course of thek work; however as they do not hav€ access to the
N|FAST application, they are instucted b r€poi an AOC to the Integralion Center through th€ MDT system, phone call, or manual papsr form.
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Internal Audit review€d the proc€sses and contols in place for Columbia cas of Pennsylvania (CPA) & Columbia Gas of Maryland's (CMD)
identlfication of Abnormal Op€rating Conditions (AOC), recorded through the uE6 of th€ Nisourc€ Fleld Application Survoy Tool (NiFAST), to ensure
identifi€d AOCS are remediated within timeframes sel forth by management and/or in accordanc€ wih r€gulatory requirementE. Inbmal Audit reviev/ed
AOCS ldentified from Jahuary I to Decomb€r 31. 2017 b ensur€ that the AOCS properly interfaced from N|FAST into WMS. Additionally, Intamal Audit
verified that appropriate job orders w€re created and completed based on the inspection r€sulb.

This audit confoms with the Int€rnational Standards for the Professional PEctic€ of Internal Auditing. A summary along with debiled observations,
have been provided. lntgmalAudit v'/guld lik6tothankthe Integration C€nt€r and Fiold and SFt€m Operatlons stafi and management for theia
coop€ration and tim€ in support of this follor,tlup revlew.

* During the p€riod of January 1, 2017 - December 31, 2017, programming changes were made within NiFast to align with three (3) verslons of the
NiFast Programming Rules. Addltlonally, Intemal Audit noted that a subs€queni vorsion was created in May 2018. To compl€te this r€view, InlBmal
Audit ulilized the criteria set forth in lhe NiFast Prog.amming Rul€s €fioctive in the appli=lion as of November 18, 2017.
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Obsarvation:

gligdg: Cu6tom6rs ar€ notified of AOCS id€ntified on their seMce lines.

g9!!!!!!9O: AOCa ldentlfled on cusbmer-owned s€rvice lines in CPA a€ record€d on th€ Customer Notification List. Per discusslon with th€
Integration Center, consistent processes have not been esbblish€d to onaur€ thal customers ars notifi€d of all identmed AOC5 on their lines.

Note: Per discussion with the Inbgrelion Center, only identmed baks are communlcated to customers via postcard.

ElgEl@pgg! Customers may not be aurare of and may not remediate AOCS on customer-owned a€rvice lines, which could pose a risk to public satety
or a68et integrity.

Recommendation: As communlcatlng and addressing AOCS on cusbm€r-own€d ssNic€ lin€s (reporbd on the Cusbmer Notificalion List) involv€s
input from various dep€rbnents, CPA Management should form oroseFfunctional teams to dewlop risk-based polici€E and proc€dur€s for addr€66ing
he6€ types of AOCS. Roles and responsibilities should be deJined fur eaoh departnent invohrcd.

!49!gSgEgA!_89989!99: Managsm€nt and lT will be submitting a RIT for th€ April lT demand meeting to notify custom€r through automated proce$.
This prooess will entall ldentfylng a customer in N|FAST and sends a communication in letbr format lhat notfies them to take oertain actions. The
solution will be linked to N|FAST: When a customer is identlfied, letbr ne€ds to be higger€d. Aft€r letter is sent, it needs docum€nt€d and recorded as
such in NiFAST. This lT solution will be in place by the end of the 3d quader.

This change in process will be u6ed when the condition is not deemed to be hazardous. In addition to lhe lT automated notification, Managoment wlll
also be pu$ing together a crcss-tunctionel teem consisting of Regulatory, Legal, Compliance, System Operations and tho Int€gration C€nter to design
the appropriate clommunication mesaageforany possibl6 AOC on a customer owned 8erylce llne.
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Observationl

g4tsda: AOCS sent to the FAN Report are Gmediated in accodanc€ with th€ timoframes set fodh in the NiFast Programming Rules.

&$!i!ig: lnternalAudit obtained a listing ofallAOCS s€nt to the FAN Report during 2017 (based on programming in plac€ at the time the AOC was
ldentified wlthin NiFast). Using th€ commit dat6s set forth in he NiFast Programming Rul€s (€frective In the application as ot November 'i8, 2017),
Intemal Audit noted that all but 1 of the FAN R€poft AOCS will not be required to b6 rem€diat€d until 2022 (i.e. 5 lrears from the date of identlfication).

IntomalAudit compared the numberof FAN Report AOCa donarin€d to the number of FAN Report AOCS wortcd (as of the dete of th€ query pull as of
July 26,2018), noting that th€ majority ofth6 populadon have not been remediated. (Reter b App6ndix B for the types ot2Ol7 AOGS €ont to the FAN.)

2017 FAN Report AOCs

F ldentified # Worked %Worked

CPA 4.777 7 0.1o/c

CMD 499 0.00/<

RisUlmpact: The work plan may not currently incorporate FAN Report AOCs that require remediation in future years to ensure compliance with
established commit dates.

Note: AOCs will continue to be identified through additional inspections performed in the following years. Additionally, once a location with an
outstanding AOCs comes upon its next inspection cycle (either a 1 year or 3 year period), there is a risk of duplicate identification.

BgggE!!$gggg!: Sinc€ the number of AOCa could increaao over time as additional insp€cdons are performed, Fi€ld Operations, System Operations,
the Integration Conbr, and Planning should contlnue to assess the dsk related with each AOC type and develop a risk-based work plan to ensure
remediatlon of both FAN Report AOCS in accordance with established comhit dabs.

tn{€m',t Audta identlttd cer,atr process gr.ps rEgEdinE ahe miaigaaion dAOGs as noted or srrdes $11, Thaae gEps h.w b3€,r ctnsoltdabd
into ona owrall modera|€ ,lndlng and managernent hag respondad with an oventl s,raliegtc approach as noaed on slida 12.

Manaqement Response: Refer to page 12 as NiSource Management is providing a strategic plan to address this risk at enterprise level.



Exhibit No. 13
Schedule No.4

Attachment A
Page 207 of 308Findings (Cont'd)

Observation:

gdlglig: The !rcrkload created as a .e.sult of identmed AOCS that are sent to the Exception Report is adequately monitored and managed.

Cgd!!!g!: Intemal Audit obtain€d a listing of all AOCa sont to ths Exception R€poft durirE 201 7 (based on progomming in place at the time f|e AOC
was id€ntifi€d within NiFast).

Note: Exception Repod items requirc judgement to resolve and do not have asslghed commitdates within th6 NiFast Programming Rules.

Int€rnalAudit compared the number of FAN Report AOCS td€rlilted b the number of FAN Report AOCS wor*ed (as of the date of the query pull as oI
July 26,2018), noting that ttte majodty of the population have not been remedlaied. (Refer to Appendlx C for further detail of the types ot AOCS sent to
the Exception Report during 2017.)

2017 Exception Report AOGs

F ldentified H Worked ToWorked

CPA 131,036 661 O.5o/o

CMD 2:992 O.0o/o

RisUlmpact: The work plan may not currently incorporate Exception Report AOCs that require remediation.

R€commendation: Since lhe number of AOCa could inorease over tim€ as additional inspections are performed, Field Operations, SystBm Opergtions,
the Intogration C€nter, and Plannlng should continue b asseas the risk relaiod with each AOC type and develop a risk-basod work plan to ensure timely
r€mediation.

tnt mal AudL ldenalf,ed cer''tn proc.as gaps rqardlng the mftlgttlon of AOC'S as roted oa srrdes &11 . These gaps haye b@n cnnsolidatd
tnlo one oyarall modera|e ttndlng and managqnent has rcspondad wLh an owrall sttabglc approach as no|€d on stlde 12.

Manaqement Response: Refer to page 12 as NiSource Management is providing a strategic plan to address this risk at enterprise level,
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Observatlonl

glilglig: Programming changes are mad€ to ensur€ alignment wiltr changes b the NlFast Programming Rules and existing AOC populations are
assassed for th€ im pact of the change.

Cgd!!ig: During the period of January 1, 2017 - D€c€mb€r 31,2017, programmlng changes w€re made 3 times to align with changes made to th6
NiFast Programming Rules,

Upon r€vielv of th€ various veFions of lhe NiFast Programming Rules, Internal Audit noted that chang66 within th€ Programming rul€6 p€rtained to:

. Re-classifying c€rbin AOCS within the four remediation catagories (i,€. Automatio WMS Job Order, FAN R€port, Exceptlon Report, and Cusbmer
Notification List)

. Adding additional drop down options to provide more detail about specific AOCS

' Adjusting commitdate timefEmes

However, as programming changes ar€ mad€ on a go fontErd basis, Int€malAudit inquircd about ho$, populations of previously identified AOCS would
be addr€ssed, noting that formal proceases to a6s€ss the impact and make necessary adjugtments to 6nsure alignment wlth cunent NiFast
Programming Rules hav€ not b€€n €stablished.

Pl€ase se€ Appendlx D tor oxamples of the risks created as a rcsult of programming chang€a.

Bii!!E!!gl: AOC8 ld€ntified prior to programming chang€s may not b€ wo*ed within commlt dates e6tablish€d in the current N|FAST Programming
Rules or dupllcate efrorb may oocur to r€solw id€ntified AOCS,

89c9!!!!9!C.c!!9!: When programing chang€s are made to NiFast, th€ impact of changes to the existing population of AOCS should be considercd.

lnfa'mal Audlt identlrled certatn process gaps rcgardlng,he mnga,lon of AOC'9 as nod on slld.s &11, These gap,z haw b@n ctnsotldabd
lnto ona owralt modarate tindtng and manag€,/nent has ,Es'/,|nded wlth an oye.',tl aa.rlegic approach as no(€'d on atide 12

Manaqement Response: Refer to page /2 as Nisource Management is providing a strategic plan to address this risk at enterprise level.
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Obseryation:

gdtsdq: Policies, processes, and pro@dur€s have bs€n implsm€ntad to €nsur€ th6 lim€ly rssolution of idontifiod "Possibl€ Theft of Gas^y'andalism'
AOC5.

Ggd@: Per discussion with ths IntBgration Centsr, Int€rnal Audit noted that "Possible Theft of Gas/Vandalism' AOCS id€ntified through NiFast do
not have clearly d€fined prcc€ss€s and contrcls b €nsura re6olution.

. During 2017, CP JCMD identified 9 'Posslble Theft of Gas^r'andalism'AOCS within NiFast; however, 6 of the g did not hav€ a servic€ order cr€ated
b resolve th€ AOC at the time of bsting. P€r disoussion with lC Managoment, simila. populations exist for the oth€r Nisource Gas Companies
ulililng NiFast.

EEllEDgg!: The Company may not be ad€quately addr€B8ing "Po6sibl6 Th€fr of Ga6/Vandalism' AOCS, which could poso a .isk to public safety or
asset lntegrity.

B999E!!9!S!C!!9!: lC Management and Nlsource Gas Operadons across the various states should work together b ensure r€solution of identifi€d
'Possible Theft of Gas/Vandalism' AOCS in a manner !^fiich sdequately addresses the associated safety and compliance rlsks. Rolgs and
responsibilities should be defined tor each depaftment Inlolved.

Note: While th'ts r€vi€w focus€d on CPA & CMD, Inbmal Audit r€comm€nds that Nisource Manag€ment d€v€lop aM imploment a consistent prccess
acrdss all Nlsourco Ga! Compeni.€. Field Operations, Sysbm Operations, th€ In@ration C€nt€r, and Planning should cor inue b assess lhe dsk
related with sach AOC tpe and develop a risk-based work plan to ensurs tim€ly r€m€diation.

,n|€mat Audn lde'rtlftd crrlria process g.ps reg.rdlng the mffigatlo'l ofAOC's as ,oled o, srrdes 8.11. TheEe gaps haw b@tr consolidabd
into one oyelEtt modq?t€ rinding ard mtnag.mqt has r.aponded wtth .n ovqatt st.a'egtc ap!,oac'h aa t|o.ed on sltde 12.
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@:
Nisourc€ l\4anagemont agr€ed with th€ need b dev€lop a Nisourco-wide strabgio approach to risk-ranking and remediating AOCs.

Nisource Mansgement agrees to utlllze the SMS ftamework and process io eveluab and rank risk ktentified AOC6. Th€ SMS team, working witl
complianc€ and standards, will r6commend approprlate changes to Gas Standards that inoorporate a common view ofcompllance r€quir€ments tor
AOC6. By eM of Q2 2020 the AOCS will be ranked and included in lhe .i6k regist6r.

In addltlon, NlFast AOC dah is not cun€ntly ayailabl€ in th€ data warshouse, crestlng challeng€6 and risks b visibility and management of this body of
!rcrk. Thls process wlll |equlre an lT solution to be completed b get data out ofNlFsst into th6 data warehouse foradditional reporting requirem€nts to
align with oth6r systems, l.e. WMS, DlS, Maximo, ClS. The requlred lT solution will be prss€nted at the March Demand mesting wih a delivery dato of
the solution by erd of Q4 20i 9.

Once the anev3ls of the ybrk and tlE priority is established, a plan wlll be de\reloped io work backlog and malntain complianca in he future.

A new lT solutlon was Installed at the end ot Dec€mb€r 2018 that aubmatically generates a WMS !,rbrk ord€r for Level 0 AOCS id€ntifi€d in NiFast.
This new tool was put into us6 in mid-Januery. In addltlon the Inbgration C€ntor has implement a pnccess wher€ all Level 0 exceptlons are v€rifi€d or
€scalaH appropriately b as6ur€ th6y are worked. The coordinabrs will verify lhat an order was tvorked for the Lwd 0 or they wlll escalate to fi6
appopriab ops scheduling leader. This will be docum€nt€d on €ach occunsnc€ in NiFast 3o that we have an audit hail.
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Obaeruetion:

g4!th: Polici€s, proc€ses, and procedurqs have been implemenbd b ensur€ the timely resolution of identified €ncroachment AOCS.

Cqg!!g!: Per discussion wih L€gal, Op€rations, Land and Survey, and the Int€grat'ron Cenbr, Intemal Audlt noted that iormal and consistent pollcles,
processes aM prccedure6 haw not be€n implem€nted to ercur€ the re€olrrtion ol all €ncroachmenb (i.e. both maln and seNice line) AOCS In a tlm€ly
mann6r.

' During 2017, CPA,/CMD identm€d 109 €norcachmenb over s€rvice lines within NiFast; however, none ol the ldentlfled AOCS are shown as resolvod
In fte sysbm at th6 tim€ of t€sting.

. Per digcusslon wlth various memb€rs of Nisouace Msnag6ment across the Integration Cent€r, Opsrations, Land and SUN€y and L6gal,
similar populations (including both main line and s6rvice lin€ oncroachments) exist for ths other Nisource Gas Companies utililng NiFaet
snd oroc€ss€s to rssolw the6e items is not risk-based and consistsnt.

Bi!f,I!!!@!: The Company may not be ad€quably addr€ssing €ncroachmenb, which could pos€ I risk b publlc safety or asset inbgrity,

B9g9!!E9!gC!!q: As detenninirE regolution of encroachment AOCa involves input from various depaftments, Nlsource Man€gehenl should form
cross-ftJnctional t6ams b dov€lop policles and procedures for resolvlng identifi€d €ncroachments in a manner which adequately de{ines appropriat€
timellnes to addr€ss the associad safety and compliance risks. Roles and rs€ponsibilitic€ should be deflned for each department involved,

Not6: Internal Audit prevlously conducted a Eview on COH proce.ssas In addltlon to lhis cunent CPA & CMD revi€w, Esulting in a simila. flndlng
Epecific to encroachments. A5 was not6d in thg previous finding, IntgmalAudit recommends that Nisourc€ Managem€nt develop and implementa
consist€nt process acoss all Nlsource Gaa Companlcs.

Manaoement Respons.: Management wlll adopt the encroachment process that was implemenbd in Ohlo durlng Ql 2018 across all stabs by the
end of0420'19. This b a proo€ss that aesighs olear roles and Esponsibiliti€s for ths process, develops a prioritized list of encroachment6 with time and
cost €stimat€s, and provides a consistent prccess across Nisource.
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Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure.

High risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date for
remediation.

high risk finding prior to official closure.

Moderate

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target Implementation Date
for remediation.

moderate risk findino prior to official closure.

Requires minimal attention: no material financial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low risk findings do not require an auditee Managemenf Response nor a Target Implementation Date for
remediation.
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2017 FAN Report AOCs - # ldentified vs. # Worked

FAN Report AOCs - CMD

Tvoe of AOC # ldentified % # Worked %

Vletallic Riser Not Sleeved

mprooer Regulator Vent near Electric Source

49i 98.8o.1

L.2o,1

(

c

o.ool

o.oot

fotal CMD Exception List AOCs - 2Ot7 499 loo.ool ( o.ool

FAN Report AOCs - CPA

Tvpe of AOC # ldentified % # Worked %

\4eter Protection

nadequate Meter Support

3uried Meter
3uried Meter lnlet Riser

mproper Regulator Vent Termination

mproper Regulator Vent by Forced Air Opening

mproper Regulator Vent near Electric Source

vletallic Riser Not Sleeved
)aint Meter Set

)amaged Coating
)ioeline Markers

5

12

30

z

233

26

1 ,516
1,492

1,455

5

1

o.tol
o.3o.1

o.601

o.ool

4.9o/r

o.5o.1

3L.7o.1

3L.2o/t

30.So/t

o.tol
o.ool

(

(

(

(

a

o.o%

o.o%

O.Oo/o

o.o%

o.o%

o.o%

o.3%

o.L%

o.o%

o.o%

o.o%

Iotaf CPA Exceotion List AOCs - 2017 4.77i 99.001 0.'lol
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2017 Exception ReportAOCs - # ldentified vs. # Worked

Exception Report AOCs - CPA

Type of AOC # ldentified % # Worked %

\tmosoheric Corrosion 67C 0.50/, 0.Oo/.

:ield Assembled Riser 36.53S 27.90/, o.oo/,
)ossible Theft of Gas or Vandalism c 0.001 o.oo/,

lncroachments 10s 0.101 o.ool

luried Meter Inlet Riser* 2.85i 2.20/, o.ool

)amaqed Coatino* 1.09( 0.80/, 0.0o/.

ixoosed Service Line" 12t O.1o/' o.ool

mDrooer Requlator Vent near Electric Source* 3.051 2.30/, O.2o/l

t4etallic Riser Not Sleeved* 3.82i 2.90/, 0.001

vleter Protection" 1.73t 1.3o/. 0.001

)aint Meter* 81.02t 61.80/, 65! 0.801

Iotal GPA Exceotion List AOGs -2017 131.03t 100.001 661 0.501

* Programming logic based on the version of the NiFast Programming rules in place at the time these AOCs were identified, required that
these AOCs be sent to the Exception Report. In the last 2017 version and the current 2018 NiFAST Programming Rules, these AOCs are now
directed to have an automatic WMS job order created or will be sent to the FAN Report with an established commit date. (Note: AOCs on

Exception Report AOCs - CMD

Tvpe of AOC # ldentified % # Worked %
:ield Assembled Riser

ixposed Service Line*
)amaged Coating*
mproper Regulator Vent near Electric Source*
)aint Meter Set*

2,445

2

1C

2!
51C

8t.7ot

o.tot

O.3ot

O.8ot

77.Oot

o.oot

o.oot

o.oot

o.oot

o.oot

Iotaf CMD Exception List AOCs -2017 2,992 LOO.Oot o.oo/,

D for further information.
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Risks Created Due to NiFast Programming Changes
During 2017, programming changes were implemented that changed the remediation category for several types of AOCs that had originally
been programmed to go to the Exception Report.
. The first change moved AOCs that were originally going to the Exception Report with no defined commit date to the creation of an automatic

WMS Job Order with an established commit date (all the items below moved to a 60 month time frame). InternalAudit noted that 9,642
AOCs created in 2017 would need to be adjusted to adhere to the subsequent programming changes. lt does not appear that processes
have been established to address how to handle this population of AOCs to ensure alignment with new NiFast Programming Rules.

' The second change moved AOCs that were originally going to the Exception Report with no defined commit date to the FAN Report with an
established commit date. Internal Audit noted that 84,614 AOCs created in 2017 would need to be adjusted to adhere to subsequent
programming changes. lt does not appear that processes have been established to address how to handle this population of AOCs to
ensure alignment with new NiFast Programming Rules.

2017 Exceotion Reoort AOCs Now Goinq to WMS Job Order (CPA/CMD)

Tvpe of AOC # ldentified
luried Meter lnlet Riser

)amaged Coating

lxposed Service Line

/letallic Riser Not Sleeved

/leter Protection

2,857

1,100

l:r ii
126

3,823

1.736

TOTAL 2O1i 9.642

2O17 Exceotion Renort AOCs Now Goino to FAN Reoort (CPA/CMD)

3,076

81.538

TOTAL 2O{7 84.614

Internal Audit noted that programming changes create the following risks specific to the population of AOCs existing prior to the date of the
change:

' lf a new commit date has been established, previously identified AOCs may not be addressed within the proper timeframe as they will still be
attached to old programming criteria.

. lf the subsequent inspection occurs before the previously identified FAN report AOC is resolved, a WMS job order could be auto-created,
creating the possibility of duplicate efforts to resolve the same AOC once the Integration Center manually releases the first AOC from the
FAN Report.
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IntemalAudit conducted a review ofthe Drocesses and controls across the Nisource Gas Distribution ComDanies to ensure that
residential and small commercial meters at risk ofvehicular damage were protected in accordance with applicable Gas Standards for the
audit period of September'1, 2016 through September 1, 2018.

The review focused on the processes and controls in place to assess the need for meter protection for both existing meters as well as
new or replaced meters. Additionally, InternalAudit reviewed the population of damages to meters forthe audit period to assess tvhether
meters damaged by vehicles were subsequently protected afrer the initial damage.

Summarv Conclusions:

InternalAudit identified 2 moderate risk audit findings' related to ensuring that there are processes established to include identified
abnormaloperating conditions (AOCS) in work plans to ensure timely resolution:

. Based on progress to-date, Meter Protection AOCS may not be incorporated into current and future work plans to ensure compliance
with established commit dates.

. Recommendation: Since the number of all types of AOCS could increase over time as additional inspections are
performed, Field and System Operations, lhe Integration Center, and Planning should work together (identifying clear roles
and responsibilities) to assess the risk related with each AOC type, including Meter Protection, and develop a risk-based
work Dlan to ensure remediation of identified AOCS in accordance with established Drocesses and commit dates.

. Management Response: Management agrees to utilize the SMS fEmewgrk and process to evaluaie and rank risk
identitied AOCS, including Meter Protection. The SMS team, working with Compliance and Standards, will recommend
appropriate changes to Gas Standards that in@rporate a common view of compliance requirements forAOCS. By end of
Q2 2020 the AOCS will be ranked and included in the risk regisler. In addition, NiFast AOC data is not cunently availabb in
the data warehouse, creating challenges and risks to visibility and management ofthis body of work. This process will
require an lT solution to be completed io get data out of NiFast into the data warehouse for additional reporting
requirements to align with other systems, i.e. WMS, DlS, Maximo, ClS. The required lT solution will be presented at the
March Demand meeting with a delivery date of the solution by end of Q4 2019. Once the analysis of the work and the
priority is established, a plan will be developed to u,ork backlog and maintain compliance in the future- lNote - th,ls
rcsponse is pan of an overall strategic plan to address /AOC'S across all Nrsource Gas Companies.l

'While the scope of this review was limitied to AOCS identified during September 'l, 2016 through September '1, 2018, Intemal Audit noted that the
recommendations would apply to all outstanding AOCS identified since the incoption ot NiFAST across the Nisource Footpdnt.
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Summaru Conclusions (Cont'd) :

. Meter Protection is not always installed after vehicular damage has occurred.

. Recommendation: Management should utilize data related to damages to install protection in locations where vehicular
damages have occurred and no changes have been made to the meter location.

. Management Response: Management agrees to put in place a process that places the accountability on the Operation
Center Manager to ensure that an order is created to install meter barrier protection any time a meter is damaged by a
vehicle. This order will be assigned a commit date of 45 days.
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All Columbia Gas Distribution Companies are subject to Gas Standard (GS) 3020.040: Meter Set Assembly Protection Residential and
Small Commercial *. The standard sets forth the following requirements for protecting new, replaced, and existing residential and small
commercial outside meterset assemblies (and service regulators):

"Each meter and service regulator, whether inside or outside a building, shall be installed in a readily accessible location and be
protected from corrosion and otherdamage, including, if installed outside a building, vehicular damage that may be reasonably
anticioated."

Additionally, when it is determined that protection for existing melers does not meet the requirements of GS 3020.040 (e.9. no meter
protection or inadequate meter protection, such as smaller bollards or inadequate bollard spacing), it is considered an AOC.

Each meter set is subject to inspection for leakage, atmospheric corrosion, and AOCS on a one or th.ee year cycle based upon its
placement in either a business district or non-business districl. lf it is determined during the inspection that an AOC exists related to
meter protection, the Inspectorwill note the condition within the Nisource Field Application Survey Tool (NiFast), and resolution ofthe
identified AOC will be scheduled according to standard timeframes established by Management-

NTPSCO

While nol covered under a specitic Gas Standard, NIPSCO Gas Engineering and/or Gas Operations will consider wheiher protection
should be installed when completing a new or replacement service line job order. As with the Columbia Companies, each NIPSCO Gas
meter set is subject to inspection for leakage, atmospheric corrosion, and AOCS; however, all survey results for NISPCO Gas are
manually entered into spreadsheets by the Inspectors and any necessary follow up work is scheduled manually through the creation of
job orders in NIPSCO'S work management system, Maximo. NIPSCO Gas Operations has established an AOC matrix, which defines an
AOC related to meter protection as a low priority.

Note: NIPSCO Gas Management noted that they are considering the future implementation of a data collection tool called "Collector'
which would allow for the systematic recording of identified AOCS, similar to NiFast in the Columbia Companies.

'The audit period was determined as Gas Standard 3020.040 became effective June 1,2016 and was considered fully implemented by September 1,
2016 lor all Columbia Companies.
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lnternalAudit reviewed the processes and controls established across the Nisource Gas Distribution Companies to verify the residential
and small commercial meters at risk ofvehicular damage were protecled in accordance with applicable Gas Standards for the audit
period ofSeptember 1, 2016 through Septembe|l, 2018.

This audit conforms with the International Standards for the Professional Practice of Intemal Auditing. A summary, along with detailed
observations, have been provided. lnternal Audit would like to thank the Integration Center and Field and System Operations staff and
management for their cooperation and time in support ofthis follow-up review.

Assess the process and controls, and documentation/data related to determining the need
for and installing meter protection across all of the NiSource Gas Distribution Companies.

No Findings Noted.

Obtain a listing of AOCs identified within NiFast specific to meter protection for the audit
period and analyze the population to identify trends and assess compliance with established
commit dates. (Columbia Companies only)

Finding #1 - See page 6-7

Obtain detail of damages across all of the NiSource Gas Distribution Companies monitored
by the Damage Prevention Center of Excellence for the audit period. For each location
where a damage to a meter occurred due to vehicular damage, determine whether
adequate action was taken.

Finding #2 - See page 8
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Risk Rating

Observation

Criteria: The workload created as a result of identified Meter Protection AOCs is adequately monitored and managed to ensure remediation in
accordance with established commit dates.

@!l!q: 8o/ooltheMeterProtectionAOCsidentifiedwithinNiFastduringtheperiodofSeptemberl,2016throughSeptemberl,20lSand
eligible for remediation for all of the Columbia Gas Companies have been remediated through the execution of a WMS job order.

Eligible for
Remediation Executed o/o Past Due o/o

coH 31,657 157 0.5% 17.435 573%
CKY 2.335 0.0% 24 'l.10/o

CMA 2,324 651 28.Oo/o 279 12.Oo/o

CPA 10,050 22 0.2% 45 0.4o/o

GMD 606 6 1.0% 0.0o/o

CGV 4,598 3,289 71.5To 52 1.60/o

TOTA 51.570 4.'125 8.0o/o 17.835 36.0%

Each of th€ Columbia Gas Companles utiliz$ differ€nt l€wls b classify Mster Protsction AOCa identtfled, which determines the commit date, or lhe
date requlred for rem€dialion. InternalAudit noted -tBK (36% of the -52K identtfed ond ellglble for rom€diation) of th€ Mebr PDtec,tion AOCS noted
above are pasl their €quired commit dat6 a6 of Decembe. 3'1, 2018. Please refer to App.ndlx B and App.ndix C for further details.

' CGV provided support for th€ status of all 52 accounts ldentmed by Inbmal Audlt. upon revlew of th6 detail, Intornal Audit noted that il8 of the 52
accounts related to Farm Taps, which CGV Management noted are scheduled to be address€d in 2019 aB part ofa progrsm speclfic to Farm Tap
locations.

tn
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Risk Rating

@gryale!rceltc)
Blelllollst:
Damages du6 to vehicular damags may not b€ pr€v€nt€d if met6r protoction is not installed on at dak m€iors. Based on current remediation rates, th€
wo*plan may not cur€ntly incorporats 'rd€ntifiod Meter Protection AOCS that r€quirs r€m€diation in futur€ years to ensure compliance wih esbblished
commitdat€6.

Not6: Mebr Protec-tion AOCS will continu6 to b€ ider ifiod hrough addilionel inspections porformed in the following y€ars. Additionally, once a location
wilh an oubtandlng Meier Protec'tion AOC comes upon it6 next inspection qrcle (eithe. a | )€ar or 3 !€ar p€riod), th€r€ is a risk of duplicat€
identification.

8999@!]g!!.S: Since the numb€r ot alltypes otAOCS could incr€ase over time as additional inspeotions are performed, Field Op€rations,
Sl6tem Op€rations, the Integration Cenbr, and Plannlng ghould work togeher (ldentifyihg clear roles and responsibilities) to assess the rlsk related with
each AOC type, inoluding Meter Prolecdon, and develop a rl€k-based vro* plan b ensure remedlatlon of identifed AOCS in accordance wlth
establish€d Drocsss€s and commit dateg.

!49!eSg@!AgS!9@: Nisource Manag€ment agr€€s to ulilize the SMS framework and process to evaluat€ and rank risk identified AOCS,
including moter barder protection, The SMS team, wo*ing with complianc€ and standads, will recommend appropriat€ ohanges to Gas Standards that
incorporat6 a common view ot compliance requirements for AOCS. By snd oI 02 2020 he AOCS will be ranked and includ€d in the risk r€gi6ter.

In addition, NiFast AOC data is not cunsndy availabl€ in the data warshous€, crealing chall€ng€6 and rkks to visibility and management of this body of
work. This proce6s will r€quir€ an lT solution to bs completed to get data out of NiFast into th€ data waFhouse for additional reporling requirements b
align wilh oth€r syatsms, i.e. WMS, DlS, Maximo, ClS. The rcquired lT solution will be pr€senbd at the March Demand meeting with a delivery date of
the solution by end otQ4 2019.

Onc€ the anal)€ls of the work and th€ priority is established, a plan will b6 d6veloped to r,york backlog and msintain compliance in the futurs.
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Risk Rating

Obsorvation

9!E9I!g: Once it is d€tBrmin€d thatvehicular damage may be reasonably anticlpated (i.€. afr€r a damage due to 6 vehicle has ocoured), bollards shall
be installed b Drot€c{ the m€t€r sgt ass€mblv

ge!g!!E!:

IntsmalAudit obtain€d the listing ofalldamages aoross allofthe Nisouroe Gag Distribu on Companies monibred by the Damage Prevention Center of
Exc€lleno€ and filt€rBd to ktentify those damages that occurrcd a9 a resuh of \,/ehlcular damage at the meter. InternalAudit selected a sample of iO to
debrmin€ wh€th€r adequato action was taken io proiect he meter €ubsequent to lhe damage. Intemal Audit idendfled tte tollowing:

. 19 of the 40 locations did not have evid€nce Slat m€t€r prct€ction was insbll€d subsequent io the damage occurring.

Additionally, Iniernal Audit also looked b ss6 if any M€tor Probction AOC8 had been itenufied at localions whe|€ damages had occunod (bolh critsria
occuning the period of audit). Intemal Audlt noted th€ fullowing:

. 17 locations had M€br Probction AOC6 identified prlor b he damage occuning.

Eigll!!!!!! Damag€ to met€r s€ts whidr, possibly couH have been prevenbd if meter prot€ction wsr€ inshlled.

Recommendation

Management should utilize data related to damages to inshll prot€ction in locations lvherc vehicular damages have ocourrcd and no changes hav€
been mad€ b th€ moter location.

lranaoement Resoonge

Managem€nt agr€es to put in plsce a procegs that plac€s the accounbbility on the Operatlon Cenier Manager b €nsure t|atan order Is cre€ted to
insbll metor bard€r probction any time a met6r is damaged by a vehlcle. Thls order will be assign€d a oommit date of,(5 days.
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Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure.

High risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date for
remediation.

hiqh risk findinq prior to official closure.

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date
for remediation.

moderate risk finding prior to official closure.

Moderate

Requires minimal attention: no materialfinancial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low risk findings do not require an auditee Managemenf Response nor a Target Implementation Date for
remediation.
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F

End of Next Year

A -evel 0s are uilized by CPA and CMD only. The Level description is noted as "lmmediate Action - CALL
ntegration Center."

B .evel 1s are utilized by COH, CKY and CMA only. The Level Description is noted as "evidence of previous
uehicle damage".

c level 3s were utilized by all companies during the audit period; however, Level 3 will only be available to COH,
3KY, and CMA going forward. The Level Description is described as "Needs Protection".

D -evel 4s were utilized by CPA and CMD only during the audit period; however, this category has been
lliminated going fonrvard. Previously described as "DIMP" with no defined commit date timeframe.

E -evel 6s are utilized by CPA only to identify those AOCs on customer owned service lines. These are sent to
:he Customer Notification List but do not have a defined commit date timeframe.

F -evel 7s are utilized by CPA and CMD only. The Level Description is noted as "Needs Protection". The Commit
late is noted as 60 months from the date of the inspection.



Appendix C - Summary of Past Gommit

Exhibit No. 13
Schedule No.4

Attachment A
Page 228 of 308

Commit Date
Level 0 Level 1 Level 3

lmmediate Action 60 davs End of Next Year
Eligible for

Remediation Executed
Past

Commit %

Eligible for
Remediation Executed

Past
Commit %

Eligible for
Remediation Executed

Past
Commit %

coH 266 154 112 42% 31,391 3 17,323 55%

CKY 24 0 24 100% 2,311 0 0 o%

CMA 293 163 130 56% 2,O31 488 149 24o/o

CPA 46 I 45 2o/o 4,914 0 ta o%

CMD 0 0 0 N/A 406 0 *
Oo/o

TOTAL 46 1 45 2% 583 317 256 54% 45,651 3,780 17,524 8%

*lnternal Audit excluded the Level 3 populations for CPA and CMD from the population of "Past Commit" as CPA and CMD will not use Level 3s going forward.
CPA plans to utilize Level 7 with a commit date of 60 months (instead of the end of the next calendar year) to classify a meter which "Needs Protection".
However, under the old commit dates, 5,365 Level 3 Meter Protection AOCs would be past due.

**CGVprovidedsupportforthestatusofall 52accountsidentifiedbylnternal Audit. Uponreviewofthedetail, lnternal Auditnotedthat48ofthe52
accounts related to Farm Taps, which CGV Management noted are scheduled to be addressed in 2019 as part of a program specific to Farm Tap locations.

Note: Level 4 and Level 6 Meter Protection AOCs do not have a defined commit date timeframe. Level 7s have a timeframe of 60 months; however, as the
audit period started on September t,2Ot6, none of the AOCs classified in that Level would be "past commit" as of December 31, 2018.



Procure-To-Pay SDLC - Gore Release 1

(Design & Build Phases)

To: Jennifer Tipton, VP - Enterprise Applications

Dave Speas, Director - Dir. Procurement Operations

Ron Harper , Director - Work Planning

From: John Manfreda, Project Manager - Infor. Systems Audit

Greg Wancheck, Director - lnfor. Systems Audit

March 12,2019
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Lifecycle) ution's
2019 to p
inclusion trol

1 evaluation will be directly followed by a Procure-To-Pay
ill provide a perspective on the program's subsequent

lT Audit's Procure-To-Pay SDLC - Core Release 1 (Design & Build Phases) analysis noted the following three (3)
findings:

High risk finding:
. The existing NiSource enterprise lT solution delivery model does not include a comprehensive intake

and on-going management process for non functional requirements.

1. Help facilitate the alignment of applicable NiSource domain owners, both lT and business, in determining the
curient state of higher risk, non fuhctional requirement criteria (cybersecurity, SOX, data, etc.) in the lT delivery
model.

2. Coordinate the process of maturing relevant higher risk, non functional requirement criteria with appropriate
NiSource domain owners (if required).

3. Absorb the higher risk, non functional requirements into the lT delivery model with appropriate
responsi bi I ity/accou ntabi I ity.

Moderate risk finding (#1):
. The current lT PMO deliverv framework does not have a standardized qovernance model

artifacUdeliverabte at the pioject and/or program tevel delineating accduntability, scope of
engagement, and responsibility to relevant stakeholders.

lutions delivery framework. This
engagement, and responsibility to all
members of the NiSource business.
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Moderate risk finding (#21=

. The NiSource lT PMO estimating and planning process does not account for potential SOX controls
design and execution modifications required in the solution delivery process.

process to include considerations for SOX controls design and execution modifications. This would include
engagement of external SOX control subject matter experts who would have the background to disposition
relevant risks and develop mitigating solution specific controls.

Due to the nature of the findings noted above, lT Audit will continue to monitor the P2P Program Team's
solution delivery activities and future alignment with the NiSource lT PMO in our subsequent P2P SDLC -
Gore Release 2 (NIPSCO) and 3 (NGs/Columbia) assessments.

This audit conforms with the lnternational Sfandards for the Professional Practice of lnternal Auditing,
wherehy a summary of HIGH and/or MODERATE findings will be provided to the AliSource Audit Committee.
NiSource lT Audit would like to thank both P2P Program Management and the NiSource lT PMO for their
cooperation and time in supporting this effort.
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Beginning in May 2018, NiSource commenced an initiative to transform the enterprise's Procureto Pay (P2P)
capabilities by implementing process, organizational and technology changes for both materials and services
procurement. The initiative is focused on the deployment of the following two (2) externally hosted cloud, aka:
Softwa re-as-a-Service (Saas), appl ications for sol utio n i m p lementation.

SAP-Ariba for materials and core procurement

SAP-Fieldglass for services procurement enablement

NiSource's P2P initiative has the following goals over the program lifecycle:

Re-engineered P2P processes that are aligned with updated operating model/roles enabled by Cloud/SaaS
applications and will provide the desired efficiency to build appropriate P2P capability maturity

Use of proper buying channels, services platform and preferred suppliers to maximize use of negotiated
pricing, drive discounts / rebates, supplier self-service and to control spend leakage

Use of electronic invoice submission and supplier self-service to drive automation and efficiency of payment

Use of best-in-class payment terms to optimize working capital

Availability of quality data harmonized by company/commodity to enable sourcing savings

lT Audit's on-going alignment with the P2P program initiative will continue throughout the remainder of 2019 and will
center around subsequent phase execution activities of planned Core and Services Procurement module releases.

a

o

O

a

o



Audit Scope and Approach

Exhibit No. 13
Schedule No.4

Attachment A
Page 233 of 308

lTAudit aligned with the P2P Program Team, the NiSource lT Project Management Office (PMO), and other P2P
program stakeholders to review evidence on the setup of processes, procedures, and controls used to manage P2P
program execution. The methods used by NiSource lT Audit may include (but are not limited to) interviews of key
process owners, documentation revieq observation and independent testing of appropriate, standards, metrics, and
system config u rations.

Review procedures included the following objective(s) and associated action steps listed within the results below:

Assess whether Project Scope, Cost and Schedule controls are in place and compliant with
NiSource's lT Project Management Methodology (PMM). Finding #1 (see Slide 7)

Assess whether Project Quality controls over solution conformance to requirements are in
place and are operating as designed.

No Findings Noted

Assess whether controls over communications and stakeholder alignment are in place and
are operating as designed.

No Findings Noted

Review project user acceptance, approval activities, third-party service provider
management, and deployment plans (where applicable) to provide reasonable assurance
NiSource corporate policy and/or program standards are followed.
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Assess whether business process controls (automated and manual)were included in the
solution development, testing and deployment processes.

No Findings NotedAssess whether interface controls were considered and included in the solution
development, test and deployment processes.

Assess whether data conversion activities controls (where applicable) were considered and
included in solution deployment processes.

No Findings Noted

Monitor on-going integration, alignment and communications between the NiSource P2P
Program Team, lT Project Management Office (PMO), Third-Party Providers and NiSource
P2P Business stakeholders to provide feedback on the approach and execution process
during the review period.
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Observation

ed!94e: To provide key proje€{ and program stakeholders with a detailed description of accountability, scope of engagement definition,
and responslbility.

gg!C!!!q: The existing lT PMM framework allots for only the Project Charter being th€ high-level artifact wh€reby roles and scope of the
proiecuprogram are defined. Each Nisource lT projecuprogram can further define its own governance struc{ure, stakeholder reporting
mechanism and delivery standards/practices.

BlgglEE!: Without a clear delineation of stakeholder scope, accountability, and rol€s/r€sponsibiliti€s in a universal governance model
structure, each Nisource poject and/or program are reliant on a Program Managers' experlence to provlde ongoing delivery govemance.
This approach could lead to the risk of inconsistent solulion d€livery manag€mentand decision-making authoriiy.

Recommendation

The Nisource lT PMO should align with the relevant lT Towers in creatlng and embeddlng a standardized projecvprogram govemanca
model inlo the curent lT solutions delivery framework. This standardized governanc€ artifact should lay out accountability, scope of
engagement, and responsibility to all relevant proj€cuprogram stakeholders, whether they be lT resources or members ofthe Nisourc€
business.

Manaqement Response

lT Management aligns with this recommendation. The lT PMO team will create a program governance structure that will cover role
definitions, RACI and templates with a plan to roll-out by end of Q3 2019.
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Observation

glllgli!: To provid€ Nisource lT Service Delivery practitioners with a comprehensive intake and on-going management model for non
functional requiremenb to reduce the inherent risk(s) ofdelivering ineffective and/or non compliant solutions.

@!!!!b: The existing Nisource enterprise lT solution delivery model does not include a comprehensive intake and on-going
management process for non functional requirements.

B!sUIE!as!: Not having a comprehensive intake and on-going management process for non functional requiremenb may lead to
ineffective solution delivery and/or delivery of non-compliant solutions.

Recommendation

Nisource lT Leadershio should:

'1. Help facilitate the alignment of applicable Nisource domaln owners, both lT and business, in determining the curr€nt state of higher
risk, non func{ional requirement criteria (cybersecurity, SOX, data, etc.) in the lT delivery model.

2. Coordinate the process of maturing relevant higher risk, non functional requirement criteria with appropriate Nisource domain o\,vners
(if required).

3. Absorb the higher risk, non functional requirements into the lT delivery model with appropriate responsibility/accountability.
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!&!3se!!e!!-B9s@
All policies and standards for non-funclional requirements (Cybersecurity, SOX, etc) will be placsd inio a common repGilory and a link to
this repository will be oblained from the PMO site. Additionally, each lT prcJsct will be assign€d a Technlcal Solutlon Owner (normally
the assigned Solution Architect) rrfio will havE accountability and responslblllty for adherence to comply wlth these requirements.
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Obs€rvation

gliElig: To pr€vsnt deliv€ry of lT solutions Mthout the consideration and inclusion of SOX risks and relevant controls at the appmpriate
stage of deliv€ry.

@!!!q: The Nisource lT PMO estimating and planning process do€s not account for potential SOX controls design and execution
modlfications required in the solution deliv€ry process,

Elgtsl!!pa9l: Lack of appropriate estimating and plannlng for potential SOX controls design and execution modiflcatlons may lEad to
both non-coniorming soludons and related re-u/ork risks.

Recommendatlon

The Nisource lT PMO should enhance the existing lT PMO Estimating and planning process to include @nsiderations for SOX c,ontrols
deslgn and executlon modifications. This lvould include engagement of external SOX conlrol subject matter experts who would have the
background to disposition r€levant risks and develop mitigating solution specific controls,

Manaoement Resoonae

Through engagementwith key stak€holders, Nlsource lT Servlces will deflne an approach lo ass€as pot€ntial SOX impacts and conslder
associated effort and cost in the defin€d prolect estimatlon model and process. The deflned enhanc€ments will roll-out by the end of Q4
2019.
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Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure.

High risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date for
remediation.

high risk findinq prior to official closure.

Moderate

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date
for remediation.

moderate risk finding prior to official closure.

Requires minimal attention: no material financial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low risk findings do not require an auditee Managemenf Response nor a Target lmplementation Date for
remediation.



NiSource Corporate Services Gompany Gost
Allocation Audit

May 6, 2019

To: Adolfo Acevedo, Director Shared Services Center, Corporate Accounting

From: Chris Marlatt, Audit Project Manager

Jaclyn Callahan, Manager Internal Audit

Ryan Binkley, Director Internal Audit
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InternalAudit performs an annualreview oftho accounting systems, source documents, allocation methods, and billing procedures used by Nisource
Corporate Services Company (NCSC) to allocate costs/expenses to the various subsidiary companies ("affiliates"), including the holding company.

Thefocus ofthe audit includes the following procedures:

. Determine that costs are fairly and equibbly allocated to all subsidiary companies, including the holding company; and

. Verify pocedures are in place b ensure that all cosb have been allocated monthly and are accurately refleoted in the FERC Form 60 Financial
Reoort.

Summary Conclusions:

Based on our audit resulls, the methods and proc.edures used to allocate costs/expenses and bill subsidiary companies, including the holding company,
are reatonable. Amounb reported as convenience and contract billing payments in the FERC Form 60 appear appropriate.

Note: there is an inhercnt isk relaEd to the prcper applicatbn of these methods by employees (i.e. manual awlication of billing pool codes to invoices
or timesheets).

This audit conforms with the Intemational Standards for the Professional PEctice of Internal Auditing. A summary, along with detaibd obseNations,
have been provided to Corporate Accounting Management. Internal Audit would like to thank NCSC staff and management for their cooperation and
time in suoDort ot this audit.

Background
In February 2006, the Public Utility Holding Company Act (PUHCA) was repealed and replaced with the PUHCA of 2005. Prior to this date,
NiSource Corporate Services Company (NCSC) was required to obtain prior approvalfrom the Securities and Exchange Commission on new
allocation methods used to allocate costs and expenses, The PUHCA of 2005 is primarily a "books and records" statute and provides the Federal
Energy Regulatory Commission (FERC) with the authority over the books and records, the ability to prescribe standards, and gives access to the
books and records of the holding company to the public utility commissions, but only to the extent relevant to the costs of the subsidiaries,

NCSC uses various allocation methods to assign expenses to companies (including the holding company), or groups of companies, to classify
and disclose expenses in the financial statements. Such allocation methods are defined in the service agreements ("agreements") between NCSC
and the affiliates. Affiliates are billed by NCSC via contract and convenience billings. Contract billings represent labor and expenses billed to an
affiliate. The allocation between affiliates is based on a billing pool which is a four digit code that identifies the company or company's benefiting
from the charge. Convenience billings are accommodation payments that are rendered when NCSC makes a payment to a vendor for goods or
services that are for the benefit of more than one or all affiliates, and can be made for an affiliate who may not have the means to wire money to
outside vendors. Each affiliate is billed monthly for their proportional share of the payments made in that respective month.
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Inbrnal Audit has completed a r€vie$, of the accounting 8) gteme, source docum€nts, allocation m€thods, and billing procedur€s us€d by NCSC to
€llocale coats/o(pena€s to lh€ various sub8idiary companies, includlng the holding company, for the p€riod January '1, 2018 through Dec€mber 3'1.
20'18.

t{OfE; Costs essocrafed with the Lletrimack event werc induded in the populatbn of dhcated NCSC costs and wqed to out atdit proc!dures,
We win be issuing a sepatde meno regading the W@esses of ensnlng cedah Meiimdck event @&s (1.e. intefial labq) were Noperly rc@rded
to CMA.

Determine if allocation factors are updated regularly to reflect current statistical data to ensure that
NCSC charges are billed relative to current operations.

No Findings Noted.

Verify contract and convenience billings are properly billed to affiliates.

Verify holding company costs incurred are properly segregated and paid by the holding company.

Verify executive time allocation accurately reflects the companies benefiting from their services.

Verify costs charged by department are in accordance with the NCSC cost allocation guidelines.
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Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure.

High riskfindings require an auditee Managemenf Response coupled with a Target lmplementation Date for
remediation.

hioh risk findinq prior to official closure.

Moderate

Requires corrective action due to moderate dsk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date
for remediation.

moderate risk findino prior to official closure.

Requires minimal attention: no materialfinancial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low risk findings do not require an auditee Managemenf Response nor a Target lmplementation Date for
remediation.



Corporate Gredit Gards Expense Review & Analytics
(2018 Annual Period)

June 19,2019

To: A. Acevedo, Director Shared Services Center

From: L. Black, Senior Auditor

M. Eich, Lead Data Analyst

J. Callahan, Manager Internal Audit

R. Binkley, Director Internal Audit

trffilaze.
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Internal Audit conducted an audit of expense transactions incurred by employees on behalf of Nisource to analyze trends in
employee spending and aid in identifying instances of non-compliance during the period of January 1 , 2018 to December 31,
2018*. Refer to the chart below for a breakdown of spend by the various card types in use during 2018.

Total Corporate Gredit Gard Spend 95.6 $

The focus ofthe audit includes the following procedures:

. Analyze corporate card and other reimbursable expenses to identify any unusual items and/or trends;

. Determine whether corporate card and other reimbursable expenses are processed in accordance with corporate policy and
Intemal Revenue Service (lRS) guidelines; and

. Determine whether corporate card and other reimbursable expenses incurred as a result ofthe Greater Lawrence Incident
were processed in accordance with corporate policy and IRS guidelines.

. On September '13, 2018, a series of fires and explosions occuned in Lawrence, Andover and North Andover,
Massachusetts related to the delivery of natural gas by Columbia of Massachusetts (CMA), referred to herein as
the "Greater Lawrence Incident' (GLl). Employees from all of the Nisource companies assisted in the efforts to
replace the gas pipeline system in the affected area and restore service to affected customers. As these efiorts
resulted in additional expense transactions totaling -$44 million, IntemalAudit applied a higher level of focus on
the expenses incurred as a result of the Incident.

*Expense population dotermined by utilizing the GL Extraction Date, the dale the expense posted to lh€ Gon€ral Ledger.
€ Employees who are not issued corporate credit cards orwho incur out of pocket 6xp6nses may still incur legitimate reimbursable business
expenses. These expenses are submitted within the Myspond expense reporting system and are included in th€ Employee Expense Cards
total rofsrenced above.

64$
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Summary Conclusions:

Refer to Appendix B for a summary of the total number and amount of selections reviewed by IntemalAudit as well as the
breakdown between GLI expenses and Non-GLl. The results of the selection testing is noted below:

Non-GLl Expense Selections:

InternalAudit identified minor exceptions to corporate policies related to providing cash or cash equivalent gifts to non-
employee. (Refer to Appendix c for transaction details.)As a result, Internal Audit created one (1) Low Risk Finding,
recommending that Accounts Payable, Tax Department and the P2P team provide clarification and additional guidance to all
NiSource employees to ensure employees understand to whom cash or cash equivalent gifts can be provided.

GLI Expense Selections:

InternalAudit noted that the GLI expenses reviewed were properly supported when required (i.e. receipts and business
purpose provided); however, InternalAudit did idenfiry the following minor policy deviations:

. Cash equivalents (gift cards) were pmvided to customers (non-employees); and

. Cash was provided to customers to compensate for the customer's product loss as a result of GLI

While these transactions were exceptions to company policy, Internal Audit declined to include these transactions in the finding
noted above as the extenuating circumstances created as a result of the GLI necessiiated being able to quickly address
customer losses.

Additionally, IntemalAudit noted other unique transactions (e.9. expenses related to dog boarding or overnight babysitting for
employees who were working in CMA). While these transactions were unique as compared to the types of transactions
typically expensed for business purposes, the employees documented the business need and the expenses were properly
approved by their supervisor. As such, InternalAudit declined to create an audit finding.
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During 2018, Nisource consolidated the types of cards employees could use to make purchases on the Company's behalf. As
a result, the JPMoqan Chase Visa "One Card" replaced the American Express (AMEX) Cards and Citibank Purchasing Cards
(Pcards).

Refer to the chart below for a breakdown of each card type and the period utilized:

To align with the changes in card types, Nisource also updated the corporate policy related to employee expenses. The
Nisource Corporate Credit Card policy was effective for the audit period of January 1, 2018 through August 26, 2018 and the
updated Business Expense Policy was effective for the audit period ofAugust 27, 2018 through December 31 , 2018.

EmDlovee Expense Corporate Cards
AMEX cards were available for employees to utilize from January 1, 2018 - September 7, 2018 to pay for appropriate business
expenses. As the Company transitioned to the use of the JPMorgan Visa One Card, all AMEX card accounts were closed as of
September 7, 2018. FinalAMEX expense reports were required to be submitted byAugust 31,2018.

All charges incurred through AMEX or "One Cards" were auto-fed into the Nisource expense reporting system, Concur
Expense Solutions (referred to herein as "Myspend") and then processed by individual employees.

*Supply Chain noted that all Purchasing Cards, with the exception of two (2), were closed as of November 22, 2018. The
remaining two (2) cards were utilized solely for GLI expenses (managed by Supply Chain personnel) and were closed as of
Febuary 22,2018-

1.2018 - Seotember 7. 2018
ust 27 . 2018 - December 31 . 2018
uarv 1 .2018 - December 31. 2018

nuary 1.2018 - December 31 .2018
nuary 1,2018 - December 31 ,2018
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Accounts Payable performs pre-payment audits on expense reports meeting pmgrammed criteria within MySpend, including
audits of all Officer Expense statements. Additionally, MySpend allows for "hard stops" which will generate an automatic
system response if a transaction does not meet specific criteria and will not allow the expense report to be processed until all
required criteria has been entered.

- Note: Subsequent to the GLl, an increased amount of expense transactions were incuned to support employee
travel to and from CMA and the rebuild efforts. Accounts Payable noted that the receipt requirements within
Myspend were lifted for a two month period between September 14, 2018 through November 14, 2018 to expedite
the expense report payment process and to ensure that maximum credit limits were not exceeded. The receipt
requirements were lifted again two more times for roughly ten minutes each time to allow Supply Chain to process
cards which were utilized to incur large volumes of GLI expenses.

Purchasinq Cards
Prior to the transition to "One Card", P-Cards were used as a payment method for small purchases (usually less than $1,000
per transaction) of materials, supplies, and certain services. Once expenses were incured, cardholders were responsible for
providing a monthly packet (including matching receipts) to their supervisors for approval (evidenced via manual signature).
Approved packets were then sent to an outside vendor, 3SG, for review

This process was manually intensive, lacked automated controls and quality assurance/quality control processes. As part of
an audit conducted in 2017, InternalAudit reviewed expense transactions processed through P-Cards which deviated from
Company policy, resulting in the creation of a moderate risk auditfinding to address the risk created as a result of the process.

To address the audit finding, Nisource made the decision to stop using Citibank P-Cards. All P-Cards were scheduled to be
closed as of September 2l, 2018; however, as a result of the need for employees to be able to quickly incur expenses related
to GLl, the deactivation of the cards was delayed until November 22, 2018.
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All P-Cards, with the exception of two (2), were closed as of November 22, 2018. The remaining two (2) cards were utilized

solely for remaining GLI expenses (managed by Supply Chain personnel) and closed as of February 22, 2019. Supply Chain

collected 99% of the required packets and passed further pursuit of the $79.7k remaining missing packets for 2018. See

APPENDIX E for further detail.

- NOTE: InternalAudit noted that expenses incurred using Employee Expense and P-Cards are subject to supervisor
appmval, and supervisors are responsible for performing an adequate review and ensuring expenses align with
company policy. A supervisor's assessment of the reasonableness of the expense in accordance with policy is
limited to the information available for review.

Fuel Cards
Fuel cards are used to purchase fuel or very limited vehiclsrelated expenses (e.9. a car wash, quart of oil, or diesel additive).
Fuel cards are restricted using the Merchant Category Code (MCC) to limit the types of purchases that can be made using the
card. Cards are assigned to a vehicle within a Nisource company and must remain with the vehicle at all times. Each card is
assigned a cost accounting code and changes to the code require management approval.

In order to use a Fuel card, an employee must sign the Nisource Automotive Resource International (ARl) Wright Express
Card UserAgreement and submit the form with manager approvalto the Nisource Credit Card Program Administrator.
Employees are then assigned a unique PIN number which allows purchases to be traced to the individual employee using a
vehicle card.
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ARI monitors spend for compliance with Nisource policy and potential fraud and will communicate with the Fleet
Administration team when transactions need further review. In addition to the controls outlined above, exception reporting is
also available to supervisors of employees using Fuel cards. Each supervisor may determine what criteria they would like to
monitor related to fuel spend and the Fieet Administration team will communicate the results of the daily exceptions to the
supervisors. Examples of exception reports are (but not limited to): cardholders with more than 3 transactions per day,
transactions greater than $150, cardholders who made a purchase in gallons which exceeded the vehicle's tank capacity, and
a purchase of premium fuel when vehicle calls for regular.

Fleet Cards
Fleet cards are not credit cards but they do contain ARI billing information which allow users to make purchases at automotive
parts stores via a purchase order pmcess managed for NiSourc€ by ARl. Purchases under $50 don't require approval,
however, any purchase over $50 is required to go through an ARI approval process. Cardholders are instructed to only use the
incidental card for small items (i.e. lights bulbs, oil, windshield wipers) as a way to be cost effective and not use a garage for
replacing the items.

Note: Cardholders who incur Fuel and Fleet (incidental) spend are not required to submit receipts or "process' expenses. ARI
(Wright Express) maintains the detail of all spend transactions and monitors spend on a daily basis.
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Intemal Audit performed an audit of the processes and controls in place related to the use of Nisource Corporate Cards and
other employee expense reimbursements. The purpose of the audit is to assess overall compliance with the requirements of
the corporate policies for the period January 1, 2018 through December 31, 2018.

This audit conforms with the International Standards for the Professional Practice of IntemalAuditing. A summary along with
detailed observations, was provided to Management. InternalAudit would like to thankAccounts Payable, Supply Chain, and
Tax Managementfor their cooporation and time in support ofthis audit.
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No Findings NotedReview the procedures performed by Accounts Payable and Supply Chain to monitor spend
and/or periodically audit transactions incurred by cardholders.

Using a risk-based approach, review selected corporate card expense transactions identified
as part of our analytic procedures in Step 3 of Objective 1 and evaluate their compliance with
corporate policies.

NOTE: Upon reviewing the controls and processes rn place to monitor Fuel and Fleet spend
and performing an independent analysis of the Fuel and Fleet transactions to identify potential
fraud indicators and/or significant outliers, lnternalAudit noted that additional sample testing
was not necessary fo assess the risk related to Fuel and Fleet transactions. As such, the
sample testing performed herein focused on transactions from Employee Expense Cards
(AMEX & One Card) and P-Cards.

No Findings NotedReview procedures followed to identify expenses incurred on behalf of the cardholder's spouse
and ensure proper treatment for tax purposes.

Verify that taxable travel has been identified and properly included in income as required by
IRS reporting requirements for employees with unique working arrangements, including travel
with the use of the Company-leased aircraft for compliance.

No Findings Noted
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Observation

Criteria:

Employee expenses are for valid business purposes, are adequately supported and reviewed, and are in compliance with corporate
policy.

Condition:

As a result of reviewing '164 selections (Refer to Appendix C forfurther detail on the selection process), InternalAudit identified 4 minor
deviations from the established policy requirements:

. Four (4) transactions classified under various gift categories did not properly indicate a cash or cash equivalent was given, as is
required for proper tax treatment. Internal Audit noted lhat these cash or cash equivalents were incurred through crowdfunding
websites, such as GoFundMe or We Pay. The beneficiaries of the transactions appeared to be non-employees, which is an exception
to corporate policy.

Risk/lmpact:

Expenses may not be properly classified within MySpend to ensure accurate reporting and inclusion within the established tax
assessment and income reporting processes.

Recommendation:

InternalAudit recommends that the Accounts Payable, Tax Department and the P2P team provide clarification and additional guidance to
NiSource employees to ensure employees understand to whom cash or cash equivalent gifts can be provided.
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Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure.

High riskfindings require an auditee Managemenf Response coupled with a Target Implementation Date for
remediation.

high risk findinq prior to official closure.

Moderate

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate riskfindings require an auditee Managemenf Response coupled with a Target lmplementation Date
for remediation.

moderate risk findino prior to official closure.

Requires minimal attention: no materialfinancial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low risk findings do not require an auditee Managemenf Respons e nor a Target lmplementation Date for
remediation.
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CC: J. Hamrock

D.E. Brown

P.T. Disser
C.J. Hightman

C.W. Levander
V. Sistovaris

S.K. Surface
P.A. Vegas
B. Archer
D. Creekmur
M. Huwar

M Kempic

H. Miller

K. Cole

S. Diener

S. Anderson

M. Downing

J.M. Konold

J.W. Mulpas

M.D. McCuen

N. Drew

S.J. Jain

R.L. Bond

T.M. Smith

R.C Rosenbrock

Deloitte & Touche
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IA Selections

Payment
Type

Total Spend
by Payment

Tvpe
NON.GLI

$
NON.GLI

#
GLI
s

GLI
#

Total $
Iesfed

Total #
Iested

)ash
qMEX

)ne Card
)-Card

$

$

$

2,893,549

11 ,988,174
35,529,948

27.659,112$

$

$

$

5,392

53,814

9,203

8,088$

!

3(

2t

3{

$ 2,506

$

$ 531,086

$ 29.455

1't

(

4(

$ 7,898

$ 53,814

$ 540,290

$ 37.543

20

39

65

40

Total $ 78.070.783 s 76.496 1 1', $ 563.048 5: $ 639.544 164

Note: InternalAudit made a sample using a risk based approach, including 53 selections of transactions
incurred as a result of GLl.
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Amount Category Selected by Employee Who
Processed Expense

Recipient of
Crowdfunding Donation

Exception ldentified

E1 00 Bereavment - Flowers / Food
Family of a deceased

employee
3ash donation not properly
dentfied for tax purposesE1 50 Safetv Award - Non Taxable

815 Safety Award - Non Taxable

8100 Bereavement - Flowers / Food
Family member of currenl

emolovees
lash donation not properly
denffied for tax ourposes

TOTAL of ldentified Policy Deviations
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NiSource Employee Expense Gards (MySpend) and P-Gard Expenses
2017-2018

MySpend Purchasing Cards
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2,OOO

1,000

0
IGLI
I Employee Spending per MySpend

+Number of Employees with Expenses

Overalltotal MySpend expenses increased -95%
from 2017 to 2018. The primary driver of this
increase was spend resulting from the Greater
Lawrence lncident. The total number of employees
submitting expenses increased by - 1 1% during
2018 (4,424 - 4,929).

IGLI
r Employee Spending per Citibank

+Employees with Citibank (P-Card) Expenses

Overall total Purchasing Card spending
increased -18% from 2017 to 2018. The
primary driver of this increase was spend
resulting of the Greater Lawrence Incident. The
total number of employees submitting
expenses increased - 57% during 2018 (2,036

- 3,195).
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Aug Sep Oct Nov DecJan

51.3 sr.e 51.3 sr.r s1.3 
't.z

50.e Sr.r 50.0 53.6 Ss.1 S8.s

s1.1 sr.Z sZ.S 52.2 s2.1 sl.s s1.3 s1.4 5r.S 512.s 513.1 S8.8

iz.q Ss.+ S3.9 Sa.+ , S3.4 
'z.t 

5z.z Sz.a 52.2 516.5 518.1 517.3

Total 2018 Myspend vs Pcard Spend
Trend by Month

(GU not included)

s2s

520
E .,.

so {-....... -...,.... "or"., l.rturrr' ::::::i::;;-:l:l::i: -::::;:::::-:::::::::::: :::::::::::: ::::::::::::
Jan Feb r Apr lun Jul Aut Sep Od Nov Dec

rPcard 2018 S1.3 51.6 S1.3 S1.1 51.3 5r.2 S0.9 S1.1 50.6 S0.r 50.1 S0.0

.MysPend 201a 511 57.7 $2.5 S2.2 S2.1 S1.5 S1.3 S1.4 51.3 S2.0 52.6 53.4

rotal : 52.a 53.4 S3.9 I Sr.o Ss.q ' Sz.t Sz.2 : S2.6 51.9 S2.t 52; 93.4

Note:The2018 MySpend totalconsistsof thefollowing types of transactionsAMEX, OneCard and Cash Reimbursable(outof pocket).
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NiSource Fuel Gard and Fleet Card Expenses
2017-2018
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Fleet Cards

Overall total Fleet (incidental) spending
increased -16% from 2017 to 2018. The total
number of employees submitting expenses
increased by - 4% during 2018 (506 - 524).
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Overall total Fuel Card Expense spending increased
-23oh from 2017 to 2018. The total number of
employees submitting expenses decreased by - 4%
during 2018 (4,672 - 4,503).
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2018 NiSource All MySpend Payment Types

525,804,0s0 516,967,677

cLl % ofTotalSpend

52,618,581 51L,988,174

NON GLI % ofTotal Soend
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Totaf MySpend Expenses Gategory 2018

NOTE: New Expense Descriptions were created during 2017 to provide further clarity on the type of transactions purchased and
related tax implications. Additionally, in August of 2018, New Expense Descriptions were created as a result of the Company's
decision to move to a One Card for business expenses. As a result, a comparison to prior yea(s) spend by expense description is
not meaningful. Internal Audit re-grouped some of the MySpend categories for analytical purposes.

3,312,547
59,630

879,329
316,788

1,927,004
239,417

4,469,423
22,971,097

8,381,055
353,063

1,392,998
4,161,398

4,091
392,438

1.551.394

ifts/Safety Awards
round Transportation

raining, Dues & Memberships

943,559
13,469
2,937

219
740,118

7,061
951,057

17,734,866
3,043,959

27,479
320,446

3,257,740

29,946
6,162

2,368,988
46,162

876,393
316,569

1 ,186,886
232,356

3,518,366
5,236,230
5,337,096

325,584
1,072,552

903,658
4,091

362,491
1,545,232

rand Total $ 27,079,018 $ 23,332,653 $ 50,411,671
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Total "Gift" MySpend Expenses Category 2017 - 2018

NOTE: New Expense Descriptions were created during 2017 to provide further clarity on the type of gift purchased and related tax
impfications. Additionally, in August of 2018, New Expense Descriptions were created as a result of the Company's decision to move
to a One Card for business expenses. As a result, a comparison to prior year(s) spend by expense description is not meaningful.
lnternal Audit did note that the Gift Transactions for the years of 2014 - 2018 the expenses averaged of -$383k.

mployee - Flowers

mployee - Gift Card / Certificate
- Merchandise

- NiSource Raffle

- Retirement Gift Card

- Retirement Merchandise

/ Safeg Awards

Employees - Merchandise

$

$

$

$

$

$

$

$

$

$ 26,

$s,
$ 13,31

$ 26,47

$81
$

$2,
$ 142,

$ 11,

$5,
$2,
$ 1.2
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2017 vs 2018 MySpend Mileage Submissions

+2OI7 - Mileage

+2018 - Mileage

500 1,000 1,500 2,000

Employees Submitting Mileage

* The Vehicle Policy states "An employee is eligible to be assigned a passenger type Company vehicle if the position requires that the
employee travel in excess of 12,000 business miles on an annual basis or if the employee's job duties make the use of a personal vehicle
unreasonable". Internal Audit provided a list of the twenty-one (21) employees noted above who submitted more than 12,000 miles to
Fleet Management to determine eligibility for a fleet vehicle. Fleet Management noted that there are plans to increase the mileage
threshold to 14,000 miles, which would result in nine (9)employees during 2018 exceeding the new proposed limit.

NOTE: The Vehicle Policy was revised effective March 20,2019; which states in Section 2 Eligibility: "2.2. An employee may be
eligible to be assigned a Company vehicle if such employee's job function requires a vehicle to perform the job function and the
employee will travel at least 14,000 business miles on an annual basis."

Total number of Employees
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2018 - Missing PCard Packets No Longer Pursued

*Packets not required

UniGrp

Uniforms

HR Incidents

1T

GPA Tech Depot

Corporate Services

Supply Chain-Merrimack Valley lncident

Note: Internal Audit noted the chart (above) and the following was statement was provided by Supply Chain Management:
"Since the majority of the required packets as per the amount of spend have been received, we will no longer be pursuing
missing packets. We are scheduled to move all packets on 3SG to Open Text by the end of March 2018. 3SG will
maintain the data for the month of April. At the end of April, once NiSource has approved, 3SG will destroy all information
they have relating to packets".

Gitibank 2018
loavments): Total

Packets Not
Reouired*

Packets
Reouired

Missing
Packets

Percentage of
Required Packets

Collected
Seo $ 569.039 $ 44,618 $ 524.421 $ 39,791 92%

f,ct $ 3.636.930 $ 1.429.654 $2.207.275 $ 35.656 98%

\ov $ 5.065.080 $ 2.588.934 $2.476.146 s 4.278 100%

)ec $ 8.482.936 $ 3.978.202 $4.504.733 $ 100%

Srand Total $ 17.753.984 $ 8.041.409 $9.712.576 s 79.725 99Yo



Abandonment of Service Line Facilities
Columbia Gas of Kentucky (CKY)
Columbia Gas of Ohio (COH)
Columbia Gas of Pennsylvania (CPA)
Columbia Gas of Maryland (CMD)
Columbia Gas of Virginia (CGV)

September 25,2019

To: NiSource Gas Distribution Presidents

NiSource Gas Distribution General Managers

Don Eckstein, Senior Vice President Gas Support Services

From: J. Callahan, Manager Internal Audit

R. Binkley, Director Internal Audit
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IntemalAudit conducted a review ofthe processes and controls in place related to the abandonment of service line facilities across the
Nisource Gas Distribution Companies utilizing the Distribution lnformation System (DlS)* in accordance with both federaland state
regulatory requirements as well as any internal Gas Standards. The review focused on the processes and controls in place to perform the
following:

. Assessment for the prospect of future use at service locations in Inactive, ldle, or Pre-New Set Status;

. Response to changes at those locations (e.9. demolition); and

. Executlon of a service line abandonment in accordance with Nisource Gas Standards.

Summaru Conctusions:

Intemal Audit identified 2 moderate risk audit findings related to ensuring that lhere are processes established to complete
abandonments in accordance with Nisource Gas Standards:

. Internal Audit identified instances where the use of a "Paper Abandon" may not have been appropriate. Refer the to scenarios below:

1 instance where a "Paper Abandon" job order was executed in WMS where the service was identified as "unlocatable" (e.9.
"House Not Here").

Multiple instances where a "Paper Abandon" job order was executed in WMS on a service identified as a single service in the
system but no additional information was provided as to why a "paper" execute was appropriate.

. Recommendation: NiSource Management should establish a process which outlines how to address "unlocatable"
services when eligible for abandonment, including which resources and methods to locate should be attempted and how
decisions should be made and documented. NiSource Management should also ensure that "paper abandons" are
reviewed for proper execution and that the documentation in the systems of record support the use of the "paper abandon"

. NIPSCO Gas and Columbla Gas of Masgachus€tts (CMA) utilize the Customer Information System (ClS) to track information related to services. As
such, those companieswillbe reviewed separdtely during 2019.
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Summarv Concl uslons (Cona'dl :

. Management Response: The state specilic audit findings (referenced on the previous slide) have been assigned to the
State Presidents/Coos for resolution by December of 2019. The SMS asset management team will utilize our risk-
informed decision making model to prioritize the audit finding and determine the appropriate mitigation schedule. The asset
management team will then work with intemal SMES, GMs, and State Presidents/Coos to develop a hollstic mitigation
plan to include appropriate layers of protection that will help prevent future occurrences; incorporating findings from each
state. This action will be entered in CAP and assigned to the asset management team within SMS. The action plan will be
developed by November of 2019.

. A population of -22K Inactive, ldle, or Pre-New Set services have not been abandoned in accordance with the 60 month timeframe
outlined in Nisource Gas Standards.

. Recommendalion: Nisource Management should work to resolve the population of services in Inactive, ldle or Pre New
Set Status that are past the timeframe for abandonment as established in Nisource Gas Standards. Additionally, Nisource
Management should establish a process going forward to monitor Inactive, ldle, or Pre-New Set locations to ensure that
they are abandoned in accordance with Nisource Gas Standards.

. Management Response: The SMS asset management team will utilize our risk-informed decision maklng model to
prioritize the audlt finding and determine the approprlate mitigation schedule. The asset management team will then work
with intemal SMES, GMs, and State Presidents/Coos to develop a holistic mitigation plan lo include appropriate layers of
protection lhat will help prevent future occurrences; incorporating findings from each state. This action will be enlered in
CAP and assigned to the asset management team within SMS. The ac{ion plan will be developed by November of 2019.

Additional ltems Noted During the Audit: While performing testing procedures, Internal Audit identified instances of inaccurate or
incomplete data within company systems of record related to the following key fields:

. Inaccurate or Blank Disconnect Dates

. Inaccurate or Blank Service Line Install Dates. Duplicate PSIDS assigned to one service location. Inaccurate Master Tap Codes (indicates when a manifold meter or split service exists)

. Inaccurate Meter Location Codes

Internal Audit discussed these items with Management and provided examples for their review.
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The Pipeline and Hazardous Materials Safety Administration's (PHMSA) Code of Federal Regulations (CFR) S 192.727 (d) states the
following:

Whenever service to a customer is discontinued, one of the follor/',/ing must be complied with:
1. The valve thal is closed to prevent the flow of gas to the customer must be provided with a locking device or other means

designed to prevent the opening of the valve by persons other lhan those authorized by the operator.
2. A mechanical device or fitting that will prevent the flow of gas must be installed in the service line or in the meter assembly.
3. The custome/s piping must be physically disconnected from the gas supply and the open pipe ends sealed,

The Nisource Gas Standard 1740.010 outlines the conditions requiring abandonment specific to Meters and Service Lines. (Note: Some
of the requirements below are self-imposed while others are required by individual state commissions.) Refer to th€ charl below:

may remain in place for
to 24 months after the gas

has been
nued. The meter may

to remain in place if
stances indicate it is

lines that have gas discontinued should be evaluated for the prospect of future
by the end of the 24th month from the day the gas service was discontinued. lf no

for future use can be determined. then the service line shall be abandoned.
Lines shall be abandoned not later than the end of the 60th month from either

date that the gas service was discontinued or when the service line was placed in
for a new service line that has not had a meter installed.ies should be left in

the service line can occur.
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Internal Audit reviewed the processes and controls in place related to the abandonment of service line facilities across the Nisource Gas
Distribution Companies utilizing DIS in accordance with both federal and state regulatory requirements as well as any intemal company
Gas Standards.

This audit conforms with the International Standards for the Professional Practice of Internal Auditing. A summary, along with detailed
observations, have been provided to Nisource Management.

Refer to Appendix B
Obtain a listing of all damages included in the Damage Prevention Tracking System (DPTS)
for the period of 111117 - 4117119. Using this data, identify damages which occurred on
inactive or idle services and assess the associated risk.

To determine how frequently a new service is installed after performing an abandonment,
obtain all locations with a completed abandonment job order during the period of 11112015 -
313112019, then identify any subsequent new service line install for those same locations.

Refer to Appendix G
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Observation

g!i!g!ig: The comp€ny shall maintain accurate and complete records for all seNice lines.

99!!!!!!q!: Intemal Audit identified the following:

. I instance where a -Paper Abandon'job order was exocuted in WMS where the service was identified as 'unlocatable' (e.9. "House Not Here').

. Multiple instances whe.e a 'Paper Abandon" job order was executed In WMS on a service identified as a single service in the s!6tem but no
additional information was provided as to why a 'papea execute was appropriate.

Intemal Audit noted there are scenarios when utilizing the paper abandon proc€ss is appropriat6 (refer b NOTE below); however, it is difficult to ensure
the capture ofthe complete popul€tion of "Paper Abandon'job orders for risk analysis and review as the phrase is manually typed into Job Order
Summarywithin WMS and there are often differences in how the us€r r€fer€nces it (e.9. Paper Abandon, PaperABN, Paper ABDN, PPR ABNDN,
Execute Only, EXC Only).

NOTE: The process of 'paper abandoning' was originally created to represent instances whee a job order needed b be completed to €nsufe acculate
records but u/hero no work was actually performsd on the seNice line. See below for the following examples of when utililng th6 paper abandon
process is appropriate:
. It service to the primary account on a manifold setting n€€ded to be abandoned, the service line could not physically be cut as it still s€rviced the

remaining accounts on the manifold. As a result, a "pap€r abandonment" would be completed by executing a 566 job order (service lino
abandonment)and including the term "Papef or "Execute Odf in the Job Order Summary Description field within WMS.

. In certain cases, if a mainline is retircd and moved to another location, th€ seNices associated with the original main would have 'papor
abandonments' completed as lhere was not a need to physically out th€ s€avices from the main as the main was no longer in servico. The6e job
orders would also include the torm "Papea or "Execute Only'in the Job Order Summary Description field within Wl\4S.

Ri3Mmpact lmproperly executed "paper abandon'job orders create th6 risk that there i6 no longer a record of a seNice line which could potentially
still be attached to a live main.
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Recommendalion

Nisource Management should establish a process which oudines how to address "unlocatable' service6 when eligible for abandonment, including which
resources and methods to locate should be attempted and how decisions should be made and document€d.

Nisource Management should also ensure lhat 'papea abandons' alE r€vielv€d for proper execution and that th€ documenbtion in the systsms ot
record gupport the use of the 'paper abandon".

lranaoement Resoonse

The state specific audit lindings (referenced on the pr€vious 6lid€) hav€ been assigned to the State Presidents/Coos for resolution by Decombar of
2019, The SMS asset managementteam will utilize our risk-informed deciaion making model io prioritize the audit finding and determine th€
appropriato mitigation schedule. The asset management team will then work with internal SMEs, Gl\4s, and State Presidents/Coos to develop a holistic
mitigation plan to include appropriate la)€rs of protection thatwill help preventfuture occunen@s; incorporating findings from each sbte. This action will
be entered in CAP and assigned b the assel managementteam within Sl\4S. The action plan will be developed by Noyemb€r of 2019.
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Observation

94!g!ig: Services are abandoned ih accordance with the tiheframes set forth in the Nisource Gas Standards.

ggd!!iq!: l9% of the service locations in Inactive, ldle or Pre-N6w S6t status are past the 60 month requirement for abandonment as established in
Nisource Gas Standard 1740.010.

"These populations represent seruices with premise statuses of Inactive, ldle, or Pre-New Setasofa point in time (l\4arch 31,2019). Subsequent
chang€s at service locations (e.9. re-activation ofseMce) would result in adjustments to the populations above.

'* Manifold accounts were included in the population past the 60 month requirement noted above if there were no active related accounts.

Based on the data pulled as of March 31, 2019, the company could expect an additional -5.6K and -7.0K services to come due for abandonment ih the
next 12 and 24 months, respectively.

Refer to the followjng slide for an aging analysis ofthe -22K noted above baaed on the Disconnect Date (lnactive or ldle Status) or Install Date (Pre-
New Set Status).
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Observation - Condition (Cont'd)

Date Blank or lnvalid 1,550 381 144 318 64 2.467

1950s 7 L 8

1960s t2 L L L4

1970s 9 L 3 13

1980s 946 244 66 ro7 7 L.370

1990s 2,142 464 t52 258 18 3,034

2000s 3,9L1 3,504 510 505 62 8,493
2010s 3,048 2,042 t,427 599 113 7323
roTAts 11,535 6,636 2,294 1,893 zil 22,722

Elstslqpe.s!:
. The company may incur facility damages on inactive service lines, which could have been avoided had tho abandonment been completed timely.

. Changes to s€rvice locations (e.9. demolition) are more likely to occur the longer the account is not active. lf the company is not notified that a
demolition occun€d or if the company does not respond, it may aesult in diffcuhy to locat€ company asseb.

. The company may incur pot€ntial fines or penafties if found to be out ot complianoe with Nisource Gas Standards.
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Recommendation: Nisource Management should wolk to resolve the population of services in Inactive, ldle or Pre-New Set Status that are past the
timeframe lor abandonment as established in Nisouroe Gas Standarda. Additionally, Nisource l/lanagement should establish a procegs going foMard to
monitor Inactive, ldle, or Pre-New Set locations to ensure lhat they are abandon€d in accordanc€ with Nisourco Gas Standards.

Manadement ResDonse: The SMS asset hanagemeht team will utilize our risk-informed decision making model !o prioritize the audit finding and
dete.mine the appropriate mitigation schedule. The ass€t managementteam will then work with internalSl\4Es, GMs, and State Presidents/Coos to
develop a holistic mitigation plan to inolude appropriate lat€rs of protection that will help prevent fufur€ occunences; incorpoGting findings from each
state. This action rvill be entered in CAP and assigned to the asset managomentteam within SMS, The action plan will be developed by November ot
2019.
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Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or sig nificant brand/reputational exposure.

High riskfindings require an auditee Managemenf Response coupled with a Target lmplementation Date for
remediation.

hioh risk findino orior to official closure.

Moderate

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date
for remediation.

moderate risk findino prior to official closure.

Requires minimal attention: no material financial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low risk findings do not require an auditee Managemenf Response nor a Target lmplementation Date for
remediation.



Appendix B - Facility Damages on Locations Past the 60 Month
Abandonment Requ i rement

lnternal Audit obtained the population of 3rd party damages on service lines from the period of January 1,2017 through April
17,2019 to analyze trends related to damages at locations in Inactive, ldle or Pre-New Set status. Out of the total 4,029
damages that occurred during the period review, 9 related to locations which were past the 60 month period for abandonment,
resulting in additional costs of -$12K. Refer to the chart below:

Ohio 2,9t7 27 L s 895.14

Kentuckv 307 t2 6 s 7.s93.74

Virginia 368 9 1 s 1_.445.05

Pennsvlvania 390 4 1 s 3.009.76

Maryland 47 3 N/A

Att COMPANIES 4,O29 55 9 $ !2,9M
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Appendix G - New Service Line Install Subsequent '!illli.lL-]'i;11to Ab a n d o n m e n g$[1*1?1'rt

As it can be difficult to accurately predict the prospect for future use, lnternal Audit performed an analysis to determine how
frequently a NiSource company installed a new service line less than one year after abandoning a service line at that same
location. As noted in the table below, this scenario occurred after -7o/o of the completed abandonments.



Robotics Process Automation (RPA) Design

To: Andy Zupfer, lT Program Manager - lT Applications - EnUCorp.

Jennifer Tipton, VP - lT Applications

From: Goranka Kasic, Project Manager - Infor. Systems Audit
Greg Wancheck, Director - Infor. Systems Audit

October 8. 2019
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Nisource Information Technology (lT) Audit aligned with Nisource's Robotics Proc€ss Automation (RPA) Proiect Team
to provide an independent, consultative perspective on RPAS initial design integration into existing lT Service Delivery
procedures/processes and the organization's cunent technology stack. lT Audit also evaluated RPAS alignment with
Nisource's experimentalAgile delivery model aspirations, including adherence to Nisource lT Proiect Management
Methodology (PMM) mntrols and requirements where deemed applicable.

lT Audit's assessment over RPA Controls Design noted a single (1) LOW Risk Finding:

. Nisource's enterprise lT solution delivery execution model has not yet been modified to
absorb emerging lT technologies. As a result, Nisource lT project delivery teams engaged in
the emerging technologies space, including RPA, are forced to develop and implement their
own governance model and risk managemenucontrol structure unique from what Nisource
has available to leverage from its traditional lT solution delivery methodology.

technologies into the NiSource enterprise environment, lT Audit recommends management
engage an external Subject Matter Expert (SME) who specializes in emerging technology
support model development and establishment of relevant lT controls. This SME engagement
for how to best introduce emerging lT technologies into NiSource would provide coaching
expeftise and industry-specific best practices for our internal lT practitioners and business
stakeholders to leverage - specifically targeted around appropriate emerging lT technology
governance models, risk awareness, and timing of lT controls adoption.

This audit eonforms with the lnternational Standards for the Professional Practice of lnternal Auditing, whereby a summary of HIGH
and/or MODERATE findings will be provided to the lViSource Audit Committee. AliSource lT Audit would like to thank NiSource lT
Applications, AltSource lT Projeet Management Office (PMO), SOX, and other RPA business sfakeholders and management teams for
their cooperation and time in supporting this effort.
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Robotic Process Automation (RPA) is a robotics solution software, commonly referred to as a "robot" or "bot", whose
function is to capture, emulate, and integrate human actions within lT applications/or systems and execute business
processes. As such, this emerging technology allows organizations to automate a variety of high-volume, repetitive,
and mundane business process tasks and simultaneously reduce costs. Governed by structured inputs and business
rules, RPA bots can process a transaction, manipulate data, trigger responses as well as communicate with other lT
applications and systems. For instance, RPA processes can range from a simple scenario such as the creation of an
automatic response to an email, to the deployment of thousands of bots programmed to automate jobs in an ERP
system.

RPA was initiated at NiSource in October 2018, with an objective to "establish the infrastructure, software, and
governance framework to rapidly identify, develop, and deploy Robotics Process Automation (RPA) processes and bots
that can automate existing manual tasks and redirect those manual efforts to innovation and more strategic tasks."
Additionally, RPA was selected to be the first "pilot" project and an "early adaptor" of NiSource lT's transformational
Agile delivery model, with an intent to collaborate with the NiSource lT PMO in exploring tools and deliverables
applicable to an Agile methodology.

ln October 2018, NiSource 's RPA Project Team also entered into a contractual agreement with UiPath, an industry
leading RPA platform software provider, with an intent to utilize UiPath's primary product suite (Studio, Robot, and
Orchestrator) to design, schedule, deploy and manage automation processes.

lT Audit has been aligned with the RPA project since November 2018 and continues to provide an ongoing advisory
input/feedback to the RPA Project Team as an early adaptor of Agile delivery practices. As of June 2019, the RPA
Project Team has been able to automate 22 NiSource business processes in the Finance, Customer, and lT
departments.
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lTAudit aligned with NiSource lTApplications, NiSource lT Project Management Office (PMO), SOX, and other RPA
business stakeholders to review evidence on processes, procedures, and controls used to actively manage the RPA
project. The methods used by NiSource lT Audit may include (but are not limited to) interviews of key process owners,
documentation review, observation and independent testing of appropriate standards, metrics, and system
configurations.

Review procedures included the following objective(s) and associated action steps listed within the Results below:

No Findings Noted
Assess whether scope, cost and schedule process design and change controls are in place and
compliant with NiSource's lT Project Management Methodology (PMM) framework and SOX (where
applicable) requ i rements/controls.

Assess whether RPA project quality assurance controls over solution conformance to requirements
are in place and are operating as designed.

Assess and evaluate the RPA project governance model and evaluate its alignment with NiSource's
enterprise policies, procedures, and standards. Assess the definition of roles and responsibilities
how the Project Team is managing accountability for RPA deliverables.

Evaluate and test the execution of RPA project's user acceptance approval activities and deployment
plans to provide reasonable assurance NiSource corporate policy and/or program standards are
being followed as the solution is being delivered to business stakeholders.

No Findings Noted

Assess the alignment of RPA Agile Pilot Methodology with NiSource's lT Project Management
Methodology (PMM) framework and best practices, especially those related to SOX requirements.
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Monitor and evaluate on-going integration, decision-making, alignment, governance, and
communications between the RPA Project Team, lT Project Management Office (PMO), lT
Applications, SOX, Finance, Customer Insights, Executive Stakeholders, vendors, and other
key stakeholders to provide feedback on the approach and execution process during lT Audit's
review period.

No Findings Noted

Review Lessons Learned activities performed post each Sprint completion, as well as staged
Go-Live deployments, and determine how items identified are being addressed within the
future/remaining RPA deployments.

No Findings Noted
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Risk Rating

glitglie: To provlde Nisource lT's emerging technology prcgrarn/project deli\rery teams, including RPA, with a go\remance support
model and standardized operating fram€work that snforces accountabillty, consistency, and standadization.

gg!!!!!q: Sinca both operaling modEl and ddiwry executlon standard(s) have not yet been defined for emerging lT technology
introduction Into Nlsource, the RPA Project Team had to develop their own govemanc€ model and lT risk management crlteria as part of
Its process automation deployment stralegy.

B!g&!!!E!: Without a defined emerging i8chnology delivery appmach and adoptable standards which address risk and control
considerations, there is potentlalior cyber risk exposure, inadequat€ solulion funclionality, and scalability challenges.
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Recommendation

Although understanding and supportive of the flexibility required to bring emerging lT technologies into the NiSource enterprise
environment, lT Audit recommends management engage an external Subject Matter Expert (SME) who specializes in emerging
technology support model development and establishment of relevant lT controls. This SME engagement for how to best introduce
emerging lT technologies into Nisource would provide coaching expertise and industry-specific best practices for our internal lT
practitioners and business stakeholders to leverage - specifically targeted around appropriate emerging lT technology governance
models, risk awareness, and timing of lT controls adoption.

Manaoement Resoonse

Nisource lT welcomed Audit to participate in our RPA roll-out acknowledging that processes and control structures would be evolving-
We are pleased that 22 business processes have been automated in our first year which you also highlighted in your review. A
working steering committee has been established including business participants. This group assists with program direction and
priorilization, following Nisource standard practice. In addition, lT engaged a consultant to assist with further definition of the RPA
governance structure in order to develop a scalable model for the enterprise. Technical development and deployment follow lT best
practice change management processes ensuring bot deployment does not create new risk. Certain control points, already present in
our PMM methodology, will be further developed for RPI'/Agile, and we expec{ this to mature and evolve through 202C.
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Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure.

High risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date for
remediation.

hiqh risk findins prior to official closure.

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date
for remediation.

moderate risk finding orior to official closure.

Moderate

Requires minimal attention: no material financial or operational impact; low probability of residual risk;
process/controls operati ng below opti m al levels.

Low risk findings do not require an auditee Managemenf Response nor a Target lmplementation Date for
remediation.



2018 Pension Trust and Benefits

September 20,2019

To: Jillian Hansen, Director of Benefits

Tammy Frazier, Internal Audit Lead

Lin Koh, Director InternalAudit

From:
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Internal Audit performed an audit to assess the accuracy and completeness of pension plan information and payments for the
period from Januayl, 2018 through December 31, 2018.

Based on procedures performed, IntemalAudit noted one moderate risk finding:
. For one Nisource participant, there was an error in Alight Solutions' qualified vs nonqualified account balance calculation.

This audit conforms with the lnternational Standards for the Professional Practice of lnternal Auditing. A summary along with
detailed obseruations, have been provided. lA would like to thank NiSource staff and management for their cooperation and
time in suppott ofthis audit.

Background
On an annual basis, IntemalAudit performs a review of the Pension Trust Fund. During this year's review, our work was
designed to assess the accuracy of plan benefit payments as well as demographic data for the period under review.

Pension benefits are maintained byAlight Solutions, an outside provider. There were no significant changes in how pension
benefits are managed and maintained for Nisource during 2018.

Once a Nisource participant has met the annual contribution limits set by the IRS for qualified plans, they have the option to
contribute to a non-qualified plan. Contributions to a non-qualified plan are unlimited. Non-qualified plans are supplemental
benefits on top of those provided by a company's qualified retirement plans and are not guaranteed as they are not required to
meet ERISA standards regarding eligibility, participation, documentation and vesting.
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The purpose of this audit was to assess the accuracy of the plan benefit payments for the period from January 1,2018
through December 31, 2018.
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The purpose of this audit was to assess the accuracy of the plan benefit payments for the period from January 1,2018
through December 31, 2018.
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March 31,2020

Obseryation

gI!gd!: P€nsion benefib are calculated wlth complete and accuEte intormatlon and are paid accordingly.

gqd!!!g!: Th€r6 was an enorin Alight Solutiona' qualified vs nonqualifi€d account balance calculation. This resuhed in approximataly $1500 ofth6
padicipanfs benefit ($'1.3M btal) being inconec(y paid out of the qualified rather flan non{ualified account. The €rror was a result of th€ F€bruary 2011
defened performance based pay not being r€corded in Alighfs s!6tem for this padicipant. A r€conciliation betw€€n Peoplesoft and Alight for all oh€r
paiicipanb with deferred performanc€ based pay for F€bruary 2011 was perform€d and no addilional discrepancre€ lvere noH.

Rilkrlmp.ct Paym€nt of non{ualified benefib from the qualified account could r€sult in pobnual vlolotion of tunding rules established by ERISA.

Recommendation

Internal Audit recommends that benefits for participants contributing to a non-qualified plan be subject to additional review requirements.

Manaq6ment Resoonse

The €nor made in the quallfed v6 non{ualified balance of the parlicipant In queElion was mad6 back in 2011, prior to lh€ impl€montation of an annual
audh proc€ss of the non{uglmed pension benefit which commenced around the 2015 time frame. The audit on the non-qualifi€d p6n6ion benefrt occurg
annually and eneures the paftlclpants def6n€d comp€nsation for 6aid !€a. ls accurat€ly ref6c't6d in Alighfs s)'stem, Additionally as a r€6ult of thls lssue,
a further revierr/ of th€ deisrrsd comp€nsation was r€cendy add€d to th€ monthly R€tir€menvEarnings review to ensure all deiened comp€nsation is
accurately reflec[od at @mm€nc€m€nt, A compr€h€nsiw r€vi€w of all parlicipanb wifi an outshnding non-qualified benefit (approximat€ly 100
partlcipants) will be completed by March 31, 2020.
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Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure.

High riskfindings require an auditee Managemenf Response coupled with a Target lmplementation Date for
remediation.

high risk findinq prior to official closure.

Moderate

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date
for remediation.

moderate risk findinq prior to official closure.

Requires minimal attention: no materialfinancial or operational impact; low probability of residual risk;
process/controls operating below optimal levels.

Low riskfindings do not require an auditee Managemenf Response nor a Target lmplementation Date for
remediation.
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From: Brett Welsch, Project Manager - Infor. Systems Audit

Greg Wancheck, Director - Infor. Systems Audit

September 11,2019

trffitorrce



Exhlbh No.13
Sch.dule No. ,l
Att chmeniA

P.ge 301 ol 308

Exercise review between May 2019 and July 2019. The
recover data center operating hardware, operating
the Nisource enterprise frori the Sung6rd recovery

orts created in orderto gain an understanding of results
addition to interviewing key individuals associated with
contracts, presentations and other relevant

/ Sungard agreement.

lTAudit's 2019 Disaster Recovery Exercise analysis noted one (1) LOW risk finding:

Low Risk Finding (#1):. A review of tho Disastor Recowrv Exercise Ru
infqrmation lo asgbt relevant peEonnel in the
appllcations, there ls an opportunity to onhance the I ough
siitus reports dlstributed i{uring thir June 2019 DR E;
Informatlon. these can also be enhanced bas€d on th. details in th€ Recommendation bslow.

> Recommendation: Nisource lT Management should engage wilh relevant DR support teams, vendors, business and
lT application owners to determine whEther additional inforiration would be usefui io the overall DR exercise planning
and dxecution Drocess. Included in this informalion could be:

maior disaster recoverv
r DR exercise oarticiDahts
aoolicable - and who is

o contact informalion for suDDort Dersonnel-Objective (RPO) & Recoveii Tirie Objective (RTO) for

. Tasks completed within the exercise timelines and timing of upcoming tasks to assist application and business
panrcrpants w|tn merr Invovement

Additionally, the Nisource lT DR Management team should have follow-up discussions with all recipients ofthe
exercise status reports to determine whether informaticn on the status report is useful or if more - or possibly less -
information would be beneficial to include within the reports.

aionat Practice of tnaenal Auditing, wtrereby a summary of H|GH
Commiat€€. Nisource tT Audit woutd llke kt thank ahe flisourt'e tT
thi9 efrod.
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The NiSource lT Disaster Recovery program is commissioned to support the NiSource enterprise by identifying, defining,
documenting and testing recovery plans that would be executed in the event of an unforeseen interruption in computing services.

The goal of NiSource's Disaster Recovery Exercise is to validate appropriate procedures are in place and adequately provide
direction for the recovery of critical NiSource computing applications. The agreed to scope, objectives and type of exercise
determines the extent to which the Disaster Recovery Exercise simulates the conditions of an actual disaster situation. By
verifying the documented backup and recovery procedures, the Disaster Recovery Exercise is designed to identify gaps and areas
for procedural improvement to ensure the company is prepared for a true disaster scenario.

NiSource, through its agreement with WIPRO, contracts with Sungard to provide the facilities, infrastructure and computing
hardware required in the event of a disaster or prolonged service interruption. Twice a year, NiSource lT Management and
WIPRO plan a joint exercise to test the viability of recovery plans for a defined set of applications.

The June 2019 Disaster Recovery Exercise was conducted between June 17 - 20,2019 with an overall goal to recover eleven
(1 1) Mainframe applications and twenty-one (21) Distributed applications.

During the June 2019 Disaster Recovery Exercise, NiSource recovered the Mainframe environment utilizing Sungard's hot-site
rapid recovery procedure while the twenty-one (21) applications residing on the Distributed platform were recovered via tape
backup.
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For testing purposes, lT Audit verified NiSource lT's capability to recover data center operating hardware, operating systems, and
applications and establish network connectivity to the enterprise from the Sungard recovery facility, as specified in the Disaster
Recovery Exercise Runbook, created by WIPRO.

Review management's objectives and expectations regarding the continuity of business
operations to ensure they are clearly defined and communicated. Additionally, review user
responsibilities to ensure responsibilities meet management's objectives.

Ensure adequate human resources are assigned to the DR exercise team.

Verify timely and appropriate exercise status reports are completed and distributed reflecting
issues or problems to be resolved in a quick and efficient manner to minimize plan disruption.

No Findings Noted

Review recovery issues, irregularities and other anomalies encountered during the exercise for
adequate documentation to perform a post recovery review and adjust recovery plans as needed.

No Findings Noted

Ensure Recovery Time Objectives (RTOs) and Business Criticality are defined for each business
application and ensure RTOs are met during the Disaster Recovery Exercise. Assess the
process commenced by NiSource lT Disaster Recovery Management to evaluate (and update
where needed) RTO's through alignment with NiSource business application owners.

No Findings Noted
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Ascertain the full population of applications covered in the WIPRO contract to determine what
applications are available to test.

No Findings Noted

Of those applications determined above, identify applications that have been tested and when was
the last test conducted.

No Findings Noted

Of those applications determined in step 1 above, identify applications which have never been
tested along with rational as to why.

No Findings Noted
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Determine if recovery test "scripts" and application recovery procedures are documented and
readily available from PlanninglT.

No Findings Noted

Assess the process by which recovery test "scripts" and application recovery procedures are
determined to be up-to-date and re-evaluated on a periodic basis.

ldentify who is responsible for ownership and maintenance of the recovery test "scripts" and
application recovery procedures. No Findings Noted

Determine if a process or procedure exists to have Business / Application owners update
PlanninglT in a timely manner to ensure disaster recovery (and other application information) is
being kept current.

No Findings Noted

Ensure key PlanninglT application fields for both recovery planning and executive reporting are
utilizing change management procedures to minimize unauthorized updates,

No Findings Noted*

t In the second half of 2019, NiSource lT is starting an initiative to incorporate the APM (Application Program Management) module into ServiceNow. This
module will replace Planning !T as the repository for applications and their properties. lT Audit will be engaged in this effort with the project team to ensure
that the application data within PlanninglT is reviewed, updated, and 'cleaned' before the information is entered into the new SNOW APM module, with
processes implemented to keep the APM information current,
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Observation

gIitsIb: The Disaster Recovery Exercise Runbook (Plan) is a complete document with all the information needed to ensure that padicipants know the
6x€rci€6 objectives, responsibiliti€s and other useful inlormation thatwill assist in the successful execution of the exercise.

g9!4I!94: The Disaster Recov€ry Exercise Ruhbook (Plan) is incomplete, leading to confusion about responsibilities, objectives or timing of activities.

RbMmoact The Disaster Recovery Exercise padicipants could be unsure of thoir objectives or responsibilities leading to an incomplete or
unsuccessf ul recov€ry test,

Recomm6ndation

Nisource lT Management should engagewith relevaht supportteams, vendora, business and lT applicalion owners to determine whether additional
information would be useful to the overall exeacise planhing and execution process, Included in this information could be:

. A detailed listi4 of E pont
qerclse laniciontt

'Additionalc|arityaroundtheDRererCi5eobjectiE5.bothprimarandsecondaryifapp|i€

'Moredetalledexerci*tinelineiandtheR€@v.ryPolntobj.ctive{RPOI&Re@e.yTlmeObietlv!(mO)fo.€chapplkationorcompone.t
'Tatkt@ndetedwfthl.thedercis€tinelinesandtlmlnsofuponingtaskstoasriitapplietion.ndbotinessparticipantswiththeirinvolEment

Additionally, the Nisource lT DR Managemehtteam should have follow-up discussions with allthe recipients of the exercise status reports to determine
if the information on the status report is usefulor if more - or possibly less - information would be beneficialto include within the repods.

Manaq6ment ResDonse

TheDi9sterRecowrMan4ementteamw|||ensUretoBiewthecomnunlcat|onP|anandtheDRErerheRunBoolwha||

Hentfed lron.ll oaniea
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Requires corrective action due to high risk of one or more of the following: safety risk; material financial
statement impact or fraud; significant violation of established policies and procedures; process/control
environment breakdown for critical business processes; high likelihood of legal/regulatory fines or penalties for
non-compliance; or significant brand/reputational exposure.

High risk findings require an auditee Managemenf Response coupled with a Target lmplementation Date for
remediation.

hioh risk finding prior to official closure.

Requires corrective action due to moderate risk of one or more of the following: safety risk; potential for
significant financial statement impact or fraud; process/control design deficiency; process/control not operating
effectively; moderate likelihood of legal/regulatory fines or penalties; or potential for negative publicity/brand
impact.

Moderate risk findings require an auditee Managemenf Response coupled with a Target Implementation Date
for remediation.

moderate risk findinq prior to official closure.

Moderate

Requires minimal attention: no material financial or operational impact; low probability of residual risk;
process/controls operati ng below optima I levels.

Low risk findings do not require an auditee Managemenf Response nor a Target Implementation Date for
remediation.
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Witness: K.K. Miller

COLUMBIA GAS OF PENNSYLVA}IIA. INC
sg.s3 III. BAI,ANCE SHEETA\TD OPERATING STATEMENT

A. ALL UTILITIES

List extraordinary property losses as a separate item, not included in
operating expenses or depreciation and amortization. SufEcient
supporting data must be provided.

Response:

Columbia Gas of Pennsylvania, Inc. has no extraordinary property losses.
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Witness: N. M. Shultz

COLUMBIA GAS OF PENNSYLVANIA. INC
sg.Sg III. BALAI',ICE SHEET AND OPERATING STATEMENT

E. GAS UTILITIES

Submit a schedule for gas producing units retired or scheduled for
retirements subsequent to the test year showing station, units, Mcf
capacity, hours ofoperation during test year, net output produced and
cents/Mcf of maintenance and fuel expenses.

Response:

None.
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