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Witness: P. R. Moul

COLUMBIA GAS OF PENNSYLVANIA. INC.
63.53 II. RATE OF RETURN

A. ALL UTILITIES

25. If the utility plans to make a formal claim for a specific allowable rate of
return, provide the following data in statement or exhibit form:

a. Claimed capitalization and capitalization ratios with supporting
data.

b. Claimed cost of long-term debt with supporting data.

c. Claimed cost of short-term debt with supporting data.

d. Claimed cost of total debt with supporting data.

e. Claimed cost of preferred stock with supporting data.

f. Claimed cost of common equity with supporting data.

Response:

See the attached schedules.
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Type of Capital

Columbia Gas of Pennsvlvania. Inc.
Summary Cost of Capital

Ratios
Cost
Rate

Weighted
Cost Rate

Long-Term Debt
Short Term Debt

Total Debt

Common Equity

Total

42.22%
3.59%

4ru"/"

54.19o/o

_1_q0.00%_

1.98%
0.07%
2.05%

5.93%

7.98%

4.70%
2.06%

10.95%

Indicated levels of fixed charge coverage assuming that
the Company could actually achieve its overall cost of capital:

Pre-tax coverage of interest expense based upon a
28.8921% income tax rate

( 10.39% + 2.05o/o )

Post-tax coverage of interest expense
( 7.98% + 2.05o/o )

5.07 x

3.89 x
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Columbia Gas of Pennsvlvania. Inc.
Cost of Equity

as of December 31 .2019

Discounted Cash FIow (DCF)

Gas Group

Risk Premium (RP)

Gas Group

Capital Asset Pricing Modet (CAPM) Rf (6) +

Gas Group 2.75% +

Comparable Earnings (CE) (o)

Comparable Earnings Group

D1/Po() + g(') +

2.69% + 7.50oh +

l@ +

4.00% +

Historical
11.7%

B s) x 1Rm-Rf 
{8) 1+ size (e) = k

0.83 x( 7.74% )+ 1.02% = 10.19o/o

lev. (3) 
=

1.72% =

RP (5) 
=

6.50% =

k
11.91%

k
10.50%

Forecast Average
13.8% 12.75%

References: (1) Schedule 07
(2) Schedule 09
(s) Schedule 10
(+) A-rated public utility bond yield comprised of a 2.75% risk-free

rate of return (Schedule 13 page 2) and a yield spread ot 125%
(Schedule 11 page 3)

(s) Schedule 12 page 1

(o) Schedule 13 page 2
(z) Schedule 10
(a) Schedule 13 page 2
(s) Schedule 13 page 3
(to)Schedule 14 page 2



Columbia Gas of Pennsvlvania. Inc.
Caoitalization and Financial Statistics

201 4-201 8. lnclusive

2018 2017 2016 2015
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2014

Amount of Capital Employed
Permanent Capital
Short-Term Debt
Total Capital

Capital Structure Ratios
Based on Permanent Captial:

Long-Term Debt
uommon trqurly' '

Based on Total Capital:
Total Debt incl. Short Term
Common Equity ("

Rate of Return on Book Common Equity(1)

Operating Ratio(2)

Coverage incl. AFUDC 
(3)

Pre{ax: All Interest Charges
Post-tax: All Interest Charges

Coverage excl. AFUDC {3)

Pre{ax: All Interest Charges
Post-tax: All Interest Charges

Quality of Earnings & Cash Flow
AFC/lncome Avail. for Common Equity
Effective Income Tax Rate

lnternal Cash Generation/Construction 
(a)

Gross Cash Flow/ Avg. Total Debt(5)

Gross Cash Flow Interest Coverage(u)

See Page 2 for Notes.

(Millions ot Dolla6)

$ 1,591.9 $1,361 .1 $1,210.3 $1,098.5
$ 51.5 $ 37.8 $ 33.4 $ 27.8-S--TFZ5 -$-rT063- @_ -$-illz6-.t

$ 932.6
$ 47.4

44.3o/o 46.0Yo

55.7o/o 54.0o/o

-TdbT% 
---rT0T%

44.7o/o 45.1o/o 42.3Yo

55.30/o 54.9o/a 57.7o/o

-To-d3% -TOdI%. 
---tlOtr%

Average
44.5o/o

55.5%

-T60T%
46.10/o 47.4o/o

53.9o/o 52.60/0

-TdOT% 
---lo0T%-

46.10/a 46.5Yo 45.0ok 46.20/o

53.90/o 53.5% 55.0% 53.8%

-T60-0-%. -T00I% -TddI% -T66:0%
13.0%

72.9o/o

4.52 x
3.96 x

4.49 x
3.93 x

0.80/o

15.9Y0

66.1o/o

23.9%

4.75 x

9.4o/o

76.3o/o

4.21 x
3.01 x

4.18 x
2.99 x

1 .1o/o

37.2o/o

59.5%

25.4o/o

4.82 x

10.SYo

73.3Yo

4.63 x
3.28 x

4.61 x
3.26 x

1 .0o/o

37.1o/o

66.7Yo

28.40/o

5.32 x

11.3%

76.30/

4.75 x
3.37 x

4.73 x
3.35 x

0.7Yo

36.80/o

73.5o/o

29.5o/o

5.25 x

12.61o

78.5o/o

5.'lB x
3.63 x

5.17 x
3.62 x

0.5%
37.2Yo

66.7Yo

28.3o/o

5.30 x

11.4o/o

75.5o/o

4.66 x
3.45 x

4.64 x
3.43 x

0.8%
32.8o/a

66.5%

27.1o/o

5.09 x
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Columbia Gas of Pennsvlvania. lnc.
Capitalization and Financial Statistics

20'14-2018. lnclusive

Notes:

(1) Excluding Accumulated Other Comprehensive Income ('OCl") from the equity account.

(2) Total operating expenses, maintenance, depreciation and taxes other than income as a
percentage of operating revenues.

(3) Coverage calculations represent the number of times available earnings, both including and
excluding AFUDC (allowance for funds used during construction) as reported in its entirety,
cover fixed charges.

(4) Internal cash generation/gross construction is the percentage of gross construction expenditures
provided by internally-generated funds from operations after payment of all cash dividends
divided by gross construction expenditures.

(5) Gross Cash Flow (sum of net income, depreciation, amortization, net deferred income taxes and
investment tax credits, less AFUDC) as a percentage of average total debt.

(6) Gross Cash Flow (sum of net income, depreciation, amortization, net deferred income taxes and
investment tax credits, less total AFUDC) plus interest charges, divided by interest charges.

(7) Common dividend coverage is the relationship of internally generated funds from operations
after payment of preferred stock dividends to common dividends paid.

Source of Information: Company provided Financial Statements



2018

Gas Grouo

Caoitalization and Financial Statistics (1)

2014-2018. Inclusive

2017 2016
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3,920.8
330.8

2014

Amount of Capital Employed
Permanent Capital
Short-Term Debt
Total Capital

Market-Based Financial Ratios
Price-Earnings Multiple
MarkeVBook Ratio
Dividend Yield
Dividend Payout Ratio

Capital Structure Ratios
Based on Permanent Capital:

Long-Term Debt
Prefened Stock

Common Equity {zl

Based on Total Capital:
Total Debt incl. Short Term
Preferred Stock
Common Equity tzl

Rate of Return on Book Common Equity(2)

Operating Ratio(3)

Coverage incl. AFUDC 
(a)

Pre{ax: All Interest Charges
Post-tax: All Interest Charges
Overall Coverage: All Int. & Pfd. Div.

Coverage excl. AFUDC (a)

Pre{ax: All lnterest Charges
Post-tax: All Interest Charges
Overall Coverage: All Int. & Pfd. Div.

Quality of Earnings & Cash Flow
AFC/Income Avail. for Common Equity
Effective Income Tax Rate

lnternal Cash Generation/Construction 
(5)

Gross Cash Flow/ Avg. Total Debt(6)

Gross Cash Flow Interest Coverage(t)

Common Dividend Coverage 
(8)

See Page 2 for Notes.

2015
(Millions of DollaE)

4,698.4 $ 4,133.8

-$-Ere-73- -$-2536tr- -d@ -$-3,78-r -$-22515-

20x
217.6%

2.8Yo

52.4%

47.9o/o

1.jYo

51.1o/o----rI0Tr

22x
224.2o/o

2.6Yo

7 1.1o/o

47.1%

3,746.8
JYJ.O

22x
201.9o/o

2.8o/o

60.7o/o

45.0o/o

3,522.8
zcv-c

19x
187.7%

3.0%
67.7o/o

45.9o/o

0.0%

54.0o/"

19 x
187.0o/o

3.0To

58.20k

46.8%
O.0o/o

53.2o/o

Td6T%-

Average
20x

203.7o/o

2.80k
62.0%

46.60/o

0.2Yo

53.2%--tToI%-

499.2 $ 402.2

O.0o/o 0.1Yo

52.9Yo 54.9o/o

-Tdd!-%. 
----lo0I% ----roo-3%

53.4o/o 53.Oo/o

0.9Yo 0.0%

45.7o/o 47.0o/o

-To-o-I% 
----lToI%

50.5% 51.3o/o

0.1Yo 0.0Yo

49.5o/o 48.7o/o----roo-:df ---lbor%

51.60/0

0.0%

48.4o/o----1T0Tr

52.0o/o

0.2Yo

47.9%

-Tod:dtr

10.0%

84.60/0

3.65 x
3.47 x
3.47 x

3.60 x
3.42 x
3.42 x

3.2Yo

15.6Vo

46.7o/o

18.4o/o

6.05 x

3.63 x

8.0To

84.|Vo

4.22 x
3.31 x
3.31 x

4.19 x
3.27 x
3.27 x

-4.7o/o

39.7Vo

59.5o/o

21.4o/o

6.69 x
4.21 x

9.2%

83.0%

4.88 x
3.58 x
3.58 x

4.82 x
3.52 x
3.52 x

2.3Vo

33.6%

71.60/o

23.7o/o

7.35 x

4.60 x

9.4Yo

85.0%

4.85 x
J.OZ X

3.62 x

4.79 x
3.57 x
3.57 x

2.4%
32.60/0

71.0%

22.8o/o

6.96 x
4.48 x

4.71 x
3.51 x
3.51 x

4.67 x
3.47 x
3.47 x

1.7Yo

32.3o/o

84.01o

23.91o

7.03 x

5.00 x

4.46 x
3.50 x
J.5U X

4.41 x
3.45 x
3.45 x

1.jYo
30.8%

66.6%

22.O%

6.82 x

4.38 x

9.8Yo 9.3Yo

86.6% 84.7o/o
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Gas Group

Capitalization and Financial Statistics
2014-20'18, lnclusive

Notes:
(1) All capitalization and financial statistics for the group are the arithmetic average of the achieved results

for each individual company in the group.
Excluding Accumulated Other Comprehensive Income ('OCl')from the equity account.
Total operating expenses, maintenance, depreciation and taxes other than income taxes as a percent
of operating revenues.
Coverage calculations represent the number of times available earnings, both including and excluding
AFUDC (allowance for funds used during construction) as reported in its entirety, cover fixed charges.
Internal cash generation/gross construction is the percentage of gross construction expenditures
provided by internally-generated funds from operations after payment of all cash dividends divided by
gross construction expenditures.
Gross Cash Flow (sum of net income, depreciation, amortization, net deferred income taxes and
investment tax credits, less total AFUDC) plus interest charges, divided by interest charges.
Gross Cash Flow plus interest charges divided by interest charges.
Common dividend coverage is the relationship of internally-generated funds from operations after
payment of preferred stock dividends to common dividends paid.

Basis of Selection:
The Gas Group includes companies that are contained in The Value Line Investment Survev within the industry
group "Natural Gas Utility," they are not currently the target of a publicly-announced merger or acquisition, and after
eliminating UGI Corp. due to its highly diversified businesses.

Corporate Credit Ratings

Ticker Company Moody's S&P

(2)
(3)

(4)

(5)

(6)

(7)
(8)

Stock Value Line

Traded Beta

ATO

CPK

NJR

NI

NWN

OGS

SJI

SWX

SR

A2

Aa2

8aa2

A3

A2

A2

A3

A1

NYSE

NYSE

NYSE

NYSE

NYSE

NYSE

NYSE

NYSE

NYSE

0.60

0.65

0.70

0.55

0.60

0.65

0.80

0.70

0.65

Atmos Energy Corp.

Chesapeake Utilities Corp.

New Jersey Resources Corp.

NiSource lnc.

Northwest Natural Holding Compi

ONE Gas, Inc.

South Jersey Industries, Inc.

Southwest Gas Holdings, lnc.

Spire, Inc.

Average AO An1 n-::

A

NAIC'1"

BBB+

BBB+

A+

A

BBB

BBB+

A-

0.66

Note: Ratings are those of utility subsidiaries

Source of Information: Utility COMPUSTAT
Moody's Investors Service
Standard & Poor's Corporation
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Amount of Capital Employed
Permanent Capital
Short-Term Debt
Total Capital

Market-Based Financial Ratios
Price-Earnings Multiple
MarkeVBook Ratio
Dividend Yield
Dividend Payout Ratio

Capital Structure Ratios
Based on Permanent Captial:

Long-Term Debt
Preferred Stock

Common Equily tzl

Based on Total Capital:
Total Debt incl. Short Term
Preferred Stock

Common Equity(2)

Rate of Return on Book Common Equity(2)

Operating Ratio(3)

Coverage incl. AFUDC 
(a)

Pre{ax: All Interest Charges
Post-tax: All Interest Charges
Overall Coverage: All Int. & ffd. Div.

Coverage excl. AFUDC 
(a)

Pre{ax: All Interest Charges
Posltax: All Interest Charges
Overall Coverage: All Int. & ffd. Div.

Quality of Earnings & Cash Flow
AFC/lncome Avail. for Common Equity
Effective lncome Tax Rate

Internal Cash Generation/Construction 
(5)

Gross Cash Flow/ Avg. Total Debt(6)

Gross Cash Flow lnterest Coverage o)

Common Dividend Coverage 
(8)

See Page 2 for Notes.

Standard & Poor's Public Utilities

Capitalization and Financial Statistics 
(1)

2014-2018. lnclusive

2018 2017 2016 2015 2014
ll\,4illions of Dollars)

$ 32,871.6 $ 30,827.6 $ 29,173.1 $ 26,655.9 $ 25,754.2
$ 1,420.3 $ 1,076.1 $ 1,032.2 $ 875.5 $ 899.8
$ 34,291.9 $ 31,903.7 $ 30,205.3 $ 27.531.4 $ 26.654.0

21 x
204.7o/o

3.5%
71 .7o/o

55.0%
2.5%

42.5%---166n%

57.0o/o

2.4%

40.7o/o

100"0%

21 x
214.4o/o

33%
74.4o/o

56.8%
1.4%

41.gok
----100,0%

58.4%
1.4%

40.3%

_i00-5%.',

10.8%

77.0o/o

21 x
196.0%

3.5o/o

74.6%

56.6%
1.9%

41.60/o

_---iodo-%-

58.2%
1.8%

40.1o/o

18x
181.1%

3.60/o

68.8%

54.7%
1.6%

43.80/o

--106:6%

56.1%
1.50

42.40/o

20x
180.9%

35%
72.4%

53.3%
13%

45.3o/o
- 1003%

55.0%
1.3%

43.7o/o

:::r00.o-%'

9.6%

80.5%

Average
20x

195.4%
3.5%

72.4%

55.3%
1.7%

43.0o/o

1003%

56.9%
1.7o/o

41.4o/o

-m5%
10.0o/o

79.0%

3.42 x
2.70 x
2.67 x

3.32 x
2.60 x
2.56 x

6.7%
27.5o/o

78.60/o

20.1o/o

5.42 x
4.49 x

100.0% 100.0%

10.3o/o

79.80/o

2.94 x
2.59 x
2.55 x

2.84 x
2.49 x
2.44 x

7.0%
19.0o/o

76.0o/o

17.5o/o

5.00 x
4.82 x

3.42 x
2.86 x
2.84 x

3.31 x
2.75 x
z.I3 X

7.3%
28.2o/o

78.3o/o

19.8o/o

5.55 x
4.31 x

9.7%

78.2o/o

3.38 x
2.55 x
2.52 x

3.28 x
2.44 x
2.41 x

6.5o/o

29.0o/o

78.0o/o

2O.5o/o

5.54 x
4.31 x

9.704

79.7%

3.80 x
2.79 x
2.75 x

3.70 x
2.69 x
z.oc x

5.5%
52.3'/o

71.9%

20.0o/o

5.41 x
4.24 x

J.CC X

2.71 x
2.67 x

3.46 x
2.62 x
2.58 x

7j%
28.7o/o

88.8%

22.5o/o

5.62 x
4.79 x
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Schedule aPo'f 3l

Standard & Poor's Public Utilities
Capitalization and Financial Statistics

20'14-2018, Inclusive

Notes:

(1) All capitalization and financial statistics for the group are the arithmetic average of the
achieved results for each individual company in the group.

(2) Excluding Accumulated Other Comprehensive Income ('OCl') from the equity account
(3) Total operating expenses, maintenance, depreciation and taxes other than income taxes

as a percent of operating revenues.
(4) Coverage calculations represent the number of times available earnings, both including

and excluding AFUDC (allowance for funds used during construction) as reported in its
entirety, cover fixed charges.

(5) Internal cash generation/gross construction is the percentage of gross construction
expenditures provided by internally-generated funds from operations after payment of all
cash dividends divided by gross construction expenditures.

(6) Gross Cash Flow (sum of net income, depreciation, amortization, net deferred income
taxes and investment tax credits, less total AFUDC) as a percentage of average total debt.

(7) Gross Cash Flow (sum of net income, depreciation, amortization, net deferred income
taxes and investment tax credits, less total AFUDC) plus interest charges, divided by
interest charges.

(8) Common dividend coverage is the relationship of internally-generated funds from
operations after payment of preferred stock dividends to common dividends paid.

Source of Information: Annual Reports to Shareholders
Utility COMPUSTAT



Standard & Poor's Public Utilities
Companv ldentities

Credit Ratinq(1)
Ticker
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Schedule 4 [3 of 3]

Value

Line
BetaS&P

Common

Stock
Traded

Alliant Energy Corporation
Ameren Corporation
American Electric Power
American Water Works
CenterPoint Energy
CMS Energy
Consolidated Edison
Dominion Resources
DTE Energy Co.
Duke Energy
Edison lnt'l
Entergy Corp.
Evergy, Inc.
Eversource
Exelon Corp.
FirstEnergy Corp.
NextEra Energy lnc.
NiSource Inc.
NRG Energy Inc.
Pinnacle West Capital
PPL Corp.
Public Serv. Enterprise Inc.
Sempra Energy
Southern Co.
WEC Energy Corp.
Xcel Energy Inc

Average for S&P Utilities

Note:

Source of Information:

LNT
AEE
AEP
AWK
CNP
CMS
ED
D

DTE
DUK
EIX
ETR
EVRG
NU
EXC
FE
NEE
NI

NRG
PNW
PPL
PEG
SRE
SO
WEC
XEL

A-
BBB+
BBB
A
A-
BBB
A-
A-
BBB+
BBB+
BBB+
BBB
A-
A.
BBB
BBB-
A-
BBB+
BB-
A-
BBB
BBB+
A
A
A-
A-

NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE
NYSE

0.65
0.60
0.55
0.60
0.80
0.55
0.45
0.55
0.55
0.50
0.55
0.60
NMF
0.60
0.70
0.65
0.60
0.55
1.30
0.55
0.70
0.65
0.75
0.50
0.55
0.50

Moody's

Baal
Baal
Baal
A3
A3
A3
A2
A2
A2
A1
A2
Baal
Baal
Baal
A2
Baa2
A1
Baa2
Ba3
A3
Baal
A2
A1
A3
A1
A2

BBB+

(') Ratings are those of utility subsidiaries

SNL Financial LLC
Standard & Poor's Stock Guide
Value Line Investment Survey for Windows

A3 0.62
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Golumbia Gas of Pennsvlvania. Inc.
I nvestor-provided Capitalization

Actual at November 30. 2019. Estimated at November 30. 2020. and Estimated at December 3'l . 2021

Actual at November 30, 2019 Estimated at November 30,2020 Estimated at December 31,2021
Amount Amount

Outstanding Ratios Outstanding Ratios Outstanding Ratios

Long Term Debt $ 785,515,000 43.74% $ 895,515,000 43.00% $ 975,515,000 42.22%

Common Stock Equity

Common Stock 45,128,000 45,128,000

107,889,827

950,868,301

Additional Paid in Capital 52,889,827
Retained Earnings 853,475,761

45,128,000

107,889,827

1,099,269,678
TotalCommon Equity 951,493,588 52.99% 1,103,886,128 53.00% 1,252,287,505 54.19o/o

Total Permanent Capital $1,737,008,588 96.73% $1,999,401,128 96.00% $2,227,802,505 96.41%

Short Term Debt (Twelve
month average) 58,764,658 3.27% 83,375,269 4.00% 82,945,831 3.59%

TotalCapitalEmployed $1,795,773,246 100.00% $2,082,776,397 100.00% $2,310,748,336 100.00%: ::

Source of information: Company provided data



Date of lssuance
Amount

Outstanding

Annualized
Debt

Service
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Schedule 6 [1 of 3]

Embedded
Cost of

Debt

Golumbia Gas of Pennsvlvania. lnc.
Long-term Debt Outstanding
Actual at November 30. 2019

Coupon
Rate

November 28.2005
November 1,2006
December 14,2007
December 16, 2010
March 28.2012
March 28,2012
November 28.2012
June 9,2013
December 18.2013
December 18,2014
March 1, 2015
September 1,2015
March 1, 2016
January 31,2017
June 30,2018
November 30, 2019

Total Long-Term Debt

Short Term Debt (Twelve
month average)

Total Debt

$ 54,515,000 $
20,000,000
58,000,000
28,000,000
30,000,000
35,000,000
65,000,000
23,000,000
32,000,000
30,000,000
60,000,000
60,000,000
45,000,000
85,000,000
80,000,000
80,000,000

5.920%
6.015%
6.865%
6.020%
5.355%
5.890%
5.260%
5.530%
6.290%
4.430%
4.150%
4.505%
4.186%
4,4390k
4.528%
3.687%

3,227,288
1,203,000
3,981,700
1,685,600
1,606,500
2,061,500
3,419,000
1,271,900
2,012,800
1,329,000
2,490,000
2,703,060
1,883,610
3,772,810
3,622,320
2,949,600

2.17%

Source of information: Company provided data

4.99%

$ 844,279,658 $ 40,494,881 4.80%

785,515,000

58,764,658

39,219,688

1,275,193
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Embedded
Cost of

Debt

Columbia Gas of Pennsvlvania. lnc.
Long-term Debt Outstanding

Estimated at November 30. 2020

Coupon
Rate

November 28.2005
November 1,2006
December 14.2007
December 16,2010
March 28.2012
March 28,2012
November 28,2012
June 9,2013
December 18,2013
December 18,2014
March 1, 2015
September 1, 2015
March 1, 2016
January 31, 2017
June 30,2018
November 30. 2019
March 31,2020

Total Long-Term Debt

Short Term Debt (Twelve
month average)

Total Debt

$ 54,515,000 $
20,000,000
58,000,000
28,000,000
30,000,000
35,000,000
65,000,000
23,000,000
32,000,000
30,000,000
60,000,000
60,000,000
45,000,000
85,000,000
80,000,000
80,000,000

1 10,000,000

5.9200
6.015%
6.865%
6.020%
5.355%
5.890%
5.260%
5.530%
6.290%
4.430%
4.150To
4.505%
4.186%
4.439%
4.528%
3.687o/o

3.6245%

3,227,288
1,203,000
3,981,700
1,685,600
1,606,500
2,061,500
3,419,000
1,271,900
2,012,800
1,329,000
2,490,000
2,703,060
1,883,610
3,772,810
3,622,320
2,949,600
3,986,950

995,515,000

2.00% 83,375,269

$ 978,890,269

43,206,639

1,667,505

4.82%

$ 44,874.143 4.58%

Source of information: Company provided data



Date of lssuance
Amount
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Embedded
Cost of

Debt

Columbia Gas of Pennsvlvania. Inc.
Long-term Debt Outstanding

Estimated at December 30.2021

Coupon
Rate

November 28.2005
December 14,2007
December 16,2010
March 28.2012
March 28.2012
November 28,2012
June 9. 2013
December 18,2013
December 18.2014
March 1, 2015
September 1,2Q15
March 1. 2016
January 31,2017
June 30,2018
November30,2019
March 31,2020
March 31.2021

Total Long-Term Debt

Short Term Debt (Twelve
month average)

Total Debt

$ 54,515,000 $
58,000,000
28,000,000
30,000,000
35,000,000
65,000,000
23,000,000
32,000,000
30,000,000
60,000,000
60,000,000
45,000,000
85,000,000
80,000,000
80,000,000

1 10,000,000
100,000,000

5.920%
6.865%
6.020%
5.355%
5.890%
5.260%
5.530%
6.290%
4.430%
4.150%
4.505%
4.186%
4.439%
4.528%
3.687%

3.6245%
3.8645%

3,227,288
3,981,700
1,685,600
1,606,500
2,061,500
3,419,000
1,271,900
2,012,800
1,329,000
2,490,000
2,703,060
1,883,610
3,772,810
3,622,320
2,949,600
3,986,950
3,864,500

975,515,000

2.06To 82,945,831

45,868,138 4.70%

1,708,684

$ 1,058,460,831 $ 47,576,822 4.49%

Source of information: Company provided data
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Monthly Dividend Yields for
Natural Gas Group

Jan-19 Fah-1 q Mar-19 Aor-'19 Mav-19 Jun-'19 Jul-19 Auo-19 Seo-19 Oct-19 Nov-19 Dec-19
l2-Month 6-Month 3-Month
M4 Averaqe AveraoeCompanv

Atmos Energy Corp (ATO)
Chesapeake Utilities Corp (CPK)
New Jersey Resources Corporation (NJR)
Nisource Inc (Nl)
Northwest Natural Holding Company (NWN)
ONE Gas Inc (OGS)
South Jersey Industries lnc (SJl)
SouttMest Gas Holdings Inc (SWX)
Spire Inc. (SR)

2.16ok 2.13Yo
1.64Yo 1.65yo
2.420k 2.430k
2.95% 2.970k
3.O40/o 2.97Yo
2.450/0 2.310/o

3.88% 4.Q1Yo

2.670/o 2.54%
3.00% 3.01%

2.04Yo 2.06Yo
1.62% 1.750/o

2.35% 2.34%
2.80ok 2.88o/o

2.91Yo 2.84Yo
2.25Yo 2.27Yo
3.59% 3.60%
2.54Yo 2.63Yo
2.89o/o 2.83o/o

2.06Yo 1.99%
't.79yo 't.71y.
2.48yo 2.350/0

2.880h 2.790k
2.77Yo 2.75Yo
2.29% 2.22Yo
3.67% 3.420/0

2.56% 2.44Yo
2.860k 2.830k

2.15Yo 2.06%
'l .780/o 1.69%
2.96Yo 2.81%
3.03% 2.89%
2.780/o 2.60%
2.25y" 2.'t4%
3.81% 3.597o
2.880/o 2.88%
3.24% 2.990k

1 .93% 1.91o/o 1.85Vo 2.05ok
1 .74ok 1.72Yo 1.70% 1.71Yo

2.51% 2.750/o 2.770/0 2.880k
2.69ok 2.71o/o 2.690/o 2.85%
2.66Yo 2.67Yo 2.68% 2.75o/o

2.20Yo 2.190/0 2.09% 2.16%
3.39% 3.59% 3.50% 3.69%
2.46Yo 2.39% 2.40% 2.51%
2.890k 2.81yo 2.72% 2.97%

Average 2.69%. 2,S1Ja 2,55% z.FA% zgM 2,59& z5M 2,53% 2,!9% 2,52% zJS% ?,,9314 2,59j6 2,59/4 2.61%.

Note: Monthly dividend yields are calculated by dividing the annualized quarterly dividend by the month-end closing stock price adjusted by the
fiaction of the ex-dividend.

Source of Infomation: http://performance.morningstar.com/stocldperformance-return

Foruardlooking Dividend Yield 112 crMlh Do/Po (.59)
2.59Vo 1.037500

Discrete Do/Po Adj.
2.59Yo 1.046451

Quarterly DdPo Adj.
o.64710/o 't.Q18245

Average

Growth rate

K

K _ Do(1 + g )" + Do(1 + g )o + Do(1 + g )' + Do(1 + g )' + gpo

* - Do ft * g )'" + Do (1 + g )* + Do0 * g )'u * Do 0 * g )' 
oo 

* n

K:f( 1*pelf-:E):' )'- "l 
. -" Lf ' Po ) ')*"

D1/Po

2.69Vo

D1lPo

2.710h

D1/Po

2.66yo
2.690/0

7.50%

10.19o/o



Earnings per Share Dividends per Share

Historical Growth Rates
Earnings Per Share, Dividends Per Share,

Book Value Per Share. and Cash Flow Per Share
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Book Value per Share Cash Flow per Share
Value Line Value Line Value Line Value Line

Gas Group 5 Year 1 0 Year 5 Year 5 Year 1 0 Year10 Year 5 Year 10 Year

Atmos Energy Corp (ATO)
Chesapeake Utilities Corp (CPK)
New Jersey Resources Corporation (NJR)
NiSource Inc (Nl)
Northwest Natural Holding Company (NWN)
ONE Gas Inc (OGS)
South Jersey Industries lnc (SJl)
Southwest Gas Holdings Inc (SWX)
Spire lnc. (SR)

Average

10.00%
8.00%
5.50%

-7.50%
-18.00%

-2.50o/o

4.50o/o

7.50%

0.94Yo

6.50%
9.00%
7.00o/o

-3.00%
-10.50%

1.50o/o

7.OOo/o

4.OOo/o

5.50%
6.00%
6.50%

-5.50%
1.OO%

6.00%
10.50%
5.00%

3.50%
5.00%
7.50o/o

-2.50%
2.50%

8.00%
8.50%
4.OOo/o

7.OOo/o

10.50%
8.00%

-6.5070

6.00%
6.00%
8.00%

5.50%
10.00%

7.OO%
-3.50%
2.OO%

6.50%
5.50%
7.SQo/o

5.06%

6.50%
7.50%
8.00%

-4.50%
-5.50%

3.50%
3.00%

10.50%

3.63Yo

s.00%
9.00%
7.00%

-2.50o/o

-3.00%

5.00%
4.00o/o

5.50%

3.75%2.69Yo 4.38Yo 4.560/o 5.57%

Source of Information: Value Line lnvestment Survey, November 29,2019
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Analvsts' Five-Year Proiected Growth Rates
Earnings Per Share, Dividends Per Share,

Book Value Per Share. and Cash Flow Per Share

Value Line

Gas Group

I/B/E/S
First
Gall

Earnings
Per Share

Dividends
Per Share

Book
Value

Per ShareMorningstar

7.00o/o

7.0oo/o

Cash Percent
Flow Retained to

Per Share Gommon Equity

Atmos Energy Corp (ATO) 7.20%
Chesapeake Utilities Corp (CPK) 6.00%
New Jersey Resources Corporation 6.00%
NiSource Inc (Nl) 4.06%
Northwest Natural Holding Compan 3.75o/o
ONE Gas Inc (OGS) 5.00%
South Jersey Industries Inc (SJl) 4.60%
Southwest Gas Holdings Inc (SWXI 8.20o/o
Spire Inc. (SR) 2.37o/o

Average

Source of Information :

5.24o/o

7.20o/o

7.00%
8.00%
5.20%
5.00%
6.00%
8.50%
7.30%
5.10o/o

6.59%

7.50%
9.00%
2.50%

12.50%
27.00%

8.00%
10.50%
9.00%
5.50%

7.50%
9.00%
6.00%
9.00%
250%
8.50%
4.OO%

s.00%
4.00Yo

7.00o/o
10.50%
6.50%
7.50%
1.00%
4.50%
3.50%
7.00%
4.50%

5.5oo/o
8.00%
3.50%
6.50%
9.00%
7.50%
5.00%
6.50%
6.00%

5.00%
5.50%
4.00o/o

3.00%
4.50o/o

4.50o/o

5.00%
5.50%
4.50%

10j7% 6.170 5.78% 6.39% 4.610/o

Yahoo Finance, October 30, 2019
Zacks, October 30, 2019
Morningstar, October 30, 2019
Value Line Investment Survey, August 30, 2019
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Chesapeake New Jersey

Gas Group
Financia! Risk Adiustment

Northwest South Jersey

ATMOS Energy Utilities Resources Nisource, Inc Natural Gas ONE Gas Inc Industries Southrest Gas Spire Inc.

(NYSE:ATO) (NYSE:CPK) (NYSE:NJR) (NYSE:NI) (NYSE:NWN) (NYSE:OGS) (NYSE:SJI) (SwX) (NYSESR)

09/30/18 12t31t18 09/30/18 't2t31t18 1281118 't2t31t18 12t31t18 12t31t18 09/30/18

Debt(D)
Prefered(P)
Equity(E)
Total

Caoital Structure Ralios
Debt(D)
Preferred(P)
Equity(E)
Total

Common Stock
lssued
Treasury
Outstanding
Market Price

3,161,679 323,800
00

10.449.712 1.331.576

1!}SrLllgl L055,320

23.23./. 19.56%
0.00% 0.00%

76.77vo 80.440
100.00% '100.00%

111,273.683 16,378.545
0.000 0.000

111,273.683 16,378.545
$93.91 $81.30

3,085,000 327,200
00

4.769.951 518.439

7.854.951 845.639

39.27y. 38.69%
0.000/0 0.00%

60.73% 61.310/o
100.00% 100.00%

0.60 0.65

[1+
[1*
[1*

'1.3759

[1+
[1+

1.7273

1,158,0s1 7,228,300
00

3.969.576 9.439.419
5.J2LSZL 10.002J.L9

22.580/0 43.370/o

0.00% 0.00%
77.42./" s6.63%

100.00% l-00.0!j6

88,292.956 372,363.656
2,185.013 0.000

86,107.943 372,363.656
$46.1 0 $25.35

1,172,045 7,155,400
00

1.418.978 5.750.900

2.591.023 12.906.300

45.23./. 55.44./.
0.00% 0.00%

54.770/o 44.560/"
100 00% 100.00%

0.70 0.55

(1 -r) D/E
(1-0.21) 0.4758
0.79 0.4758

(1 -t)
0.79

KU

8.340/0

4.910/o

3.88%
1.85./.

KU

8.34%
4.91'/.
3.88%
3.57%

760,222 1,400,000
00

1.746.085 4.184.166

30.33% 25.07./.
0.00% 0.00%

69.670/. 74.930k
100.00% 100.000/.

28,880.000 52,598.005
0.000 33.103

28,880.000 52,564.902
$60.46 $79.60

734,123 1,300,000
00

762.634 2.042.656

1.496.757 3.342.656

49.050/0 38.89%
0.00% 0.00%

50.950/o 61.11V.
100.00% 100.000/"

0.60 0.65

+ PIE
+ 0.0000
+ 0.0000

I

3.430/0

2,910,000 2,203,256
00

2.377.O73 4.056.554
5.23L9& o2.$n1o

55.04% 35.20"/"
0.00% 0.000/0

44.960 64.800/.
100.00% 100.000/.

85,506.218 53,026.848
0.000 0.000

85,506.218 53,026.848
$27.80 $76.50

2,840,000 2,140318
00

1.267.022 2.333.421

4j07.022 4.473.739

69.15% 47.840/0
0.00% 0.00%

30.85% 52.16%
'100.00% '100.00%

Debt(D)
Prefered(P)
Equity(E)

Total

Caoital Structure Ratios
Debt(D)
Preferred(P)
Equity(E)
Total

B€tas Value Line

Hamada

2,074,000
0

3.726.918
5 800.918

35.75v.
0.00%

64.250/0
100.00%

50,671.903
0.000

50,671.903

2,075,600
0

2,263,300

4,338 904

47.840/0
0.00./"

52.16./.
100.000/.

0.65

Averaoe

2,357,701
0

4.586.786
6.944.487

32.240/0
0.00%

67.76./"
100.000/"

2,314,410
0

2.347.478

4.661.887

47.93./.
0.00%

s2.070/o
100.00%

0.66

BI
0,66
0_66

0.66
0.48

BI

BI

BI
BI

+ PIE
+ 0.0000

D/E
0.9206

Bu
Bu
Bu
Bu
BU

0.48
0.48
0.48
0.83

-((- (((-((
_- ((

+ (((* (((
+ (((
+((

KU

8.34./"
8.340k
8.34./o
8.340k

ke
11.91./.
11.9'lo/o

11.910/o

11.9'1./.

KE

10.190/0

10.19./"
10.19./.
10.'t9./"

KU

8.340/o

8.34./.
8.340/0

8.340/0

0.79
0.79

n
32.24yo
o.4758
0.4758

D
47.93%
0.9206
0.9206

0.79
0.79

lE-(ku-d
I 67.760/0 - 8.34./. - 5.68%

_ 2.660/0
- 2.660/0

- 0.00%

tE+(ku-d
I 52.O7o/o + 8.34'k - 5.68'/.

+ 2.660/0
+ 2.66ok
+ 0.00%

PIE
0.o0./. I 67.76%

0.0000
0

PIE
o.00./. | 52.07./"

0.0000
0

I

3.430/0
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Interest Rates for Investment Grade Public Utility Bonds
Yearly tor 2014-2018

and the Twelve Months Ended December 2019

Years

2014
2015
2016
2017
2018

Five-Year
Average

Months

Aa
Rated

A
Rated

Baa
Rated Average

4.42o/o

4.38o/o

4.11%
4.07%
4.34%

4.19%
4.00%
3.73%
3.82%
4.09%

4.28%
412%
3.93%
4.00o/o

4.25%

4.80o/o

s.03%
4.680/o

4.38%
4.67%

3.97% 4.120/o 4.71% 4.26%

Jan-1 9
Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9
Jul-19

Aug-19
Sep-19
Oct-19
Nov-19
Dec-19

Twelve-Month
Average

Six-Month
Average

Three-Month
Average

4.18%
4.05%
3.98%
3.91%
3.84%
3.65%
3.53%
3.17%
3.24%
3.24%
3.25%
3.22%

4.35%
4.25o/o

4.16%
4.08%
3.98%
3.82%
3.69%
3.29%
3.37%
3.39%
3.43%
3.40%

4.91%
4.76%
4.65%
4.55%
4.47%
4.31%
413%
3.63%
3.71%
3.72%
3.76%
3.73%

4.48%
4.35%
4.260/o

4.18%
4.10%
3.93%
3.79%
3.36%
3.44%
3.45o/o

3.48%
3.45%

3.61% 3.77%

3.28% 3.43%

3.24% 3.41%

4.19% 3.86%

3.78% 3.50%

3.74% 3.46%
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kH -jq!!dl@ rrtu ___!gjg4=g!L kE -jq!sl!4 ^rd __!e!ed@ Md ___3c!!gls4
--!4 elsgt4q ---!4 srd -l&L E4tE-q!!! ---!!L -jEL --!!L 44eJ!g ---!!L --s!4 ---!!L 4!449 ---jq --s!4 -_4 elggglq --t4!L --5!4
Jan-99 6.97o/o

Feb-99 7.09o/o

Mar-99 7 .26oh
Apr-99 7.22o/o

Maf99 7.47o/o

Jun-99 7.74o/o

Jul-99 7.71o/o

Aug-99 7.91o/o

Sop-99 7.93o/o

Oct-99 8.06%
Nov-99 7.94o/o

Dec-99 8.14Vo

Jan-00 8.35%
F€b-00 8.25Yo
Mar-00 a.2a./o
Apr-00 A.29oh
May-00 a.7oo/o

Jun-00 8.36%
Jul{o a.25o/o

Aug{0 a.13./o
Sep{o 8.23Vo
Ocl00 8.14o/o

Nov{o 8.11"/o
Dec-00 7.44o/o

Jan-0'1 7.aO%
F€b{1 7.74Vo
Mar{1 7 .6ao/o

ApF01 7.94oh
May-01 7.99o/o
Jun-01 7.851o
Jul-01 7.78o/o

Au9-01 7.597o
Sep-ol 7.75o/o

Oct-01 7.639o
Nov{1 7.57Vo
Ds41 7.a3o/o

Jan-Oz 7.66o/o

Feb-02 7.54o/"
Mar-02 7 .766/0

ApF02 7.57o/o

May-02 7.52o/o
Jun-02 7.42o/o

Jul02 7.31o/o

Aug{2 7 .17o/o

S€p-02 7.OAo/"

Oct-02 7.23o/o

Nov-02 7.14o/o
Dec-02 7.07o/o

Jan-03 7.O7o/
Feb{3 6.93%
Mar{3 6.79%
Apr-03 6.64o/0

May-03 6.360/.
Jun-03 6.21o/0

Jul-03 6.570/o

Aug-03 6.7q0/o

Sep{3 6.560/o

Oct-03 6.43./0
Nov-03 6.37oh
Dec03 6.270/.

1.81o/o Jan-04 6.15o/0

1.72o/o Feb-04 6.15Yo
1.68% MaF04 5.97o/o

1.670/o AptsO4 6.350/o

1.66% May-04 6.620/"
1.7O1o Jun-04 6.46010

1.73o/" Jul-04 6.270/o

1.84o/o Aug-04 6.14o/"
1.860/0 Sop-04 5.98%
1.80o/o Ocl04 5.94o/o

1.790/. Nov-04 5.97o/o

1.79o/o Dsc-04 5.92o/o

'1.72o/o Jan-05 5.78oh
2.02o/o F€b-05 5.61010

2.23"/o Mar-05 5.83%
2.44o/o Apr-05 5.640/o

2.55o/o May-05 5.53o/o

2.43oh Jun-05 5.40%
2.4oo/o Jul{s 5.51o/o

2.41o/o Aug{5 5.50o/o

2.40o/o Sep-05 5.52Vo
2.U% Ocf05 5.79o/o

2.33V. Nov-05 5.88%
2.35o/o D6c-05 5.80%

2.260/o Jan-06 5.75o/o

2.29o/o Feb-06 5.a2o/o

2.34"/o Mar-06 5.98%
2.29o/o Apr-06 6.29oh
2.21o/o May-06 6.426/o

2.1gVo Jun-06 6.400lo
2.17o/o JuL06 6.37o/o
2.11o/o Aus-06 6.200/o

2.27o/" S€p-06 6.00%
2.31o/o Oct-06 5.98o/o

2.45o/o Nov-06 5.809o
2.35'/o De{6 5.81o/o

2.21o/o Jan-06 5.75o/o

2.'l4ok Feb-06 5.a2o/o

l\4ar-06 5.98o/o

Apr-06 6.29Vo
May-06 6.420/"
Jun-06 6.401/o

JuL06 6.37o/0

Aus-06 6.20Yo
S€p46 6.000/o

Oct-06 5.98%
Nov-06 5.80o/o

Dec-06 5.81o/o

Jan-07 5.960/5

Feb-07 5.90%
Mar-07 5.857o
Aptro7 5.97o/o

Maf07 5.99%
Jun-07 6.300/0

Jul-07 6.250/0

Aug-07 6.24o4
S€p-07 6.1ao/o

Oct-07 6.110/"
Nov-07 5.97o/o

Dec-07 6.160/"

Jan-08 6.02Vo
F6b-08 6.21oh
Mar-08 6.21"/o
Apr08 6.29o/0

[4ay{8 6 .28o/o

Jun-08 6.38%
Jul-08 6.40o/o

Aug-08 6.37o/o

Sep-08 6.490/o
Ocl08 7.56o/0
Nov{8 7.60o/o
Dec-08 6.52Vo

Jan-09 6.390/o

Feb-09 6.300/o

Mar-09 6.42'k
Aptrog 6.44o/o

May-09 6.49010

Jun-09 6.200/o

Jul-09 5.97Vo
Aug-09 5.71o/o

S€p-09 5.53o/o

Oct-09 5.55%
Nov-09 5.64o/o

D€c-09 5.79'/0

Jan-10 5.77d/o

1.28o/o Febl0 5.871o
1.25o/o MaFlo 5.84o/o

1.23oh Aptr1o 5.81o/o

1.22!o May-10 5.500/.
1.25o/o Jun-10 5.460/o
1.24o/o Jul-10 5.26Vo
1.20o/o Aug-10 5.0'l%
1.15o/o Sep-lo 5.O16/o

1.13o/o Oct-10 5.10oh
'1.1'lo/o Nov-10 5.37"/o
1.13Eo D6c-10 5.560/0

Jan-10 5.77o/o

1.28o/o Feb-10 5.A7o/o

1.25o/o Mar-10 5.84V"
1.23o/o Apr- 10 5.81Vo
'l 22% May-1 0 5.5oo/o

1.25Yo Jun-l 0 5.46o/o

1.24o/o Jul-10 5.260/o

1.20o/o Aug-10 5.01o/"
1.'l5o/o Sep.,1o 5.01"h
1 .13o/. OcLl 0 5.10o/"
1.11o/o Nov-'1 0 5.37"/o
1.'l3o/. Dec-10 5.56%

1.1'to/o

1.08o/o

1.130/o

1.10o/o

1.OgVo

1.1oo/o
't.140/o

1.3'lo/o
1.390/.
't.Uo/o
1.450/o

1.630/0

Jan-1l 5.57o/o

Feb-1 1 5.680/o
Mar-l 1 5.560/o

ApFll 5.55olo
May-11 5.326/0
Jun-'t 1 5.26o/o

Jul-1 1 5.27o/o

Aug-1 1 4.690/o
Sep-1 1 4.48o/o
Oct-11 4.52%
Nov-ll 4.25Vo
Doc-l 1 4.33o/o

Jan-12 4.34o/o

Feb-12 4.360/o

Mat-12 4 .48o/o

Apr12 4.40o/o

May-12 4.2OoA

Jun-12 4.08o/o

Jul-12 3.93%
Aug-12 4.00"/o
S€p-12 4.02o/o

Ocl-12 3.91o/o

Nov-12 3.A4o/o

Oec-12 4.00o/o

Jan-13 4.15o/o

Feb-13 4.14o/o
Mar-13 4.20%
ApFl3 4.00'/o
May-13 4.17o/o
Jun-13 4.53o/o

Jul-13 4.680/o
Aug-13 4.73Vo
Sep-'f3 4.80o/o

Oct-13 4.70o/o

Nov-13 4.77oh
Dec-13 4.81'h

Jan-14 4.630/o

Feb-14 4.53o/o

MaFl4 4.51o/o

ApF14 4.41o/o

May-14 4.26o/0
Jun-14 4.29o/o

Jul-14 4.23Yo
Aug-14 4.13o/o

Sop-'14 4.24o/o

Oct-'14 4.06Vo
Nov-14 4.090/5

Dec-14 3.95%

Jan-'14 4.630/o

Feb-14 4.53Vo
MaF14 4.51o/o

Apr-14 4.4'lo/o
Mar14 4.260/o

Jun-'14 4.29o/o

Jul-14 4.23o/o

Aug-14 4.13o/o
Sep-14 4.24o/o
Oct-14 4.06o/0

Nov-14 4.09o/o

Dec-'14 3.95%

Jan-16 4.27o/o

Feb-16 4.11ok
Mar-16 4.16Yo
Aptr16 4.00ok

May-1 6 3 .93'/o

Jun-16 3.780/.
Jul-16 3.57o/o

Aug-16 3.59%
Sep-16 3.66%o

Oct- 16 3.77o/o

Nov-16 4.08Vo
Dec-16 4.27o/.

Jan-17 4.14o/o

Feb-17 4.14o/o

MAt-17 4 .23'/o
Apr-17 4.12o/o
May17 4 .12o/o

Jun-'17 3.94o/o

Jul-17 3.99o/o

AuglT 3.860/0

SeplT 3.87o/o

Oct-'17 3.91'/0
Nov-17 3.830/"
Oee17 3.79o/o

Jan-18 3.86%
Feb-'18 4.09'/o
ldar-18 4.13o/o

ApF18 4.l7ok
May-1 I 4 .28o/o

Jun-18 4.27o/o

Jul-'18 4.27Vo
Aug-18 4.267o
Sep-18 4.32o/o

Oct-18 4.45o/o

Nov-'18 4.52'/o
Oec-'l 8 4 .37%o

Jan-19 4.35Yo
Feb-19 4.25o/o

Mar-19 4.'160/0

Aptr1g 4.08ok
May-19 3.98o/o

Jun-19 3.82o/o

Jul-19 3.69%
Aug-19 3.29Vo
Sep-19 3.37"/o
Oct-'19 3.39o/o

Nov-19 3.43o/o

Dec-19 3.40%

2.86% 1.41o/o

2.62% 1.490/.
2.680/. 1.48o/o

2.62"/o 1.39ok
2.63o/. 1.3070

2.450/0 1.330/o

2.230/" 1.34o/o

2.260/" 1.330/o

2.35o/o 1.31o/o

2.50"/o 1.27o/o

2.a6o/o 1.22o/o

3.11o/o 1.16"/o

3.02./0 1.120/o

3.03o/o 1.15o/o

3.080/" 1.150/o

2.940/. 1.18'/o
2.960/o 1.16o/0

2.80o/o 1.14o/o

2.84o/o 1.11o/o

2.80o/o 1.060/o

2.7a% 1.090/.
2.88ok 1.03'/o
2.a0o/o 't.03o/.

2.77ok 102o/o

2.840/. 0.98%
3.130/o 0.96%
3.09o/o 1.04o/o

3.07yo 't.100/.

3.13o/o 1.15'/o

3.05% 1.22o/o

3.010/" 1.26'/o
3.04o/. 1.22o/o

3.150/" 1.17o/o

3.34o/o 1.11o/o

3.36% 1.160/.

3.1Oo/. 1.27'/0

3.04./o 1.310/o

3.020/0 '1.230/o

2.98o/o 1.18'/0
2.946k 1.14'/0

2.82% 1.160/.
2.570/. 1.25'/o
2.57o/o 1.12o/o

2.12o/o 1.17o/o

2.160/0 1.21o/o

2.190/. 1.20%o

2.280/0 1.150/o

2.30V" 1.101o

5.160/0

5.370h
5.58o/o

5.55'/o
5.81o/o

6.040/0

5.987o
6.07'/o
6.O70h
6.26Eo
6.150/o

6.350/0

6.63%
6.230/0

6.05%
5.85o/o

6.150/o

5.93olo
5.85o/o

5.726/0

5.8306
5.807o
5.780/o

5.490/0

5.54./o
5.450h
5.Uo/o
5.65o/o

5.780/o

5.67o/o

5.610/o

5.48yo
5.480/o

5.32y.
5.12o/o

5.48./o

5.45yo
5.400/o

4.54Vo
4.73o/o

5.060,6

5.20o/o

5.150/o

5.13V"
5.00o/o

4.85o/o

4.850k
4.69Vo
4.640/o

4.Uo/o
4.73o/o
5.060/o

5.200/o

5.15o/o

5.'l3Yo
5.00%
4.850h
4.85Vo
4.69Vo
4.640/o

4.850/o
4.824/o

4.7204
4.470/0

4.900/"
5.2O'/o
5.11o/o

4.93o/o

4.79%
4.770/0

4.520/.
4.53'/o

4.33%
4.52o/o

4.39%
4.440/0
4.60o/o
4.6970
4.57o/o

4.5Oo/o

4.27o/o

4.170/o

4.00alo
2.87o/o

3.13%
3.59o/o

3.6470
3.760/o

4.230/0

4.52o/o

4.410/o

4.371o
4.190/"
4.190/0

4.3'tto
4.49./o

4.600/o

4.620/o

4.64'/o
4.690/o
429%
4.13o/o

3.990/o

3.807o
3.770/o

3.87Vo
4.19o/o

4.420/0

4.60o/o
4.62'/o
4.640/o
4.690/o

4.29o/o

4.130/o

3.99%
3.80%
3.771o
3.870h
4.19o/o

4.420/0

4.52o/o
4.650/o
4.51o/o

4.5Oo/o

4.290/0

4.23o/o

4.270/o

3.650/o

3.18/o
3.13olo
3.O2yo
2.94o/o

1.69%
1.690/o

1.82o/o

1.85%
1.689/o

1.690/0

1.830/6
'1.87o/o

2.22o/o

3.390/.
3.60%
3.65o/o

3.26o/o

2.71o/o

2.780/o

2.72o/o

2.26./o
1.68%
1.56'/o
1.340/o

1.34o/o

1.367o
1.330/o

1.30%

1.170/0

1.25%o

1.200/o

1.12o/o

1.210/"
'1.330/o

1.270/0

1.21%
1.240/0

1.230/o

1.18Vo
1.140/o

1.17o/o

1.25o/o
't.200/o

1.120/o

1.21o/o

1.33h
't.270/0

1.21./o
1.240/o

L23o/o
1.18o/o

L140/o

1.057o
1.030k
1.050/0

1.057o
1.0370
1.03Yo
1.00%
1.040/o

1.306/0
'1.39%

1.23o/o

1.357o

3.037o
3.11o/o

3.28yo
3.18o/o

2.93o/o

2.7Oo/o

2.5904
2.770/o

2.88yo
2.9O6/o

2.80'/o
2.88o/o

3.08%
3.17./o
3.160k
2.930/o
3.11o/o

3.400/0

3.61olo

3.760k
3.79'/o
3.68%
3.807o
3.890/"

3.770k
3.66%
3.62o/o

3.520/o

3.39'/o
3.420/0

3.330/0

3.2Oo/o

3.26Vo
3.O4o/o

3.O4yo
2.830/"

3.770/o

3.660/o

3.620/o

3.52o/o

3.39%
3.420/"
3.33o/o

3.20o/o

3.26yo
3.04o/o

3.040/0

2.830/.

1.31o/o

1.25o/o
't.200/o

1.221o
1.270/"
1.34'/o
1.Uo/.
1.230/.
1.140/.
1.01o/o

1.04'/o
1.120/o

1.07o/o

1.010h
1.040/0

1.070/o
'1.060/o

1.13yo
1.07'/o
0.97o/o

1.01o/o

1.02o/o

0.976/o

0.920/"

0.860/o

0.870/"
0.89%
0.89%
0.87o/o

0.870/o

0.900/"
0.93%
0.98%
1.02"/o
1.05o/o
'1.12o/o

0.860/.
0.870/o

0.89o/o

0.89o/o

0.870/0

0.47o/o

0.90%
0.9306
0.98%
1.02o/o
't.05o/o

1.12o/o

Jan-15 3.58'/o 2.460/0
Feb-15 3.67oh 2.57o/o

Mar-'15 3.74o/o 2.63ok
Aptr1s 3.75o/o 2.59o/o

May,1s 4.17'/0 2.960/o

Jun-15 4.39o/" 3.1'1"/o

Jul-15 4.40o/o 3.O7o/.
Ausis 4.25o/o 2.86o/o
Sep-15 4.39o/o 2.95o/.
Oct-'15 4.29o/o 2.89Yo
Nov-15 4.40o/o 3.03%
D€c-15 4.35o/o 2.977o

120/"

107o
'l1o/o

16%o

21o/o

2ao/o

33o/o

39o/o

44o/o

400/.

37o/o

380/o

I 12-months
Gmonlhs
lmonths

1.19o/o

1.160h
1.1syo



Common Equitv Risk Premiums
Years 1926-2018

Large
Common
Stocks
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Schedule 1211 of 2l

Long-
Term
Govt.
Bonds
Yields

Long-
Term
Corp.
Bonds

Equity
Risk

Premium

Low lnterest Rates

Average Across All Interest Rates

High Interest Rates

11.74%

11.BBo/o

12.03o/o

4.84To

6.25o/o

7.69%

6.90%

5.63%

4.34%

2.92%

5.02%

7j5%

Source of Information: 2019 SBBI Yearbook Stocks. Bonds. Bills. and Inflation
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Schedule 1212 o'f 2l
Basic S€{es

Annual Total Returns (excopt yieldB)

Largo
Common

Stocks

LOng-
Term
Govt.
Bonds
Yiolds

Long-
Term
Corp.
Bonds

'1940 -9.780/0

1945 36.440/o

1941 -11.59%
1949 18.7970
1946 -4.O70/o

1950 31.71"/.
1939 4.41./o
1948 5.50%
1947 5.7 to/o

1942 20.U./.
1944 19.75%
2012 16.00%

2014 13.69%
1943 25.90./.
'1938 31.120/o

2017 21.83"/"
1936 33.92.h
2011 2.11./0
2015 1.38"/"
1951 24.02yo
1954 52.62%
20'16 11.960k
'1937 -35.03%
1953 -0.99%

1935 47.670/o

1952 14.370/o

2018 4.38./.
'1934 -1.440/o

1955 31.560/o

2008 -37.00%
1932 -8.19%

1927 37.490/o
'1957 -10.780/0

'1930 -24.9eh
'1933 53.99./"
1528 43.610/o
'f929 -8.420h
'1956 6.56%
1926 11.620/o

2013 32.39.h
1960 0.470/o

1958 43.36%
1962 -8.730/0

1931 43.Uo/o
2010 15.060/0

1961 26.89Vo
1963 22.80./"

1964 16.480/o

195S 11.96%
1965 12.450h
2007 5.49%
1966 -10.06./"

2009 26.460h

2005 4.9'lTo
2002 -22.14Yo

2004' 10.88%
2006 15.790h
2003 28.680/0

1998 28.58%
1967 23.989t
2000 -9.10%

2001 -11.89%
1971 't4.30y.
1968 11.06./"
1972 18.990/0

1997 33.36%
1995 37.58%

1970 3.86%
1393 10.08%
1996 22.960/o

1999 2't.U.h
1969 -8.s006
1976 23.93"k
1973 -14.69%
1992 7.620/o
'f991 30.47"/0

1974 -26.470h
1986 18.67"'/.
1994 1.320h
1977 -7.160/0

1975 37.230h
1989 31.69%
'1990 -3.10./"

1978 6.57%
1988 16.610/0

1987 5.250/o

1985 31.73y.
'1979 18.610/6

1982 21.550/o

1e84 6.27./0
1983 22.56.h
1980 32.50./;
1981 4.92yo

3.39% 1.94%
4.080/o 't.99%

2.73yo 2.04./.
3.310/o 2.090/o

1.72Yo 2.12"/.
2.12y. 2.240h
3.970/o 2.260k
4.140/0 2.37y.
-2.UV. 2.43%
2.60"/. 2.460/.
4.73.h 2.46%

'10.68./" 2.46v.
17.2goh 2.460k
2.83"k 2.44"/.
6.13% 2.52"/.

1225% 2.5410
6.74yo 2.55"/.

17.95./. 2.550/o

-1.02% 2.6aoh
-2.69./. 2.690/o

5.39% 2.72./o

6.70Yo 2.72%
2.75./" 2.730/o

3.41yo 2.74./.
9.61% 2.76.h
3.s20h 2.79./.
4.73y" 2.Uoh
13.Uo/o 2.930/"
0.48./" 2.95%
8.78% 3.0370

10.82./" 3.150/0

7.440/o 3.170/.
8.71./. 3.23"/o

7.98Yo 3.30%
10.38% 3.36%
2.Uoh 3.400/.
3.27./" 3.40%
-6.a1.h 3.450/0

7.370h 3.54"/.
-7.O7yo 3.74"/.
9.070/0 3.80./"
-2.220/0 3.A2%
7.95% 3.95oi6

-1.A50/o 4.070/o

12.44./" 4.14%
4.82",/. 4.150/o

2.199/. 4.170/o

4.779ro 4.230/o

-o.970/o 4.47"/.
-4.46'/o 4.509/.
2.609/. 4.500/o

0.200/. 4.550/o

3.O20/o 4.5Ao/.

5.87% 4.610/o

16.33./" 4.U%
8.72v. 4.Uo/o
3.24yo 4.91"'/"
5.27y. 5.11%

10.76Vo 5.420/o

-4.95./. 5.s60/o

12.47y. 5.s80/6
'10.650/0 5.75./.
11.01"/" 5.970/0

2.51./0 5.98%
7.260/o 5.99%

12.9so/o 6.02"/.
27.20"/. 6.030/0

14.370/. 6.4ao/.
13.190/. 6.540/.
1.400k 6.730/o

-7.450/o 6.a2"/.
-8.09./" 6.A70h
'18.65% 7.21.k
't.14./" 7.260/0

9.397. 7.26%
19.89% 7.300k
-3.06% 7.6e/o

1 9.8570 7 .8Vk
-5.7e,/o 7.99"/o

1.71ato 8.03%
14.64"k 8.050/0

16.230/o 8.160/o

6.7ao/o 8.44./"
-0.07./. 8.98.6
10.700/0 9.190/0

-027% 9.2Vk
30.09% 9.56%
4.149/. 10.121o
42.56",/. 10.95%
'f6.860/o 11.700/
6.26"k 11.970/o

-2.76o/o 11.990/6

-1.240/o 13.U.h



Yields for Treasury Constant Maturities
Yearly for 2014-2018

and the Twelve Months Ended December 2019

1-Year 2-Year 3-Year S-Year
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20-Year 30-YearYears

2014
2015
2016
2017
2018

Five-Year
Average

Months

Jan-1 9
Feb-1 9
Mar-19
Apr-19
May-19
Jun-1 9
Jul-19

Aug-19
Sep-l9
Oct-19
Nov-19
Dec-1 9

Twelve-Month
Average

Six-Month
Average

0.12% 0.460/o

0.32o/o 0.69%
0.610/0 0.84o/o

1.20Yo 1.40%
2.33o/o 2.53ok

0.92o/o 1.18o/o

0.90%
1.03Yo

1.01Yo

1.58Yo

2.63To

1.43o/o

1.64%
1.53Yo

1.34o/o

1.91yo

2.75To

1.83o/o

7-Year

2.140k
1.89o/o

1.64Yo

2.160
2.850

2.14o/o

10-Year

2.54o/o

2.14o/o

1.84yo

2.33o/o

2.910h

2.35%

3.070k
2.55o/o

2.23Yo

2.650/o

3.02yo

2.7004

3.34yo

2.84%
2.60%
2.90yo
3.11o/o

2.96Yo

2.58%
2.55Yo
2.49Vo

2.42Yo
2.34Yo
2.00%
1.96Yo
1.77o/o

1.800h
1.61%
1.57o/o

1.55o/o

2.05Yo

2.54o/o

2.50%
2.41o/o

2.34Yo
2.21Yo
1.810
1.84Yo

1.57Yo

1.650/0

1.550k
1.610
1.610/o

1.97Yo

2.52Yo

2.48yo
2.37o/o

2.31Yo
2.16Yo
1.78o/o

1.80Yo
1.51Yo

1.59o/o

1.53yo
1.610/o

1.630/o

2.54o/o

2.49o/o

2.37o/o

2.33o/o

2.19Vo
1.83Yo

1.83Yo
1.49yo
1.57%
1.53Yo

1.640/0

1.680/o

2.61o/o

2.57o/o

2.470
2.43yo
2.29yo
1.95o/o

1.93Yo

1.55To

1.640/0

1.620/0

1.74%
1.79Yo

2.71o/o

2.68Yo
2.57o/o

2.53Yo
2.40Yo
2.07o/o

2.06Yo
1.63Yo
1.70o/o

1.71To
1.81o/o

1.860/o

2.89%
2.87%
2.80Yo

2.76Yo
2.63%
2.36%
2.36%
1.91To

1.97Yo

2.00To
2.13%
2.16yo

_2.40%_

_2.0s%_

3.04Yo

3.02o/o

2.98o/o

2.94%
2.820k
2.5704
2.57%
2.120k
2.160/o

2.19%
2.28o/o

2.30o/o

2.58%_

2.27To1.71Yo 1.64Yo

Three-Month
Average 1.58% 1.59Yo

1.94Yo 1.96Yo 2.05Yo 2.14Yo

1.61% 1.62% 1.71Yo 1.80%

1.59Yo 1.62Yo 1.72Yo 1.79%

Source: Federal Reserve statistical release H.15

2.10oh 2.26Yo



Measures of the Risk-Free Rate & Gorporate Bond Yields
The forecast of Treasury and Corporate yields

per the consensus of nearly 50 economists
reported in the Blue Chio Financial Forecasts dated January 1,2020 and December 1,2019
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Corporate
Aaa Baa
Bond Bond

Treasury

Year Quarter
1-Year

Bitl
2-Year
Note

S-Year
Note

10-Year
Note

30-Year
Bond

2020
2020
2020
2020
2021
2021

First
Second
Third
Fourth
First

Second

1.60/o

1.6Yo

1.5o/o

1.60/0

1.60/0

1.60/0

2.2Yo

2.7%o

1.6Yo
1.6%
1.6Yo

1.6%
1.7%
1.70h

2.3%
2.8o/o

1.7Yo

1.7Yo

1.7Yo

1.8Yo

1.8Yo

1.9Yo

2.5o/o

3.0o/o

1.8o/o

1.9Yo

1.9Yo

2.UYo

2.1Yo

2.1Yo

2.8o/o

3.2o/o

2.3o/o

2.4%
2.4Yo

2.SYo

2.5Yo

2.6Yo

3.2o/o

3.7To

3.2o/o

3.3o/o

3.4Yo

3.5To

3.5o/o

3.6Yo

4.2o/o

4.7Yo

4.1o/o

4.2o/o

4.3Yo

4.4Yo

4.SYo

4.SYo

5.2o/o

5.6%

Long-range CONSENSUS
2021-2025
2021-2025

Measures of the Market Premium

Value Line Return

As of:
27-Dec-19

s&P 500
Average

Risk-free Rate of Return (Rf)
Forecast Market Premium

Median Median
Dividend Appreciation Total
Yield Potential Return
zl"k * s73% =@

8.93%
1038"%
2.75%
7.63%

DCF Result for the S&P 500 Composite

1.860/o (1.0350) + 7.00o/o = 8.93%

11.83%

Historical Market Premium (Rm) (R0
1926-2018 Arith. mean 11.81ok 3.97o/o 7.84oh

Average - ForecasUHistorical 7.74o/o
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Exhibit 7.8: Size-Decile Portfolios of the NYSE/NYSE MKT/NASDAQ Long-Term Returns in Excess

of CAPM

1 926*201 6

Size Grouping
Mid-Cap (3-5)
Low-Cap (6-8)
Micro-Cap (9-10)

Breakdown of Deciles I -10

OLS Beta
1.12
1rt
1?E

Arithmetic
Mean

13.82V.

15.26%
18.0470

Return in
Excess of

Risk-free Rate

{actual)
8.80%

10.24y,

13.02Vo

Relum in
Excess of

Risk-free Rate
(as predieted

by CAPM)
7.79V'

8.49Vo

9.35%

Size

.Premium
1.420/o

1.75y,

3.67V"

1 -Largest
L

J

4
6

h

I
10-Smallest

0,92
1.04
'1.1'1

t.t 3
1.17

1.17
1.25
.1.30

1.34

1.39

11.0570

12,82%
13.57v"

13.8070

14.6?o/0

14.B1vo

15.41%

16.147o

16.97vo

20.27?"

6.OAV,

7.81Vo

8.55yo

B.7BVo

9.6070

9.79yo

10.39%

11.12!o

1 
,l.9670

15.25Vo

6.3870

7.19Yo

7.66Vo

7,80"/o

8.097o

8.14Vo

8.67yo

LA4%
9.28%;o

9.669o

-0.357o

0.61%

0.89%

0.98%

l.5170

1.669o

1.72Vo

2,0870

2.6870

5.59o/o

Betas are estimated from monthly returns in excess of the 30-day U.S. Treasury bill total return, January 1926*December 20'15. Historical riskless rate

measured by the 9l-year arithmetic mean income return component of zo-year governmeni bonds (5.02%). Calculated in the context oi the CAPM by

multiplying the equity risk premium by beta. The equity risk premium is estimated by the arithmetic mean total return of lhe S&P 500 01.959") minus the
arithmetic mean income return component of 2o-year government bonds (5.0290) from I 926-201 6. Source: Morningstar Drrect and CFSP. Calculated based

on data from CRSP US Stock Database and CRSP US lndices Database @2017 Center for Research. Used with oermission. All calculations 0erformed by

Duff & Phelos. LLC.

7-16 Chapter 7: Company Size and Return
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Schedule 1 4 [1 of 3]

Comparable Earnings Approach
Using Non-Utility Companies with

Timeliness of 1,2 & 3; Safety Rank of 1, 2 & 3; Financial Strength of B+, B++, A & A+;
Price Stabilitv of 75 to '100: Betas of .50 to .80: and Technical Rank of 2, 3 & 4

Allstate Corporation
Altria Group Inc
Capitol Federal Financial Inc
CH Robinson Worldwide Inc
Cheesecake Factory Inc
Church and Dwight Co Inc
CME Group Inc
Colgate Palmolive Co
Constellation Brands
Costco Wholesale Corporation
Darden Restaurants lnc
Dunkin Brands Group Inc
Erie Indemnity Company
Estee Lauder Companies Inc
Forrester Research lnc
General Mills lnc
Hershey Company
J and J Snack Foods Corp
Kellogg Company
Kimberly Clark Corp
Lancaster Colony Corporation
McCormick and Co
Republic Services Inc
Sysco Corp
Tootsie Roll
Waste Management
WD 40 Co
Yum Brands Inc

Average

Gas Group

ln.lilct^,
----------------

Insurance (Prop/Cas.)
Tobacco
Thrift
lndustrial Services
Restaurant
Household Products
Brokers & Exchanges
Household Products
Beverage
Retail Store
Restaurant
Restaurant
Insurance (Prop/Cas.)
Toiletries/Cosmetics
lnformation Services
Food Processing
Food Processing
Food Processing
Food Processing
Household Products
Food Processing
Food Processing
Environmental
RetaillVVholesale Food
Food Processing
Environmental
Household Products
Restaurant

Financial Price
Strength Stability

A+ 100
B++ 95
B+ 100
A80
475
A+ 100
A90
A+ 100
A85
A+ 95
u++ t5
B+ 80
B++ 100
A95
B+ 85
A95
B++ 90
A+ 90
495
A+ 95
A90
A+ 95
B++ 100
A+ 95
A+ 90
A 100
A90

Comoanv
Timeliness

Rank
Safety
Rank

Technical
Rank

J
z

J

1

I

1

1

1

J

1

J

3

1

1

1

z

I
1

1

c
1

1

1

1

1

1

1

2
1

1

1

1

Beta

0.80 4
0.65 2
0.75 3

0.80 2

0.70 3

0.70 2

u./c z
0.80 3
U./C J
0.80 2

0.80 3

0.60 2
0.80 3

0.80 2
0.75 3

0.75 3

0.75 2

0.75 2

0.70 3

0.75 3

0.75 2

u./c z
0.75 2

u./c z
0.80 2

0.80 2
B+ 100 0.75 2

92 0.75

Average cz

Source of Information: Value Line Investment Survev for Windows, Januarv 20'19

87 0.65
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Schedule 14 L2 o't 3l

Comoanv

Comparable Earninqs Approach
Five -Year Average Historical Earned Returns

forYears 2013-2017 and
Proiected 3-5 Year Returns

2013 20't4

Allstate Corooration
Altria Group Inc
Capitol Federal Financial Inc
CH Robinson Worldwide Inc
Cheesecake Factory Inc
Church and Dwight Co Inc
CME Group Inc
Colgate Palmolive Co
Constellation Brands
Costco Wholesale Corporation
Darden Restaurants Inc
Dunkin Brands Group Inc
Erie Indemnity Company
Estee Lauder Companies Inc
Forrester Research Inc
General Mills lnc
Hershey Company
J and J Snack Foods Corp
Kellogg Company
Kimberly Clark Corp
Lancaster Colony Corporation
McCormick and Co
Reoublic Services Inc
Sysco Corp
Tootsie Roll
Waste Management
WD 40 Co
Yum Brands lnc

12.8%
NMF
4.2%

44.3o/o

19.7o/o

17.1%
4.60/o

97.2%
12.9o/o

18.2%
20.0%
40.7%

31.0o/r

9.7o/o

26.8%
52.6%
12s%
38.9%
44.'lo/o

21.80h
21.5%

9.0o/o

19.10h

8.9%
17.7%
22.2%
63.30h

10.7o/o

NMF
5.2o/o

43.0o/o

18.3o/o

19.7o/o

5.4o/o

NMF
15.5To
16.7Yo

8.5%
5O.7To

23.8o/o

31.2%
13.2%
27.9%
61.6%
12.8Yo

50.1o/o

NMF
19.1o/o

24.4To

9.0o/o

17.7o/o

9.20h
19.7o/o

25.8o/o

90.5%

20't5

10.60/o

NMF
5.5To

44.3To

2O.4Yo

21.4o/o

6.'lo/o

16.9%
22.0o/o

14.7%

22.70
29.9Y0

16.1%
35.3%
91.20
11 .7Yo

59.10

17.50

26.9Y0

9.30
20.90h

9.50h
21.60/o

28.4o/o

NMF

2016

9.0%
41.5o/o

6.O%
40.8o/o

23.1o/o

23.5o/o

7.5%
NMF

20.1Yo
19.5o/o

23.4Yo

NMF
25.80/o

31.2o/o

16.5%
36.3%

120.7o/o

11.9o/o

69.0%
NMF

23.7o/o

29.7Yo

9.9o/o

34.9o/o

9.5o/o

24s%
37.5%

2017

11.0o/o

42.4Yo
6.1%

34.60/o

20.40

22.4%
18.1Yo

NMF
21.9o/o

23.80

24.00
NMF

22.3o/o

28.5o/o

15.8Y0
42.60/0

1O9.2Yo

11.60/0

64.0%
NMF

20.0o/o

21.4Y0

10.3o/o

57.1o/o

8.2o/o

23.7Yo

36.8%

Average

10.8%
42.00/o

5.40/
41.4To

20.4o/o

2O.8To

8.3o/o

97.2o/o

17.50

20.0o/o

18.1o/o

45-70/

23-7o/o

30.4o/o

14-3o/o

33.8%
87.1%
12.10k
56.2%
44.1%
20.4%
24.8o/o

9.5%
29.9o/o

g.'lo/o

21.4o/o

30.1To
76.9o/o

Projected
2021-23

12.50k
53.0%

7.SYo

32.5T0
22.5o/o

19.OYo

8.5%
NMF

19.O%
22.00k
30.0%

NMF
27.0o/o

45.5o/o

17.OYo

24-0%
43.5%
12.O%

32.0o/o

57.0o/o

25.00h
19.0%
13.5o/o

80.0%
9.5%

25.5%
32.5%

NMF

Average

Average (excluding companies with values >20%)

31.1% 27.60k

11.70 13.8Y0



Exhibit No. 400
Page28 of 28

Schedule 1  [3 of 3]
Comparable Earninqs Aoproach

Screening Parameters

Timeliness Rank

The rank for a stock's probable relative market performance in the year ahead.
Stocks ranked 1 (Highest) or 2 (Above Average) are likely to outpace the year-
ahead market. Those ranked 4 (Below Average) or 5 (Lowest) are not
expected to outperform most stocks over the next 1 2 months. Stocks ranked 3
(Average) will probably advance or decline with the market in the year ahead.
Investors should try to limit purchases to stocks ranked 1 (Highest) or 2 (Above
Average) for Timeliness.

Safetv Rank

A measure of potential risk associated with individual common stocks rather
than large diversified portfolios (forwhich Beta is good risk measure). Safety
is based on the stability of price, which includes sensitivity to the market (see
Beta) as well as the stock's inherent volatility, adjusted for trend and other
factors including company size, the penetration of its markets, product market
volatility, the degree of financial leverage, the earnings quality, and the overall
condition of the balance sheet. Safety Ranks range from 1 (Highest) to 5
(Lowest). Conservative investors should try to limit purchases to equities
ranked 1 (Highest) or 2 (Above Average) for Safety.

Financial Strength

The financial strength of each of the more than 1,600 companies in the VS ll
data base is rated relative to all the others. The ratings range from A++ to C in
nine steps. (For screening purposes, think of an A rating as "greater than" a
B). Companies that have the best relative financial strength are given an A++
rating, indicating ability to weather hard times better than the vast majority of
other companies. Those who don't quite merit the top rating are given an A+
grade, and so on. A rating as low as C++ is considered satisfactory. A rating
of C+ is well below average, and C is reserved for companies with very serious
financial problems. The ratings are based upon a computer analysis of a
number of key variables that determine (a) financial leverage, (b) business risk,
and (c) company size, plus the judgment of Value Line's analysts and senior
editors regarding factors that cannot be quantified across{he-board for
companies. The primary variables that are indexed and studied include equity
coverage of debt, equity coverage of intangibles, "quick ratio", accounting
methods, variability of return, fixed charge coverage, stock price stability, and
company size.

Price Stabilitv Index

An index based upon a ranking of the weekly percent changes in the price of
the stock over the last five years. The lower the standard deviation of the
changes, the more stable the stock. Stocks ranking in the top 5% (lowest
standard deviations) carry a Price Stability Index of 100; the next 5%, 95; and
so on down to 5. One standard deviation is the range around the average
weekly percent change in the price that encompasses about two thirds of all
the weekly percent change figures over the last five years. When the range is
wide, the standard deviation is high and the stock's Price Stability Index is low

Beta

A measure of the sensitivity of the stock's price to overall fluctuations in the
New York Stock Exchange Composite Average. A Beta of 1 .50 indicates that
a stock tends to rise (or fall) 50% more than the New York Stock Exchange
Composite Average. Use Beta to measure the stock market risk inherent in
any diversified portfolio of, say, 15 or more companies. Otherwise, use the
Safety Rank, which measures total risk inherent in an equity, including that
oortion attributable to market fluctuations. Beta is derived from a least souares
regression analysis between weekly percent changes in the price of a stock
and weekly percent changes in the NYSE Average over a period of five years.
In the case of shorter price histories, a smaller time period is used, but tvvo
years is the minimum. The Betas are periodically adjusted for their long{erm
tendency to regress toward 1.00.

Technical Rank

A prediction of relative price movement, primarily over the next three to six
months. lt is a function of price action relative to all stocks followed by Value
Line. Stocks ranked 1 (Highest) or 2 (Above Average) are likely to outpace the
market. Those ranked 4 (Below Average) or 5 (Lowest) are not expected to
outperform most stocks over the next six months. Stocks ranked 3 (Average)
will probably advance or decline with the market. Investors should use the
Technical and Timeliness Ranks as comolements to one another.
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COLUMBIA GAS OF PENNSYLVANIA. INC.
Sg.Sg II. RATE OF RETURN

A. ALL UTILITIES

1. Provide capitalization and capitalization ratios for the last five-year period
and projected through the next two years. (With short-term debt and
without short-term debt.) (Company, Parent and System [consolidated].)

a. Provideyear-endinterestcoveragebeforeandaftertaxesforthe
last three years and at latest date. (Indenture and SEC Basis.)
(Company, Parent and System [consolidated].)

b. Provide year-end preferred stock dividend coverage for the last
three years and at latest date (Charter and SEC Basis).

Response:

1. Capitalization and capitalization ratios for the last five year period are
provided on page z (Company). Given NiSource's announcement on
February 27,2o2o regarding the planned sale of its Columbia Gas of
Massachusetts operating company, ongoing analysis and considerations
are underway to determine capital requirements and sources of the Parent
and System (Consolidated) future three years. As such, this is not currently
available at this time. NiSource expects to have refined assumptions closer
to the planned closing of the Columbia Gas of Massachusetts sale,
currently targeted to close at the end of Q3, zozo

a. Interest coverage ratios are provided on page 4 (Company) and
page S (Nisource).

b. Preferred stock dividend coverage for the last 3 years and at latest
date for NiSource Inc. are as follows:

Inmillions zot6 20L7 zo18 20r9
Net Income $fco.sq)M $q8q.rM
Required Preferred
Dividend Pavment $rs.oM $ss.rM

Preferred Stock
dividend coverage N/A (r) N/A (t) N/A(e) 6.gs

(r) NiSource Inc.'s outstanding cumulative preferred stock was issued
in zor8.

(z) Payout ratio excluded for periods with a net loss.
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Wilness:P. R. Moul

COLUMBIA GAS OF PENNSYLVANIA, INC.
Capitalization and Capitalization Ratios

As Ratios

with
Short Term Debt

Without
Short Term DebtLine

No. As of Amount
(1)

$000

951,493
785,515

58,765
1,795,773

1,252,287
975,515

82,946

Ratio
(2)
To

Amount
(3)

$000

591,895
514,040

0

Ratio
(4)
Yo

53.52
46.48

0.00
1ooo0

56.21
43.79
0.00

1

2
3
4
5

November 30. 2015
Common Equity (a)
Long-Term Debt
Short-Term Debt (b)

Total

November 30, 2016
Common Equity (a)
Long-Term Debt
Short-Term Debt (b)

Total

November 30,2017
Common Equity (a)
Long-Term Debt
Short-Term Debt (b)

Total

November 30, 2018
Common Equity (a)
Long-Term Debt
Short-Term Debt (b)

Total

November 30, 2019
Common Equity (a)
Long-Term Debt
Short-Term Debt (b)

Total

November 30,2020 - Projected
Common Equity (a)
Long-Term Debt
Short-Term Debt (b)

Total

December 31,2021 - Projected
Common Equity (a)
Long-Term Debt
Short-Term Debt (b)

Total

591,895 52.94
514,040 45.97
12.192 1.09

W T00oo

650,222 53.52
540,515 44.49
24,092 1.99

't,214,829 100.00

6
7
8
I
10

1,10s,935

650,222 54.61
540,515 45.39

0 0.00
1,190,737 100.00

713,822 51.47 713,822 53.30
625,515 45.10 625,515 46.70
47,592 3.43 0 0.00

1,386,929 100.00 1,339,337 100.00

846,996 52.46 846,996 54.56
705,515 43.70 705,515 45.44

62,010 3.85 0 0.00
1,614,522 100.00 1,552,511 100.00

11

12
13
14
15

16
17
18
19
20

21

22
23
24
25

26
27
28
29
30

31

32
33
34
35

52.99
43.74
3.27

951,493 54.78
785,515 45.22

0 0.00
100.00 1,737,008 100.00

1,103,886 53.00 1,103,886 55.21

895,515 43.00 895,515 44.79

83,375 4.00 0 0.00

M 
-T60"0d -TFee/ot toono-

54.19
42.22

3.59

1,252,287
975,515

0

-251,'';74p T00-J0- --ZmM -- 100-00

(a) Excluding Accumulated Other Comprehensive lncome ('OCl') from the equity account, if any.

(b) Represent 12 month average
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NiSource, Inc.
Capitalization and Capitalization Ratios

As Ratios

with
Short Term Debt

Amount Ratio
(1) (2)

Amount
(3)

$000

36.27 3,868,252
0.00 0

59.52 6,347,0M
4.22 0

35.25 4,038,776
0.00 0

56.34 6,455,301
8.41 0

Without
Short Term DebtLine

No. As of

1

2
3
4
t
b

13
14
15
16
17
18

November 30, 2015
Common Equity (a)

Preferred Stock
Long-Term Debt
Short-Term Debt (b)

Total

November30,2016
Common Equity (a)

Prefered Stock
Long-Term Debt
Short-Term Debt (b)

Total

November 30, 2017
Common Equity (a)

Preferred Stock
Long-Term Debt
Short-Term Debt (b)

Total

November 30, 2018
Common Equity (a)

Prefened Stock
Long-Term Debt
Short-Term Debt (b)

Total

November 30, 2019
Common Equity (a)

Prefened Stock
Long-Term Debt
Short-Term Debt (b)

Total

December 31 , 2020 - Projected
Common Equity (a)
Prefened Stock
Long-Term Debt
Short-Term Debt (b)

Total

December 31,2021 - Projected
Common Equity (a)

Prefened Stock
Long-Term Debt
Short-Term Debt (b)

Total

16dr6'lf.,j5.,sr 
-T00m

$000

3,868,252
0

6,347,044
448,767

10,664,063

4,038,776
0

6,455,301
963,554

11,457,631

4,452,302
0

7,802,440
I ,168,657

13,423,400

Ratio
(4)

Yo

37.87
0.00

62.13
0.00

7
8
9
10
11

12 100.66'

33.17
0.00

s8.13
8.71

1dtu-d-

37.54
5.85

47.53
9.09

'T6ooo'

37.04
5.19

46.35
11.42

-Tddtro'

10,494,077

4,452,302
0

7,8Q2,440
0

12

5,643,582
879,880

7,145,820
0

13"6-5'576'.

6,280,826
879,749

7,859,601
0

@

38.49
0.00

61.51
0.00

-Td63b','

36.33
0.00

63.67
0.00

100.00

41.29
6.43

52.28
0.00

5,643,582
879,880

7,145,820
1,365,241

15,034,522

6,280,826
879,749

7,859,601
1,937,109

16,957,286

NA
NA
NA
NA

0
U

0
0

NA
NA
NA
NA

19
20
21

22
23
24

25
26
27
28
29
30

31

32
33
34
35
36

37
38
?o

40
41

42

100.00

41.82
5.85

52.33
0.00

100.00

NA
NA
NA
NA

-o- 

--j-:dd'

n 0.00

0.00

NA
NA
NA
NA-Tod

(a) Excluding Accumulated Other Comprehensive Income ("OCl") from the equity account, if any.
(b) Represent 12 month average



COLUMBIA GAS OF PENNSYLVANIA, INC.
INTEREST COVERAGES

Twelve Months Twelve Months
Ended

November 30
2016
(1)

125,563,179
37,549,639

88,013,540

29,687,254

4.23

2.96

Ended
November 30

2017
(2)

134,162,223
37,244,264

96,917,959

33,318,203

4.03

2.91

Twelve Months
Ended

November 30
2018
(3)

149,762,478
26,185,537

123,576,941

35,402,475

4.23

3.49

Exhibit No.401
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Witness: P. R. Moul

Twelve Months
Ended

November 30
2019
(4)

166,684,001
22,200,487

144,483,514

39,986,576

4.17

3.61

Line
No.

1

2

3

4

c

Descriotion

lncome Before lnterest and Taxes
Less: Income Taxes

lncome Before Interest

Interest Expense

SFAS 96

Pre Tax Coverage (times) 1/

Post Tax Coverage (times) 2/

PreTax=Line1/4

PostTax=Line3/4

6

7

1l

2t



Line
No.

NiSource. Inc.
INTEREST COVERAGES

Twelve Months Twelve Months
Ended Ended

November30 November30
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Witness: P. R. Moul

Twelve Months Twelve Months
Ended Ended

November30 November30
2018 2019
(3) (4)

191,873,519 1,261,766,888
121,402,481 46,883,129

70,471,038 1,214,883,759

353,836,471 377,847,712

1

2

3

4

5

Description

Income Before Interest and Taxes
Less: lncome Taxes

Income Before Interest

Interest Expense

SFAS 96

Pre Tax Coverage (times) 1/

Post Tax Coverage (times) 2/

PreTax=Line1/4

PostTax=Line3i4

843,167,959 779,297,059
192,337,688 154,849,297

650,830,272 624,447,762

350,779,425 351,572,447

2016
(1)

2.40

1.86

2017
(2)

2.22

1.78

0.54

0.20

3.34

3.22

6

7

1t

2l
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COLUMBIA GAS OF PENNSYLVANIA. INC.
qr.Sg II. RATE OF RETURN

A. ALL UTILITIES

Provide latest quarterly financial report (Company and Parent).

Response:

Columbia Gas of Pennsylvania, Inc. does not publish quarterly financial reports.

Attached is NiSource Inc.'s September 30, 2019 Form to-Q.
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UNITED STATf,S

SECURITIES AND EXCHA\GE COMMISSION
Washington, D.C.20549

FORM 10-Q

QUARTERLY REPORT PURSUA}IT TO SECTION 13 OR I5(d)
OF TIIE SECURITIES EXCIIANGE ACT OF 1934

For the quarterly period ended September 30, 2019

or

I TR{NSITION REPORT PURSUAI\T To sEcTIoN 13 oR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934

For the transitiotr period from- to 

-
Comission lile nmber .@.!:!5.1E9

NiSource Inc.
(Exact name ofregistrant as specified in its charter)

35-2108964

(l.R.S. Employer
Idmtification No.)

46410

(State or otherjurisdiction of
incorporation or orgmization)

801 East 86th Avenue

Menillville, Indiana

(Address ofprincipal executive offices) (Zip Code)

(877)_647-s9n
(Registrmf s tel€phone nmber, including rca code)

Secwities registered pu$uant to Section l2O) ofthe Act:

Trading Name of Each Exchange on Whi€h
Title ofEach Class Symbol(s) Registered

Comon Stock, pr value $0.01 per shre NI New York Stock Exchmge

Depositary Shtres, each representing a 1/1,000th omenhip interest in a shne of6.50% Series B

Fixed-Rate Reset Cumulative Redeemable Perpetual Prefened Stock, pu value $0.01 per share, liquidation preference NI pR B New york Stock Exchmee
$25,000 per share and a l/1,000th ownenhip interest in a shre of Series B-l Prefened Stock, par value $0.01 per

share, liquidation prefermce $0.01 per shue

Indicatebycheckmrkwhethertheregistrant:(l)hasfledallIeportsrequiredtobefledbySectionl3orl5(d)oftheSectiesExchangeA
such shorter period that the regisbmt wm required to file such reports), and (2) has been subject !o such filing requirements for the past 90 days.

YesE NoD

IndicatebycheckmrkwhethertheregiSh-anthassubmittedelectronicallyeverIntemctiveDataFilerequiredtobesub
during the preceding 12 months (or for such shorter period that the registrant wm required to submit such files.)

YesEI NoD

IndicatebycheckmrkwhetheItheregistrmtisaltgeaccelemtedfler,maccelentedfler,anon.accelemtedfler,asmallerreportingcompany,ormemerginggrowth
definitions of "large accelaated filer," "accelemted fi1a," "smaller reporting compmy," md "emerging groMh compmy" in Rule l2b-2 of the Exchmge Act.

Luge accelerated filer O Acceleratecl filer D Emerging growth compmy ! Non-accelerated liler 0 Smaller reporting company n

If au emerging grorth compmy, indicate by check muk if the registrmt hru elected not to use the extended trmition period for complying with my new or revised finncial accouting

stmdrds provided pmumt to Section l3(a) of the Exchmge Acl !

Indicate by check milk whether the registrmt is a shell compmy (as defined in Rule l2b-2 ofthe Exchange Act).

Yes E No

Indicatethenumberofshiesoutstmdingofeachoftheissuer,sclcsesofcomonstock,mofthelatestpracticabledale:ComonStocl$0.0lPrValue:373,542'659shues
Qctober 22,2019.
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NISOURCE INC.
FORM TO.Q QUARTERLY REPORT

FOR THE QUARTER ENDEDSEPTEMBER 30,2019

Table of Contents
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DEFINED TER]T'IS

The following is a list of frequently used abbreviations or acronyms that are found in this report:
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Page 4 of 69

Wtness: P.R. Moul

Columbia Gas of Kentucky, Inc.

Columbia Gas of Maryland, Inc.

Bay State Gas Company

Columbia Gas of Ohio, lnc.

Columbia Gas of Pennsylvania, Inc.

Columbia Gas of Virginia, Inc.

Northem Indiana Public Service Comoanv LLC

NiSource Inc.

Affordable Clean Energy

Allowance for funds used during construction

Accelerated Main Replacement Progmm

Accumulated Other Comprehensive Income (Loss)

Accounting Standards Codifi cation

Accounting Standards Update

At-the-market

Build-transfer agreement

Coal Combustion Residuals

Capital Expenditure Program

Comprehensive Environmental Response Compensation and Liability Act (also known as

Superfund)

Clean Power Plan

Department of Public Utilities

Effl uent limitations guidelines

United States Environmental Protection Agency

Eamings per share

Fuel adjustrnent clause

Financial Accounting Standards Board

Federal Energy Regulatory Commission

Federally Mandated Cost Adjustrnent

Generally Accepted Accounting Principles

Cas cost adjustment

Gas cost recovery

Greenhouse gases

Gas System Enhancement Program

Gigawatt hours

Infrastructure Replacement Program

Infonnation technology

Indiana Utility Regulatory Commission

London InterBank Offered Rate

Manufactured Gas Plant

Midcontinent Independent System Operator

NiSource Subsidiaries. Affiliates and Former Subsidiaries

Columbia of Kentucky

Columbia of Maryland

Columbia of Massachusetts

Columbia of Ohio

Columbia of Pennsylvania

Columbia of Virginia

NIPSCO

NiSource ("we," "us" or "our")

Abbreviations and Other

ACE

AFUDC

AMRP

AOCI

ASC

ASU

ATM
BTA

CCRs

CEP

CERCLA

CPP

DPU

ELG

EPA

EPS

FAC

FASB

FERC

FMCA

GAAP

GCA

GCR

GHG

GSEP

GWh

IRP

IT
IURC

LIBOR

MGP

MISO



MMDth

MW
NTSB

Im\,{EX
OPEB

PHMSA

PPA

PTC

RCRA

RFP

ROU

SAVE

SEC

STRIDE

TCJA

TDSIC

WCE
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DEFINED TERMS

Million dekatherms

Megawatts

National Transportation Safety Board

New York Mercantile Exchange

Other Postretirement Benefi ts

Pipeline and Hazardous Materials Safety Administration

Purchase power agreement

Production tax credit

Resource Conservation and Recovery Act

Request for proposals

Right ofuse

Steps to Advance Virginia's Energy Plan

Securities and Exchange Commission

Strategic Infrastructure Development Enhancement

An Act to provide for reconciliation pursuant to titles II and V ofthe concunent resolution
on the budget for fiscal year 2018 (commonly known as the Tax Cuts and Jobs Act of20l7)
Transmission, Distribution and Storage System Improvement Charge

Whiting Clean Energy

Note regarding fo rward-looking state ments
This Quarterly Report on Form I 0-Q contains "forwardlooking statements" within the meaning of Section 27A of the Securities Act of 1933, as amended and

Section 2l E of the Securities Exchange Act of I 934, as amended (the "Exchange Act"). Investors and prospective investors should understand that many factors
govem whether any forwardJooking statement contained herein will be or can be realized. Any one of those factors could cause actual results to differ materially
from those projected. These forwardJooking statements include, but are not limited to, statements conceming NiSource's plans, strategies, objectives, expected
performance, expenditures, recovery ofexpenditures through rates, stated on either a consolidated or segment basis, and any and all underlying assumptions and

other statements that are other than statements of historical fact. All forward-looking statements are based on assumptions that management believes to be
reasonable; however, there can be no assurance that actual results will not differ materially.

Factors that could causs actual results to differ materially from the projections, forecasts, estimates and expectations discussed in this Quarterly Repod on Form
lO-Q include, among other things, our debt obligations; any changes to the credit rating ofour or certain ofour subsidiaries; our ability to execute our growth
strategy; changes in general economic, capital and commodity market conditions; pension funding obligations; economic regulation and the impact ofregulatory
rate reviews; our ability to obtain expected financial or regulatory outcomes; our ability to adapt to, and manage costs related to, advances in technology; any
changes in our assumptions regarding the financial implications of the Greater Lawrence Incident; potential incidents and other operating risks associated with our
business; our ability to obtain sufficient insurance coverage; the outcome oflegal and regulatory proceedings, investigations, incidents, claims and litigation; any
damage to our reputation, including in connection with the Greater Lawrence lncident; compliance with environmental laws and the costs of associated liabilities;
fluctuations in demand from residential and commercial customers; economic conditions of certain industries; the success of NIPSCO's electric generation
strategy; the price of energy commodities and related transportation costs; the reliability of customers and suppliers to fulfill their payment and contractual
obligations; potential impairments of goodwill or dehnitelived intangible assets; changes in taxation and accounting principles; the impact of an aging
infrastructure; the impact of climate change; potential cyber-attacks; construction risks and natural gas costs and supply risks; extreme weather conditions; the
attraction and retention of a qualified workforce; the ability ofour subsidiaries to generate cash; uncertainties related to the expected benefits ofthe separation from
Columbia Pipeline Group; our ability to manage new initiatives and organizational changes; the performance of third-party suppliers and service providers; the
transition to a replacement for the LIBOR benchmark intsrest rate; and other matters in the "Risk Factors" section ofthis report and ourAnnual Report on Form
l0-K for the fiscal year ended December 31, 2018, many ofwhich risks are beyond our control. In addition, the relative contributions to profitability by each
business segment, and the assumptions underlying the forwardlooking statements relating thereto, may change over time.

All forward-looking statements are expressly qualified in their entirety by the foregoing cautionary statements. We undertake no obligation to, and expressly
disclaim any such obligation to, update or revise any forward-looking statements to reflect changed
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assumptions, the occurrence of anticipated or unanticipated events or changes to the future results over time or otherwise, except as required by law.
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ITEM 1. FINANCIAL STATEMENTS

NiSource Inc.
Condensed Statements of Consolidated Income (Loss) (unaudited)

(in millions, except per share nmounts)

PART I

Three Months Ended
September 30,

Nine Months Ended
September 30,

2019 2018 2019 2018

Operating Revenues

Customer revenues

Other revenues

891.0 $

40.5

85s.8 $

39.2

3,694.7 $

117.0

3,555. I

97.7

Total Operating Revenues

Operating Expenses

Cost ofsales (excluding depreciation and amortization)

Operation and maintenance

Depreciation and amortization

Loss (Gain) on sale of assets and impairments, net

Other taxes

931.5

196.7

393.9

182.2

(0.2)

67.9

89s.0

222.0

780.8

148.5

0.7

58.9

3,811.7

1,130.5

995.5

535.2

(0.1)

221.9

3,6s2.8

1,259.7

r,548.5

437.8

0.4

203.3

Total Operating Expenses 840.5 t,210.9 2,883.0 3,449.7

Operating Income (Loss) 91.0 (315.e) 928.7 203.1

Other Income @eductions)
Interest expense, net

Other, net

Loss on early extinguishment oflong-term debt

(es.e)

1.3

(83.4)

(r.7)

(33.0)

(28s.O

0.3

Q6s.2)
42.4

(45.5)

Total Other Deductions. Nct (e4.6) (1 18.1) (28s.3) (268.3)

Income (Loss) before Income Taxes

Income Taxes

(3.6)

(10.2)

(434.0)

(e4.s)

643.4

t21.0

(6s.2)

(26.3)

Net Income (Loss) (339.5) (38.e)

Prefened dividends (13.8) (s.6) (4r,4) (6.e)

Net Income (Loss) Available to Common Shareholders Q.2) (34s.1) 481.0 (45.8)

Earnings (Loss) Per Share

Basic Earnings (Loss) Per Share

Diluted Eamings (Loss) Per Share

$ (0.02) $

$ (0.02) $

(0.e5) $

(0.e5) $

1.29 $

1.28 $

(0.1 3)

(0. r 3)

Basic Average Common Shares Outstanding

Diluted Average Common Shares

374.1

374.1

363.9

363.9

373.8

375.2

352.1

352.1

The accompmying Notes to Condensed Consolidated Financial Statements (uaudiled) ile m integral part ofthese statements.

1
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ITEM 1. FINANCIAL STATEMENTS (continued)

NiSource Inc.
Condensed Statements of Consolidated Comprehensive Income (Loss) (unaudited)

(in millions, net of taxes)

Three Months Ended
September 30,

Nine Months Ended
September 30,

2019 2018 2019 2018

Net Income (Loss)

Other comprehensive income (loss):

Net unrealized gain (loss) on available-for-sale securitieil)

Net unrealized gain (loss) on cash flow hedgeJ2)

Unrecognized pension and OPEB benefi(3)

6.6 $ (33e.s)$ s22.4 $ (38.9)

0.7

(s0.6)

0.4

0.1

22.5

0.8

5.6

(100.4)

1,7

(2.3)

56.5

1.2

Total other comprehensive income (loss) (4e.s) 23.4 (e3.1) 55.4

Comprehensive Income (Loss) (42.9) $ (316.1) $ 429.3 $ 16.5

(l)Netunrealizedgain(loss)onavailable.for.salesecurities,netof$0.1millionand

$0.6 million tax benefit for the nine months ended 2019 and 2018, respectively.
(2)Netunrealizedgain(loss)oncashfowhedges,netofSl6.7milliontaxbeneftand$7.5nilliontaxexpenseinthethirdquaeIof20l9
benefit md $ I 8.7 million tu expense for the nine months ended 201 9 and 20 I 8, respectiyely.
(3)Unrecognized pension md OPEB beneft, net of $0.1 million and zero tu expense in the third quarter of 2019 md 2018, ud $0.6 million md $0.2 million tax expense for the nine months
ended 2019 md 2018, respectively.

The accompanying Notes to Condensed Consolidated Financial Statements (unaudiled) are an integml part ofthese statements.
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ITEM 1. FINANCIAL STATEMENTS (continued)

NiSource Inc.
Condensed Consolidated Balance Sheets (unaudited)

6n millions)
September 30,

2019
December 31,

2018

ASSETS

Property, Plant and Equipment

Utility plant

Accumulated depreciation and amortization

24,026.r $

Q,s63.2)

22,780.8

Q,2s7.9)
Net utility plant 16,462.9 15,522.9

Other property, at cost, less accumulated depreciation 18.0 19.6

Net Property, Plant and Equipment 16,480.9 15,542.5

lnvestments and Other Assets

Unconsolidated affi liates

Other invesfinents

a1

2t7.5

2.1

204.0

Total Investments and Other Assets 219.7 206.1

Current Assets

Cash and cash equivalents

Restricted cash

Accounts receivable (less reserve of$15.1 and $21.1, respectively)

Gas inventory

Materials and supplies, at average cost

Electric production fuel, at average cost

Exchange gas receivable

Regulatory assets

Prepayments and other

28.0

9.0

539.3

294.9

I 15.1

38.7

30.3

237.6

85.4

112.8

8.3

1,058.5

286.8

101.0

34.7

88.4

23s.4

129.5

Total Current Assets r378.3 2,055.4

Other Assets

Regulatory assets

Goodwill

Intangible assets, net

Deferred charges and other

1,993.2

1,690,7

212,5

157.0

2,002.1

t,690.7

220.7

86.5

Total Other Assets 4,053.4 4,000.0

Total Assets 22,132.3 $ 2l,804.0

The accompmying Notes to Condensed Consolidated Finmcial Statements (unaudited) tre m integml part ofthese statements.
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ITEM 1. FINANCIAL STATEMENTS (continued)

NiSource Inc.
Condensed Consolidated Balance Sheets (unaudited) (continued)

(in millions, except shdre amo'Mts)
September 30,

2019
December 3 l,

201 8

CAPITALIZATION AND LIABILITIES
Capitalization

't::T:Tf:;:itj'ro.o, oa. varue, 600,000,000 shares aurhorized; 373,446,862and 372,363,656 shares

outstanding, respectively $

Preferred stock - $0.01 par value, 20,000,000 shares authorized; 440,000 and 420,000 shares outstanding,
respectively

Treasury stock

Additional paid-in capital

Retained deficit

Accumulated other comorehensive loss

3.8 $

880.0

(ee.e)

6,426.5

(1,231.6)

(r30.3)

3.8

880.0

(ee.e)

6,403.5

(1,3ee.3)

(37.2)

Total Stockholders' Equity

Long-term debt, excluding amounts due within one year

5,848.5

7,853.8

s7500
'7 105 4

Total Caoitalization 13,702.3 12,856.3

Current Liabilities

Current portion oflong-term debt

Short-term bonowings

Accounts payable

Dividends payable - common stock

Dividends payable - prefened stock

Customer deposits and credits

Tares accrued

Interest accrued

Exchange gas payable

Regulatory liabilities

Legal and environmental

Accrued compensation and employee benefits

Claims accrued

Other accruals

10.9

1,615.1

494.9

74.7

t9.4

242.8

157.8

95.6

54.8

103.0

20.0

145.7

184.3

120.7

50.0

r,97',7.2

883.8

238.9

222.7

90.7

85.5

140.9

18.9

149.7

114.7

63.8

Total Cunent Liabilities 3,339.7 4,036.8

Other Liabilities
Risk management liabilities

Defened income taxes

Defened investment tax credits

Accrued insurance liabilities

Accrued liability for postretirement and postemployment benefits

Regulatory liabilities

Asset retirement obligations

Other noncurrent liabilities

125.0

L,466.6

10.1

85.3

365.5

2,440.0

373.1

224.7

46.7

1,330.5

11.2

84.4

389.1

2,5t9.1

352.0

177.9

Total Other Liabilities 5,090.3 4,910.9

Commitments and Contingencies (Refer to Note 16, "Other Commitments and Contingencies")

Total Capitalization and Liabilities 22,t32.3 $ 2l,804.0

The accompmying Notes to Condensed Consolidated Finmcial Statements (unaudited) ile an integral part ofthese statements

l0



Exhibit No. 402
Page 12 of69

Wtness: P.R. Moul

Table of Contents

ITEM l. FINANCIAL STATEMENTS (continued)

NiSource Inc.
Condensed Statements of Consolidated Cash Flows (unaudited)

Nine Months Ended September 30, (in millions) 2019

Operating Activities

Net Income (Loss)

Adjustments to Reconcile Net Income (Loss) to Net Cash from Operating Activities:

Loss on early extinguishment ofdebt

Depreciation and amortization

Deferred income taxes and investment tax credits

Other adjustments

Changes in Assets and Liabilities:

Components of working capital

Regulatory assets/liabilities

Deferred charges and other noncurrent assets

Other noncurrent liabilities

522.4 $

53s.2

120.4

18.8

146.8

(70.0)

Q6.4)

34,6

(38.e)

45.5

437.8

Q6.4)
15.6

442.9

61.3

0.8

(r r.4)

Net Cash Flows from Operating Activities 1,231.8 927.2

Investing Activities

Capital expenditures

Cost of removal

Purchases of available-for-sale securities

Sales of available-for-sale securities

Other investing activities

(1"310.0)

(84.s)

(r04.0)

104.1

0.6

(1,296.6)

(72.6)

(7r.4)

58.5

5.6

Net Cash Flows used for Investing Activities (1,393.8) (l,376.5)

Financing Activities

Issuance of long-term debt

Repayments oflong-term debt and finance lease obligations

Premiums and other debt related costs

Issuance of short-term debt (maturity > 90 days)

Repayment ofshort-term debt (mahrity > 90 days)

Change in short-term bonowings, net (maturity < 90 days)

Issuance ofcommon stock, net ofissuance costs

Issuance ofprefened stock, net ofissuance costs

Acquisition of treasury stock

Dividends paid - common stock

Dividends paid - preferred stock

750.0

(48.s)

(11.e)

600.0

(ss0.0)

(4r2.r)

10.9

(22;
(36.7)

350.0

(1,044.0)

(46.1)

600.0

(re4.6)

6l1.6

394.3

(4.0)

(202.s)

Net Cash Flows from Financing Activities 77.9 464.7

Change in casb, cash equivalents and restricted cash

Cash, cash equivalents and restricted cash at beginning ofperiod

(84.r)

tzt.l
15.4

38.4

Cash, Cash Equivalents and Restricted Cash at End ofPeriod 37.0 $ 53.8

Supplemental Disclosures of Cash Flow Information

Nine Months Ended September 30, (in millions) 2018

Non-cash transactions:

Capital expenditures included in cunent liabilities

Dividends declared but not paid

Reclassification of other property to regulatory assets

Assets recorded for asset retirement oblieations

187.1

94.r

12.8

t6'1.5

82.4

245.3

74.7

The accompmying Notes to Condensed Consolidated Financial Statements (unaudited) are an integral part of these statements.

ll
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ITEM 1. FINANCIAL STATEMENTS (continued)

NiSource Inc.
Condensed Statements of Consolidated Equity (unaudited)
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Accumulated
Other

Comprehensiv€
Loss(in nillions)

Common
Stock

Preferred
Stock(r)

Treasury
Stock

Additional
Paid-In
Capital

Retained
Deficit Total

Balance as ofJuly 1,2019 3.8 $ 880.0 $ (e9.e) $ 6,417.1 $ (1,144.0) $ (80.8) $ s,976.2

Comprehensive Loss:

Net income

Other comprehensive loss, net oftu
Dividends:

Comon stock ($0.20 per share)

Prefened stock (See Note 5)

Stock issumces:

Employee strck purchase plm

Long-term incentive plm

401(k) and profit sbaring

6.6

(74.8)

(19.4)

(4e.5)

6.6

(4e.5)

(74.8)

(1e.4)

1.5

J-O

4.3

1.5

3.6

4.3

Balanc€ as of September 30, 2019 3.8 $ 880.0 $ (99.9) $ 6,426.5 $ (1,231.6) $ (130.3) $ s,848.s

(r)Series A and Series B shares have an aggegate liquidation preference of$400M md $500M, respectively. See Note 5, "Equity" for additional infomation.

(in milliorc)
Common

Stock
Preferred

Stock(r)

Accumulated
Additional Other

Treasury Paid-In Retained Comprehensive
Stock Capital Deficit Loss Total

Balance as ofJanuary 1,2019 3.8 $ 880.0 $ (ee.e) $ $ (1J993) S (37.2) $6,403.5 5,750.9

Comprehensive Income:

Net income

Othe! comprehmsive loss, net of til
Dividends:

Comon stock ($0.80 per shre)

Prefened stock (See Note 5)

Stock issuances:

Employee stmk pwchase plm

Long-tem incentive plan

401(k) md proht sharing

4.2

5.7

l3.l

522.4

(2e8.6)

(56. l)

(e3.1)

522.4

(e3.1)

(298.6)

(56.1)

4.2

5;7

13. I

Balance as ofSeptember 30, 2019 3.8 $ 880.0 $ (ee.e) $ 6,426.s $ (1,231.6) $ (1303) $ 5,E48.s

(')Series A and Series B shares have an aggregate liquidation preference of $400M and $500M, respectiv€ly. See Note 5, "Equity" for additional infomation.

l2
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ITEM 1. FINANCIAL STATEMENTS (continued)

NiSource Inc.
Condensed Statements of Consolidated Equity (unaudited) (continued)

(in nillions)
Common Preferred

Stock Stock{r)
Treasury

Stock

Additional
Paid-In
Capital

Retained
Delicit

Accumulated
0ther

Comprehensive
Income (Loss) Total

Balance as ofJuly l,2018 394.4 (ee.e) $ 6,151.2 $ (96s.s) $ (20.e) $ s,463.0

Comprehensive loss:

Net loss

Other comprehmsive income, net of lax

Dividends:

Comon stock ($0.195 oer shue)

Prefened stock (See Note 5)

JtocK lssumces:

Prefened stock

Emproyee srocK Purcnase plan

Long-tem incentive plm

. 40 1 (k) md profit shring

1.5

5.0

(0.5)

_

(33e.5)

(70.e)

(l 1.6)

(33e.5)

23.4

(70.e)

(1 1.6)

(0.s)

.1.5

5.0

Balance as ofSeptember 30,2018 3.7 $ 393.9 $ (e9.e) $ 6,161.0 $ (1J87.s) $ t< $ 5,073.7

(r)Series A shaes have an aggregate liquidation preference of$400M. See Note 5, "Equity" for additional infomation.

(in nillions)
Common

Stock
Preferred

Stock(r)

Additional
Treasury Paid-In

Stock Capital

Accumulated
other

Retained Comprehensive
Deficit Income (Loss)

Balance ss ofJanuary 1,2018 3.4 $ (es.e) $ 5,529.1 $ (1,073.1) $ (43.4) $ 4J20.1

Comprehensive income:

Net loss

uther comDrehenslve lncome. net ot tax

Dividends:

Comon stock ($0.78 oer shue)

Prefened stock (See Note 5)

I reasury stocK acqu[eo

Cumulative effect of change in accounting principle

Stock lssuances:

Comon stock - private placement

rretered stocl(

Employee stock purchase plan

Lons-tm incentive DIm

401(k) and profit shring

0.3

393.9

/4 ()l

(38.e)

(273.4)

(l 1.6)

9.)

(38.e)

{s 4

(273.4\

(l 1.6)

(4.0)

599.6

3s3:s

4.2

ils

t6.g

599.3

4.2

I 1.5

16.9

Balance as ofSeptember 30, 2018 3.7 $ 393.9 $ (99.9) $ 6,161.0 $ (1387.s) $ t< $ 5,073.7
(r)Series A shues have m aggregate liquidation prefercnce of $400M. See Note 5, "Equity" for additional infomation.
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ITEM 1. FINANCIAL STATEMENTS (continued)

NiSource Inc.
Condensed Statements of Consolidated Equity (unaudited) (continued)

Shares /in thousands)

Preferred

Exhibit No. 402
Page 15 of69
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Common

Shares Shares Tr€asury Outstanding

Balance as ofJuly 1,2019 317,212 (3,e63) 373,249

Issued:

Employee stock purchase plm

Long-tem incentive plan

401(k) and profit sharing

5l

I

146

tl
I

t46

Balance as ofSeptember 30,2019 3774r0 (3,e63) 373,447

Preferred Common

Shares (in thorcands) Shares Shares Treasury Outstanding

Balance as ofJanuary 1,2019 376326 (3,963) 372,363

Isued:

Prefened stock

Employee stmk pruchase plan

Long-tem incentive plm

401 (k) and proht sharing

153

465

466

20

153

465

466

Balanc€ as ofSeptember 30, 2019 r77,410 (3963) 373,447

Preferred Common

Shares (in thousands) Treasury Outstsnding

Balance as ofJuly l,2018 366,E7E (3,963) 362,915

Issued:

Employee stock puchase plm

Long-tem incentive plm

401 (k) and profit shring

55

t92

55

J

t92

Balance as of September 30, 2018 400 367,r30 (3,963) 363,167

Preferred Common

Shares (in thowands) Shar€s Shares Treasury Outstanding

Balance as ofJanuary 1,2018 340,8t3 (3,797) 337,016

Treasury Stock acquired

Issued:

Colmon stock private placement

Prefened stock

Employee stmk puchase plan

Long-temr incentive plm

401ft) ud profit sharing

400

24,9U

166

499

688

(166) (166)

24,964

t66

499

688

Balance as ofSeptember 30, 2018 400 367.130 (3,e63) 363.r67
The accompanying Notes to Condensed Coreolidated Finmcial Statements (unaudited) ae m integral part ofthese statements.

14



Exhibit No.402
Page 16 of69

Witness: P.R. Moul

Table of Contents

ITEM l. FINANCIAL STATEMENTS (continued)

NiSource Inc.
Notes to Condensed Consolidated Financial Statements (unaudited)

l BasisofAccountingPresentation

Our accompanying Condensed Consolidated Financial Statements (unaudited) reflect all normal recurring adjustments that are necessary in the opinion of
management, to present fairly the results of operations in accordance with GAAP in the United States ofAmerica. The accompanying financial statements contain
our accounts and that of our majority-owned or controlled subsidiaries.

The accompanying financial statements should be read in conjunction with the consolidated financial statements and notes thereto included in ourAnnual Report
on Form l0-K for the fiscal year endedDecember 31, 2018. Income for interim periods may not be indicative ofresults for the calendar year due to weather
variations and other factors.

The Condensed Consolidated Financial Statements (unaudited) have been prepared pursuant to the rules and regulations of the SEC. Certain information and note
disclosures normally included in annual financial statements prepared in accordance with GAAP have been condensed or omitted pursuant to those rules and
regulations, although we believe that the disclosures made in this Quarterly Report on Form l0-Q are adequate to make the information herein not misleading.
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ITEM 1. FINANCIAL STATEMENTS (continued)

NiSource Inc.
Notes to Condensed Consolidated Financial Statements (unaudited) (continued)

2. RecentAccountingPronouncements

Recently Issued Accounting Pronouncements

We are currently evaluating the impact ofcertain ASUs on our Condensed Consolidated Financial Statements (unaudited) and Notes to Condensed Consolidated
Financial Statements (unaudited), which are described below:

Standard Description Effective Date
Effect on the financial statements or other

significant matters

ASU 2019-04, Codification
Improvements to Topic 326,
F i n a nc ia I I ns tru me n ts - C re d it
Losses, Topic 815, Derivatives
and Hedging, and Topic 825,
Financial Instruments

The pronouncement clarifies and improves
certain areas of guidance related to the
recently issued standards on credit losses,
hedging, and recognition and measurement.
Topics 1,2, and 5 ofthis update amends
ASU 2016-13 as it relates to accrued
interest, transfers between investrnent
classifications, expected recoveries and
reinsurance recoverables. Topic 3 improves
guidance related to fair value hedges. Topic
4 ofthis update relates to codification
improvements to ASU 2016-01.

Annual periods beginning
after December 15, 2019,
including interim periods
therein. Early adoption is
Dermitted.

We maintain investments in U.S. Treasury,
corporate and mortgage-backed debt securities,
which are pledged as collateral for trust accounts
related to our wholly-owned insurance company.
These debt securities are classified as available for
sale ("AFS"). We are working with our extemal
investment manager to enhance our curTent
impairment model for AFS debt securities to
comply with the standard. Upon adoption of ASC
326, we will recognize impairment for AFS debt
securities by implementing an allowance approach
instead of an'other than temporary'impairment
model. In addition, we have recorded balances for
trade receivables that also fall within the scope of
the standard. Based on shared risk characteristics,
we segregated our trade receivables into 'residential
customer receivables' and'non-residential customer
receivables'. We intend to apply separate models to
calculate reserves for uncollectible receivables.
While we continue to assess and enhance our
processes of recording reserves for uncollectible
receivables to comply with the current expected
credit loss model, we do not expect any significant
modifications to our cunent policy of calculating
uncollectible reserves for our'residential customer
receivables' balances. ASC 326 also prescribes
additional presentation and disclosure
requirements. We are currently reviewing the
impact ofthese requirements on our disclosures
related to credit in our Notes to Condensed
Consolidated Financial Statements (unaudited). We
are unable to reasonably estimate the quantitative
impact ofadoption on our Condensed Consolidated
Financial Statements (unaudited). We expect to
adoDt this ASU on its effective date.

ASU2016-13, Financial
Instrum ents - Cre dit Los s es

(Topic 326)

The pronouncement changes the
impairment model for most financial assets,

replacing the current "incurred loss" model.
ASU 2016-13 will require the use ofan
"expected loss" model for instruments
measured at amortized cost. It will also
require entities to record allowances for
available-for-sale securities rather than
impair the carrying amount of the
securities. Subsequent improvements to the
estimated credit losses of available-for-sale
securities will be recognized immediately in
earnings instead ofover time as they are

under historic guidance.

l6
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ITEM 1. FINANCIAL STATEMENTS (continued)

NiSource Inc.
Notes to Condensed Consolidated Financial Statements (unaudited) (continued)

Standard Effective Date
Effect on the financial statements or other

sieilficant mattersDescription

ASU 2018-14, Compensotion The pronouncement modifies the disclosure Annual periods ending after We are currently evaluating the effects ofthis

-RetirementBenefits- requirementsfordefinedbenefitpensionor December15,2020.Early pronouncementonourNotestoCondensed
Defined Benefit Plans- other postretirement benefit plans. The adoption is permitted. Consolidated Financial Statements (unaudited). We
General (Subtopic 71 5-20): guidance removes disclosures that are no
Disclosure Frametvork- longer considered cost beneficial, clarifies
Changes to the Disclosure the specific requirements ofdisclosures and
Requirementsfor Defined adds disclosure requirements identified as

expect to adopt this ASU on its effective date.

BeneJit Plans relevant. The modifications affect annual
period disclosures and must be applied on a

retrospective basis to all periods presented.

Recently Adopted Accounting Pronouncements

Standard Adoption

ASU 2019-01, Z eases (Topic See Note 15, "Leases," for our discussion of the effects of implementing these standards.

842): Codification
ImnrovPmcnt.t

ASU 2018-l I,Ieases (Topic
8 4 2) : Targetecl I mp rove men t s

ASU 2018-01, Leases (Topic
842): Land Easement Practical
Expedient for Transition to
Tonia 842

ASU 2016-02, Zeases (Topic
842)

3. Revenue Recognition

Revenue Disaggregation and Reconciliatioz. We disaggregate revenue from contracts with customers based upon reportable segment as well as by customer
class. As our revenues are primarily eamed over a period of time and we do not eam a material amount of revenues at a point in time, revenues are not
disaggregated as such below. The Gas Distribution Operations segment provides natural gas service and transportation for residential, commercial and industrial

customers in Ohio, Pennsylvania, Vrginia, Kentucky, Maryland, Indiana and Massachusetts. The Electric Operations segment provides electric service

in 20 counties in the northern oart oflndiana.

t7
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ITEM l. FINANCIAL STATEMENTS (continued)

NiSource Inc.
Notes to Condensed Consolidated Financial Statements (unaudited) (continued)

The tables below reconcile revenue disaggregation by customer class to segment revenue as well as to revenues reflected on the Condensed Statements of
Consolidated Income (Loss) (unaudited) for the three and nine months endedSeptember 30, 2019 and September 30, 2018

Three Months Ended September 30,2019
ftn millions)

Gas Distribution
Operations Electric Operations Corporate and Other Total

Customer Revenues(l)

Residential

Commercial

Industrial

Oif-system

Miscellaneous

288.3 $ 148.7 $

90.9 136.3

45.3 15 I .5

16.9

9.8 3.1

$ 437.0

227.2

196.8

16.9

lJ_l0.2

Total Customer Revenues

Other Revenues

45r.2 $

t2.4

439.6 $

28. I

0.2 $ 891.0

40.5

Total Operating Revenues 463.6 S 467.7 $ 0.2 93 1.5
(r)Customerrevenuemountsexcludeintersegmentrevenues.SeeNote l9,"BusinessSegmentlnfomation,"fordiscussionofintersegmentrevenues.

Three Months Ended September 30,2018
(in millions)

Gas Distribution
Operations Electric Operations Corporate and Other Total

Customer Revenues(1)

Residential

Commercial

Industrial

Off-system

Miscellaneous

2s7.0 $

80.9

39.0

20.4

9.2

rs4.7 $

t40.7

153.6

0.1

$

0.2

4t1.7

221.6

192.6

20.4

9.5

Total Customer Revenues

Other Revenues

406.5 S

12.1

449.1

27.1

0.2 $ 855.8

)v-z

Total Operating Revenues 418.6 $ 476.2 $ 0.2 $ 895.0
(r) Customer revenue amounts exclude intersegment revenues. See Note 19, "Business Segment Infomation," for discussion ofintemegment revenu€s.

18
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ITEM 1. FINANCIAL STATEMENTS (continued)

NiSource Inc.
Notes to Condensed Consolidated Financial Statements (unaudited) (continued)

Nine Months Ended Septembe r 30,2019
6n millions)

Gas Distribution
Operations Electric Operations Corporate and Other Total

Customer Revenues(r)

Residential

Commercial

Industrial

Off-system

Miscellaneous

1,638.6 $

s43.2

181.1

60.4

39.4

373.4 $

370.7

470.6

16.7

_s

0.6

2,0r2.0

913.9

651.7

60.4

56.7

Total Customer Revenues

Other Revenues

2,462.7 $

43.5

1,231.4 $

73.5

0.6 $ 3,694.7

117.0

Total Operating Revenues 2,506.2 $ t,304.9 $ 0.6 $ 3,81L7
(l) Customer revenue amounts exclnde intersegment revenues. See Note I 9, "Business Segment Infomation," for discussion of intersegnent revenues.

Nine Months Ended Scptember 30, 2018
fin millions)

Gas Distribution
Operations Electric Operations Corporate and Other

Customer Revenues(l)

Residential

Commercial

lndustrial

Off-system

Miscellaneous

l,540.3 $

5t6.2

161.3

63.6

36.2

382.3 $

374.2

468. I

LZ.J

$

-
0.6

t,922.6

890.4

629.4

63.6

49.1

Total Customer Revenues

Other Revenues

2,3t7.6 $

30.2

r,236.9 $

o /.)
0.6 $ 3,555.1

97;7

Total Operating Reyenues 2,347.8 $ 1,304.4 $ 0.6 $ 3,652.8
(r) Customer revenue amounts exclude intersegment revenues. See Note 19, "Business Segment Infomation," for discussion of intenegment revenues.

Customer Accounts Receivable. Accounts receivable on our Condensed Consolidated Balance Sheets (unaudited) includes both billed and unbilled amounts, as

well as certain amounts that are not related to customer revenues. Unbilled amounts of accounts receivable relate to a portion of a customer's consumption of gas

or electricity from the date of the last cycle billing through the last day ofthe month (balance sheet date). Factors taken into consideration when estimating unbilled
revenue include historical usage, customer rates and weather. The opening and closing balances ofcustomer receivables for thenine months endedSeptember 30,
2019 are presented in the table below. We had no significant contract assets or liabilities during the period. Additionally, we have not incurred any significant costs
to obtain or fulfill contracts.

Customer Accounts Customer Accounts
Receivable, Billed (less Receivable, Unbilled (less

(in millions) reserve) reserve,

Balance as ofDecember 31.2018

Balance as ofSeptember 30,2019

s40.5 $

297.1

349.1

t93.3

Increase {Decrease) Q43.4) $ (155.8)

Utility revenues are billed to customers monthly on a cycle basis. We generally expect that substantially all customer accounts receivable will be collected within
the month following customer billing, as this revenue consists primarily of monthly, tariff-based billings for service and usage. We maintain common utility credit
risk mitigation practices, including requiring deposits and actively pursuing collection ofpast due amounts. In addition, our regulated operations utilize certain
regulatory mechanisms that facilitate recovery of bad debt costs within tariff-based rates, which provides further evidence of collectibility. It is probable that
substantially all ofthe consideration to which we are entitled from customers will be collected upon satisfaction ofperformance obligations.

l9
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ITEM 1. FINANCIAL STATEMENTS (continued)

NiSource Inc.
Notes to Condensed Consolidated Financial Statements (unaudited) (continued)

4. Earnings Per Share

Basic EPS is computed by dividing net income available to cornmon shareholders by the weighted-average number of shares of common stock outstanding for the

period. The weighted-average shares outstanding for diluted EPS includes the incremental effects of the various long-term incentive compensation plans and

forward agreements when the impact would be dilutive (See Note 5 "Equity"). The computation of diluted average common shares for the three months ended

September 30,2019 and the three and nine months ended September 30,2018 is not presented since we had a net loss on the Condensed Statements of
Consolidated Income (Loss) (unaudited) during the periods, and any incremental shares would have had an anti-dilutive impact on EPS. The computation of
diluted average common shares for the nine months ended September 30,2019 is as follows:

Nine Months Ended

September 30,

(in thousands) 2019

Denominator

Basic average common shares outstanding

Dilutive potential common shares:

Shares contingently issuable under employee stock plans

Shares restricted under employee stock plans

Forward Agreements

373,796

919

141

339

Diluted Averaee Common Shares 375,195

5. Equity

Common StocLu As ofSeptember 30,2019, we had600,000,000 shares ofcommon stock authorized for issuance, ofwhich373,446,862 shares were outstanding.

ATM Program and Forward Sale Agrcements. On August 1, 2019, we amended four separate equity distribution agreements originally entered into on November
1, 2018, pursuant to which we may sell, from time to time, up to an aggregate value of $434.4 million of our common stock. The agreements expire on December
3r,2020.

On December 6, 201 8, under the ATM program, we executed a forward agreement, which allows us to issue a fixed number of shares at a price to be settled in the

future. From December 6, 2018 to December 10, 2018,4,708,098 shares were borrowed from third parties and sold by the dealer at a weighted average price
of$26.55 per share. We may settle this agreement in shares, cash, or net shares by December 6, 2019. Had we settled all the shares under the forward agreement at

September 30, 2019, we would have received approximately$123.3 million, based on a net price of$26.19 per share.

OnAugust 12,2019, under theATM program, we executed a separate forward agreement similarto that discussed above. FromAugust12,2019 to September 13,

2019, 3,714,400 shares were borrowed from third parties and sold by the dealer at a weighted average price of$29.26 per share. We may settle this agreement in
shares, cash, or net shares by December 31,2019. Had we settled all the shares under the forward agreement atSeptember 30, 2019, we would have received
approximately $ 107.6 million, based on a net price of$28.98 per share.

As ofSeptember 30, 2019, the ATM program (including impacts of the forward sale agreements discussed above) had$200.7 million of equity available for
issuance.
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ITEM 1. FINANCIAL STATEMENTS (continued)

NiSource Inc.
Notes to Condensed Consolidated Financial Statements (unaudited) (continued)

Preferred Stock As ofSeptember 30,2019, we had20,000,000 shares ofprefened stock authorized for issuance, ofwhich440,000 shares ofprefened stock in the
aggregate for all series were outstanding. The following table displays prefened dividends declared for the period by outstanding series of shares:

Three Months Ended
September 30,

Nine Months Ended
September 30, September 30, December 3 l,

2019 2018 z0t9 2018 2019 201 8

(in nillions except Liquidation
shares and per ihare Preference Per
amountd Share Shares Dividends Declared Per Share Outstanding

5.650% Series A $

6.500% Series B $

1,000.00 400,000 $

25.000.00 20.000 $

28.25 S

406.25 $

28.88 $

-$
56.50 $

1,674.6s S

28.88 $

-$

393.9 $

486.1 $

393.9

486.1

In addition,20,000 shares ofSeries B-1 Preferred Stock, par value$0.01 per share, were issued as a distribution with respect to the Series B Prefened Stock in
order to enhance the voting rights ofthe Series B Prefened Stock to comply with the New York Stock Exchange's minimum voting rights policy. Holders of Series
B-1 Preferred Stock are not entitled to receive dividend payments and have no conversion rights. The Series B-1 Preferred Stock is paired with the Series B
Preferred Stock and may not be transferred, redeemed or repurchased except in connection with the simultaneous transfer, redemption or repurchase of the
underlying Series B Prefened Stock.

6. Regulatory Matters

Cost Recovery and Trackers

Comparability of our line item operating results is impacted by regulatory trackers that allow for the recovery in rates of certain costs such as those described
below. Increases in the expenses that are the subject of trackers generally result in a conesponding increase in operating revenues and therefore have essentially no
impact on total operating income results.

Certain costs ofour operating companies are significant, recurring in nature and generally outside the control ofthe operating companies. Some states allow the
recovery of such costs through cost tracking mechanisms. Such tracking mechanisms allow for abbreviated regulatory proceedings in order for the operating
companies to implement charges and recover appropriate costs. Tracking mechanisms allow for more timely recovery of such costs as compared with more
traditional cost recovery mechanisms. Examples of such mechanisms include GCR adjustment mechanisms, tax riders, bad debt recovery mechanisms, energy
efficiency programs, MISO non-fuel costs and revenues, resource capacity charges, federally-mandated costs and environmental-related costs.

Aportion ofthe Gas Distribution revenue is related to the recovery ofgas costs, the review and recovery ofwhich occurs through standard regulatory proceedings.

All states in our operating area require periodic review ofactual gas procurement activity to determine prudence and to permit the recovery ofprudently incuned
costs related to the supply of gas for customers. Our distribution companies have historically been found prudent in the procurement of gas supplies to serve

customers.

A portion ofthe Electric Operations revenue is related to the recovery offuel costs to generate power and the fuel costs related to purchased power. These costs are

recovered tbrough a FAC, a quarterly regulatory proceeding in Indiana.

Infrastructure Replacement and Federallv-Mandated Comoliance Prosrams

All of our operating utility companies have completed rate proceedings involving infrastructue replacement or enhancement, and have embarked upon initiatives
to replace significant portions oftheir operating systems that are nearing the end oftheir useful lives. Each company's approach to cost recovery is unique, given
the different laws, regulations and precedent that exist in eachjurisdiction.
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ITEM 1. FINANCIAL STATEMENTS (continued)

NiSource Inc.
Notes to Condensed Consolidated Financial Statements (unaudited) (continued)

The following table describes the most recent vintage ofour regulatory programs to recover infrastructure replacement and other federally-mandated compliance
investments currently in rates and those pending commission approval:

(in millions)

Compmy Progrm
lncremental

Revenue Status
Rates

Effective

lncremental
Capital Investment

Investment Period Filed

Columbia of Ohio

Columbia of Ohio

Columbia of Ohio

NIPSCO - Gm

NIPSCO - Gas

NIPSCO - Gas

NIPSCO - Gm

Columbia of Mrusachusetts

Columbia of Virginia

Columbia of Virginia

Columbia ofKentucky

Columbia ofKentucky

Columbia of Maryland

NIPSCO - Electric

MPSCO - Electric

NIPSCO - Electric

NIPSCO - Electric

IRI' _ 2019(r)

cEP - 2018

cEP - 2019

TDSIC 9OX"

TDSIC IOO)

FMCA 1(4)

FMCA 2(4)

csEP - 20190)

sA\iE - 2019

SAVE.2O2O

AMRP - 2OI9

AMRP - 2O2O

STRIDE - 2019

TDSIC - 5'I)

TDSIC - 6

FMCA- ll(4)

FMCA - t?6)

r99.6 yt8-t2/t8

659.9 1/tt-12/L7

t2t.'t tlt8-t2/t8

54.4 1^8-6/18

12.4 7^84/t9

1.s 11lt't-9118

1.8 10/18-3/r9

64.0 1il9-r2/t9

36.0 tlt9-t2/t9
48.3 1t20-12/20

30.1 Ut9-12/t9

40.4 ll20-t2120

t5.9 Vt9-t2/t9

58.8 6/18-ll/18

13r.t t2/r8-6/19

22.4 9ll8-2/t9

4.7 3^9-8/19

May 2019

December 201 E

September 2019

Jmuary 2019

Novenrber 2019

April 2019

October 2019

May 2019

January 2019

Jmuary 2020

January 2019

Jntary 2020

January 2019

June 2019

January 2020

August 2019

February 2020

18.2

74.5

15.0

(10.6)

1.6

9.9

(3.5)

10.7

2.4

3.8

4.2

1.2

15.9

28. I

0.9

1.6

APProved
February 28,2019 April 24,2019

APProved
December l, 2017 November 28, 2018

Approved
February 28,2019 August 28,2019

Approved
August 28, 2018 December 27, 2018

Approved
June 25,2019 October 16,2019

Approved
Novcrnber 30, 201 8 March 27, 2019

Approved September 25,
May29,2019 2019

Approved
October 31,2018 April 30,2019

Approved
August 17,2018 October 26,2018

Aupst 15, 2019 Order Expected Q4 2019

Approved
October 15, 2018 December 5, 2018

Order Expected

October 15,2019 Q4 2019

Approved
November l, 201 8 December 12, 201 8

Approved
Intary 29,2019 Jue 12,2019

August 2 I, 201 9 Order Expected Q4 20 I 9

Approved
April 17, 2019 luly 29, 2019

Order Expected Jmuary
october 18,2019 2020

(r)Incremental revenue is net ofamounts due back to customes as a result ofthe TCJA.
{z{ncremental revenue is net of55.2 million ofadjustments in the TDSIC-9 settlement.
{r)Incremental capital and revenue are net ofamouts included in the step 2 base mte implementation.
(a)Incremental revenue is inclusive oftracker eligible opemtions md maintenance expense.
(5)Incremental capital investment anticipated to be lower thm $64.0 million for 2019.
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ITEM l. FINANCIAL STATEMENTS (continued)

NiSource Inc.
Notes to Condensed Consolidated Financial Statements (unaudited) (continued)

Rate Case Actions

The following table describes current rate case actions as applicable in each ofourjurisdictions net oftracker impacts:

(in millions)

Compmy

Approved or
Requested Settled

Incremental Incremental
Revenue Revenue

Rates
Effective

NIPSCO - C6(,)

Columbia of Virginiatut

NIPSCO - Electricot

Columbia of Marylmd

21.4 $ (45.0)

$ 2.5 In Process

Approved
September 27, 201 7 September I 9, 201 8

Approved
Augut 28, 2018 June 12, 2019

Partial settlement fi Ied
April 26,2019,
Order expected

october3l,20l8 Q42019

Order Expected
rl/.ay 22,2019 Q42019

$ 138.1 $

s 14.2 $

t07.3

1.3

October 2018

February 2019

First quarter of2020

January 2020

(l)Rateswillbeimp[ementedinthreesteps,withimplementationofsteplrateseffectiVeoctoberl'20l8.Step2mteswere

January l, 2020. The IURC's order also dismissed NIPSCO fiom phase 2 ofthe IURC'S TCJA investigation.
(2)RatesmoriginallyfledwereimplementedinFebrar20l9onminterimbasis,subjecttorefnd.Thefnalapprovedntes,whichrep
0)Anorderonthepartialseflementagreement,includingtheresolutionofoutstandingTCJAimpactstoratesiscunentlynding

agreement also includes $83.6 million md $85.3 million, respectively, ofreductions to the fuel component ofbse rates related to a proposed chmge in sewice structure.

Additional Rezulatorv Matters

NIPSCO Electric. On March 29, 2018, WCE, which is currently owned by BP p.l.c ("BP") and BP Products North America, which operates the BP Refinery
filed a petition at the IURC asking that the combined operations of WCE and BP be treated as a single premise, and the WCE generation be dedicated primarily to

BP Refinery operations beginning in May 2019 as WCE has self-certified as a qualifring facility at FERC. BP Refinery planned to continue to purchase electric
service from NIPSCO at a reduced demand level beginning in May 2019; however, a settlement agreement was filed on November 2, 2018 agreeing that BP and

WCE would not move forward with construction of a private transmission line to serve BP until conclusion of NIPSCO's pending electric rate case. The IURC
approved the settlement agreement as filed on February 20, 2019.

?. Risk Management Activities

We are exposed to certain risks relat;ng to our ongoing business operations, namely commodity price risk and interest rate risk. We recognize that the prudent and

selective use ofderivatives may help to lower our cost ofdebt capital, manage our interest rate exposure and limit volatility in the price ofnatural gas.
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Risk management assets and liabilities on our derivatives are presented on the Condensed Consolidated Balance Sheets (unaudited) as shown below:

(in nillions) September 30, 2019 December 3 l, 2018

Risk Management Assets - Currendr)

Interest rate risk programs

Commodity price risk programs

$

1.0 t.l
Total 1.0 $ 1.1

Risk Management Assets - Noncurrent'2)

Interest rate risk prognms

Commodity price risk programs

$

4.3

18.5

4.4

Total 4.3 $ 22.9

Risk Management Liabilities - Curren(:)

Interest rate risk programs

Commodity price risk programs

46.4 $

r0.7 5.0

Total 57.1 5.0

Risk Management Liabilities - Noncurrent

Interest rate risk programs

Commodity price risk programs

78.1

46.9

9.5

Jt.z

Total 125.0 $ 46.7

-Pt.*"t"d t" "Prepry*
(2)Presented in "Defened chuges md other" on the Condensed Consolidated Balance Sheets (unaudited).
t3)Presented in "Other accruals" on the Condensed Consolidated Balance Sheets (unaudiled).

Commodiw Price fusk Manasement
We, along with our utility customers, are exposed to variability in cash flows associated with natural gas purchases and volatility in natural gas prices. We purchase
natural gas for sale and delivery to our retail, commercial and industrial customers, and for most customers the variability in the market price of gas is passed
through in their rates. Some of our utility subsidiaries offer programs whereby variability in the market price of gas is assumed by the respective utility. The
objective of our commodity price risk programs is to mitigate the gas cost variability, for us or on behalf of our customers, associated with natural gas purchases or
sales by economically hedging the various gas cost components using a combination of futures, options, forwards or other derivative contracts.

NIPSCO received IURC approval to lock in a fixed price for its natural gas customers using long-term forward purchase instruments. The term ofthese instruments
may range from five toten years and is limited to20 percent ofNIPSCO's average annual GCA purchase volume. Gains and losses on these derivative contracts
are deferred as regulatory liabilities or assets and are remitted to or collected from customers through NIPSCO's quarterly GCA mechanism. These instruments
are not designated as accounting hedges.

Interest Rate Risk Manasement
As ofSeptember 30,2019, we have forward-starting interest rate swaps with an aggregate notional value totaling$50O.O million to hedge the variability in cash
flows attributable to changes in the benchmark interest rate during the periods from the effective dates of the swaps to the anticipated dates of forecasted debt
issuances, which are expected to take place by 2024. These interest ratc swaps are designated as cash flow hedges. The gains and losses related to these swaps are
recorded to AOCI and fie recognized in "Interest expense, netrr concunently with the recognition of interest expense on the associated debt, once issued. If it
becomes probable that a hedged forecasted transaction will no longer occur, the accumulated gains or losses on the derivative will be recognized cunently in
"Other, net" in the Condensed Statements of Consolidated Income (Loss) (unaudited).

There were no amounts excluded from effectiveness testing for derivatives in cash flow hedging relationships atSeptember 30, 20 l9 and December 3 l, 201 8.

Our derivative instruments measured at fair value as ofSeptember 30, 2019 and December 3 l, 201 8 do not contain any credit-risk-related contingent features.
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8. Fair Value

A. Fair Value Measurements

Recurring Fair Yalue Measurentents. The following tables present financial assets and liabilities measured and recorded at fair value on our Condensed
Consolidated Balance Sheets (unaudited) on a recurring basis and their level within the fair value hierarchy as of September 30, 2019 and December 3 l, 201 8:

Recurring Fair Value Measurements
September 30, 2019 (in millions)

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant
Other

Observable
Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3)

Balance as of September
30,2019

Assets

Risk management assets

Available-for-sale securities :$
5.3 $

145.7

5.3

145.7

Total 151.0 $ 151.0

Liabilities
Risk managernent liabilities 1 82.1 182.1

Total 182.1 $ 182.1

Recurring Fair Value Measurements
December 31, 2018 (in millions)

Quoted Prices in
Active Markets

for ldentical
Assets

(Level l)

Signihcant
Other

Observable
lnputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3)

Balance as of
December 31,2018

Assets

Risk management assets

Available-for-sale securities

24.0

138.3

s 24.0

138.3

Total 162.3 162.3

Liabilities
Risk management liabilities 5t.7 5r.7

Total 5r.7 $ 5r.7

Risk management assets and liabilities include interest rate sv/aps, exchange-traded NYMEX futures and I{YMEX options and non-exchange-based forward
purchase contracts. When utilized, exchange-traded derivative contracts are based on unadjusted quoted prices in active markets and are classified within Level 1.

These financial assets and liabilities are secured with cash on deposit with the exchange; therefore, nonperformance risk has not been incorporated into these

valuations. Certain non-exchange-traded derivatives are valued using broker or over-the-countet onJine exchanges. In such cases, these non-exchange-traded
derivatives are classified within Level 2. Non-exchange-based derivative instruments include swaps, forwards, and options. In certain instances, these instruments
may utilize models to measure fair value. We use a similar model to value similar instruments. Valuation models utilize various inputs that include quoted prices
for similar assets or liabilities in active markets, quoted prices for identical or similar assets or liabilities in markets that are not active, other observable inputs for
the asset or liability and market-corroborated inputs, (i.e., inputs derived principally from or conoborated by observable market data by correlation or other
means). Where observable inputs are available for substantially the full term of the asset or liability, the instrument is categorized within Level 2. Certain
derivatives trade in less active markets with a lower availability of pricing information and models may be utilized in the valuation. When such inputs have a

sigtrificant impact on the measurement of fair value, the instrument is categorized within Level 3. Credit risk is considered in the fair value calculation of
derivative instruments that are not exchange-traded. Credit exposures are adjusted to reflect collateral agreements which reduce exposures. As of September 30,

2019 and December 31,2018, there wereno material transfers between fair value hierarchies. Additionally, there were no changes in the method or significant
assumptions used to estimate the fair value of our financial instruments.

We have entered into forward-starting interest rate swaps to hedge the interest rate risk on coupon payments of forecasted issuances of long-term debt. These

derivatives are designated as cash flow hedges. Credit risk is considered in the fair value calculation of each agreement. As they are based on observable data and

valuations of similar instruments, the hedges are categorized within
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Level 2 ofthe fair value hierarcl.ry. There was no exchange ofpremium at the initial date ofthe swaps, and we can settle the contracts at any time. For additional
information, see Note 7, "Risk Management Activities."

NIPSCO has entered into long-term forward natural gas purchase irNtruments that range from five to ten years to lock in a fixed price for its natural gas customers.
We value these contracts using a pricing model that incorporates market-based information when available, as these instruments trade less frequently and are

classified within Level 2 of the fair va'lue hierarchy. For additional information, see Note 7, "Risk Management Activities."

Available-for-sale securities are investments pledged as collateral for trust accounts related to our wholly-owned insurance company. Available-for-sale securities

are included within "Other investments" in the Condensed Consolidated Balance Sheets (unaudited). We value U.S. Treasury corporate debt and mortgage-backed
securities using a matrix pricing model that incorporates market-based information. These securities trade less frequently and are classified within Level 2. Total
unrealized gains and losses from available-for-sale securities are included in other comprehensive income. The amortized cost, gross unrealized gains and losses

and fair value of available-for-sale securities at Seotember 30. 2019 and December 3 l. 201 8 were:

September 30, 2019 (in millions)
Amortized

Cost
Gross Unrealized Gross Unrealized

Gains Losses
Fair

Value

Available-for-sale securities

U.S. Treasury debt securities

Comorate/Other debt securities

31.1 S

I 10.6

0.2 $

4.1

) t.L

I14.5

Total r4r.7 $ 4.3 $ (0.3) $ 145.7

December 31, 2018 (in nillions)
Arnortized

Cost
Gross Unrealized

Gains
Gross Unrealized

Losses
Fair

Value

Available.for-sale securities

U.S. Treasury debt securities

Comorate/Other debt securities

23.6

117.7

0.1 $

0.4

(0.1) $

(3.4)

23.6

114.7

Total 141.3 $ 0.5 $ (3.s) $ 138.3

Realized gains and losses on available-for-sale securities were immaterial for thehree and nine months ended September 30, 2019 and 201 8.

Thecostofmaturitiessoldisbaseduponspecificidentification.AtSeptember30,2019, approximately$6.SmillionofU.S.Treasurydebtsecuritiesand
approximately $4.5 million ofCorporate/Other debt securities have maturities of less than a year.

There areno material items in the fair value reconciliation oflevel 3 assets and liabilities measured at fair value on a recurrins basis for thdhree and nine months
ended September 30, 2019 and 2018.

Non-recurring Fair Value Measurements. There wereno significant non-recurring fair value measurements recorded during thethree and nine months ended
September 30, 2019.

B, Other Fair Value Disclosures for Financial Instruments. The carrying amount ofcash and cash equivalents, restricted cash, customer deposits and short-
term bonowings is a reasonable estimate of fair value due to their liquid or short-term nahre. Our long-term borrowings are recorded at historical amounts.

The following method and assumptions were used to estimate the fair value of each class of financial instruments.

Long-term Debt The fair value of outstanding long-term debt is estimated based on the quoted market prices for the same or similar securities. Certain premium
costs associated with the early settlement of long-term debt are not taken into consideration in determining fair value. These fair value measurements are classified
within Level 2 ofthe fair value hierarchy. For the three and nine months endedSeptember 30, 2019, there was no change in the method or significant assumptions
used to estimate the fair value of lons{erm debt.
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The carrying amount and estimated fair values of these financial instruments were as follows:

(in millions)

Carrying
Amount as of

September 30,2019

Estimated Fair
Value as of

September 30,2019

Carrying
Amount as of
Dec.31.2018

Estimated Fair
Value as of

Dec.3l,2018

Long-term debt (including current portion) 7,864.7 $ 8,865.2 $ 7,155.4 $ 7,228.3

9. TransfersofFinancialAssets

Columbia of Ohio, NIPSCO and Columbia of Pennsylvania each maintain a receivables agreement whereby they hansfer their customer accounts receivables to
third-party financial institutions through wholly-owned and consolidated special purpose entities. The tkee agreements expire between May 2020 and October
2020 and may be further extended ifmutually agreed to by the parties thereto.

All receivables transferred to third parties are valued at face value, which approximates fair value due to their short-term nature. The amount of the undivided
percentage ownership interest in the accounts receivables transfened is determined in part by required loss reserves under the agreements.

Transfers of accounts receivable are accounted for as secured borrowings resulting in the recognition of short-term borrowings on the Condensed Consolidated
Balance Sheets (unaudited). As ofSeptember 30,2019, the maximum amount ofdebt that could be recognized related to our accounts receivable programs is

$270.0 million.

The following table reflects the gross receivables balance and net receivables transferred as well as short-term bonowings related to the securitization transactions
as ofseptember 30,2019 and December 31,2018:

(in millions) September 30,2019 December 3 1, 201 8

Gross Receivables "
Less: Receivables not transferred

375.1 ,,$
115.0

694.4

295.2

Net receivables transferred 260.1 $ 399.2

Short-term debt due to asset securitization 260.r $ 399.2

Fortheninemonths endedSeptemberS0,2019 and2018,$139.1 million and$71.7million, respectively, was recorded as cash flows used for financing activities
related to the change in short-term borrowings due to securitization transactions. Fees associated with the securitization transactions were $0.6 million and $0.4
million for the three months endedseptember 30, 2019 and20l8, respectively, and $2.0 million and $ 1.9 million for the nine months ended September 30, 2019
and 2018, respectively. We remain responsible for collecting on the receivables securitized, and the receivables cannot be transferred to another party.

10, Goodwill

The following presents our goodwill balance allocated by segment as ofSeptember 30, 2019:

(in millions)
Gas Distribution

Operations Electric Operations Corporate and Other Total

Goodwill I,690.7 $ 1,690.7

For our annual goodwill impairment analysis most recently performed as ofMay l, 2019, we completed a qualitative "step 0" analysis for all reporting units other
than our Columbia of Massachusetts reporting unit. In the step 0 analysis, we assessed various assumptions, events and circumstances that would have affected the

estimated fair value of the applicable reporting units as compared to their baseline May l, 2016 "step 1 " fair value measurement. The results of this assessment

indicated that it was not more likely than not that the fair values ofthese reporting units were less than their respective carrying values, accordingly, no "step 1"
analysis was required.

The results of our Columbia of Massachusetts reporting unit were negatively impacted by the Greater Lawrence Incident (see Note16, "Other Commitments and

Contingencies"). As a result, we completed a quantitative "step 1" analysis for the May l, 2019 goodwill analysis for this reporting unit. The step I analysis
oerformed indicated that the fair value of the Columbia of Massachusetts
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reporting unit substantially exceeds its carrying value. As a result,no impairment charge was recorded as ofthe May 1,2019 test date. This analysis incorporated
the latest available cash flow projections reflecting the estimated ongoing impacts ofthe Greater Lawrence Incident on Columbia ofMassachusetts' operations. We
also incorporated other significant inputs to our fair value calculation (e.g. discount rate, market multiples) to reflect current market conditions. We will continue to
monitor the impacts ofthe incident for events that could trigger a new impairment analysis including, but not limited to, unfavorable regulatory outcomes and
regulator fines and penalties. As of September 30,2019, goodwill at Columbia of Massachusetts totaled $204.8 million.

11. IncomeTaxes

Our interim effective tax rates reflect the estimated annual effective tax rates for 2019 and 2018, adjusted for tax expense associated with certain discrete items.
The effective tax rates forthe three months ended September 30,2019 and20l8were283.3% and2l.8o/o, respectively. The effective taxrates forthenine months
ended September 30, 2019 and 2018 were 18.87o and 40.3%;o, respectively. These effective tax rates differ from the federal statutory t^x rate of2lyo primarily due
to the effects oftax credits, state income taxes, the amortization of excess deferred federal income tax liabilities, as specified in the TCJA and in utility ratemaking
proceedings, and other permanent book-to-tax differences. These adjustments have a relative impact on the effective tax rate proportionally to pretax income or
loss.

The increase in the three month effective tax rrte of26l.5Vo in 201 9 versus the same period in 201 8 is primarily due to the relative impact ofpermanent differences
on lower pre-tax loss.

The decrease in the nine month effective tax rate of21 .5Vo in 2019 versus the same oeriod in 201 8 is nrimarilv dne to the relative imoact of oermanent differences
on higher pre-tax book income.

There were no material changes recorded in 2019 to our uncertain tax positions as ofDecember 3 l, 2018, however it is reasonably possible the total amount ofour
unrecognized tax benefits related to state tax positions will significantly change within the next 12 months. We cannot reasonably estimate the range ofthis
potential change at this time.

12. Pension and Other Postretirement Benefits

We provide defined contribution plans and noncontributory defined benefit retirement plans that cover certain of our employees. Benefits under the defined benefit
retirement plans reflect the employees' compensation, years of service and age at retirement. Additionally, we provide health care and life insurance benefits for
certain retired employees. The majority of employees may become eligible for these benefits if they reach rctirement age while working for us. The expected cost
of such benefits is accrued during the employees' years of service. For most plans, cash contributions are remitted to grantor trusts.

For the nine months ended September 30, 2019, we contributed $2. I million to our pension plans and$ 17.8 million to our other postretirement benefit plans.
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The following table provides the components ofthe plans'actuarially determined net periodic benefit cost for thethree and nine months endedSeptember 30,2019
and 2018:

Pension Benefits
Other Postretirement

Benelits

Three Months Ended September 30,(in ntillions) 2019 2018 2019 20r8

Components of Net Periodic Benefit Cos(')

Service cost

lnterest cost

Expected retum on assets

Amortization of prior service credit

Recognized actuarial loss

Settlement loss

7.3 $

18.1

Q72)

11.3

t.9

7.8 $

16.8

(3s.4)

(0.1)

10.2

8.3

13$
4.8

(3.3)

(0.8)

0.5

1.3

4.4

(3.7)

(1.0)

0.9

Total Net Periodic Benefit Cost 11.4 $ 7.6 $ 2.s $
{l)Thesericecostcomponent,andallnon-servicecostcomponents,ofnetperiodicbenetcostarep

Statements of Consolidated Incomc (unaudited).

Pension Benefits
Other Postretirement

Benefits

Nine Months Ended September 30, (in millions) 2019 2018 2019 2018

Components of Net Periodic Benefit Cos6')

Service cost

Interest cost

Expected retum on assets

Amortization of prior service credit

Recognized actuarial loss

Settlement loss

2r.9 $

54.5

(81.6)

34.1

1.9

23.6 $

50.0

(r07.9)

(0.3)

30.6

l l.8

3.9 $

14.4

(e.e)

8.4)

:

3.9

tt-z

(1 l.l )
(3.0)

2.7

Total Net Periodic Benefit Cost 30.8 $ 7.8 $ 7.s $ 5.7
(l)Thesericecostcomponent,andallnon.sericecostcomponents,ofnetperiodicbenetcostue

Statements of Consolidated Income (uaudited).

As ofAugust 31,2019, two ofour qualified pension plans met the requirement for settlement accounting. A settlement charge o$1.9 million was recorded during
the third quarter of2019. As a result ofthe settlement, these pension plans were remeasured. The remeasurements led to a decrease to the pension benefit
obligation, net ofplan assets, of$2.2 million, a net decrease to regulatory assets of$4.0 million, and a net credit to accumulated other comprehensive loss of$O.1
million. Net periodic pension benefit cost for 2019 decreased by$0.7 million as a result ofthe interim remeasurement.

The following table provides the key assumptions that were used to calculate the pension benefit obligation and the net periodic benefit cost for the plans that
triggered settlement accounting at the measurement date ofAugust 3 1, 2019:

August 31,2019

Weighted-average Assumption to Determine Benefit Obligation

Discount rate

Weighted-average Assumptions to Determine Net Periodic Benefit Costs for the period ended

Discount rate - service cost

Discount rate - interest cost

ExDected return on assets

2.80%

4.49%

3.84Yo

5.70%
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13. Long-TermDebt

On April 1, 2019, NIPSCO repaid$4l.0 million of 5.85% pollution control bonds at maturity.

On August 12,2019, we closed our placement of$750.0 mill ion of 2.95%o senior unsecured notes maturing in 2029 which resulted in approximately $742.4
million of net proceeds after deducting commissions and expenses.

14. Short-TermBorrowings

We generate short-term borrowings from our revolving credit facility, comrnercial
borrowinss. Each ofthese borrowing sources is described further below.

paper prognm, accounts receivable transfer programs and term loan

We maintain a revolving credit facility to fund ongoing working capital requirements, including the provision of liquidity support for our commercial paper

progpm, provide for issuance ofletters ofcredit and also for general corporate purposes. Our revolving credit facility has a program limit of$1.85 billion and is
comprised ofa syndicate ofbanks led by Barclays. On February 20,2019, we extended the termination date ofour revolving credit facility to February 20,2024.
At September 30, 2019 and December 3 l, 201 8, we had no outstanding borrowings under this facility.

Our commercial paper progam has a program limit of up to$ 1.5 billion with a dealer group comprised of Barclays, Citigroup, Credit Suisse and Wells Fargo. We
had $505.0 million and $978.0 million ofcommercial paper outstanding as ofSeptember 30, 2019 and December 31, 2018, respectively.

Transfers of accounts receivable are accounted for as secured borrowings resulting in the recognition of short-term borrowings on the Condensed Consolidated
Balance Sheets (unaudited). We had $260.1 million in transfers as ofSeptember 30, 2019 and $399.2 million as ofDecember 31,2018. Refer to Note9, "Transfers
of Financial Assets," for additional information.

OnApril 17,2019, we amended our existing term loan agreement with a syndicate of banks, with MUFG Bank Ltd. as the Adminisfiative Agent, Sole Lead
Arranger and Sole Bookrunner. The amendment increased the amount of our term loan from $600.0 million to $850.0 million and extended the maturity date to
April 16, 2020. Interest charged on borrowings depends on the variable rate structure we elect at the time of each bonowing. The available variable rate stnrctures
from which we may choose are defined in the term loan agreement. Under the agreement, we borrowed $850.0 million on April 17 ,2019 with an interest rate of
LIBOR plus 60 basis points.

Short-term borrowings were as follows:

(in millions)
September 30,

2019
December 31,

201 8

Commercial paper weighted-average interest rate of 2.74% and2.96% at September 30, 2019 and
December 31, 2018, respectively $

Accounts receivable securitization facility borrowings

Term loan weighted-average interestrate of 2.65%o and3.07%;o at September 30, 2019 and December 31,
2018, respectively

s0s.0 $

260.1

850.0

978.0

399.2

600.0

Total Short-Terrn Borrowings 1,615.1 1,977.2

Other than for the term loan and certain commercial paper borrowings, cash flows related to the bonowings and repayments ofthe items listed above are presented
net in the Condensed Statements of Consolidated Cash Flows (unaudited) as their maturities are less than 90 days.

15. Leases

ASC 842 Adoptioz. In February 2016, the FASB issued ASU 2016-02, Leases (ASC 842). ASU 2016-02 introduces a lessee model that brings most leases onto
the balance sheet. The standard requires that lessees recognize the following for all leases (with the exception of short-term leases, as that term is defined in the
standard) at the lease cornmencement date: (1) a lease liability, which is a lessee's obligation to make lease payments arising from a lease, measured on a
discounted basis; and (2) a right-of-use asset, which is an asset that represents the lessee's right to use, or control the use of, a specified asset for the lease term. In
20 18, the FASB issued ASU 201 8-01, Leases (ASC 842): Land Easement Practical Expedient for Transition to ASC 842, which allows us to not evaluate existing
land easements under ASC 842, and ASU 2018-l I, Leases (ASC 842): Targeted Improvements, which allows calendar year entities to initially apply ASC 842
prospectively from January 1, 201 9.
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We adopted the provisions ofASC 842 beginning on January l, 2019, using the transition method provided in ASU 2018-l 1, which was applied to all existing
leases at that date. As such, results for reporting periods beginning after January l, 2019 will be presented under ASC 842, while prior period amounts will
continue to be reported in accordance withASC 840. We elected a number ofpractical expedients, including the "practical expedient package" described inASC
842-10-65-l and the provisions ofASU 2018-01, which allows us to not evaluate existing land easements underASC 842. Further, ASC 842 provides lessees the
option ofelecting an accounting policy, by class ofunderlying asset, in which the lessee may choose not to separate nonlease components from lease components.
We elected this practical expedient for our leases of flcet vehicles, IT assets and railcars. We elected to use a practical expedient that allows the use of hindsight in
determining lease terms when evaluating leases that existed at the implementation date. We also elected the short-term lease recognition exemption, allowing us to
not recognize ROU assets or lease liabilities for all leases that qualiry.

Adoption of the new standard resulted in the recording of additional lease liabilities and corresponding ROU assets oS57.0 million on our Condensed
Consolidated Balance Sheets (unaudited) as ofJanuary l, 2019. The standard had no material impact on our Condensed Statements ofConsolidated Income (Loss)
(unaudited) or our Condensed Statements ofConsolidated Cash Flows (unaudited).

Lease Descriptiozs. We are flre lessee for substantially all of our leasing activity, which includes operating and finance leases for corporate and field offices,
railcars, fleet vehicles and certain IT assets. Our corporate and field office leases have remaining lease terms between 1 and25 years with options to renew the
leases for up to 25 years. We lease railcars to transport coal to and from our electric generation facilities in Indiana. Our railcars are specifically identified in the
lease agreements and have lease terms between I and 3 years with options to renew for I year. Our fleet vehicles include trucks, trailers and equipment that have
been customized specifically for use in the utility industry. We lease fleet vehicles on I year terms, after which we have the option to extend on a month-to-month
basis or terminate with written notice. ROU assets and liabilities on our Condensed Consolidated Balance Sheets (unaudited) do not include obligations for
possible fleet vehicle lease renewals beyond the initial lease term. While we have the ability to renew these leases beyond the initial tenn, we are not reasonably
certain to do so.

We lease the majority of our IT assets under4 year lease terms. Ownership of leased IT assets is transferred to us at the end of the lease term. We have not
provided material residual value guarantees for our leases, nor do our leases contain material restrictions or covenants. Lease contracts containing renewal and
termination options are mostly exercisable at our sole discretion. Certain of our real estate and railcar leases include renewal periods in the measurement of the
lease obligation ifwe have deemed the renewals reasonably certain to be exercised.

With respect to service contracts involving the use ofassets, ifwe have the right to direct the use ofthe asset and obtain substantially all economic benefits from
the use of an asset, we account for the service contract as a lease. Unless specifically provided to us by the lessor, we utilize NiSource's collateralized incremental
borrowing rate commensurate to the lease term as the discount rate for all of our leases.

3l
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Lease costs for thethree and nine months ended September 30, 2019 are presented in the table below. These costs include both amounts recognized in expense and

amounts capitalized as part ofthe cost ofanother asset. Income statemgnt presentation for these costs (when ultimately recognized on the income statement) is also

included:

Three Months Ended
September 30,

Nine Months Ended
September 30,

(in millions) Income Statement Classifrcation 20t9 2019

Finance lease cost

Amortization of right-of-use assets

Interest on lease liabilities

Depreciation and amortization

Interest expense, net

3.6 $

3.1

11.3

8.5

Total finance leasecosl

Operating lease cost

Short-term lease cost

Operation and maintenance

Operation and maintenance

6.7

5.3

0.1

12.8

12.3

, 0.9

Total lease cosl 12.r $ 33.0

Our right-of-use assets and liabilities are presented in the following lines on the Condensed Consolidated Balance Sheets (unaudited):

(in millions) Balance Sheet Classification September 30,2019

Assets r ...:::

Finance leases

.::::t': , .. :

Net Property, Plant and Equipment

,.::=;.
176.5, 6};soperatin!'ledi.-6s.:t 't'l'''1, ,,,'' Defened charges and other

Total leased assets 237.4

Liabilities ':" :::

Cunent

,rlnance leases

Operating leases

Noncurrent :,:,.r,.,,,

Finance leases

op.tuting'i"i.6Jtr' ,:,=

Current portion of long-term debt

Other accruals

Long-term debt, €xcluding amounts due within one year

Other noncurrent liabilititi'?" "''

10.1

10.5
..

187.2

1o.s
Total lease liabilities 258.9

Other pertinent information related to leases was as follows:

Nine Months Ended September 30, (in millions) 2019

Cash paid for amounts included in the measureme_nt of lease liabilities
Operating cash flows used for finance leases

Operating cash flows used for operating leases

Financing cash flows used for finance leases

Righhof-use assi:ti ogtai4eA in exchange for lease'-- bligations

Finance leases

Operating leases .::::

8.4

u.s
7.7

'a'

11.0

3.7

September 30,2019

Weighted-average remaining lease term (years)

Finance leases

Operating leai*
Weighted-average discount rate

Finance 1easei.,.l,l. .,r,, i

Operating leases

15.5

g'7..t.

'a.ou,

4.404
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Maturities of our lease liabilities presented on a rolling l2-month basis were as follows:

As of September 30,2019,(in millions) Total Finance Leases
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Operating Leases

Year I
Year 2

Year 3

Year 4

Year 5 
,,

Thereafter

37.7 $

33.9

32.8

29.3

27.6

247.8

24.5 $

24.6

24.6

21.6

20.6

214.8

t3.2

9.3

8.2

7.7

7.0

33.0

Total lease payments

Less: Imputed interest

Less: Leases not yet commencedl)

409.1

(12 1.6)

(28.6)

330.7

( 107.0)

(2s.8)

78.4

(14.6)

(2.8)

Total 258.9 197.9 61.0

Reported as ofSeptember 30, 2019

Short-term lease liabilities

Long-tsrm 1..r. liabilities

2t.2

237.7

r0.7

t87.2

10.5

50.5

Total lease liabilities 258.9 S 197.9 $ 61.0
(l)Expectedpaymentsincludeobligationsforleasesnotyetcommenced

lease tems between 8 yem md 20 yeus, with estimated comencements in the fourth quarter of 2019 and in the third quarter of 2020.

Disclosures Related to Periods Prior to Adoption ofASC 842.

As ofDecember 3 l, 2018, total contractual obligations for capital and operating leases were as follows:

As of December 31,2018,(in nillions) Total Capital Leases(t) Operating Leases(z)

2019

2020

2021",

7fi))

2023:',:'

Thereafter

34.0 $

29.8

28.7

zo-5

22.6

226.9

23.0 $

22.5

zz.e :'"

22.1

lg.g " '"..
212.4

I 1.0

t.)

6.1

^n
2.8

14.5

Total lease payments 368.3 $ 322.4 S 45.9
(r)Capitalleasepaymentsshomaboveareinclusiveofinteresttotaling $ll4.6million.
(2DPeratinglexebalmcosdonotincludeobligationsforpossiblefeetYehiclelemerenewalsbeyondeinitial

tem, we ie not reronably certain to do
million thereafter.

16. Other Commitments and Contingencies

A. Guarantees and Indemnities. We and certain ofour subsidiaries enter into various agreements providing financial or performance assurance to third parties on
behalfofcertain subsidiaries as a part ofnormal business. Such agreements include guarantees and stand-by lefters ofcredit. These agreements are entered into
primarily to support or enhance the creditworthiness otherwise attributed to a subsidiary on a stand-alone basis, thereby facilitating the extension of sufficient credit
to accomplish the subsidiaries'intended commercial purposes. As of September 30,2019 and December 31, 2018, we had issued stand-by letters ofcredit of$10.2
million.

B. Legal Proceedings. On September I 3, 201 8, a series of fires and explosions occuned in Lawrence, Andover and North Andover, Massachusetts related to the
delivery ofnatural gas by Columbia ofMassachusetts (the "Greater Lawrence Incident"). The Greater Lawrence Incident resulted in one fatality and a number of
injuries, damaged multiple homes and businesses, and caused the temporary evacuation of significant portions of each municipality. The Massachusetts Govemor's
Office declared a state of emergency, authorizing the Massachusetts DPU to order another utility company to coordinate the restoration of utility services in
Lawrence, Andover and North Andover. The incident resulted in the intemrption of gas service for approximately 7,500 gas meters, the majority of which served

residences and approximately 700 of which served businesses, and the intemrption of
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other utility service more broadly in the area. Columbia of Massachusetts has replaced the cast iron and bare steel gas pipeline system in the affected area and
restored service to nearly all of the gas meters. See " - D. Other Matters - Greater Lawrence Pipeline Replacement" below for more information.

We are subject to inquiries and investigations by federal and state goverffnent authorities and regulatory agencies regarding the Greater Lawrence Incident. The
NTSB has concluded its investigation. The U.S Attomey's office, the SEC, and the Massachusetts DPU have pending investigations related to the Greater
Lawrence Incident, as described below. We are also subject to inquiries by the Massachusetts Attomey General's Office. We are cooperating with all inquiries and
investigations. The outcomes and impacts ofthe current investigations and any future investigations that may be commenced related to such inquiries are uncertain
at this time.

NTSB Investigation. Tlte NTSB investigated the Greater Lawrence Incident as described below. The parties to the investigation included the PHMSA, the
Massachusetts DPU, Columbia of Massachusetts, and the Massachusetts State Police. We cooperated with the NTSB and provided information to assist in its
investigation into relevant facts related to the event, the probable cause, and its development of safety recomrnendations.

According to the preliminary public report that the NTSB issued on October 11, 2018, an over-pressurization ofa low-pressure gas distribution system occurred
that was related to work being done on behalf of Columbia of Massachusetts on a pipeline replacement project in Lawrence. According to the report, sensing lines
detected a drop in pressure in a portion ofmainline that was being abandoned, causing a regulator to open up and increase pressure in the system to a level that
exceeded the maximum allowable operating pressure ofthe distribution system.

On November 14, 2018, the NTSB issued an urgent safety recommendatiorreport regarding natural gas distribution system project development and review In its
report, the NTSB identified certain factors that it believes contributed to the Greater Lawrence Incident and made safety recommendations. The NTSB
recommended that the Commonwealth of Massachusefts eliminate the professional engineer licensure exemption for public utility work and require a professional
engineer's seal on public utility engineering drawings, which is now law in Massachusetts. The NTSB also made recommendations to us related to engineering
plan and constructability review processes, records and documentation, management of change processes, and control procedures during modifications to gas
mains. We implemented these recommendations. As of September 24, 2019, each of these recommendations has been closed by the NTSB based on acceptable
action.

Since the Greater Lawrence Incident, we have identified and proceeded with additional steps to enhance system safety and reliability and to safeguard against
future over-pressurization events. Some ofthese measures have already been completed and others are in process. These Company-wide safety measures include
enhanced measures as called for in the NTSB's recommendations. For example, we have committed to a program to install over-pressurization protection devices
on all of our low-pressure systems, which is described in "- D. Other Matters."

On September 24, 2019, the NTSB held a public board meeting regarding the probable cause of the Greater Lawrence Incident. The NTSB issued an abstract of its
final report following the meeting, and its final report on October 24, 2019. The NTSB stated that it had determined that the probable cause of the over-
pressurization ofthe natural gas distribution system and the resulting fires and explosions was Columbia ofMassachusetts'weak engineering management that did
not adequately plan, review, sequence, and oversee the construction project that led to the abandonmcnt of a cast iron main without first relocating regulator
sensing lines to the new polyethylene main. The NTSB also stated that contributing to the incident was a low-pressure natural gas distribution system designed and
operated without adequate overpressure protection. The NTSB issued its findings in connection with its investigation of the incident and new safety
recommendations to PHMSA, certain other states, the Commonwealth of Massachusetts Executive Office of Public Safety and Security, and the Company. The one
new safety recommendation that was directed to the Company requires the Company to review its protocols and training for responding to large-scale emergency
events.

Massachusetts Regulatory Matters. Under Massachusetts law, the DPU is authorized to investigate potential violations ofpipeline safety regulations and to assess

a civil penalty of up to $218,647 for a violation of federal pipeline safety regulations. A separate violation occurs for each day of violation up to$2.2 million for a

related series ofviolations. The Massachusetts DPU also is authorized to investigate potential violations ofthe Columbia ofMassachusetts emergency response
plan and to assess penalties ofup to $250,000 per violation per day, or up to $20 million per related series ofviolations. Further, as a result ofthe declaration of
emergency by the Governor, the DPU is authorized to investigate potential violations ofthe DPU's operational directives during the restoration efforts and assess
penalties ofup to $1 million per violation. Pursuant to these authorities, the DPU is investigating the Greater Lawrence Incident. Columbia ofMassachusetts will
likely be subject to potential compliance actions related to the Greater Lawrence Incident and the restoration work following the incident, the timing and outcomes
of which are uncertain at this time.
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After the Greater Lawrence Incident, the Massachusetts DPU retained an independent evaluator to conduct a statewide examination of the safety of the natural gas

distribution system and the operational and maintenance functions ofnatural gas companies in the Commonwealth ofMassachusetts. Through authority granted by
the Massachusetts Governor under the state of emergency, the Chair of the Massachusetts DPU has directed all natural gas distribution companies operating in the
Commonwealth to fund the statewide examination. The statewide examination is underway and we have responded to the evaluator's information requests. The
Phase I report, which was issued on May 15, 2019, included a program level assessment and evaluation ofnatural gas distribution companies. The Phase I report's
conclusions were statewide and contained no specific conclusions about Columbia ofMassachusetts. The evaluation remains in Phase II, which is focused on field
assessments ofeach individual gas company and is expected to conclude later this year.

On November 30, 2018, Columbia of Massachusetts entered into a consent order with the Massachusetts DPU in connection with a notice of probable violation
issued in March 2018, stemming from a 2016 report. The Division found that Columbia ofMassachusetts violated certain pipeline safety regulations related to
pressurelimitingandregulatingstationsinTaunton,Massachusetts.Aspartoftheconsentorder,ColumbiaofMassachusettswasfined $75,000andenteredintoa
compliance agreement under which it agreed to take several actions related to its pressure regulator stations within various timeframes, including the adoption of a
Pipeline Safety Management System (''SMS), the American Petroleum Institute's (API) Recommended Practice I 173. Columbia of Massachusetts is complying
with the order.

On December 17,2018, the Massachusetts DPU issued an order requiring Columbia of Massachusetts to enter into an agreement with a Massachusetts-based

engineering firm to monitor Columbia of Massachusetts' remaining restoration and recovery work in Lawrence, Andover and North Andover, Massachusetts. The
order requires Columbia ofMassachusetts to take measures to ensure that adequate heat and hot water and gas appliances are provided to all affected properties,
repave all affected streets, roadways, sidewalks and other areas in accordance with applicable DPU standards and precedents, consult with the affected
communities and discuss plans for restoring affected hard or soft surfaces, and replace all gas boilers and fumaces and other gas-fired equipment at affected
residences. Under the order, all restoration work beginning in 2019 was required to be completed no later than October 31, 2019, unless an earlier or later date is

agreed to with any ofthe affected communities. We previously agreed to complete the gas appliance replacement work by September 15,2019, and completed the

work ahead of schedule as announced on August 15, 2019. We reached an agrcement with the affected communities with regard to the timing and scope of hard
and soft surface repairs, which is discussed in "PrivateActions" below. On June 11,2019, the Massachusetts DPU issued an order requiring Columbia of
Massachusetts to comply with the terms of the agreement reached with the affected communities for the restoration of hard and soft surfaces. Also, under both the

December 1'l,2018 and June ll,2019 orders, Columbia of Massachusetts is required to maintain quantitative measures, which must be verified by officials of the

affected communities, to track its progress in completing all of the remaining work. Estimates for the cost of this work are included in the estimated ranges of loss

noted below, which is discussed in "- D. Other Matters - Greater Lawrence Incident Restoration" and " - Greater Lawrence Pipeline Replacement" below. Our
failure to adhere to any ofthe requirements in the order may result in penalties ofup to $ 1 million per violation.

In the third quarter of 2019, the Massachusetts DPU initiated several new investigations into Columbia of Massachusetts related to the restoration and other work
following the Greater Lawrence Incident, as described below. Under Massachusetts law, the Massachusetts DPU is authorized to conduct investigations and assess

fines and penalties as described above. The matters described below are pursuant to such authorization and are subject to the assessment offines and penalties.

In August 2019, the Massachusetts DPU initiated an investigation regarding pressure monitoring and potential violations of pipeline safety regulations in
connection with the installation of a slam shut device and the operating procedures used to install such devices. The DPU also initiated an investigation regarding
instances ofpossible violations ofintemal guidelines and state and/or federal pipeline safety regulations in connection with Columbia ofMassachusetts'project
after the Greater Lawrence Incident to validate regulator station drawings and verify control line location and installation.

In September 2019, the Massachusetts DPU initiated an investigation into potential violations of state and/or federal pipeline safety regulations in connection with
abandoned service lines. The Chair ofthe Massachusetts DPU issued an emergency order directing Columbia ofMassachusetts to take several specific actions to
address concerns related to service lines abandoned during the restoration work following the Greater Lawrence Incident and to fumish certain information and

periodic reports to the DPU. Estimates for the cost of this work are included in the estimated ranges of loss noted below, which is discussed in "- D. Other Matters -

Greater Lawrence Incident Restoration" below. In addition, the Massachusetts DPU issued a Hearing Officer's Memorandum directing Columbia of Massachusetts

to file a detailed report concerning its emergency response to the Greater Lawrence Incident and subsequent restoration ofservice.



Exhibit No. 402
Page 37 of 69

Witness: P.R. Moul

Tflble of Contents

ITEM 1. FINANCIAL STATEMENTS (continued)

NiSource Inc.
Notes to Condensed Consolidated Financial Statements (unaudited) (continued)

On September 27,2019, the City ofLawrence inadvertently closed a gas valve that had been inconectly marked as a water valve, which severed a new pipeline
main that Columbia of Massachusetts had installed during the restoration work following the Greater Lawrence Incident, resulting in the release of gas into sewer
lines, other underground conduits and homes in the area. Approximately I 50 homes and businesses were evacuated and electric power was tumed off by the power
company as a safery precaution to approximately 1,400 customcrs. The Massachusetts DPU is investigating whether, during the rcstoration efforts following the

Greater Lawrence Incident, Columbia Gas failed to follow required procedures for the abandonment ofvalve boxes.

On October 1, 2019, the Massachusetts DPU issued four orders to Columbia ofMassachusetts in connection with the service lines abandoned during the Greater
Lawrence Incident restoration, which require: (1) the submission of a detailed work plan to the DPU, (2) the completion of quality control work on certain
abandoned services, (3) the payment for a third-party independent audit, to be contracted through the DPU, of all gas pipe'line work completed as part of the
incident restoration effort, and (4) prompt and full response to any requests for information by the third-party auditor. The audit will evaluate compliance with
Massachusetts and federal law, as well as any other operational or safety risks that may be posed by the pipeline work. The audit will investigate Columbia of
Massachusetts' operations in the Lawrence Division and other service territories as appropriate, either independently or as part of the statewide gas safety
assessment already underway. Estimates for the cost of this work are included in the estimated ranges of loss noted below, which is discussed in "- D. Other
Matte$ - Greater Lawrence Incident Restoration"below. Also in October 2019, the Massachusetts DPU issued three additional orders requiring: (1) daily leak
surveillance and reporting in areas where abandoned services are located, (2) completion by November 15,2019 of the work plan previously submitted describing
how Columbia ofMassachusetts will address the estimated 2,200 locations at which an inside meter set was moved outside the property as part ofthe abandoned
service work completed during the Greater Lawrence Incident restoration, and (3) submission ofa report by December 2, 2019 showing ary pattems, trends or
correlations among the noncompliant work related to the abandonment of service lines, gate boxes and curb boxes during the incident restoration.

On October 3,2019, the Massachusetts DPU notified Columbia of Massachusetts that, absent DPU approval, it is currently allowed to perform only emergency
work on its gas distribution system throughout its service territories in Massachusetts. The restrictions do not apply to Columbia ofMassachusetts'ongoing work
to address the previously identified issues with abandoned service lines and valve boxes in the Greater Lawrence, Massachusetts area. Columbia of Massachusetts
is subject to daily monitoring by the DPU on any work that Columbia of Massachusetts conducts in Massachusetts. Such restrictions on work remain in place until
modified by the DPU.

On October 25,2019, the Massachusetts DPU issued two orders opening public investigations into Columbia of Massachusetts. The Massachusetts DPU opened
the first proceeding under its authority to determine compliance with federal and state pipeline safety laws and regulations, and will investigate Columbia of
Massachusetts'responsibility for and response to the Greater Lawrence Incident and its restoration efforts following the incident. The Massachusetts DPU opened
the second proceeding under its authority to determine whether a gas distribution company has violated established standards regarding acceptable performance for
emergency preparedness and restoration of service, and will investigate efforts by Columbia of Massachusetts to prepare for and restore service following the
Greater Lawrence Incident. Separate penalties are applicable under each exercise of authority.

Columbia ofMassachusetts is cooperating with the investigations set forth above, the outcomes ofwhich are uncertain at this time.

Massachusett Legislative Matters. In December 2018, the President of Columbia of Massachusetts testified before a joint state legislative committee on
telecommunications, utilities and energy with other industry officials about gas system safety in Massachusetts andregulatory oversight. Increased scrutiny related
to thsse matters, including additional legislative oversight hearings and new legislative proposals. is expected to continue during the current two-year legislative
session.

On December 31, 2018, the Massachusetts Govemor signed into law legislation requiring a certihed professional engineer to review and approve gas pipeline
work that could pose a "material risk" to public safety, consistent v/ith the NTSB's recommendation. The Massachusetts DPU has issued interim guidelines and
the existing moratorium has been lifted. The DPU issued an Order Opening Inquiry (Notice of Inquiry) on March 18, 2019, and Columbia of Massachusetts has
submitted comments.

Legislative hearings in Massachusetts related to proposed legislation on natural gas matters are expected to take place during the fourth quarter of 2019. In
addition, the Joint Committee on Telecommunications, Utilities and Energy is expected to conduct a hearing on natural gas safety in November 2019.

U.S. Department of fustice Investigation. The Company and Columbia of Massachusetts are subject to a criminal investigation related to the Greater Lawrence
lncident that is being conducted under the supervision ofthe U.S. Attomey's Office for the District ofMassachusetts. The initial grandjury subpoenas were served
on the Company and Columbia of Massachusetts on September 24, 2018. The Company and Columbia of Massachusetts are cooperating with the investigation.
We are unable to estimate the
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amount (or range ofamounts) ofreasonably possible losses associated with any civil or criminal penalties that could be imposed on the Company or Columbia of
Massachusetts as a result ofthis investigation.

U.S. Congressional Activity.In November 2018, executives of the Company and Columbia of Massachusetts testified at a U.S. Senate hearing regarding the
Greater Lawrence Incident and natural gas pipeline safety.

On September 30, 2019, the U.S. Pipeline SafetyAct expired. There is no effect on PHMSA's authority. Action on past re-authorization bills has extended past the
expiration date. Pipeline safety jurisdiction resides with the U.S. Senate Commerce Committee, and is divided between two committees in the U.S. House of
Representatives (Energy and Comrnerce, and Transportation and Infrastructure). Legislative proposals are currently in various stages of committee development
and the timing of further action is uncertain. Certain legislative proposals, if enacted into law, may increase costs for natural gas industry companies, including the
Company and Columbia of Massachusetts.

SEC Investigation On February Il, 2019, the SEC notified the Company that it is conducting an investigation ofthe Company related to disclosures made prior
to the Greater Lawrence Incident. We are cooperating with the investigation.

Private Actions. Various lawsuits, including several purported class action lawsuits, have been filed by various affected residents or businesses in Massachusetts
state courts against the Company and/or Columbia ofMassachusetts in connection with the Greater Lawrence Incident. A special judge has been appointed to hear
all pending and future cases and the class actions have been consolidated into one class action. On January 14,2019, the specialjudge granted the parties'joint
motion to stay all cases until April 30, 2019 to allow mediation, and the parties subsequently agreed to extend the stay until luly 25,2019. The class action lawsuits
allege varying causes of action, including those for strict liability for ultra-hazardous activity, negligence, private nuisance, public nuisance, premises liability,
trespass, breach ofwananty, breach ofcontract, failure to wam, unjust enrichment, consumer protection act claims, negligent, reckless and intentional infliction of
emotional distress and gross negligence, and seek actual compensatory damages, plus treble damages, and punitive damages.

On July 26, 2019, the Company, Columbia ofMassachusetts and NiSource Coqporate Services Company, a subsidiary ofthe Company, entered into a term sheet
with the class action plaintiffs under which they agreed to settle the class action claims in connection with the Greater Lawrence Incident. Columbia of
Massachusetts agreed to pay $143 million into a settlement fund to compensate the settlement class and the settlement class agreed to release Columbia of
Massachusetts and affiliates from all claims arising out ofor related to the Greater Lawrence Incident. The following claims are not covered under the proposed
settlement because they are not part ofthe consolidated class action: (l) physical bodily injury and wrongful death; (2) insurance subrogation, whether equitable,
contractual or otherwise; and (3) claims arising out of appliances that are subject to the Massachusetts DPU orders. Emotional distress and similar claims are
covered under the proposed settlement unless they are secondary to a physical bodily injury. The settlement class is defined under the term sheet as all persons and
businesses in the three municipalities of Lawrence, Andover and North Andover, Massachusetts, subject to certain limited exceptions. The motion for preliminary
approval and the settlement documents were filed on September 25,2019. The preliminary approval court hearing was held on October 7,2019 and the court
issued an order granting preliminary approval ofthe settlement on October 11,2019. The proposed settlement is subject to final court approval, and a hearing is
scheduled for February 27,2020.

Many residents and business owners have submitted individual damage claims to Columbia of Massachusetts. We also have received notice from three parties
indicating an intent to assert wrongful death claims. In Massachusetts, punitive damages are available in a wrongful death action upon proofof gross negligence or
willful or reckless conduct sausing the death. In addition, the Commonwealth of Massachusetts is seeking reimbursement from Columbia of Massachusetts for its
expenses incurred in connection with the Greater Lawrence lncident. The outcomes and impacts ofsuch private actions are uncertain at this time except as set forth
below.

We are discussing potential settlements with plaintiffs asserting certain bodily injury and wrongful death claims. On April 25,2019, we entered into a settlement
agreement with certain ofthese plaintiffs involving bodily injury claims, subject to certain conditions, including court approval. On July 3, 2019, we entered into a

settlement with one of the parties that indicated an intent to assert a wrongful death claim. On September 25,2019, we entered into another settlement with a party
that indicated an intent to assert a wrongful death claim.

On May 7,2019, Columbia of Massachusetts and the municipalities of Lawrence, Andover and North Andover jointly announced that they reached a settlement
for expenses incuned by the municipalities in connection with the Greater Lawrence Incident, and for compensating the municipalities to repave affected streets,
roadways and sidewalks.
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Financial Impact We estimate that total costs related to third-party claims resulting from the incident will range from$995 million to $ 1 ,020 million, depending

on the final outcome ofongoing reviews and the number, nature, and value ofthird-parfy claims. These costs include, but are not limited to, personal injury and
property damage claims, damage to infrastructure, and mutual aid payments to other utilities assisting with the restoration effort. These costs related to third-party
claims do not inchrde costs of certain third-party claims that we are not able to estimate, nor do they include non-claims related expenses resulting from the

incident and the estimated capital cost of the pipeline replacement, which are set forth in " - D. Other Matters - Greater Lawrence Incident Restoration" and "-
Greater Lawrence Incident Pipeline Replacement," respectively, below.

The process for estimating costs associated with third-party claims relating to the Greater Lawrence Incident requires management to exercise significantjudgment
based on a number of assumptions and subjective factors. As more information becomes known, including additional information regarding ongoing
investigations, management's estimates and assumptions regarding the financial impact ofthe Greater Lawrence Incident may change. The increase in estimated
total costs related to third-party claims from those disclosed in our Form 10-K for the year ended December 31, 2018 resulted primarily from receiving additional
information regarding legal claims and the required scope oft}le restoration work inside the affected homes.

It is not possible at this time to reasonably estimate the total amount of any expenses associated with govemment investigations and fines, penalties or settlements
with certain govemmental authorities, including the Massachusetts DPU and other regulators, that we may incur in connection with the Greater Lawrence Incident.
Therefore, the foregoing amounts do not include estimates ofthe total amount that we may incur for any such fines, penalties or settlements.

The aggregate amount ofthird-party liability insurance coverage available for losses arising from the Greater Lawrence Incident is$800 million. Total expenses
related to the incident have exceeded the total amount of insurance coverage available under our policies. While a substantial amount of expenses related to the

Greater Lawrence Incident has ah'eady been recovered lrom insurance carriers, a few insurers providing liability insurance to the Company or Columbia of
Massachusetts continue to review our claim under the terms and conditions ofthe respective insurance policies. We are not able to estimate the amount of expenses

that will not be covered by insurance, but these amounts are material to our financial statements. Certain types ofdamages, expenses or claimed costs, such as ltnes
or penalties, may be excluded under the policies.

Refer to "- D. Other Matters - Greater Lawrence Incident Restoration," below for a summary of third-party claims-related expense activity and associated

insurance recoveries recorded since the Greater Lawrence Incident.

In addition, we are party to ceftain other claims and legal proceedings arising in the ordinary course of business, none of which is deemed to be individually
material at this time.

Due to the inherent uncertainty of litigation, there can be no assurance that the resolution of any particular claim or proceeding related to the Greater Lawrence
Incident or otherwise would not have a material adverse effect on our results of operations, financial position or liquidity. If ons or more of such matters were
decidcd against us, the effects could be material to our results of operations in the period in which we would be required to record or adjust the related liability and
could also be material to our cash flows in the periods that we would be required to pay such liability.

C. Environmental Mrtters. Our operations are subject to environmental statutes and regulations related to air quality, water quality, hazardous waste and solid
waste. We believe that we are in substantial compliance with the environmental regulations currently applicable to our operations.

It is management's continued intent to address environmental issues in cooperation with regulatory authorities in such a manner as to achieve mutually acceptable
compliance plans. However, there can be no assurance that fines and penalties will not be incuned. Management expects a significant portion of environmental
assessment and remediation costs to be recoverable through rates for certain of our cornpanies.

As ofSeptember 30,2019 andDecember 31,2018, we had recorded a liability of$107.5 million and$101.2 million, respectively, to cover environmental
remediation at various sites. The current portion of this liability is included in "Legal and environmental" in the Condensed Consolidated Balance Sheets

(unaudited). The noncurrent portion is included in "Other noncurrent liabilities". We recognize costs associated with environmental remediation obligations when
the incurrence ofsuch costs is probable and the amounts can be reasonably estimated. The original estimates for remediation activities may differ materially from
the amount ultimately expended. The actual fuhue expenditures depend on many factors, including currently enacted laws and regulations, the nature and extent of
impact and the method of remediation. These expenditures are not currently estimable at some sites. We periodically adjust our liability as information is collected
and estimates become more refined.
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Electric Operations'compliance estimates disclosed below are reflective of NIPSCO's Integrated Resource Plan submitted to the IURC on October 31, 2018. See
section D, "Other Matters NIPSCO 2018 Integrated Resource Plan," below for additional information.

Air
Future legislative and regulatory programs could significantly limit allowed GHG emissions or impose a cost or tax on CHG emissions. Additionally, rules that
increase methane leak detection, require emission reductions or impose additional requirements for natural gas facilities could restrict GHG emissions and impose
additional costs. We carefully monitor all GHG reduction proposals and regulations.

CPP and ACE Rzles. On July 8, 2019, the EPA published the final ACE rule and repealed the CPP. The ACE rule establishes emission guidelines for states to use
when developing plans to limit carbon dioxide at coal-fired electric generating units based on heat rate improvement measures. The coal-fired units at NIPSCO's
R.M. Schahfer Generating Station and Michigan City Generating Station are potentially affected sources, and compliance requirements for these units which
NIPSCO plans to retire by 2023 and2028, respectively, will be determined by future Indiana rulemaking. TheACE rule notes that states have "broad flexibility in
setting standards ofperformance for designated facilities" and that a state may set a "business as usual" standard for sources that have a remaining useful life "so
short that imposing any costs on the electric generating unit is unreasonable." State plans are due by 2022, and the EPA will have six months to determine
completeness and then one additional year to determine whether to approve the submitted plan. States have the discretion to determine the compliance period for
each source. As a result, NIPSCO will continue to monitor this matter and cannot estimate its impact at this time.

Waste
CERCLA, Our subsidiaries are potentially responsible parties at waste disposal sites under the CERCLA (commonly known as Superfund) and similar state laws.
Uuder CERCLA, each potentially responsible party can be heldjointly, severally and strictly liable for the remediation costs as the EPA, or state, can allow the
parties to pay for remedial action or perform remedial action themselves and request reimbursement from the potentially responsible parties. Our affiliates have
retained CERCLA environmental liabilities, including remediation liabilities, associated with certain cunent and former operations. These liabilities are not
material to the Condensed Consolidated Financial Statements (unauditefi.

MGP. A program has been instituted to identiry and investigate former MGP sites where Gas Distribution Operations subsidiaries or predecessors may have
liability. The program has identified 63 such sites where liability is probable. Remedial actions at many of these sites are being overseen by state or federal
environmental agencies through consent agreements or voluntary remediation agreements.

We utilize a probabilistic model to estimate our future remediation costs related to MGP sites. The model was prepared with the assistance of a third party and
incorporates our experience and general industry experience with remediating MGP sites. We complete an annual refresh of the model in the second quarter of
each fiscal year. No material changes to the estimated future remediation costs were noted as a result ofthe refresh completed as ofJune 30,2019. Our total
estimated liability related to the facilities subject to remediation was $103.9 million and $97.5 million at September 30, 2019 and December 31, 2018, respectively.
The liability represents our best estimate of the probable cost to remediate the facilities. We believe that it is reasonably possible that remediation costs could vary
by as much as $20 million in addition to the costs noted above. Remediation costs are estimated based on the best available information, applicable remediation
standards at the balance sheet date and experience with similar facilities.

CCXs On April 17,2015, the EPA issued a final rule for regulation of CCRs. The nrle regulates CCRs under the RCRA Subtitle D, which determines them to be
nonhazardous. The rule is implemented in phases and requires increased groundwater monitoring, reporting, recordkeeping and posting ofrelated information to
the Intemet. The rule also establishes requirements related to CCR management and disposal. The rule allows NIPSCO to continue its byproduct beneficial use
program.

To comply with the rule, NIPSCO incurred capital expenditures to modifu its infrastructure and manage CCRs. The CCR rule also resulted in revisions to
previously recorded legal obligations associated with the retirement of certain NIPSCO facilities. The actual asset retirement costs related to the CCR rule may
vary substantially from the estimates used to record the increased asset retirement obligation due to the uncertainty about the compliance strategies that will be
used and the preliminary nature of available data used to estimate costs. As allowed by the EPA, NIPSCO will continue to collect data over time to determine the
specific compliance solutions and associated costs and, as a result, the actual costs may vary. NIPSCO has filed initial CCR closure plans for R.M. Schahfer
Generating Station and Michigan City Generating Station with the Indiana Departrnent of Environmental Management.
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Water
EIG. On November 3, 2015, the EPA issued a final rule to amend the ELG and standards for the Steam Electric Power Generating category. The final rule became

effective January 4, 2016. Based upon a preliminary study ofthe November 3,2015 final rule, capital compliance costs were expected to be approximately $170
million. The EPA is expected to release a draft ELG reconsideration rule in 2019. However, NIPSCO does not anticipate material ELG compliance costs based on

the prefened option announced as part ofNIPSCO's 2018 Integrated Resource Plan (discussed below).

D. Other Matters.

NIPSCO 2018 Integrated Resource P/ar. Multiple factors, but primarily economic ones, including low natural gas prices, advancing cost effective renewable

technology and increasing capital and operating costs associated with existing coal plants, have led NIPSCO to conclude in its October 2018 Integrated Resource

Plan submission that NIPSCO's current fleet of coal generation facilities will be retired earlier than previous Integrated Resource Plan's had indicated.

The Integrated Resource Plan evaluated demand-side and supply-side resource altematives to reliably and cost effectively meet NIPSCO customem' future energy

requirements over the ensuing 20 years. The prefened option within the Integrated Resource Plan retires R.M. Schahfer Generating Station (Units 14, 15, 17, and

18) by 2023 and Michigan City Generating Station (Unit 12)by 2028. These units represent 2,080 MW of generating capacity, equal to 72% of NIPSCO's

remaining generating capacity (and 100% of NIPSCO's remaining coal-fired generating capacity) after the retirement of Bailly Units 7 and 8 on May 31,2018.

The current replacement plan includes renewable sources ofenergy, including wind, solar, and battery storage to be obtained through a combination ofMPSCO
ownership and PPAs.

In January 2019, NIPSCO executed two 20 year PPAs to purchase 100% ofthe output from renewable generation facilities at a fixed price per MW. The facilities
supplying the energy will have a combined nameplate capacity of approximately 700 MW. NIPSCO's purchase requirement under the PPAs is dependent on
satisfactory approval ofthe PPAs by the IURC. NIPSCO submitted the PPAs to the ILIRC for approval in February 2019 and the IURC approved the PPAs on June

5,2019. Payments under the PPAs will not begin until the associated generation facilities are constructed by the owner / seller which is currently scheduled to be

complete by the end of2020 for one facility and by the end of202l for the other facility.

Also in January 2019, NIPSCO executed a BTA with a developer to construct a renewable generation facility with a nameplate capacity ofapproximately 100

MW. Once complete, ownership of the facility would be transferred to a partnership owned by NIPSCO, the developer and an unrelated tax equity partner. The
aforementioned partnership structure will result in full NIPSCO ownership after the PTC are monetized from the project (approximately 10 years after the facility
goes into service). NIPSCO's purchase requirement under the BTA is dependent on satisfactory approval of the BTA by the IURC, successful execution of an

agreement with a tax equity partner and timely completion of construction. NIPSCO submitted the BTA to the IURC for approval in February 2019 and the IURC
approved the BTA on August 7, 2019. Required FERC filings occurred after receiving the IURC order. Construction ofthe facility is expected to be completed by
the end of2020.

On October l, 2019, NIPSCO announced the opening of its next round of RFP to consider potential resources to meet the future electric needs of its customers.

NIPSCO is considering all sources in the RFP process, which closes on November 20, 2019.

In October 2019, NIPSCO executed a BTA with a developer to construct an additional renewable generation facility with a nameplate capacity of approximately
300 MW. NIPSCO submitted the BTA to the IURC for approval on October 22, 2019. In this submission, NIPSCO requested the issuance of an order from the
IURC by the end ofFebruary 2020. Construction ofthis facility is expected to be completed by the end of202l.The ownership structure and preconditions for
NIPSCO's purchase requirement are similar to that ofthe BTA executed in January of2019 (discussed above).

Greater Lawrence Incident Restoration. In addition to the amounts estimated for third-party claims described above, we estimate we will incur other incident-
related costs totaling between $430 million and $440 million, depending on the incurrence offuture restoration work. Such costs include certain consulting costs,

vendor costs, claims center costs, labor and related expenses incuned in connection with the incident and insurance-related loss surcharges. The amounts set forth
above do not include the estimated capital cost of the pipeline replacement, which is set forth below in - D. Other Matters - Greater Lawrence Pipeline
Replacement." The increase in estimated total incident-related expenses from those disclosed in our Form 10-K for the year ended December 31, 2018 resulted
primarily from receiving additional information regarding the restoration work required to be completed and the extended period of time over which the restoration
work would take place, higher than anticipated costs from vendors, expenses associated with govemment investigations, the incurrence of insurance-related loss

surcharses and increased estimates for consultants and claim center costs.
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As discussed in - B. Legal Proceedings, the aggregate amount ofthird-party liability insurance coverage available for losses arising from the Greater Lawrence
Incident is $800 million. Expenses related to the incident have exceeded the total amount ofinsurance coverage available under our policies. While a substantial
amount of expenses related to the Greater Lawrence Incident has already been recovered from insurance, a few insurers providing liability insurance to the
Company or Columbia of Massachusetts continue to review orr claim under the terms and conditions of the respective insurance policies. We are not able to
estimate the amount of expenses that will not be covered by insurance, but these amounts are material to our financial statements. Certain types of damages,
expenses or claimed costs, such as fines or penalties, may be excluded under the policies.

The following table summarizes expenses incurred and insurance recoveries recorded since the Greater Lawrence Incident. This activity is presented within
"Operation and maintenance" in our Condensed Statements ofConsolidated Income (Loss) (unaudited).

Year Ended
Three Months Nine Months

Ended Ended

(in millions) December 31. 2018 September 30,2019 lncident to Date

Third-party claims

Other incident-related costs

tJt
266

r$
20

238 S

122

99s

388

Total

Insurance recoveries recorded

1,023

(135)

2l 360

(s3s)

1,383

(670)

Impact to operation and maintenance expense 888 21 $ (17s) $

The following table presents activity related to our Greater Lawrence Incident insurance receivable. These balances are presented within "Accounts receivable" in
our Condensed Consolidated Balance Sheets (unaudited):

(in millions)
Insurance
receivable

I ta

Balance, December 31, 2018

Insurance recoveries recorded in first quarter of 20 I 9

Cash collected from insurance recoveries in the first quarter of 20 1 9

130

100

(108)

Balance, March 31,2019

Insurance recoveries recorded in the second quarter of20l9
Cash collected from insurance recoveries in the second ouarter of20l9

122

435

(2e7)

Balance, June 30,2019 260

Insurance recoveries recorded in third quarter of 2019

Cash collected from insurance recoveries in the third ouarter of2019 Q60)

Balance, September 30, 2019

We are cunently unable to predict the timing or amount of future insurance recoveries in excess of the recoveries recorded as ofieptember 30, 2019.

Greater Lawrence Pipeline Replacement.In connection with the Greater Lawrence Incident, Columbia of Massachusetts, in cooperation with the Massachusetts

Governor's offrce, replaced the entire affected 45-mile cast iron and bare steel pipeline system that delivers gas to approximatelf,50O gas meters, the majority of
which serve residences and approximately 700 of which serve businesses impacted in the Greater Lawrence Incident. This system was replaced with plastic
distribution mains and service lines, as well as enhanced safety features such as pressure regulation and excess flow valves at each premise. At the request ofthe
Massachusetts DPU, which was instructed by the Massachusetts Govemor through his executive authority under a state of emergency, Columbia of Massachusetts

hired an outside contractor to serve as the Chief Recovery Officer for the Greater Lawrence Incident, responsible for command, control and communications.
Columbia of Massachusetts restored gas sewice to nearly all homes and workplaces in December 2018. With the restoration and recovery efforts substantially
complete and the service ofthe Chief Recovery Officer completed, the next phase ofthe effort, Phase II, was managed by Columbia ofMassachusetts under the
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third party oversight ofa Massachusetts-based engineering firm. Columbia ofMassachusetts announced that Phase II was substantially complete onAugust 15,

2019. See "- B. Legal Proceedings" for additional information.

Since the Greater Lawrence Incident and throughSeptember 30,2019, we have invested approximately$255 million ofcapital spend for the pipeline replacement.
We estimate this replacement work will ultimately cost between $255 million and $260 million. We maintain property insurance for gas pipelines and other
applicable property in the approximate amount of $300 million. Columbia of Massachusetts has filed a proof of loss with its property insurer for the full cost of the
pipeline replacement. The recovery of any capital investment not reimbursed through insurance will be addressed in a future regulatory proceeding. The outcome
of such a proceeding is uncertain. In accordance with ASC 980-360, if it becomes probable that a portion of the pipeline replacement cost will not be recoverable
through customer rates and an amount can be reasonably estimated, we will reduce our regulated plant balance for the amount ofthe probable disallowance and
record an associated charge to eamings. This could result in a material adverse effect to our financial condition, results of operations and cash flows. Additionally,
ifa rate order is received allowing recovery of the investment with no or reduced refum on investment, a loss on disallowance may be required.

In addition, we have committed to a capital investment program to install over-pressurization protection devices on all of our low-pressure systems as described
above in "-B. Legal Proceedings." These devices operate like circuit-breakers, so that ifoperating pressure is too high or too low, regardless ofthe cause, they are

designed to immediately shut down the supply of gas to the system. The program also includes installing remote monitoring devices on all low-pressure systems,
enabling gas control centers to continuously monitor pressure at regulator stations. In addition, we have conducted a field survey of all regulator stations and
initiated an engineering review of those regulator stations; we are verifying and enhancing our maps and records of low-pressure regulator stations; and we
initiated a process so that our personnel will be present whenever excavation work is being done in close proximity to a regulator station.
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17. Accumulated Other Comprehensive Income (Loss)

The following tables display the components of Accumulated Other Comprehensive Income (Loss)

Three Months Ended September 30, 20 19 (in nillions)
Gains and Losses on

$s6ayifi95{t)
Gains and Losses on
Cash Flow Hedgestr)
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Accumulrted
Other

Pension and OPEB Comprehensive
Items(r) Loss(r)

Balance as ofJuly 1,2019 2-) (62.8) $ (20.5) S (80.8)

Other comprehmsive income (loss) before reclmsifications

Amounts reclassified from accumulated other comorehensive income (loss)

0.9

(0.2)

(50 7)

0.1 0.2

(4e.6)

0.1

Net ctment-period other comprehensive income (loss) 0.40.'1 (50.6) (49.5)

Belance as of September 30, 2019 (il3.4) $ (20.1) $ (130.3)

(rAIl amouts are net of tax. Amounts in oarentheses indicate debits

Nine Months Ended September 30, 20 I 9 (in nillions)
Galns and Losses on Gains and Losses on

Securities(r) Cash Flow Hedgestr)

Accumulrted
Other

Penslon and OPEB Comprehensive
Items(l) Loss{l)

Balmce m ofJanuary 1,2019 $ (2.4) $ (13.0) $ (21.8) $ (37.2\

Other comprehensive income (loss) before reclassifications

Amounts reclmsified from accumulated other conorehensive income (loss)

J.v

(0.3)

(100.s)

0.1

(e3.e)

0.8

0.7

1.0

Net curent-period other comprehensive income (loss) ).o (r00.4) 1.7 (e3. r)

Brlance rs ofseptember 30, 2019 3.2 (113.4) $ (20.1) $ (130.3)
(rAll amounts ile net of tax. Amomts in Dtrentheses indicate debits.

Three Months Ended September 30, 20 18 (in nilliots)
Gains and Losses on Gains and Losses on

Scuritieso) Cash F)ow Hedges{r)

Accumulat€d
Other

Pension and OPEB Comprehensive
Items(r) Income (Loss)(r)

Balance m of July. 1, 2018 $ (2.2\ S (1.7) $ (17.0) $ (20.e)

Other comprehensive income before reclrusifications

Amounts reclassified &om accumulated other comprehensive income 0.1

2t.6

0.9

1.0

(0.2)

22.6

0.8

Net cment-period other comprehensrve rncome 0.80.1 22.5

Balmce s ofseptember 30, 2018 (z.t) $ 20.8 $ (16.2) $ 2.5

(r)All mouts de net of tu. Amounts in ouentheses indicate debits

Nine Months Ended September 30, 201 8 (in ni llions)
Gains and Losses on Gains and Losses on

Securltles{I) Crsh Flow Hedges(r)

Accumulated
Other

Pension and OPEB Conprehensive
Items(r) Income (Loss)(r)

Balance as ofJanuary 1, 20 I 8 $ 0.2 s (2e.4) s (14.2) $ (43.4)

Other comprehensive income (loss) before reclilsifications

Amounts reclassified from accumulated other comprehensive income (loss)

(2.s)

o.z

70.8

(14.3)

1.0

0.2

69.3

( l3.e)

Net cunentperiod other comprehensive income (loss) (2.3) 56.5 55.4t.2

Reclcsification due to adoption ofASU 2018-02 (6.3) (3.2) (e.5)

Balmce as ofSeptember 30. 2018 (2.1) $ 20.8 S (16.2) $ 2.5

(r)All mounts ue net of tax. Amounts in ouentheses indicate debits.
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18. Other, Net

Three Months Ended
September 30,

Nine Months Ended
September 30,

(in millions) 2018 2019 2018

Interest income

AFUDC equity

Charitable contributions

Pension and other postretirement non-service cost

Interest rate swap settlement gain

Miscellaneous

2.r $

2.9

(1.1)

(2.8)

0.2

1.4 $

).u

(l 1.1)
1A

0.6

5,4 $

7.1

(4.0)

(8.7)

0.5

A1

12.6

(13.e)

14.7

2t.2
J.O

Total Other, net 1.3 $ (r.7) $ 0.3 $ 42.4

19. Business Segment Information

At September 30,2019, our operations are divided intotwo prirnary reportable segments. The Gas Distribution Operations segment provides natural gas service

and transportation for residential, commercial and industrial customers in Ohio, Pennsylvania, Virginia, Kentucky, Maryland, Indiana and Massachusetts. The

Electric Operations segment provides electric service in 20 counties in the northern part of Indiana.

The following table provides information about our business segments. We use operating income as our primary measurement for each of the reported segments

and make decisions on finance, dividends and taxes at the corporate level on a consolidated basis. Segment revenues include intersegrnent sales to affiliated
subsidiaries, which are eliminated in consolidation. Affiliated sales are recognized on the basis of prevailing market, regulated prices or at levels provided for
under contractual agreements. Operating income is derived from revenues and expenses directly associated with each segment.

Three Months Ended
Septernber 30,

Nine Months Ended
September 30,

(in millions) 2019 2018 2019 2018

Operating Revenues

Gas Distribution Operations

Unaffiliated

Intersesment

463.6 $

3.3

418.6 $

J.J

2,506.2 S

9.9

2,347.8

9.8

Total 466.9 421.9 2,516,1 2,357.6

Electric Operations

Unaffiliated

Intersegment

467.7

0.2

476.2

0.2

1,304.9

0.6

1,304.4

0.6

Total 467.9 476.4 1,305.5 1,305.0

Corporate and Other
Unaffiliated

Intersegment

0.2

116.9

0.2

116.4

0.6

342.2

u.o

346.6

Total tt7.l I16.6 )+t.z

Eliminations (r20.4) (r le.e) Qsz.7) (357.0)

Consolidated Operating Revenues 931.s S 895.0 $ 3,811.7 $ 3,6s2.8

Operating Income (Loss)

Gas Distribution Operations

Electric Operations

Comorate and Other

(48.6) $

t40.7

(1.1)

(4ss.2) $

134.9

4.4

605.8 $

321.4

1.5

(e4.4)

300.4

(2.e)

Consolidated Operating Income (Loss) 91.0 $ (315.e) $ 928.7 $ 203.1
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EXECUTIVE SUMMARY

This Management's Discussion and Analysis of Financial Condition and Results of Operations (1\{anagement's Discussion) analyzes our financial condition,
results ofoperations and cash flows and those ofour subsidiaries. It also includes management's analysis ofpast financial results and certain potential factors that
may affect future results, potential future risks and approaches that may be used to manage those risks. See "Note regarding forwardJooking statements" at the

beginning of this report for a list of factors that may cause results to differ materially.

Management's Discussion is designed to provide an understanding of our operations and financial performance and should be read in conjunction with our Annual
Report on Form 10-K for the fiscal year ended December 31, 2018.

We are an energy holding company under the Public Utility Holding Company Act of 2005 whose subsidiaries are fully regulated natural gas and electric utility
companies serving customers in seven states. We generate substantially all of our operating income through these rate-regulated businesses which are summarized
for financial reporting purposes into two primary reportable segments: Gas Distribution Operations and Electric Operations.

Refer to the "Business" section of our Annual Report on Form 10-K for the fiscal year endedDecember 31, 2018 for further discussion of our regulated utility
business segments.

Our goal is to develop strategies that benefit all stakeholders as we address changing customer conservation pattems, develop more contemporary pricing structures
and embark on long-term investment programs. These strategies are intended to improve reliability and safety, enhance customer service and reduce emissions
while generating sustainable retums. Additionally, we continue to pursue regulatory and legislative initiatives that rvill allow residential customcrs not currently on

our system to obtain gas service in a cost effective manner.

Greater Lawrence Incident: The Greater Lawrence Incident occuned on September 13, 2018. The following table summarizes expenses incurred and insurance

recoveries recorded since the Greater Lawrence Incident. The amounts set forth in the table below do not include the estimated capital cost of the pipeline
replacement described below and as set forth in Note 16- D, "Other Matters - Greater Lawrence Pipeline Replacement," in the Notes to Condensed Consolidated
Financial Statements (unaudited).

Year Ended
Three Months Nine Months

Ended f,nded

(in millions) December 31.2018 September 30, 2019 Incident to Date

Third-party claims

Other incident-related costs

757

266

$ r$ 238S 99s

20 122 388

Total

Insurance recoveries recorded

I ntl
(r35)

2t 360

(s3s)

1,383

(670)

Total 2r$ (17s) $ I t5

Including the$757 million recorded during 2018, we estimate that total costs related to third-party claims as set forth in Notd6, "Other Commitments and
Contingencies - B. Legal Proceedings," will range from $995 million to $1,020 million, depending on the final outcome ofongoing reviews and the number, nature
and value of third-party claims. We expect to incur a total of $430 million to $440 million in other incident-related costs, inclusive of the $266 million recorded
during 2018 as set forth in Note 16, "Other Commitments and Contingencies - D. Other Matters .

We also expect to incur other expenses, including expenses associated with government investigations and fines, penalties or settlements with govemmental
authorities in connection with the Greater Lau,rence Incident, the amounts, timing and tax deductibility of which cannot be estimated at this time.

888
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The following table presents activity related to our Greater Lawrence Incident insurance receivable. These balances are presented within "Accounts receivable" in
our Condensed Consolidated Balance Sheets (unaudited):

(in millions)
Insurance
receivable

Balance, December 31, 2018

Insurance recoveries recorded in first quarter of 2019

Cash collected from insurance recoveries in the first quarter of2019

130

100

(108)

Balance, March 31,2019

Insurance recoveries recorded in the second quarter of20l9
Cash collected from insurance recoveries in the second ouarter of20l9

Balance, June 30, 2019 260

Insurance recoveries recorded in the third quarter of20l9
Cash collected from insurance recoveries in the third quarter of20l9 (260)

Balance, September 30, 2019

We are cunently unable to predict the timing or amount of future insurance recoveries in excess ofthe recoveries recorded as o6eptember 30, 2019.

Since the Greater Lawrence Incident and throughSeptember 30,2019, we have invested approximately$255 million ofcapital spend for the pipeline replacement.
We estimate this replacement work will ultimately cost between $255 million and $260 million. We maintain property insurance for gas pipelines and other
applicable property in the approximate amount of $300 million. Columbia of Massachusetts has filed a proof of loss with its property insurer for the full cost of the
pipeline replacement. The recovery ofany capital investment not reimbursed through insurance will be addressed in a future regulatory proceeding. The outcome
of such a proceeding is uncertain. If at any point Columbia of Massachusetts concludes it is probable that any portion of this capital investment is not recoverable
through customer rates, that portion of the capital investment, if estimable, would be immediately charged to eamings.

Refer to Note 16-8 and D, "Legal Proceedings" and "Other Matters," in the Notes to Condensed Consolidated Financial Statements (unaudited), "Summary of
Consolidated Financial Results," "Results and Discussion of Segment Operation - Gas Distribution Operations," and "Liquidity and Capital Resources" in this
Management's Discussion for additional information related to the Greater Lawrence Incident.

Summary of Consolidated Financial Results

Our operations are affected by the cost ofsales. Cost ofsales for the Gas Distribution Operations segment is principally comprised ofthe cost ofnatural gas used
while providing transportation and distribution services to customers. Cost of sales for the Electric Operations segment is comprised of the cost of coal, related
handling costs, natural gas purchased for the intemal generation of electricity at NIPSCO and the cost ofpower purchased from third-party generators ofelectricity.

The majority ofthe cost ofsales are tracked costs that are passed through directly to the customer, resulting in an equal and offsetting amount reflected in operating
revenues. As a result, we believe net revenues, a non-GAAP financial measure defined as operating revenues less cost of sales (excluding depreciation and
amortization), provides management and investors a useful measure to analyze profitability. The presentation of net revenues herein is intended to provide
supplemental information for investors regarding operating performance. Net revenues do not intend to represent operating income, the most comparable GAAP
measure, as an indicator ofoperating performance and are not necessarily comparable to similarly titled measures reported by other companies.

122

435

(2e7)
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NiSource Inc.

For the three and nine months endedSeptember 30, 2019 and 2018, operating income and a reconciliation ofnet revenues to the most directly comparable GAAP
measure, operating income, was as follows:

Three Months Ended September 30, Nine Months Ended September 30.

(in millions) 2019 2018 2019 vs.20l8 2019 2018 2019 vs. 2018

Operating Income (Loss) 91.0 $ (315.9) S 406.9 928.7 S 203.t s 725.6

Three Months Ended September 30, Nine Months Ended September 30,

(in nillions, except per share amounts) 2019 2018 2019 vs.2018 2019 2018 2019 vs.20l8

Operating Revenues

Cost ofSales (excluding depreciation and amortization)

931.5

196.7

895.0 $

222.0

36.5 $

(25.3)

3,811.7

1,130.5

3,652.8 $ 158.9

1,259.7 {t29.2\
Total Net Revenues

Other Operating Expenses

734.8

643.8

673.0

988.9

61.8 $

(345.1)

2,68r.2

r,752.5

2,393.t $

2,190.0

288. I

(437.5)

Operating Income (Loss)

Total othef Deductions, net

Income Taxes

91.0

(e4.6)

(10.2)

(315.e)

(1 18.1)

(e4.s)

406.9

23.5

84.3

928.7

(28s.3)

121.0

203.1

(268.3)

(26.3)

725.6

(17.0)

t47.3

Net Income (Loss) 6.6 (33e.5) 346.1 522.4 (3E.9) 561.3

Prefened dividends

Net Income (Loss) Available to Common Shareholders

(13.8)

(7.21

(5.6)

(345.1)

(8.2) (4r.4)

481.0

(6.e)

(4s.8)

(34.5)

526.8

Basic Eamings (Loss) Per Share

Basic Average Common Shares Outstanding

(0.02) $

374.r

(0.e5) $

363.9

0.93 $

10.2

r.29 S

373.8

(0.13) $

352.1

1.42

2t.7

On a consolidated basis, we rcported a net loss to common shareholders of$7.2 million, or$0.02 per basic share for the tluee months endedseptember 30, 2019,
compared to net loss to comrnon shareholders of $345.1 million, or $0.95 per basic share for the same period in2018. The decrease in loss to common shareholders
during 2019 was primarily due to lower current period operating expenses related to the Greater Lawrence Incident, an increase in revenue due to new rates from
base rate proceedings and infrastructure replacement programs and a loss on early extinguishment oflong-term debt in 2018.

For the nine months ended September 30, 2019, we reported net income available to common shareholders of$481.0 million, or $1.29 per basic share compared to
net loss to common shareholders of $45.8 million, or $0.13 per basic share for the same period in 2018. Similar to the quarter-to-date period, the increase in income
available to common shareholders during 2019 was primarily due to lower current period operating expenses related to the Greater Lawrence Incident, insurance
recoveries recorded related to the Greater Lawrence Incident, new rates from base rate proceedings and infrastructure replacement programs and a loss on early
extinguishment oflong-term debt in 2018. These increases were partially offset by an interest rate swap settlement gain in 2018 and additional dilution in 2019
resulting from preferred stock dividend commitments.

Ooerating Income
For the three months ended September 30, 2019, we reported operating income of$91.0 million compared to an operating loss of$315.9 million for the same
period in 201 8. As noted above, the increase in operating income was primarily due to lower current period operating expenses related to the Greater Lawrence
lncident and new rates from base rate proceedings and infrastrucfure replacement proglams. These increases were partially offset by increased depreciation due to
the regulatory outcome ofNIPSCO's gas rate case, an increase in amortization of depreciation previously deferred as a regulatory asset resulting from Columbia of
Ohio's CEP, as well as capital expenditures being placed into service.

For thenine months endedSeptember 30,2019, we reported operating income of$928.7 million compared to operating income of$203.1 million for the same
period in 2018. In addition to the drivers described for the quarter{o-date period, operating income for the current year was aided by insurance recoveries recorded
related to the Greater Lawrence Incident.
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NiSource Inc.

Other Deductions. net
Other deductions, netreduced income by$94.6 million in thethird quarter of2019 compared to areduction in income of$118.1 million in the prior year. This
change is primarily due to loss on early extinguishment oflong-term debt of$33.0 million which was recorded in the third quarter of2018, partially offset by
higher interest expense of$12.4 million driven by decreased regulatory defenals from Columbia ofOhio's CEP.

Other deductions, net reduced income by $285.3 million during the nine months ended September 30, 2019 compared to a rcduction in income of$268.3 million in
the prior year. The change is primarily due to lower actuarial investment retums on pension and other postretirement benefit assets of $23.4 million, an increase in
interest expense of $20.4 million driven by decreased regulatory defenals from Columbia of Ohio's CEP and an interest rate swap settlement gain of $21 .2 million
recognized in the first quarter of20l8. These variances were partially offset by a loss ofearly extinguishment oflong-term debt of$45.5 million in 2018.

Income Taxes
For the three months endedSeptember 30,2019, the decrease in income tax benefit from 2018 to 2019 is primarily attributable to the decreased loss before income
taxes in the third quarter of2019, as well as a higher effective tax rate in 2019 due to the relative impact ofpermanent differences on lower pre-tax loss in 2019
compared to 2018.

For thenine months endedSeptember 30,2019, the increase in income tax expense from 2018 to 2019 is primarily attributable to the increased income before
income taxes, as well as a lower effective tax rate in 2019 due to the relative impact ofpermanent differences on higher pre-tax income in 2019 compared to 2018.

Refer to Note 1 l, "Income Taxes," in the Notes to Condensed Consolidated Financial Statements (unaudited) for information on income taxes and the change in
the effective tax rate.

Caoital Invesment
For thenine months endedSeptember 30,2019, we invested$I.3 billion in capital expenditures across our gas and electric utilities. These expenditures were
primarily aimed at furthering the safety and reliability ofour gas distribution system and maintaining our existing electric generation fleet.

We continue to execute on an estimated $30 billion in total projected long-term regulated utility infrastructue investments and expect to invest a total of
approximately $l.7 to $1.8 billion in capital during 2019 to continue to modernize and improve our system across all seven states.

Liouiditv
The enactment of the TCJA has and will continue to have an unfavorable impact on our liquidity in 2019. In addition, expenses related to the Greater Lawrence
Incident have exceeded the total amount of insurance coverage available under our policies which has unfavorably impacted liquidity. However, through income
generated from operating activities, amounts available under our short-term revolving credit facility, commercial paper program, accounts receivable securitization
facilities, term loan bonowings, long-term debt agreements and our ability to access the capital markets, we believe there is adequate capital available to fund our
operating activities, capital expenditures and the effects of the Greater Lawrence Incident in 2019 and beyond. As of September 30, 2019 and December 3 1,201 8,

we had $1,362.8 million and $974.6 million, respectively, ofnet liquidity available, consisting ofcash and available capacity under credit facilities.

These factors and other impacts to the financial results are discussed in more detail within the following discussions of "Results and Discussion of Segment
Operations" and "Liquidity and Capital Resources."

Reeulatorv Develooments
During the quarter endedSeptember 30,2019, we continued to move forward on core infrastructure and environmental investment programs supported by
complementary regulatory and customer initiatives across all seven states of our operating area. Refer to Note 6, "Regulatory Matters" and Note l6-D "Other
Matters," in the Notes to Condensed Consolidated Financial Statements (unaudited) for a complete discussion of key regulatory developments that have transpired
during 2019.

RESULTS AND DISCUSSION OF SEGMENT OPERATIONS

Presentation of Sesment Information
Our operations are divided into two primary reportable segments: Gas Distribution Operations and Electric Operations.
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NiSource Inc.
Gas Distribution Operations

For the three and nine months endedSeptember 30, 2019 and 201 8, operating income and a reconciliation of net revenues to the most directly comparable GAAP
measure, operating income, was as follows:

Three Months Ended September 30, Nine Months Ended September 30,

(in millions) 20t9 2018 2019 20182019vs.2018 2019 vs. 2018

Operating Income (Loss) (48.6) S (455.2) $ 406.6 $ 605.8 (e4.4) $ 700.2

Three Months Ended September 30, Nine Months Ended September 30,

(in millions) 2019 2018 2019 201 82019 vs.20l8 2019 vs.2018

Net Revenues

Operating Revenues $

Less: Cost of sales (excluding depreciation
and amortization)

466.9 421.9

6). /

45.0 $

(12.7)

2,516.1

759.8

2,357.6

875.1

158.5

(l 15.3)73.0

Net Revenues 393.9 550.L Jt.l 1,756,3 1,482.5 273.8

Operating Expenses

Operation and maintenance

Depreciation and amortization

Gain on sale ofassets

Other taxes

289.9

102.6

50.0

t /6.)

72.5

40.4

(388.6)

30.1

9.6

680.9

299.4

(0.r)

170.3

1,214.2

215.0

147.7

/s11 1\

84.4

(0.1)

22.6

Total Operating Expenses 442.5 79t.4 (348.e) r,150.5 1,576.9 (426.4')

Operating Income (Loss) (48.6) (4ss.2) 406.6 700.2605.8 (e4.4)

Revenues

Residential

Commercial

Industrial

Off-System

Other

289.7

91.6

45.5

16.9

77, 
'

260.2

81.8

22.0

18.7

29.5 $

9.8

6.3

(5.1)

4.5

1,645.3

545.9

181.5

60.4

83.0

1,540.8

517.6

t6r.7

65.2

72.3

104.5

28.3

19.8

(4.8)

10.7

Total 466.9 421.9 45.0 $ 2,516.1 2,357.6 158.5

Sales and Transportation (MMDth)

Residential

uommerclat

Industrial

Off-System

Other

13.6

17.4

133.0

8.5

13.8

17.5

132.1

7.5

(0.2)

(0.1 )

0.9

1.0

186.5

131.8

406.5

24.6

0.3

187.9

12g.7

417.7

21.9

0.3

( 1.4)

2.1

(l 1.2)

2.7

1.6Total 172.5 t70.9 749.7 757.5 (7.8)

Heating Degree Days

Normal Ileating Degree Days

70 Wlrmer than Normal

Gas Distribution Customers

Residential

Commercial

Industrial

Other

l3

7l
(82)%

51

6)

(40)%

(38)

(14)

(8e)

(78)

26,800

9l)

5

(2)

3,409

3,498

(3)%

3,167,742

277,701

5,974

3,498

3,576

(2)%

3,140,942

276,786

5,969

Total

50

3,451,420 3,423,702 27,7 t8
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NiSource Inc.
Gas Distribution Operations

Comparability of line item operating results may be impacted by regulatory tax and depreciation trackers (other than those for cost of sales) that allow for the
recovery in rates of certain costs. Therefore, increases in these tracked operating expenses are generally offset by increases in net revenues and have essentially no
impact on net income.

Three Months Ended Seotember 30. 2019 vs. Seotember 30. 2018 Ooerating Income (Loss)

For the three months ended September 30, 2019, Gas Distribution Operations reported an operating loss of$48.6 million, a decrease of$406.6 million from the
comparable 2018 period.

Net revenues for the three months endedSeptember 30,2019 were $393.9 million, an increase of$57.7 million from the same period in20l8. The change in net
revenues was primarily driven by:

. New rates from base rate proceedings and infrastructure replacement programs of $52.1
million.

. Higher regulatory tax and depreciation trackers, which are offset in operating expense, of $5.8
million.

Operating expenses were $348.9 million lower for the three months endedSeptember 30,2019 compared to the same period in20l8. This change was primarily
driven by:

. Lower third-party claims and other expenses related to the Greater Lawrence Incident of $429.9
million.

Partially offset by:

. Increased depreciation of$30.1 million due to the regulatory outcome ofNIPSCO's gas rate case, an increase in amortization ofdepreciation previously
deferred as a regulatory asset resulting from Columbia of Ohio's CEP, as well as higher capital expenditures placed in service.

. Higher employee and administrative expenses of $18.8
million.

. Increased outside services of $10.4 million primarily due to increased line location
work.

. Higher property taxes of $8.3 million primarily due to increased amortization of property taxes previously deferred as a regulatory asset resulting from
Columbia of Ohio's CEP, as well as higher capital expenditures placed in service.

. Increased regulatory tax and depreciation trackers, which are offset in net revenues, of $5.8
million.

Nine Months Ended Seotember 30. 2019 vs. Seotember 30. 2018 Ooerating Income (Loss)

For thenine months endedSeptember 30,2019, Gas Distribution Operations reported operating income of$605.8 million, an increase of$700.2 million from the
comparable 201 8 period.

Net revenues fortheninemonths endedSeptember30,2019wereS1,756.3 million, anincrease of $273.8 million from the same period in20l8. The change in net
revenues was primarily driven by:

. New rates from base rate proceedings and infrasfucture replacement progtams of $219.2
million.

. Higher regulatory tax and depreciation trackers, which are offset in operating expense, of $38.2
million.

. Increased residential and commercial customer growth of $10.1
million.

. Higher revenues of $8.9 million resulting from an update in the weather-related normal heating degree day methodology (see further detail below),
partially offset by a $5.0 million revenue decrease from the effects ofwarmer weather in 2019.

Operating expenses were$426.4 million lower for thenine months endedSeptember 30,2019 compared to the same period in20l8. This change was primarily
driven by:

. Insurance recoveries recorded, net of third-party claims and other expenses recorded, related to the Greater Lawrence Incident of $626.4

million.

Partially offset by:

. Increased depreciation of$84.4 million due to the regulatory outcome ofNIPSCO's gas rate case, an increase in amortization ofdepreciation previously
deferred as a regulatory asset resulting from Columbia of Ohio's CEP, as well as higher capital expenditures placed in service.

. Higher regulatory tax and depreciation trackers, which are offset in net revenues, of $38.2
million.

. Increased employee and administrative expenses of $26.9
million.

. Higher property taxes of $18.3 million primarily due to increased amortization ofproperty taxes previously deferred as a regulatory asset resulting from
Columbia of Ohio's CEP, as well as higher capital expenditures placed in service.
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NiSource Inc.
Gas Distribution Operations

Increased outside services
work.
Higher insurance expens€
premiums.

of $11.2 million primarily due to increased line location

of $4.9 million primarily driven by increased

Weather
In general, we calculate the weather-related revenue variance based on changing customer demand driven by weather variance from normal heating degree days.
Our composite heating degree days reported do not directly conelate to the weather-related dollar impact on the results ofGas Distribution Operations. Heating
degree days experienced during different times ofthe year or in different operating locations may have more or less impact on volume and dollars depending on
when and where they occur. When the detailed results are combined for reporting, there may be weather-related dollar impacts on operations when there is not an
apparent or significant change in our aggregated composite heating degree day comparison.

The definition of"normal" weather was updated during the first quarter of2019 to reflect more current weather pattem data and more closely align with the
regulators'jurisdictional definitions of "normal" weather. Impacts ofthe change in methodology will be reflected prospectively and disclosed to the extent it results
in notable year-over-year variances in net revenues.

Weather in the Gas Distribution Operations service tenitories for the third quarter of 2019 was about 820% warmer than normal and aboutT 5Yo rvarmer than 2018,
leading to decreased net revenues of$1.0 million for the quarter ended September 30, 2019 compared to the same period in20l8.

Weather in the Gas Distribution Operations service territories for the nine months ended September 30, 2019 was approximately 3Yo wamer than normal and 37o
warmer than 2018; however, due to the aforementioned change in methodology, the change in net revenues attributed to weather resulted in an increase of$3.9
million for the nine months ended September 30, 2019 compared to the same period in 2018. This variance is detailed further below:

. An update in the weather-related normal heating degree day methodology resulting in a favorable variance attributed to weather of $8.9 million, as

discussed above.

Offset by:

. The effects of warmer weather in 2019 of $5.0 million.

Throuehput
Total volumes sold and transported for the three months endedSeptember 30, 2019 were 172.5 MMDth, compared to 170.9 MMDth for the same period in 2018.

Total vofumes sold and transported for thenine months ended September 30, 2019 were749.7 MMDth, compared to 757.5 MMDth for the same period in20l8.

Economic Conditions
All of our Gas Distribution Operations companies have state-approved recovery mechanisms that provide a means for full recovery ofprudently incuned gas costs.
Gas costs are treated as pass-through costs and have no impact on the net revenues recorded in the period. The gas costs included in revenues are matched with the
gas cost expense recorded in the period and the difference is recorded on the Condensed Consolidated Balance Sheets (unaudited) as under-recovered or over-
recovered gas cost to be included in future customer billings.

Certain Gas Distribution Operations companies continue to offer choice opportunities, where customers can choose to purchase gas from a third-party supplier,
through regulatory initiatives in their respective jurisdictions. These programs serve to further reduce our exposure to gas prices.

JZ
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NiSource Inc.
Electric Operations

For the three and nine months endedSeptember 30, 2019 and 2018, operating income and a reconciliation ofnet revenues to the most directly comparable GAAP
measure, operating income, was as follows:

Three Months Ended September 30, Nine Months Ended September 30,

(in millions) 2019 2018 2019 vs. 201 8 2019 201 8 2019 vs. 2018

Operating Income 140.7 134.9 300.45.8 321.4 21.0

Three Months Ended September 30, Nine Months Ended September 30,

(in nillions) 2019 2018 2019 vs. 2018 2019 2018 2019 vs.20l8

Net Revenues

Operating revenues g

Less: Cost ofsales (excluding depreciation
and amortiation)

467.9

123.7

476.4

r36.3

(8.s) $

(12.6)

1,305.5

370.7

1,305.0

384.6

0.5

(13.e)

Net Revenues 344.2 340. I 934.8 920.4 14.44.1

Operating Expenses

Operation and maintenance

Depreciation and arnortization

Other taxes

l18.4

70.4

14.7

123.4

66.3

t ).)

(s.0)

4.1

(0.8)

363.9

207.E

41.7

377.9

196.3

45.8

(14.0)

I1.5

(4.1)

Total Operating Expenses 613.4203.5 205.2 (1.7) 620.0 (6.6)

Operating Income 140.7 134.9 300.45.E 321.4 2t.0

Revenues

Residential

Commercial

Industrial

Wholesale

Other

(6.0) $

(4.4)

(2.0)

(0.3)

/a

148.7

136.3

151.8

3.5

27,6

154.7

140.7

153.8

3.8

z).+

t73.4

370.t

471.2

9.0

81.1

382.3

t t+.2

468.7

12.4

67.4

(8.e)

(3.4)

2.5

(3.4)

lJ./

Total 467.9 476.4 (8.s) $ r,305.5 1,305.0 0.5

Sales (Gigawatt Hours)

Residential

Commercial

lndustrial

Wholesale

Other

1,103.2

1,077.3

2,145,5

0.3

29.6

1,121.5

1,079.6

t,azt.)

2.5

34.7

(18.3)

(2.3)

(77.8)

(2.2)

(5.1)

2,628,7

2,862.7

6,525.7

7.9

E6.4

2,'.|54.6

2,929.0

6,785.8

94.8

95.2

(125.e)

(66.3)

(260. l)
(86.e)

(8.8)

Total 4,3ss.9 4,461.6 (r05.7) t2,ttt.4 12,659.4 (548.0)

Cooling Degree Days

Normal Cooling Degree Days

7o Wrrmer than Normal

Electric Customers

Residential

Commercial

Industrial

Wholesale

Other

720

f,to

29Yo

739

570

30%

(1e) 940

795

lEYo

413363

s6,906

2264

729

t

1,131

799

42o/o

410,848

56,426

2,285

736

)

(ler)

2,5t5

480

(21)

(7)

Total 473,264 470,297 2,967
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NiSource Inc.
Electric Operations

Comparability of line item operating results may be impacted by regulatory and depreciation trackers (other than those for cost of sales) that allow for the recovery
in rates ofcertain costs. Therefore, increases in these tracked operating expenses are offset by increases in net revenues and have essentially no impact on net

income.

Three Months Ended Seotember 30. 2019 vs. September 30. 2018 Ooerating Income
For the three months ended September 30, 2019, Electric Operations reported operating income of$140.7 million, an increase of $5.8 million from the comparable

2018 period.

Net revenues for the three months endedSeptember 30,2019 were$344.2 million, an increase of $4.1 million from the same period in2018. The change in net
revenues was primarily driven by:

. Increased residential and commercial usage of $4.7
million.

. Increased rates due to incremental capital spend on infrastructure replacement programs and electric transmission projects of $2.9
million.

. Higher regulatory and depreciation trackers, which are offset in operating expense, of $2.6
million.

Partially offset by:

. Lower revenues from the effects of cooler weather in 2019 of $6.8
million.

Operating expenses were$I.7 million lower for the three months endedSeptember 30,2019 compared to the same period in20l8. This change was primarily
driven by:

. Decreased materials and supplies costs of$2.5 million driven by lower generation-related maintenance.

. Lower outside service costs of $1.8 million.

. Decreased employee and administrative costs of $1.1
million.

Partially offset by:

. Higher regulatory and depreciation trackers, which are offset in net revenues, of $2.6
million.

. Increased depreciation of $2.0 million due to higher capital expenditures placed in
service.

Nine months endedSentember 30. 2019 vs. Seotember 30. 2018 Ooerating Income
For the nine months endedSeptember 30,2019, Electric Operations reported operating income of$321.4 million, an increase of$21.0 million from the

comparable 2018 period.

Net revenues for the nine months endedSeptember 30,2019 were $934.8 million, an increase of$14.4 million from the same period in20l8. The change in net

revenues was primarily driven by:

. Increased rates due to incremental capital spend on infrastructure replacement programs and electric transmission projects of $13.9
million.

. Higher regulatory and depreciation trackers, which are offset in operating expense, of $8.3
million.

. Decreased fuel handling costs of $7.3
million.

. lncreased commercial and residential customer growth of $3.1
million.

Partially offset by:

. Decreased industrial and residential customer usage of $7. I million.

. Lower revenues from the effects of cooler weather in 2019 of $12.8
million.

Operating expenses were $6.6 million lower for the nine months ended September 30, 2019 compared to the same period in2018. This change was primarily driven
by:

. Decreased employee and administrative costs of $6.7
million.

. Lower outside service costs of $5.7 million.

. Decreased materials and supplies costs and property tax expense of $5.8 million and $3.5 million, respectively, primarily related to the retirement of
Bailly Generating Station Units 7 and 8 on May 3 1, 2018.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS (continued)

NiSource Inc.
Electric Operations

Partially offset by:

. Higher regulatory and
million.

. Increaseddepreciation
service.

Weather
In general, we calculate the weather-related revenue variance based on changing customer demand driven by weather variance from normal heating or cooling
degree days. Our composite heating or cooling degree days reported do not directly correlate to the weather-related dollar impact on the results of Electric
Operations. Heating or cooling de$ee days experienced during different times ofthe year may have more or less impact on volume and dollars depending on when
they occur. When the detailed results are combined for reporting, there may be weather-related dollar impacts on operations when there is not an apparent or
significant change in our aggregated composite heating or cooling degree day comparison.

The deltnition of "normal" weather was updated during the first quarter of 2019 to reflect more current weather pattem data and more closely align with the
regulators'jurisdictional definitions of"normal" weather. Impacts ofthe change in methodology will be reflected prospectively and disclosed to the extent it results
in notable year-over-year variances in net revenues.

Weather in the Electric Operations'territories for thethird quarter of2019 was about29% warmer than normal and about3% cooler than in20l8, resulting in
decreased net revenues of$6.8 million for the quarter ended September 30, 2019 compared to the same period in2018.

Weather in the Electric Operations'territories for the nine months ended September 30,2019 was about 18%o warmer than normal and about l7olo cooler than in
201 8, resulting in decreased net revenues of $12.8 million for the nine months endedSeptember 30, 2019 compared to the same period in2018.

Sales
Electric Operations sales for thethird quarter of 2019 were4,355.9 GWh,a decrease of 105.7 GWh compared to the same period in2018. This decrease was
primarily attributable to the effects of cooler weather on residential and commercial customers and higher internal generation from large industrial customers
during the third quarter of2019, partially offset by increased weather normalized usage from residential and commercial customers.

Electric Operations sales for thenine months ended September 30,2019 were 12,1 1 1.4 GWh, a decrease of 548.0 GWh compared to the same period in2018. This
decrease was primarily attributable to the effects ofcooler weather on residential customers and higher intemal generation from large industrial customers during
the third quarter of20 19.

BP Products North America. On March 29, 2018, WCE, which is currently owned by BP p.l.c ("BP") and BP Products North America, which operates the BP
Refinery filed a petition at the IURC asking that the combined operations of WCE and BP be treated as a single premise, and the WCE generation be dedicated
primarily to BP Refinery operations beginning in May 2019 as WCE has self-certified as a qualiffing facility at FERC. BP Refinery planned to continue to
purchase electric service from NIPSCO at a reduced demand level beginning in May 2019; however, a settlement agreement was filed on November 2, 2018
agreeing that BP and WCE would not move forward with construction of a private transmission line to serve BP until conclusion of NIPSCO's pending electric
mte case. The IURC approved the settlement agreement as filed on February 20, 2019. Refer to Note 6, "Regulatory Matters," in the Notes to Condensed
Consolidated Financial Statements (unaudited) for additional information.

Economic Conditions
NIPSCO has a state-approved recovery mechanism that provides a means for full recovery of prudently incurred fuel costs. Fuel costs are treated as pass-through

costs and have no impact on the net revenues recorded in the period. The fuel costs included in revenues are matched with the fuel cost expense recorded in the
period and the difference is recorded on the Condensed Consolidated Balance Sheets (unaudited) as under-recovered or over-recovered fuel cost to be included in
future customer billings.

Electric Suoolv
NIPSCO 2018 Integrated Resource P/an.Multiple factors, but primarily economic ones, including low natural gas prices, advancing cost effective renewable
technology and increasing capital and operating costs associated with existing coal plants, have led NIPSCO to conclude in its October 2018 Integrated Resoutce
Plan submission that NIPSCO's cunent fleet ofcoal generation facilities will be retired earlier than previous Integrated Resource Plan's had indicated.

depreciation trackers, which are offset in net revenue, of $8.3

of $6.4 million due to higher capital expenditures placed in
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS (continued)

NiSource Inc.
Electric Operations

The Integrated Resource Plan evaluated demand-side and supply-side resource altematives to reliably and cost effectively meet NIPSCO customets' future energy

requirements over the ensuing 20 years. The preferred option within the Integrated Resource Plan retires R.M. Schahfer Generating Station (Units 14, 15, 17, and
l8) by 2023 and Michigan City Generating Station (Unit 12)by 2028. These units represent 2,080 MW of generating capacity, equal to 72% of NIPSCO's
remaining capacity after the retirement of Bailly Units 7 and 8 in May of 2018.

The current replacement plan includes renewable sources ofenergy, including wind, solar, and baftery storage to be obtained through a combination ofNIPSCO
ownership and PPAs Refer to Note l6-D, "Other Matters," h the Notes to Condensed Consolidated Financial Statements (unaudited) for additional information on
the NIPSCO Integrated Resource Plan.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS (continued)

NiSource Inc.

Liquidity and Capital Resources

Greater Lawrence Incident: As discussed in "Executive Summary" and Note16, "Other Commitments and Contingencies," we have recorded losses associated
with the Greater Lawrence Incident and have invested capital to replace the entire affected 45-mile cast iron and bare steel pipeline system that delivers gas to the
impacted area. As discussed in the Executive Summary and Note 16 referenced earlier in this paragraph, we expect to incur additional expenses and liabilities in
excess ofour recorded liabilities and estimated additional costs associated with the Greater Lawrence Incident. The timing and amount offuture financing needs
will depend on the ultimate timing and amount of payments made to third parties in connection with the Greater Lawrence Incident and the timing and amount of
associated insurance recoveries. Since the Greater La*rence Incident and through September 30,2019, we have collected $670 million from insurance providers
which has aided liquidity. Total expenses related to the incident have exceeded the total amount of insurance coverage available under our policies. As a result,
additional long term financing will likely be required to cover this shortfall.

Through income generated from operating activities, amounts available under our short-term revolving credit facility, commercial paper progam, accounts
receivable securitization facilities, term loan borrowings, long-term debt agreements and our ability to access the capital markets, we believe there is adequate
capital available to fund these expenditures.

Operatine Activities
Net cash from operating activities for thenine months ended September 30, 2019 was $1,231.8 million, an increase of $304.6 million compared to the nine months
ended September 30, 2018. This increase was driven by insurance recoveries related to the Greater Lawrence Incident, partially offset by related cash payments for
claims and other expenses. For the nine months endedSeptember 30, 2019, we received approximately $242 million ofinsurance recoveries, net ofpayments for
expenses, related to the Oreater Lawrence Incident. Refer to Note l6-D "Other Matters" in the Notes to Condensed Consolidated Financial Statements (unaudited)
for further information. Also driving this increase was decreased compensation and employee benefit payments, as well as increased over collections of gas and
fuel costs. These increases were partially offset by an interest rate swap settlement cash inflow recognized in the first quarter of2018.

Investine Activities
Net cash used for investing activities for thenine months endedSeptember 30,2019 was$1,393.8 million, an increase of$17.3 million compared to thenine
months ended September 30, 201 8. This increase was mostly attributable to higher capital expenditures and higher cost ofremoval expenditures in 201 9.

Our capital expenditures for thenine months endedSeptember 30, 2019 were$1,310.0 million compared to$1,296.6 million for the comparable period in2018.
The increase was driven by additional capital spending related to the Greater Lawrence Incident, partially offset by a decrease in capital spending at NIPSCO
related to the conclusion ofelectric transmission and CCR projects. We project total 201 9 capital expenditures to be approximately$ L7 to $1.8 billion.

Our cost of removal expenditures for thenine months endedSeptember 30, 2019 were $84.5 million compared to$72.6 million for the comparable period in20l8.
The increase was driven by additional cost ofremoval projects completed at our Michigan City generating station.

Financing Activities
Common Stock and Preferred ^StockRefer to Notes, "Equity," in the Notes to Condensed Consolidated Financial Statements (unaudiled) for information on
common and preferred stock activity.

Long4erm Debt Refer to Note 13, "Long-Term Debt," in the Notes to Condensed Consolidated Financial Statements (unaudited) for information on long-term
debt activity.

Short4erm Debt Refer to Note 14, "Short-Term Bonowings," in the Notes to Condensed Consolidated Financial Statements (unaudited) for information on short-
term debt activity.

Net Available Liquidity. As of September 30,2019, an aggregate of $ 1,362.8 million of net liquidity was available, including cash and credit available under the
revolving credit facility and accounts receivable securitization programs.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS (contimred)

NiSource Inc.

The following table displays our liquidity position as ofSeptember 30, 201 9 and December 3 l, 201 8:

ftn millions) September 30,2019 December 31,2018

Current Liquidity
Revolving Credit Facility

Accounts Receivable Program(l)

Less:

Commercial Paper

Accounts Receivable Program Utilized

Letters of Credit Outstanding Under Credit Facility

Add:

Cash and Cash Equivalents

1,850.0 $

260.1

505.0

260.1

10.2

28.0

1,850.0

399.2

978.0

399.2

r0.2

112.8

Net Available Liquidity 1,362.8 $ 974.6
(r)Represents lhe lesser ofthe seasonal limit or maximum bonowings supportable by the underlying receivables.

Debt Covenants, We are subject to financial covenants under our revolving credit facility and term loan agreement, which require us to maintain a debt to
capitalization ratio that does not exceed 70Yo. A similar covenant in a 2005 private placement notc purchase agreement reqnires ns to maintain a debt to
capitalization ratio that does not exceed 75%. As of September 30,2019, the ratio was 61.8%.

Sale ofTrade Accounts Receivables Refer to Note9, "Transfers ofFinancial Assets," in the Notes to Condensed Consolidated Financial Statements (unaudited)

for information on the sale oftrade accounts receivable.

Credit Ratings The credit rating agencies periodically review our ratings, taking into account factors such as our capital structure and eamings profile. The
following table includes our and certain of our subsidiaries' credit ratings and ratings outlook as of September 30, 2019. There were no changes to the below credit
ratings or outlooks since December 31, 2018.

A credit rating is not a recommendation to buy, sell, or hold securities, and may be subject to revision or withdrawal at any time by the assigning rating
organization.

Moody's Fitchs&P

Rating Outlook Rating OutlookRating Outlook

NiSource

NIPSCO

Columbia of Massachusetts

Commercial Paper

BBB+

BBB+

BBB+

A-2

Negative

Negative

Negative

Negative

Baa2

Baal

Baa2

P-2

Stable

Stable

Stablc

Srable

BBB

BBB

Not rated

F2

Stable

Stable

Not rated

Stable

Certain of our subsidiaries have agreements that contain "ratings triggers" that require increased collateral if our credit rating or the credit ratings of certain of our
subsidiaries are below investment grade. These agreements are primarily for insurance purposes and for the physical purchase or sale of power. As of
September 30, 2019, the collateral requirement that would be required in the event ofa downgrade below the ratings trigger levels would amount to approximately
$67.9 million. In addition to agreements with ratings triggers, there are other agreements that contain "adequate assurance" or "material adverse change"
provisions that could necessitate additional credit support such as letters of credit and cash collateral to transact business.

Equity. Our authorized capital stock consists of620,000,000 shares, $0.01 par value, ofwhich600,000,000 are common stock and20,000,000 are preferred stock.
As of September 30,2019,373,446,862 shares ofcommon stock and440,000 shares ofpreferred stock were outstanding.

Contractual Obligations, Aside from the previously referenced issuances and repayments of long-term debt and payments associated with the Greater Lawrence
Incident, there were no material changes during the nine months ended September 30, 201 9 to our contractual obligations as ofDecember 3 1,201 8.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS (continued)

NiSource Inc.

Off Balance Sheet Arrangements

We, along with certain of our subsidiaries, enter into various agreements providing financial or performance assurance to third parties on behalf of certain
subsidiaries. Such agreements include guarantees and stand-by letters ofcredit.

Refer to Note 16, "Other Commitments and Contingencies," in the Notes to Condensed Consolidated Financial Statements (unaudited) for additional information
about such arrangements.

Market Risk Disclosures

Risk is an inherent part ofour businesses. The extent to which we properly and effectively identifr, assess, monitor and manage each ofthe various types ofrisk
involved in our businesses is critical to our profitability. We seek to identiff, assess, monitor and manage, in accordance with defined policies and procedures, the
following principal market risks that are involved in our businesses: commodity price risk, interest rate risk and credit risk. Risk management for us is a mult!
faceted process with oversight by the Risk Management Committee that requires constant communication, judgment and knowledge of specialized products and
markets. Our senior management takes an active role in the risk management process and has developed policies and procedures that require specific
administrative and business functions to assist in the identification, assessment and control of various risks. These may include, but are not limited to market,
operational, financial, compliance and strategic risk types. In recognition of the increasingly varied and complex nature of the energy business, our risk
management process, policies and procedures continue to evolve and are subject to ongoing review and modification.

Commodiw Price Risk
We are exposed to commodity price risk as a result ofour subsidiaries'opcrations involving natural gas and power. To manage this market risk, our subsidiaries

use derivatives, including commodity futures contmcts, swaps, forwards and options. We do not participate in speculative energy trading activity.

Commodity price risk resulting from derivative activities at our rate-regulated subsidiaries is limited, since regulations allow recovery of prudently incuned
purchased power, fuel and gas costs through the ratemaking process, including gains or losses on these derivative instruments. Ifstates should explore additional
regulatory reform, these subsidiaries may begin providing services without the benefit of the traditional ratemaking process and may be more exposed to
commodity price risk.

Our subsidiaries are required to make cash margin deposits with their brokers to cover actual and potential losses in the value of outstanding exchange traded
derivative contracts. The amount ofthese deposits, some ofwhich is reflected in our restricted cash balance, may fluctuate significantly during periods ofhigh
volatility in the energy commodity markets.

Refer to Note7, "Risk Management Activities," in the Notes to Condensed Consolidated Financial Statements (unaudited) for further information on our
commodity price risk assets and liabilities as of September 30, 2019 or December 31, 2018.

Interest Rate Risk
We are exposed to interest rate risk as a result of changes in interest rates on borrowings under our revolving credit agreement, commercial paper program,
accounts receivable programs and term loan, which have interest rates that are indexed to short-term market interest rates. Based upon average bonowings and debl

obligations subject to fluctuations in short-term market interest rates, an increase (or decrease) in short-term interest rates of 100 basis points (l%) would have

increased (or decreased) interest expense by $4.7 million and $14.7 million for the three andnine months ended September 30,2019, and $3.1 million and $9.1
million for three and nine months ended September 30, 201 8, respectively. We are also exposed to interest rate risk as a result of changes in benchmark rates that
can influence the interest rates of future debt issuances.

Refer to Note 7, "Risk Management Activities," in the Notes to Condensed Consolidated Financial Statements (unaudiled) for further information on our interest
rate risk assets and liabilities as of September 30. 201 9 and December 3 l. 2018.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS (continued)

NiSource Inc.

Credit Risk
Due to the nature of the industry, credit dsk is embedded in many of our business activities. Our extsnsion of credit is govemed by a Corporate Credit fusk Policy.
In addition, Risk Management Committee guidelines are in place which document management approval levels for credit limits, evaluation of creditworthiness,
and credit risk mitigation efforts. Exposures to credit risks are monitored by the risk management function which is independent of commercial operations. Credit
risk arises due to the possibility that a custome! supplier or counterparty will not be able or willing to fulfill its obligations on a transaction on or before the

settlement date. For derivative-related contracts, credit risk arises when counterparties are obligated to deliver or purchase defined commodity units of gas or
power to us at a future date per execution of contractual terms and conditions. Exposure to credit risk is measured in terms of both current obligations and the

market value of forward positions net ofany posted collateral such as cash and letters of credit.

We closely monitor the frnancial status ofour banking credit providers. We evaluate the financial status ofour banking partners through the use ofmarkelbased
metrics such as credit default swap pricing levels, and also through traditional credit ratings provided by major credit rating agencies.

Other Information

Critical Accountinq Estimates
Refer to Note 16, "Other Commitments and Contingencies," in the Notes to Condensed Consolidated Financial Statements (unaudited) for additional information
about management judgment used in the development ofestimates related to the Greater Lawrence lncident.

Recentllr Issued Accountins Pronouncements

Refer to Note 2, "Recent Accounting Pronouncements," in the Notes to Condensed Consolidated Financial Statements (unaudited) for additional information about
rccently issued and adopted accounting pronouncements.
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ITEM 3. OUANTITATIVE AND OUALITATIVE DISCLOSURES ABOUT MARKET RISK

NiSource Inc.

For a discussion regarding quantitative and qualitative disclosures about market risk see "Management's Discussion and Analysis of Financial Condition and
Results of Operations - Market Risk Disclosures."

ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures
Our chiefexecutive officer and our chieffinancial officer are responsible for evaluating the effectiveness ofour disclosure controls and procedures (as defined in
ExchangeAct Rules 13a-15(e) and l5d-15(e)). Our disclosure controls and procedures are designed to provide reasonable assurance that the information required
to be disclosed by us in reports that we file or submit under the Exchange Act is accumulated and communicated to our management, including our chiefexecutive
officer and chief financial officer, as appropriate, to allow timely decisions regarding required disclosure and is recorded, processed, summarized and reported
within the time periods specified in the rules and forms ofthe SEC. Based upon that evaluation, our chiefexecutive officer and chieffinancial officer concluded
that, as of the end of the period covered by this report, our disclosure controls and procedures were effective to provide reasonable assurance that financial
information was processed, recorded and reported accurately.

Changes in Intemal Conhols
There have been no changes in our intemal control over financial reporting during the fiscal quarter covered by this report that has materially affected, or is
reasonably likely to materially affect, our internal control over financial reporting.
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PART II

ITEM 1. LEGAL PROCEEDINGS

NiSource Inc.

For a description ofour legal proceedings, see Note 16-8, "Legal Proceedings," in the Notes to Condensed Consolidated Financial Statements (unaudited).

ITEM 1A. RISK FACTORS

Our operations and financial results are subject to various risks and uncertainties, including those disclosed in our most recent Annual Report on Form l0-K for the
year ended December 3 1, 201 8. There have been no material changes to such risk factors.

ITEM 2. UNREGISTERED SALES OF EOUIry SECURITIES AND USE OF PROCEEDS

None.

ITEM 3. DEFAULTS IJPON SENIOR SECURITIES

None.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.

ITEM 5. OTHER INFORMATION

None.
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ITEM 6. EXHIBITS

NiSource Inc,

(4.1) Form of 2.950% Notes due 2029 (incorporated by reference toExhibit 4.1 to NiSource Inc. Form 8-Kfiled on August 12,2019).

(3 1 . l ) Certification of Chief Executive Officer pursuant to Rule I 3a- 1 4(a)/1 5d-14(a). as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of
M

(31.2) Certitication ofChiefFinancial O{ficet oursuant to Rule 13a-14(a)/l5d-14(a). as adopted pursuant to Section 302 ofthe Sarbanes-OxleyAct of
&*

(32.1) Certification ofChiefExecutive Officer pursuant to 18. U.S.C. Section 1350. as adooted pursuant to Section 906 ofthe Sarbanes-Oxley Act of
2002 (ftrrnished herewith).*

(32.2) Certification ofChiefFirrancial Officer oursuant to 18. U.S.C. Sectiou 1350. as adooted nursuant to Section 906 ofthe Sarbanes-OxlevAct of
2002 (fumished herewith).*

(101.INS) Inline XBRL Instance Document - the instance document does not appear in the Interactive Data File because its XBRL tags are embedded

within the Inline XIIRL document.

(101.SCH) Inline XBRL Schema Document

(101.CAL) hrline XBRL Calculation Linkbase Document

(101.LAB) Inline XBRL Labels Linkbase Document

(l0l.PRE) Inline XBRL Presentation Linkbase Document

(l0l.DEF) Inline XBRL Definition Linkbase Document

(104) Coverpage Interactive Data File (formatted as inline XBRL, and contained in Exhibit 101.)

* Exhibit filed herewith.
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SIGNATURE

NiSource Inc.

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.

NiSource Inc

(Registrant)

Date: October 30, 2019 By: /s/ Joseph W. Mulpas

Joseph W. Mulpas

Vice President, ChiefAccounting Officer and Controller
(Principal Accounting Offi cer)
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Exhibit 31.1

Certification Pursuant to
Section 302 ofthe Sarbanes-Oxlev Act of2002

I, Joseph Hamrock, certifo that:

1. I have reviewed this Quarterly Report ofNiSource Inc. on Form l0-Q lor the quarter endedSeptember 30,
2019;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results ofoperations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifring officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules l3a-15(e) and l5d-15(e)) and intemal control over financial reporting (as defined in Exchange Act Rules l3a-15(f) and 15d-15(f)) for
the regisfrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure tlat material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those

entities, particularly during the period in which this report is being prepared;

b. Designed such intemal control over financial reporting, or caused such intemal control over financial reporting to be designed under ow
supewision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
extemal purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness ofthe disclosure controls and procedures, as ofthe end ofthe period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's intemal control over financial reporting that occurred during the registrant's most recent

fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's intemal control over financial reporting; and

5. The registrant's other certifing office(s) and I have disclosed, based on our most recent evaluation ofintemal control over financial reporting, to the

registrant's auditors and the audit committee ofthe registrant's board ofdirectors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation ofintemal control over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control
over fi nancial reporting.

Date: October30.20l9 /s/ Joseoh Hamrock

Joseph Hamrock

President and Chief Executive Oflicer

By:
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Exhibit 31.2

Certification Pursuant to
Section 302 ofthe Sarbanes-Oxlev Act of2002

[, Donald E. Brown, certiry that:

1. I have reviewed this Quarterly Report ofNiSource Inc. on Form 10-Q for the quarter endedSeptember 30,
2019;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a matedal fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results ofoperations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifring ofhcer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules l3a-15(e) and 15d-15(e)) and intemal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b. Designed such intemal control over financial reporting, or caused such intemal control over frnancial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
extemal purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness ofthe disclosure controls and procedures, as ofthe end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's intemal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fou(h fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's intemal control over financial reporting; and

5. The registrant's other certifing officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation ofintemal control over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's intemal control
over fi nancial reporting.

Date: October 30,2019 /s/ Donald E. Brown

Donald E. Brown

Executive Vice President and ChiefFinancial
Officer

By:
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Exhibit 32.1

Certification Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report ofNiSource Inc. (the "Company") on Form l0-Q for the quarter endingSeptember 30, 2019 as filed with the Securities
and Exchange Commission on the date hereof (the "Report"), I, Joseph Hamrock, Chief Executive Officer of the Company, certi$, pursuant to Section 906 of the
Sarbanes-Oxley Act of2002, that:

(l) The Report fully complies with the requirements of section l3(a) or l5(d) of the Securities Exchange Act of 1934;
and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the

Company.

/s/ Joseph Hamrock

Joseph Hamrock

President and Chief Executive Officer

Date: October 30, 2019
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Exhibit 32.2

Certification Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report ofNiSource Inc. (the "Company") on Form l0-Q for the quarter ending$eptember 30, 2019 as filed with the Securities

and Exchange Commission on the date hereof (the "Report '), I, Donald E. Brown, Executive Mce President and Chief Financial Officer of the Company, certifu,
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of section l3(a) or l5(d) of the Securities Exchange Act of 1934;
and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the

Company.

/s/ Donald E. Brown

Donald E. Brown

Executive Vice President and ChiefFinancial Officer

Date: October 30,2019
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COLUMBIA GAS OF PENNSYLVANIA. INC
Sg.Ss II. RATE OF RETURN

A. ALL UTILITIES

3. Provide latest Stockholder's Report (Company and Parent).

Response:

Columbia Gas of Pennsylvania, Inc. does not publish a Stockholder's
Report.

Attachment A to this Exhibit is NiSource Inc.'s zorS Annual Message to
Stockholders and Attachment B is NiSource Inc.'s Form roK for the fiscal
year ended December 31, 2018.
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LETTER FROM THE CHAIRMAN

As I refLect on 2O]8, it was undoubtedly
r:ne of the mcist c-hallenging :/ears icr cur
aompany. The event in lh-o M-orninrack

Valley forerrer chenOe d [r.]iScurce

As 1zs1-11 Board crf Direclors, our role s Lo

learn from lhat dav and, rrrost importantly,
usE whaL lve hDve iearned Lo Eui'Je
lllDf-'roeemrent and our f uture direction,

The Board remaitrs fully enqaged 'vr,'ilh Joe
Hamrcck and the leadership team in

regular briefirgs,,,.rrhile providing oversiglrt
ol our" *oxecutives leacling the response"

The Board and I herie now revieled and
endor-sed an acr-elerated schedule for
rmplemenlrng a Safety Management
System across all of our companies. In
conjunction v'lith meeting our
commitnrents in the l"lerrimack Valley and
execut ng ofl lhe urgent recommendattons
from lhe Naticnal Tr;nsportation Safety
Board, ''ve viev',,r this as the top priority for
c.,r '-:t-ral qas b'u--ine:s.

While the restoratrorr and recovery ip

Flassachusetts was a major focus,
dlsciplined exer:ution throughoL-;t tfre year

has ollowed our tearns io deliver soltd

resu lts.
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Continurng our el-rrpl'rJsis on sustainability,
f.ltSculc* arl','anced an el:r:tric generatior-r

strateqSr in lndiana with submission of a
long-terrrr plan to trensition its coel*fined

eeneratjng fleet to lower-c':st reneu;able
f est)u rce.c.

n JO18, we v;elcornecj lheodore tsunting

-lr. to the 3oard. A ft-rrmer grDU[-] pr:stdent,

--i1't,'cpel'i inrt'-. -L 
=l:,lr,Jy 

Cr''( r r-,f un
Thco brings ilcnustry cxpcricrrce in

crstcmer service, safety and regutatc;ry

relati,lns v;frich wlll be rraLuable ;s we

contini;e executing cn our safety and
i nf rastructu r e i r,"re,stments.

-[he Bcard rernains closely engaged as \rve

deltrrer ot our- lotrg-ter:r' platr to r:teate
vaiue for customers, shareholders and all

ste kcD*lders.

Sincerely,

.2 . _,,
Eroi. ,/r/*ryf*,._,

Rich Thone,psorr

Cl"ralrman t>f the Board
NiSource Inr.
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INVESTING IN SAFETY

Safety is not just a commitment we talk
about - it is our top priority, the
fourrdation of our business and what
guides all of our actions.

In 2018. we comoleted the four state-of-
the-art trarnlng centers we announced in
2Ol6 to enhance training for gas

oneraf ions emnlovees and fi rst resnondersvve, e!,v,,J v, |,v,v)

across our serrlice territorv.

We continue to lnvest in safety
improvements, implement polrcies and
procedures, develop technical training and
guidelines for our employees, and leverage
nev'r tools and technology to improve our
maps, records and infrastructure
oerformance

We are focused on establishing a

framevrork for identifying and mitigating
risk, continuously improving plpeline safety
and integrity and safeguarding against
over-oressurization. We continue to
evaluate every opportunrty to engineer
increased safety measures in our gas

r^lr.liverv svstems incluclincr f he acce leratedJ !f JLvl

imnle mcntation of : Safefv Mananomentrr I i|\Jrur u ru, eLJ/

System (SMS). Our SMS is aligned with the
framework der,,eloped for pipeline

operators by the American Petroleum
lnstitute, This framework helps operators
proactively identify and mitigate risk,

communicate with stakeholders, ensure

effective ope ration of key processes.

promote a learning environment and

continuously improve pipeline safety and
integrity.

At its core, SMS is an advanced,
comnrchensive Annrnach fn <afor',r f [61vv,,,v, vv uvv, Ju,vlj (

enhances how we predict and mitigate
risks.

We initially launched SMS in Indiar-ra and
Virginia, and are norrv accelerating
implementation across the rest of the
company. Our initial progress resulted in
the development of our SMS policy, tools
and processes including a risk register to
capture and prioritize risks, a performance
improvement process that identifies the
risk and tracks it to closure, and
foundational employee training.

We will continue to build a strong safety
culture that encourages transparency and

two-way communication between leaders
:nr{ arnnlr-rrioo< rnd nrnrnnfo< c:faf'- ,-v
leadership and indi,,iidual accountability at
all levels in the organization.

EMPLOYEE SAFETY
Our employees take actions each day to
keep themselves, one another, our
customers and our communitres safe.

We've operated for several years with the
milestone of top-decile employee safety
performance within the utility industry. In

2018, we did not achieve our top-decile
goals in our core metrics of two



Occupational, Health & Safety
Administration (OSHA) standards -
incident rates and recordable injury rates.

We are focused on learning and
contrnuous improvement. We have

operating areas across our company that
continue to sustain high employee safety
performance year after year, and we will
learn from these groups. In the Merrrmack
Valley restoration, with more than
4,50O people working and more than
11,OOO job observations conducted by

safety professionals, we had no recordable
injuries during the pipeline installation. We
r,riill leirpracre fhe lessons learned aCroSS oUr

company.

LOW.PRESSURE SYSTEM

ENHANCEMENTS
lmmediately following the events in

Merrimack Valley, we conducted a field
survey of our low-pressure regulator
srrsfems to ir-lenfifv airailahlc ontion5 19Jf Jrv, ,r,, J v vv!,v,,!

enhance fhe qafe reliable operatiorr of
these svstems. We also conducted an

engineering design review to determine
how best to install additionai over-pressure
protection systems, monitoring and
enhanced facility protection,

We used the information we gathered to
add new details to our electronic mapping
system that front-line and engineerrng
^*^t^, ^^-:t., ^^,.J t^,d,,r | ,F\/orA.lFvvr vye

to enhance safe operations.

We have committed to invest an inrtial

estimate of $15O million to install automatic
shut-off devices to protect against over-
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pressurizatron on lorrv-pressu re systems
across our operating area.

Automatic shut-off devices provide an

additional level of control and protection,
operating like circuit-breakers at our
regulator stations When the device senses

an operatrng pressure that is too high or
too low, it immediately shuts down gas to
the syrs[srn, regardless of the cause,

Our low-pressure distribution systems -
containing approximately 2,OOO regulators
across our operating area - will have

automatic shut-off de'rices in place to
enhance customer safety.

We have committed to increasing remote
monitoring capabilities on our low-pressure
systerns, leveraging technology that will be
installed throughout 2O19. Building on

existlng morritorrng capabilities, these will
allow us to see more comprehensive
details on the current health and status of
or rr qrrqi-pms as r,\rell as how those svstemsvv !r rvrv vJ

perform throughout the year

We have further enhanced our damage
prevention practices around low-pressure
regulator stations, including field
inspectron and monitoring of excavators
r,vorking for third parties. These enhanced
work practrces were implemented at the
end of 2OT8 across all of our states and
help to reduce the risk of potential facility
damage.

Throughout 2019 and into the future, we
wrll ccntinue enhancing safety measures
and seekrng to reduce potential risks

across all our low-pressure s5r5ls;65.
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PRESERVING THE ENVIRONMENT

We are part of the communities we have

served for generations and consider the
economic, social, and environmental
impact our operations have on our
customers and communities today and in
the future.

OUR ELECTRIC GENERATION STRATEGY

- YOUR ENERGY, YOUR FUTURE

We are taking steps for a cleaner, more
sustainable energy future. In late 2O18, our
Indiana-based company, Northern Indiana
Public Service Company (NIPSCO),

announced plans to retire all of its coal-
fired electrrc Aeneration by 2028 and
replace that capacity with renewable
energy sources, such as wind, solar, and
battery storage teclrnology. This
generation strategy is projected to result in
a 90 percent reduction in greenhouse gas

emissions, a 99 percent reduction in water
withdrawal, wastewater discharge, nitrogen
oxides, sulfur dioxide, and mercury and a

IOO percent reduction rn coal ash

generated.

NIPSCO outlined this electric generation
strategy at a September public meeting
with customers, consumer representatives,
environmental organizations and other
stakeholders taking part in the company's
Integrated Resource Planning (lRP)
process. NIPSCO submitted the plan to the
Indiana Utility Regulatory Commission in

October 2018.



NIPSCO has already retired tr,vo coal-fired
electric generating units and has plans tc
retire four additiorral coal-fired units by
2023 Overall, once approvec cur pian to
r-e prl6." coal-f red generatron w tn
rener,vable sources s projected to resuit in

more than $4 billion :n long-term custonier
cost sav ngs.

REDUCING METHANE EMISSIONS

Our corlpan.es are comrl .rieo t,o rneeting
current and future environmental
obiigations that align r.viti-r our business
needs. ancl we have Cemonstrateci a

commitment to emissions reduct ons in or;r
gas clistribution operations. Through our
rroCernization programs and tre iive-year
conrmitment ,,.ve mace in 2016 thrcuqh U.S

EPAs Natural Gas STAR Methane

Challenge Program, r,';e estimate our
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companies w li collectively reiuce p,;pelrrte

mrethane emissions from main and service
l nes by 5O percent by 2025 corrrpared io
20O5 levels Ti-is's equivaienl to tak,ng
more than tOO OOO passenger vehicles off
tne roao,

:"!&

I
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SERVING OUR CUSTOMERS AND COMMUNITIES

We are focused on improvrng the rrvay

we serve customers. our investments are
A^.in^^A In nnh:nnn rrfnf', -hrl r^liahilif\/!jC5|VllEU LU EllllOllLC >dlELy OllU lUllquilrLy

and meet customer needs across NiSource

CUSTOMER EXPERIENCE
ENHANCEMENTS
Carefully crafted \^/ith customers in mind,

we launched a redesigned Columbia Gas of
Maryland website (ColumbiaGasMD.com)

with a modern look that is easy to navigate
and adjusts to all devices and brornrsers.

We will launch the rest of our redesigned
Columbia Gas and NIPSCO websites in

2019.

We're taking these steps to builci a solid
foundation for our customers online and to
simplify how our customers interact with
us. We contrnue to learn by monitoring
industry best practices and gathering
customer feedback following service
interactions and througlr external surveys
to address pain points, streamline the
customer experience and anticipate future
customer needs.

AMBASSADORS TO OUR CUSTOMERS
Our emplovees know thev can make a

difference in a customer's experience
with us, and we've asked them to own the
opportunrty. No matter their roles, or day-
to-day interactions l,vith our customers,
orrr emnlo\/ees artr Fmnn\^/Fror-1 rn hg

' 
r|\Jrvji

ambassadors for our customers,

The Ambassador Program rs an rnternal

tool that provides a simple way to
serve customers, Through the program,

employees can submit non-emergency
questions or issues which will be shared

with the right team to get them addressed
in a timely manner. Employees who use

the Ambassador Program help answer
customers' service questions and respond
to inquiries about billing and energy use.

PHILANTHROPY AND CITIZENSH IP

Our employees are committed to servrng
the communities where they live and
work. Throughout 2018, our NiSource
team spent more than 12,OOO hours
volunteering at local nonprofits.

In addition, more than $242,0OO
was contributed to local nonorofit
organizations in 2OlB through the NiSource
Charitable Foundation Dollars for Doers
program, whlch matches employee
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volunteerism vvith a financial contribution
by the company.

Across our operating area, we contributed
rliore than $23 million to organizaliorrs
in our communities, which includes
contrlbutions in the Merrimack Valley,

Of this total, the NiSource Charitable
Fou ndation contnbLrted approximately
$].2 million.

2018 highlights of our volunteer and giving
;m^^^|- i^^1,,-J^.il | rl.JoLL lr t\-rrJ\rc.

Funding first responder training and
providing access to training resources

for local fire and police departments
and other emergency responders
including grants provided to the Tri-

Creek Ambulance Service and the
Multi Agency Academic Cooperative in

lnd ia na.

Sponsoring research and youth
engagement in science, technology,
engineering and math (STEM)

through events like lntroduce a Girl

to Engineering Day, an event that
brought in Girl Scouts to learn about
NiSource operations and STEM through
employee-led activities in Ohio and
lndiana.

Supporting basrc needs and providing
hardship assistance for those in need,

including volunteering at local food
banks, hosting food and clothing drives,

helping build homes and spreading
awareness about life-threatening
diseases tlrat can be managed with
access to proper care.
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FINANCIAL PERFORMANCE

One of our core commitments is to deliver
long-term financial growth and value for
our investors, and in 2Ol8 our non-GAAP
net operating earnings per share (NOEPS).

were $1.30 for the year, in line with our
guidance range and more than 7 percent
higher than 2017,

The biggest driver of our non-GAAP
financial performance continues to be our
long -term infrastructure modernization
investments, supported by constructrve
regulatory outcomes and established
i nf rastructu re trackers.

We invested approximately $.1.8 billion
in our capital programs in 2O18, with a

goal of enhancing the safety, reliability
and environmental performance of
our systems and supporting improved
customer service, employee training and
development. We replaced more than
43O miles of natural gas pipeline, includlng
302 miles of priority pipe, across our
service territories, as well as 64 miles of
underground electrrc cable and more than
l,30O electric poles in northern Indiana.

As noted in last year's report, the landmark
federal tax reform legislation which took
effect on January 1,2018, supports our
continued robust investment in critical
utility infrastructure, while also saving
customers money. We worked throughout
2O1B and early 2O19 to implement federal
tax reform across our states, and we're

- l.iet operating earnings per snare (non-GAAP): lor a reconciiidtion to GAAP, see Schedule 1 cn ;;age 18; see aiso Regulaticn G sl.atemenf. on the
inside beck ccvet 13



nlpasecl to renort that all of our cusiomers
are enloying savings made possib e b5r lhs
lo\,ver corporate IncorTle iax r-ates.

In 2O'19, we erpect to make cap ra
investments of $1.5 to $].7 biilion anci

deiii,,er non-GAAP net operating earnrrrgs
per share ln the range of $1,27 to $1 33,

Cur earl jng:r guidarrce reflects the near-
term impact of financing the restoraticn in

the Merrimack Valley, expenses associated
lvith accelerating ihe enterpr;se-wice SMS

irr,nlernenia-ion and inereased ner^sion

costs related to rnarket volati ity that
occurred ate in 2018.

From 2019 forvtard, we expect to grow

our non-GAAP earnings per share and
dividend by 5 to 7 percent annuaily
through 2022, a two-year extensron of
our prior long-term gror,vth forecast. We
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expect to make capitar nvestnlents oi $1

to $2 billion annuaiLy f rorrr 202O through
2022.

Our long-term gror"rvth plan is rntact and
resrl ent. We're confident our rnfra.structure
rnvestment program, underpinned by
inv'estment grade credit ratings end a

strengthening balance sheet, lvill continue
to deiiiier value for ail our stakeholders

- wrth safetv enhancements for- our
customers ancl communitles and long-term
financial grorvth for lnvestors.

GAAP RESULTS REFLECT MERRIMACK
VALLEY COSTS

Our'2O18 GAAP resuits include our
emergency response. system restoration,
third-party claims and other expenses
associated with the Greater- Lanrrence
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rncident, and we reported a GAAP loss

of 1B cents per share for the year. We
estimate the total cost of the event at
approximately $.l.1 blllion, plus $22O to
$230 million in caprtal costs associated
with the distribution system replacement.

We have $8OO million of casualty
insr.rrance coverage and $3OO million of
property insurance that we expect will

cover a substarrtial portion of the se costs.
We began filing claims in December and
recorded insurance recoveries of
$.135 million during 2018.

REGULATORY OUTCOMES IN 2OI8
Constructive regulatory outcomes are a

key driver of our financial results, and we
had several notable achievements in 2018.

In Ohio, a new Capital Expenditure
Program Rider was approved. The initial

$74.5 million rider allows us to begin
ror-orrcrino r^anital investments and Othefv||||:,vvF/|19|

deferred expenses made between 2O1l

and 2Ol7 that are not recovered under our
infrastructure modernization tracker.

Rates will be adjusted annually. The

approved seltlemerrt benefits Ohio
customers through reduced base rates and
bill credits related to federal tax reform.

We also received regulatory approval of
gas base rate case settlements in Indiana,
Maryland and Pennsvlvania, and r,ve filed
a gas base rate case in Virginia and an

electric base rate case in Indiana.

15
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GROWING OUR TEAM

We're committed to providing learning
and development opportunities that help
our employees reach their professronal
goals, while also enabling a satisfying and
productive career.

A few ways we support our employees in

developing their potential include:

Leadership Development and Training

- To foster a culture of learning,
thousands of employees experience the
benefits of classroom-hrased, hands-
on and on-the-job training for field
operations and office-based roles.

The NiSource Mentoring Program -
To enhance our pipeline of traditionally
underrepresented leaders. The program
for'r rsos on holnino fn crnr.v clorralng,:rLv:r,vYv,vvvv,vF

and retarn high-potential diverse
employees by providing networking
and mentoring from our senior leaders.
Eighteen leaders participated in the
2O1B Mentoring Program.

Targeted Development for Diverse
Talent Program - To support the
career development of high-performing
individual contributors, supervisors
or managers who are either female
or ethnically drverse. Participants
are matched with NiSource leaders,
acting as career guides, to receive
enhanced coaching and support.
P:rfir-inanf c n:rfnor rniiih n:roa6 illirlncI ur LrvrF/ur rLJ F/ut Lr t9r vvtLr I uqtsst :Jut{. g>

16



to create and work through their
career development plans. Twenty-five
employees participated in the Targeted
Develooment for Diverse Talent
program in 2018.

. Leadership NiSource - To strengthen
the comoetencies critical to NiSource's

success in mid-level rising leaders.

The program focuses on developing
others, formulating strateEy and

leading change. Leadership NiSource

is our flagship developme nt program.

Eighteen leaders graduated from the
2OTB Leaderslrip NiSource program.

To support talent and employee
development, we foster a culture of
inclusion and diversity. Our success

depends on being open to ner,v ways

of thinking that can make us a better
community partner and a stronger
company. We value the perspective each

employee brrngs and measure employee
engagement and experience through our
employee survey, Our most recent survey
shov.red engagement was rated at
89 percent, and over the past three years,

the organization was rated above averaEe

in the Inclusive Culture Index, a benchmark
that measures employees' perspectives on

an inclusive working environment.

Throughout all levels of the organization,
we have a large number of local inclusion

and diversity efforts, as well as corporate-
wide initiatives such as our employee
resource 9roups.

Our commitment to inclusion and diversity
is more than just the right thing to do lt
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drives tangible benefits for our conlpany,
our customers and all of our stakeholders

SELECT RECOGNITION
Ar-ross otir aomnanrr rnrr.'ro nrorrrj to have
^vr 

vJJ I r|\Jur rj'

been recognized as strong community
partners and for what makes us a great
place to work. Some of our 2OT8 highlights
include:

. Named one of the World's Most
Ethical Companies by Ethisphere -
We were one of 135 companies from
23 countries honored for leadershlp
in ethical business standards. This

recognition honors companies that
lead v,rith integrity and prioritize ethical
hrrsinpss nrar^tices.

. Named to the Dow Jones
Sustainability Index (DJSI) - North
America - In recognition of our

sustainable business practices and

oerformance.

. Named in Forbes' ranking of
America's Best Large EmPloyers -
In 2018, we were ranked as the No. 7

utility and No. 1O5 overall out of 5OO

listed companies.

. Named to the Bloomberg Gender'
Equality Index - We were one of
104 global companres from lO sectors
in 24 countries to be included in the
inaugural Bloomberg Gender Equality

Index, recogt-rizing our efforts to create
a work envlronment that supports
gender equality.

t/
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Schedule I - Reconciliation of Consolidated Net lncome (Loss)Available lot0!69ft1tlffi ttrout

Shareholders to Net Operating Earnings Available to Common Shareholders (Non-GAAP)
(unaudited)

Three l\lonths Ended Twelve llonths Ended
December 31, December 31,

(in mitlions, except per share amounts) 2018 2017 2018 2017

GAAP Net lacome (Loss) Avaitable to Common Shareholders $ (1e.8) $ (52.4 ) $ (65.6l $ 128.5

AdjustmenG to Operating lncome (Loss):

Operating ReYenues:

Weather - compared to normal

Greater Lavyrence lncident(t)

Operating Expenses:

Plant retirement costsQ

lT service provider lransition costs(3)

Greater Lawrence IncidentF)

l-oss on sale of assets and impairments, net

(10.6)

3.9

ar*
0.8

(6.s) (32.5)

3,9

3.3

830.6

1.2

30.2

't "5

":
8.3

0-1

Total adjustments to operating income (loes) 373.1 E06.51,5 53.3

Other Income (Deductions):

Greater Lawrence Incident - Charitable contribution{a)

Interest rate swap settlement gain

Loss on early extinguishment of long-ierm debt

lncome Taxes:

Tax effec't of above items

Income laxes - discrete items(s)

10.4

o'j

(7e.8)

(117.0)

0.1

1e1.1

20.7

(46.2)

45.5 't't1.5

(180.6) (s6.e)

(1 17.0) 1 61 .1

Totaladjustrnent$ to net i*come {loss) 161,7 162.7 528.9 269.0

Net Operating Earnings Available to Common Shareholders
(Non-GAAP)

Basic Average Common Share* Outstanding
GAAP Basic Earnings (Loss) Per Share

Adiuslments to basic eamings (toss) per share

$ 141.e $

369.4

(0.05) $
0.43

403.3 $ 397.5

356.5 329.4

(0.181 $ o.3e

1.4E 0.82

110,3

337.5

(0.16)

0.49

Non-GAAP Basic Net Operating Earnings Per Share $ 0.s8 $ 0"33 $ 1.30 $ 1.21
(nl Represents t of the Greater Lavyrence Incident.(2)Represents 

t of UniG 7 and I at Bailly Generating Station.
'"'Represents nsulting costs associated with termination of the IBM lT services
agreement and the trangtion to a new mulli-vendor strategy for lT service delivery.
(u) 

Represents costs incuned for estimated third-party claims and related other expenses as a result of the Greater Lawrence lncident
nel of insurane€ recoveries recorded to date-
(sr2017 activity represents the irnpact of adopting the provisions of ihe Tax cuts and Jobs Act ot 2017.2018 activity represents
adjustrnenls to the impact of lhe Tax Cuts and Jobs Act at 2017 due to regulatory actions in 2018.
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For the tansition period frorn _ to _

Commission file number 001-16189

NiSource Inc.
(Exact name ofregisfaot as specified in its charter)

35-2t08964

(I.R S. Employer
Idmtification No )

46410

(Zip Code)

(817\ 64't-5990
(Registrmt's telephone number, including rea code)

Name of each exchange on which registered

@

tr

Delaware

(State or otherjurisdiction of
incorporation or orgmiztion)

801 East 86th Avenue
Merrillville. Indiana

Common Stock New York

Securities registered pursuaot to Sectio n I 2(g) o f the Act: Non e

Indicate by check mark ifthe registant is a well-known seasoned issuer, as defured in Rule 405 ofthe Securities Acl Yes E No tr

IndicatebycheckmarkiftheregistantisnotrequiredtofilereportspursuanttoSection13orl5(d)oftheAcL YesE NoM

Indicate by check mark whetlrer the regishant (l) has filed all reports required to be frled by Section 13 or l5(d) ofthe Securities Exchange Act of 1934 during the preceding 12

months (or for such shorter period that tle registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yes EI No E

IndicatebycheckmarkwhethertheregistranthassubmittedelectronicalJyeverInteractiveDataFierequiredtobesubmittedpursuanttoRule405ofRelafon
this chapter) during the prece.ding I 2 months (or for such shorter period that the registant was required to submit such frles).

Yes EI No E

Indicate by check mark if disclosure of delinquent filers pursuant to lterh 405 of Regulation S-K ($229 405) is not contained herein, and will not be contained, to the best of
registrmt'sknowledge,indefmitiveproxyorinfomationstatementsincorporatedbyrefumceinPartlllofthisForml0-KoranyamendrnenttothisFormlO-K. tr
Indicatebycheckmarkwhedrertheregistrarrtisalargeacceleratedfiler,anacceleratedfiler,anon-acceleratedflef'asmallerreportingcompany.ormemgbg
Se tbe definition of "large accelerated filer," "accelerated fler," "smaller reporting company," and "ernerging growth company" in Rute l2-b-2 ofthe Exchmge Act

Large accelerated filer E Accelerated filer E Emerging growth company E
Non-accelerated filer E Smaller reporting company E

If an emerging growth company, indicate by check mark if the registant has elected not to use the extended tansition peiiod for complying with any new or revised financial
accounting standards provided pursuant io Section l3(a) ofthe Exchange Act. E

Indicate by check mark whether tbe registrmt is a shell compmy (as defrned in Rule 12b-2 of dre Act). Yes tr No EI

The aggregate market value of the registant's common stock, par value $0.01 per share (the "Common Stock") held by non-affiliates was approximately $9,506,346,286 based

upon tbe Jue 29, 2018, closing price of $26.28 on fte New York Stock Exchange.

There were 372,494,365 shares ofCommon Stock outstanding as ofFebruary 12,2019.

Documents Incomorated bv Referoce

PartIIIofdrisreportincorporatesbyreferencespecifcportionsoftheRegistmt'sNoticeofAnrrualMeetingandProxyStatementrelatingtotheAnnualMeetingofScbolders
to be held on May 7, 2019.



Exhibit No. 403
Attachment A

Page22 ot 160
\Mtness: P.R. MoulCONTENTS

Defined Terms

Item 1. Business

Item 1A. Risk Facton

Item 1B. Unresolved StaffComments

Item 2. Prooerties

Item 3. Lesal Proceedines

Item 4. Mine Safetv Disclosures

Suoolemental Item. Executive Oflicers of the Resistrant

Part tr

Item 5.

Item 6.

Item 7.

Item 7A.

Item 8.

Item 9.

Item 9A.

Item 98.

Item 10.

Item I l.
Item 12.

Item 13.

Item 14.

Item 15.

Sisnatures

Selected Financial Data

Ouantitative and Oualitative Disclosures About Market Risk

Financial Statements and Suoplementan Data

Controls and Procedures

Other Information

Directon. Executive Officen and Corporate Govemance

Executive Compensation

Exhibits. Financial Statement Schedules

Page
No.

6
2

l9
T9

t9
19

20

2l
23

25

41

4t
115

I l)

l-L5.

tt6
116

116

ll6
il6

lt7
t22



Table ofContents

DEFINEDTERMS

The following is a list ofabbreviations or acronyms that are used in this report:

NiSource Subsidiaries. Affiliates and Former Subsidiaries

Capital Markets (former subsidiary)

Columbia (former subsidiary)

Columbia of Kentucky

Columbia of Maryland

Columbia of Massachusetts

Columbia of Ohio

Columbia of Pennsylvania

Columbia of Virginia

Company

CPG (former subsidiary)
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NiSource Capital Markets, Inc.

Columbia Energy Group

Columbia Gas ofKentucky, hc.
Columbia Gas of Maryland. Inc.

Bay State Gas Company

Columbia Gas ofOhio, hc.
Columbia Gas ofPennsylvania, Inc.

Columbia Gas ofVirginia, Inc.

NiSource Inc. and its subsidiaries, unless otherwise indicated by the context

Columbia Pipeline Group, Inc.

NIPSCO Northem lndiana Public Sewice Company LLC

NiSource or "our") NiSource Inc.

NiSource Corporate Sewices NiSource Corpomte Services Company

NiSource Finance (former subsidiary) NiSource Finance Corporation

Abbreviations

ACE Affordable clean energy

AFLIDC Allowance forfunds used during cbnstruction

AMR Automatic meter reading

AMRP Accelerated Main Replacement hogram

AOCI Accumulated Other Comprehensive Income

ASC Accounting Standards Codification

ASU Accounting Standards Update

ATM At-the-market

Board Board ofDirectors

BTA Build-transfer agreement

CAA Clean AirAct
CAP Compliance Assurance Process

CCGT Combined Cycle Gas Turtine

CCRs Coal Combustion Residuals

CEP Capital Expenditure Program

CERCLA Comprehensive Environmental Response Compensation and Liability Act
(also known as Superfund)

CO2 Carbon dioxide

CPP CleanPowerPlan

DPU Department ofPublic Utilities
DSIC Distribution System Investment Charge

DSM Demand Side Management

ECT Environmental Cost Tracker

EERM Environmental Expense Recovery Mechanism

EGUs Electric Utilitv Steam Generatine Units



Table ofContents

Exhibit No. 403
Attachment A

Page 24 of 160
\Mtness: P.R. Moul

DEFINED TERMS

ELG Effluence limitations guidelines

EPA United States Environmental Protection Agency

EPS Eamings per share

FAC Fuel adjustment clause

FASB FinancialAccounting StandardsBoarc

FERC Federal Energy Regulatory Commission

FMCA Federally Mandated Cost Adjustment

FTRs Financial Transmission Rights

GAAP Generally Accepted Accounting Principles

GCA Gas cost adjustment

GCR Gascostrecovery

GHG Greenhousegas

GSEP Gas SystemEnhancementProgram

GWh Gigawatt houn
IRIS Infrastructure Replacement and Improvement Surcharge

IRP Infrastructure Replacement Program

IRS Intemal Revenue Service

IURC Indiana Utility Regulatory Commission

LDCs Local distribution companies

LIBOR London inter-bank offered rate

LIFO Last-in, fint-out
MGP Manufactured Gas Plant

MISO Midcontinent Independent System Operator

Mizuho Mizuho Corporate Bank Ltd.

MMDth Million dekatherms

MW Megawatts

MWh Megawatt houn
NOL Net Operating Loss

NTSB National Transportation Safety Board

\M\,lEX The New York Mercantile Exchange

I.IYSE The New York Stock Exchange

OPEB OtherPostretirement and Postemployment Benefits

PCB Polychlorinatedbiphenyls

PHMSA U.S. Department of Transportation Pipeline and Hazardous Materials Safety
Administration

PNCC Post-in-service carrying charges

PPA Purchase plan agreement

PSC Public Service Commission
PTC Production Tax Credits

PUC Public Utility Commission

PUCO Public Utilities Commission of Ohio

RCRA Resource Conservation and Recovery Act
ROU Right ofuse

SAB Staffaccounting bulletin
SAVE Steps to Advance Virginia's Energy Plan
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Separation

SEC

STRIDE

Sugar Creek

TCJA

TDSIC

VIE

VSCC

wcE
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DEFINEN TERMS

The separation of our natural gas pipeline, midstream and storage business
from our natural gas and electric utility business accomplished through a pro
rata distribution to holders of our outstanding common stock of all tbe
outstanding shares ofcommon stock ofCPG. The separation was completed
onJuly 1,2015.

Securities and Exchange Commission

Strategic Infrastructure Development and Enhancement

Sugar Creek electric generating plant

Tax Cuts and Jobs Act of2017

Transmission, Distribution and Storage System Improvement Charge

Variable Interest Entity

Virginia State Corporation Commission

Whiting Clean Energy

No le reg arding forw ardJ o o king sto.te me nts
ThisAnnual Report on Form l0-Kcontains "forurard-looking statements," within the meaning ofSection 27Aofthe SecuritiesAct of 1933, as amended (the

"SecuritiesAct"), and Section 2lE ofthe Securities ExchangeAct of1934, as amended (the "ExcbangeAct"). Investors and prospective investors should
understand that many factors govem whether any forwardJooking statement contained herein will be or can be realized. Any one ofthose factors could cause
actual results to differ materially frorn those projected. These forward-looking statements include, but are not limited to, statements conceming our plans,
strategies, objectives, exp6cted performance, expenditures, recovery ofexpenditures through rates, stated on either a consolidated or segment basis, and any
and all underlying assumptions and other statements that are other than statements ofhistorical fact. All forwardJooking statements are based on assurnptions
that management believes to be reasonable; however, there can be no assurance that actual results will not differ materially.

Factors that could cause actual results to differ materially from the projections, forecasts, estimates and expectations discussed in this Annual Report on Form
I 0-K include, among other things, our debt obligations; any changes to the credit rating of our or certain of our subsidiaries; our ability to execute our
growth strategy; changes in general economic, capital and commodity market conditions; pension funding obligations; economic regulation and the impact
ofregulatory mte reviews; ourability to obtain expected financial orregulatory outcomes; ourability to adapt to, and manage costs related to, advances in
technology; any changes in our assumptions regarding the financial implications ofthe Greater Lawrence Incident; potential incidents and other operating
risks associated with our business; our ability to obtain sufficient insurance coverage; the outcome of legal and regulatory proceedings, investigations,
incidents, claims and litigation; any damage to our reputation, including in connection with the Greater Lawrence Incident; compliance with environmental
laws and the costs ofassociated liabilities; fluctuations in demand fiom residential and commercial customers; economic conditions ofcertain industries; the
success ofNIPSCO's electric generation strategy; the price ofenergy commodities and related transportation costs; the reliability ofcustomen and suppliers
to fulfill their payment and contractual obligations; potential impairments of goodwill or definite-lived intangible assets; changes in taxation and
accounting principles; the impact ofan aging infrastructure; the impact ofclimate change; potential cyber-attacks; construction risks and natural gas costs

and supply risks; extreme weather conditions; the attraction and retention of a qualified workforce; the ability of our subsidiaries to generate cash;

uncertaintibs related to the expected benefits ofthe Separation; our ability to manage new initiatives and organizational changes; the performance ofthird-
party supplien and sewice providers; and other matten set forth in Item lA, "Risk Factors" ofthis report, many ofwhich risks are beyond our control. In
addition, the relative contributions to profitability by each business segment, and the assumptions underlying the forwardlooking statements relating
thereto, may change overtime.

All forwardlooking statements are expressly qualified in their entirety by the foregoing cautionary statements. We undertake no obligation to, and expressly
disclaims any such obligation to, update or revise any forwardlooking statements to reflect changed assumptions, the occunence of anticipated or
unanticipated events or changes to the future results over time or otherwise, except as required by law.
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NiSource Inc. is an energy holding company underthe Public Utility Holding CompanyAct of2005 whose subsidiaries are fully regulated natural gas and

electric utility companies sewing approximately 4.0 million customers in seven states. NiSource is the successorto an Indiana corporation organized in 1987
underthe name ofNIPSCO hdustries, Inc., which changed its name to NiSource on April 14,1999.

NiSource is one ofthe nation's largest natural gas distribution companies, as measured by numberofcustomers. NiSource's principal subsidiaries include
NiSource Gas Distribution Group, Inc., a natural gas distribution holding company, and NIPSCO, a gas and electric company. NiSource derives substantially
all ofits revenues and eamings from the operating results ofthese rate-regulated businesses.

On September 13,2018, a series offires and explosions occurred in Lawrence,Andoverand NonhAndove4 Massachusetts related to the delivery ofnatural
gas by Columbia ofMassachusetts (referred to herein as the "Greater Lawrence Incident"). The Greater Lawrence Incident resulted in one fatality and a

number of injuries, damaged multiple homes and businesses, and caused the temporary evacuation of significant portions of each municipality. The
Massachusetts Govemor's Office declared a state of emergency, authorizing the Massachusetts DPU to order another utility company to coordinate the
restorationofutilityservicesinLawrence,AndoverandNorthAndover.Theincidentresultedintheinterruptionofgasforapproximately 7,500gasmeters,
tbe majority ofwhich serve residences and ofwhich approximately 700 serve businesses, and the interruption ofother utility sewice more broadly in the area.
Columbia ofMassachusetts has replaced the cast iron and bare steel gas pipeline system in the affected area and restored sewice to nearly all ofthe gas

meters. Referto Note 18-C, "Legal Proceedings," and E. "OtherMatters," in the Notes to Consolidated Financial Statements formore information.

NiSource's reportable segments are: Gas Distribution Operations and Electric Operations. The following is a summary ofthe business for each reporting
segment. Refer to Item 7, "Management's Discussion and Analysis of Financial Condition and Results of Operations" and Note 22, "Segments of Business,"
in the Notes to Consolidated Financial Statements for additional information for each sesment.

Gas Distribution Ooerations
Our natural gas distribution operations sewe approximately 3.5 million customers in seven states and operate approximately 60,000 miles of pipeline located
in our seryice areas described below. Through ourwholly+wned subsidiary NiSource Gas Distribution Group, Inc., we own six distribution subsidiaries that
provide natural gas to approximately 2.6 million residential, commercial and industrial customen in Ohio, Pennsylvania, Vrginia, Kentucky, Maryland and
Massachusetts. Additionally, we distribute natural gas to approximately 832,000 custome$ in northem Indiana through our wholly-owned subsidiary
NIPSCO.

Electric Ooerations
We generate, transmit and distribute electricity through our subsidiary NIPSCO to approximately 472,000 customers in 20 counties in the northem part of
Indiana and engage in wholesale and transmission transactions. NIPSCO owns and opemtes two coal-fired electric generating stations: fourunits at R.M.
Schahfer located in Wheatfield, IN and one unit at Michigan City located in Michigan City, IN. The two operating facilities have a generating capacity of
2,080 MW. NIPSCO also owns and operates Sugar Creek, a CCGT plant located in West Terre Haute, IN with generating capacity of 571 MW, three gas-fired
generating units located at NIPSCO's coal-fired electric generating stations with a generating capacity of I 86 MW and two hydroelectric generating plants
with a generating capacity of 16 MW: Oakdale located at Lake Freeman in Canoll County, IN and Norway located at Lake Schahfer in White County, IN.
These facilities provide for a total system operating generating capacity of 2,853 MW.

In May 2018, NIPSCO completed the retirement of two coal-buming units (Units 7 and 8) at Bailly Generating Station, located in Chesterton, IN. These units
had a generating capacity of approximately 460 MW Refer to Note l8-8, "Other Matten," in the Notes to Consolidated Financial Statements for additional
information on these retirements.

NIPSCO's transmission system, with voltages from 69.000 to 765,000 volts, consists of 2,963 circuit miles. NIPSCO is interconnected with five neighboring
electric utilities. During the year ended December 3 1, 20 I 8, NIPSCO gen ented,69.4%o and purchased 30.6% ofits electric requirements.

NIPSCO participates in the MISO transmission service and wholesale energy market. MISO is a nonprofit organization created in compliance with FERC
regulations to improve the flow of electricity in the regional marketplace and to enhance electric rrliability. Additionally, MISO is responsible for managing
energy markets, transmission coDstraints and the day-ahead, real-time, FTR and ancillary markets. NIPSCO transfened functional control of its electric
transmission assets to MISO, and transmission sewice for NIPSCO occun under the MISO Open Access Transmission Tariff
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Business Strates)/
We focus our business strategy on our core, rate-regulated asset-based businesses with most of our operating income generated from the rate-regulated
businesses. Our utilities continue to move forward on core infrastructure and environmental investment programs supported by complementary regulatory
and customer initiatives across all seven states in which we operate. Our goal is to develop strategies that benefit all stakeholders as we address changing
customer conservation pattems, develop more contemporary pricing structures, and embark on long-term investment programs. These strategies are intended
to improve reliability and safety, enhanca customer services and reduce emissions while genemting sustainable retums.

In its 2018 Integrated Resource Plan submission to the IURC, NIPSCO laid out a plan to retire the R.M. Schahfer Generating Station (Units 14, I 5, 17, and 1 8)
by 2023 and Michigan City Generating Station (Unit 12)by 2028. These units represent 2,080 MW of generating capacity, equal to 72% of NIPSCO's
remaining capacity after the retirement ofBailly Units 7 and 8 in May of20 I 8. The current replacement plan includes renewable sources ofenergy, including
wind, solar, and battery storage to be obtained through a combination of NIPSCO ownership and PPAs. Refer to Note l8-E, "Other Matters," in the Notes to
Consolidated Financial Statements for further discussion ofthese plans.

Comoetition and Changes in the Resulatorv Environment
The regulatory frameworks applicable to our operations, at both the state and federal levels, continue to evolve. These changes have had and will continue to
have an impact on our operations, structure and profitability. Management continually seeks new ways to be more competitive and profitable in this
environment.

The Gas Distribution Operations companies have pursued non-traditional revenue sources within the evolving natural gas marketplace. These efforts include
the sale ofproducts and sewices upsheam ofthe companies'service territory, the sale ofproducts and sewices in the companies'sewice territories, and gas
supply cost incentive mechanisms for service to their core markets. The upstream products are made up oftransactions that occur between an individual Gas
Distribution Operations company and a buyer for the sales ofunbundled or rebundled gas supply and capacity. The on-system sewices are offered by us to
customers and include products such as the transportation and balancing of gas on the Gas Distribution Operations company system. The incentive
mechanisms give the Gas Distribution Operations companies an opportunity to share in the savings created from such situations as gas purchase prices paid
below an agreed upon benchmark and their ability to reduce pipeline capacity charges with their customers.

lncreased efliciency ofnatural gas appliances and improvements in home building codes and standards has contributed to a long-term trend ofdeclining
average use per customer. Residential usage for the year ended December 3 1, 201 8 increased primarily due to colder weather in our operating area compared
to the prior year. While historically rate design at the distribution level has been structured such that a large portion of cost recovery is based upon
throughput rather than in a fixed charge, operating costs are largely incurred on a fixed basis and do not fluctuate due to changes in customer usage. As a

result, Gas Distribution Operations have punued changes in rate design to morc effectively match recoveries with costs incurred. Each ofthe states in which
Gas Distribution Operations operate has different requirements regarding the procedure for establishing changes to rate design. Columbia ofOhio restructured
its rate design through a base rate proceeding and has adopted a "de<oupled" rate design which more closely links tlre recovery offixed costs with fixed
charges. Columbia of Massachusetts received regulatory approval of a decoupling mechanism which adjusts revenues to an approved benchmark level
through a volumetric adjustment factor. Columbia of Maryland and Columbia of Virginia have regulatory approval for a revenue normalization adjustment
for certain customer classes, a decoupling mechanism whereby monthly revenues that exceed or fall short ofapproved levels are reconciled in subsequent
months. In a prior base rate proceeding, Columbia of Pennsylvania implemented a pilot residential weather normalization adjustment. Columbia of
Maryland, Columbia of Mrginia and Columbia of Kentucky have had approval for a weather normalization adjustment for many yean. In a prior base rate
proceeding, NIPSCO implemented a higher fixed customer charge for residential and small customer classes moving toward full straight fixed variable rate
design.

Nalural Gas Competition. Open access to natural gas supplies over interstate pipelines and the deregulation ofthe conrmodity price ofgas has led to
tremendous change in the energy markets. LDC customers and marketers can purchase gas directly from producers and marketers as an open, competitive
market for gas supplies has emerged. This separation or "unbundling" of the transportation and other sewices offered by pipelines and LDCs allows
customers to purchase the commodity independent ofservices provided by the pipelines and LDCs. The LDCs continue to purchase gas and recover the
associated costs from their customers. Our Gas Distribution Operations'subsidiaries are involved in programs that provide customers the oppoftunity to
purchase their natural gas requirements from third parties and use our Gas Distribution Operations' subsidiaries for transportation services.

Gas Distribution Operations competes with investorowned, municipal, and cooperative electric utilities throughout its service areas as well as other
regulated and unregulated natural gas intra and interstate pipelines and other altemate fuels, such as propane
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and fuel oil. Gas Distribution Operations continues to be a strong competitor in the energy market as a result ofstrong customer prcference for natural gas.

Competition with providen ofelectricity has traditionally been the strongest in the residential and commercial markets ofKentucky, southem Ohio, central
Pennsylvania and westem Vrrginia due to comparatively low electric rates. Natural gas competes with fuel oil and propane in the Massachusetts market
mainly due to the installed base offuel oil and propane-based heating which has comprised a declining percentage ofthe overall market overthe last few
yean. However, fuel oil and propane are more viable in today's oil market.

Eleclric Competition. lndiana electric utilities generally have exclusive sewice areas under Indiana regulations, and retail electric customers in Indiana do
not have the ability to choose their electric supplier. NIPSCO faces non-utility competition from other energy sources, such as self-generation by large
industrial customers and other distributed enersv sources.

Seasonalitv
A significant portion ofour operations are subject to seasonal fluctuations in sales. During the heating season, which is primarily from November through
March, revenues from gas sales are more significant, and during the cooling season, which is primarily June through September, revenues from electric sales
are more significant, than in other months.

Other Relevant Business Information
Our customer base is broadly diversified, with no single customer accounting for a significant portion ofrevenues.

As ofDecember 31, 2018, we had 8,087 employees ofwhom 3,154 were subject to collective bargaining agreements. Collective bargaining agreements for
1,9 I 8 employees are set to expire within one year.

For a listing ofcertain subsidiaries ofNisource refer to Exhibit 2 1 .

We electronically file various reports with the SEC, including annual reports on Form 10-I( quarterly reports on Form l0-Q, current reports on Form 8-K and
amendments to such reporls, as well as our prcxy statements for the Company's annual meetings of stockholders athttp://www.sec.gov. Additionally we
make all SEC filings available without charge to the public on ourweb site 

^t 
http://wwu'.nkource.com.
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Ouroperations and financial results are subject to various risks and uncertainties, including those described below, that could advenely affect ourbusiness,
financial condition, results ofoperations, cash flows, and the trading price ofour common stock.

We have substantial indebtedness which could adversely affect our financial condition.

Ourbusinesses are capital intensive and we rely significantly on long-term debt to fund a portion ofour capital expenditures and repay outstanding debt, and
on short-term borrowings to fund a portion ofday-to{ay business operations. We had total consolidated indebtedness of$9,1 32.6 million outstanding as of
December 3 l, 20 I 8. Our substant.ial indebtedness could have important consequences. For example, it could:

. limit our ability to bonow additional funds or increase the cost of borrowing additional funds;

. reduce the availability ofcash flow from operations to fi:nd working capital, capital expenditures and other general corporate purposes;

. limit our flexibility in planning for, or reacting to, changes in tlre business and the industries in which we operate;

. lead parties witb whom we do business to require additional credit support, such as letters ofcredit, in orderforus to transact such business;

. place us at a competitive disadvantage compared to competitors that are less leveraged;

. increase vulnerability to general adverse economic and industry conditions; and

. limit our ability to execute on our groMh strategy, which is dependent upon access to capital to fund our substantial infrastructure investment

Program.

Some ofour debt obligations contain financial covenants related to debt-to<apital ratios and crossdefault provisions. Our failure to comply with any of
tlrese covenants could result in an event ofdefault, which, ifnot cured or waived, could result in the acceleration ofoutstanding debt obligations.

A drop in our credit ratings could adversely impact our cash flows, results ofoperation, financial condition and liquidity.

The availability aud cost ofcredit for our businesses may be greatly affected by credit ratings. The credit rating agencies periodically review our ratings,
taking into account facton such as ourcapital structure, eamingsprofile, and, in 2018, the impacts of the TCJAand the GreaterLawrence Ircident. In March
2018, Moody's affirmed our senior unsecured rating of Baa2 and our commercial paper rating of P-2, with stable outlooks. Moody's also affrrmed NIPSCO's
Baal rating and Columbia of Massachusetts's Baa2 rating, with stable outlooks. In May 201 8, Standard & Poor's affirmed our BBB+ senior unsecured ratings
and affirmed our commercial paper rating ofA-2, but changed the outlook on each rating from stable to negative in September 201 8 as a result ofpotential
impacts of the Greater Lawrence lncident. In June 2018, Fitch affirmed our and NIPSCO's long-term issuer defuult ratings of BBB and upgraded the
commercial paper rating to F2 from F3, with stable outlooks. A credit rating is not a recdmmendation to buy, sell or hold securities, and may be subject to
revision or withdrawal at any time by the assigning rating organization.

We are committed to maintaining investment grade credit ratings, however, there is no assurance we will be able to do so in the future. Our credit ratings
could be lowered orwithdrawn entirely by a rating agency if, in itsjudgment, the circumstances wanant.Any negative rating action could adversely affect
our ability to access capital at rates and on terms that are attractive. A negative rating action could also adversely impact our business relationships with
suppliers and operating partners, who may be less willing to extend credit or offer us similarly favorable terms as secured in the past under such
circumstances.

Certain ofour subsidiaries have agreements that contain "ratings triggen" that require increased collateral in the form ofcash, a letter ofcredit or other forms
ofsecurity for new and existing transactions ifthe credit ratings ofour or certain ofour subsidiaries are dropped below investment grade. These agreements

are primarily for insurance purposes and for the physical purchase or sale ofgas or power. As ofDecember 3 l, 20 1 8, the collateral requirement that would be
required in the event ofa downgrade below the ratings trigger levels would amount to approximately $53.8 million. In addition to agreements with ratings
triggers, there are other agreements that contain "adequate assurance" or "material adverse change" provisions that could necessitate additional credit
support such as letters ofcredit and cash collateral to transact business.

If our or certain of our subsidiaries credit ratings were downgraded, especially below investment grade, financing costs and the principal amount of
bonowings would likely increase due to the additional risk ofour debt and because certain counterparties may require additional credit support as described
above. Such amounts may be material and could adversely affect our cash flows, results ofoperations and financial condition. Losing investment grade credit
ratings may also result in more restrictive covenants
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and reduced flexibility on rcpayment terms in debt issuances, lower share price and greater stockholder dilution from common equity issuances, in addition
to reputational damage within the investment community.

We may not be able to execute our business pla n or gronth strategy, including utility infrastructure investments.

Business or regulatory conditions may result in us not being able to execute our business plan or growth strategy, including identified, planned and other
utility infrastn:cture investments. Our customer and regulatory lnitiatives may not achieve planned results. Utllity infiastructure investments may not
materialize, may cease to be achievable or economically viable and may not be successfully completed.Natural gas may cease to be viewed as an
economically and environmentally attractive fuel. Certain groups may continue to oppose natural gas delivery and infrastructure investments because of
perceived environmental impacts associated with the natural gas supply chain and end use. Energy consewation, energy efliciency, distributed generation,
energy storage, policies favoring electric heat over gas heat and other facton may reduce energy demand. Any ofthese developments could adversely affect
our results of operations and grorr,'th prospects.

Adverse economic and market conditions or increases in interest rates could materially and adversely affect our results of operations, cash flows,
financial condition rnd liquidity,

While the national economy is experiencing modest growth, we cannot predict how robust future growth will be orwhether it will be sustained. Deteriorating
or sluggish economic conditions in our operating jurisdictions could adversely impact our ability to maintain or grcw our customer base and collect revenues
from customen, which could reduce revenue growth and increase operating costs. In addition, a rising interest rate environment may lead to higher bonowing
costs, which may adversely impact reported eamings, cost ofcapital and capital holdings. Rising interest rates and negative market or company events may
also result in a decrease in the price ofour shares ofcommon stock.

We rely on access to the capital markets to finance our liquidity and long-term capital requirements, including expenditures for our utility infrastructure and
to comply with future regulatory requirements, to the extent not satisfied by the cash flowgenerated by ouroperations. We have historically relied on long-
term debt and on the issuance ofequity securities to fund a portion ofourcapital expenditures and repay outstanding debt, and on short-term bonowings to
fund a portion ofday-to-day business operations. Successful implementation ofour long-term business strategies, including capital investment, is dependent
upon our ability to access the capital and credit markets, including the banking and commercial paper markets, on competitive terms and rates. An economic
downtum or uncertainty, market turmoil, changes in tax policy, challenges faced by financial institutions, changes in our credit ratings, or a change in
investor sentiment toward us or the utilities industry generally could adversely afrect our ability to raise additional capital or refinance debt. Reduced access
to capital markets and/or increased borrowing costs could reduce future net income and cash flows. Refer to Note 14, "Long-Term Debt," in the Notes to
Consolidated Financial Statements for information related to outstanding long-term debt and maturities ofthat debt.

Ifany ofthese risks or uncertainties limit our access to the credit and capital markets or significantly increase our cost ofcapital, it could limit our ability to
implement, or increase tbe costs ofimplementing, our business plan, which, in tum, could materially and adversely affect our results ofoperations, cash flows,
financial condition and liquidity.

Capital market performance and other factors may decrease the value ofbenefit plan assets, which then could require significant additional funding
and impact earnings.

The perforrnance ofthe capital markets affects the value ofthe assets that are held in trust to satis$ future obligations underdefined benefit pension and
other postretirement benefit plans. We have significant obligations in these areas and hold significant assets in these trusts. These assets are subject to market
fluctuations and may yield uncertain retums, which fall below our projected rates of retum. A decline in the market value of assets may increase the funding
requirements ofthe obligations under the defined benefit pension and other postretirement benefit plans. Additionally, changes in interest rates affect the
liabilities under these benefit plans; as interest rates decrease, the liabilities increase, which could potentially increase funding requirements. Furlher, the
funding requirements of the obligations related to these benefits plans may increase due to changes in govemmental regulations and participant
demographics, including increased numbers ofretirements or changes in life expectancy assumptions. In addition, lower asset retums result in increased
expeDses. Ultimately, significant funding requirements and increased pension or other postretirement benefit plan expense could negatively impact our
results ofoperations and financial position.
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The majority ofour revenues are subject to economic regulation and are exposed to the impact ofregulatory rate reviews and proceedings.

Most ofour revenues are subject to economic regulation at either the federal or state level. As such, the revenues generated by us are subject to regulatory
review by the applicable federal or state authoity. These rate reviews determiDe the rates charged to customers and directly impact revenues. Our financial
results are dependent on frequent regulatory proceedings in orderto ensure timely recovery ofcosts. In addition to ourongoing regulatory proceedings, the
rccovery ofthe Greater Lawrence pipeline replacement capital investment will be addressed in a futurc regulatory proceeding as discussed in Note I 8, "Other
Commitments and Contingencies - E. Other Matters" in the Notes to Consolidated Financial Statements. The outcomes of these proceedings are uncetain.
Additionally, the costs ofcomplying with current and future changes in environmental and federal pipeline safety laws and regulations are expected to be
significant, and their recovery through rates will also be contingent on regulatory approval.

As a result of eflorts to introduce market-based competition in certain markets where the regulated businesses conduct operations, we may compete with
independent marketers for customen. This competition exposes us to the risk that certain infiastructure investments may not be recoverable and may affect
results ofour growth strategy and financial position.

Failure to adapt to advances in technology and manage the related costs could make us less competitive and negatively impact our results ofoperations
and fi nancial condition,

A key element of our business model is that generating power at central station power plants achieves economies of scale and produces power at a

competitive cost. We continue to research, plan for, and implement new technologies that produce power or reduce power consumption. These technologies
include renewable energy, distributed generation, energy storage, and energy efficiency. Advances in technology and changes in laws or regulations are

reducing the cost ofthese or other altemative methods ofproducing power to a level that is competitive with that ofmost central station power electric
production or result in smaller-scale, more fuel efficient, and/or more cost effective distributed generation. This could cause power sales to decline and the
value ofour generating facilities to decline. In addition, customers are increasingly expecting enhanced communications regarding their electrjc and natural
gas sewices, which, in some cases, may involve additional invqstments in technology. Newtechnologies may require us to make significant expenditures to
remain competitive and may result in the obsolescence ofcertain ofour operatrng assets,

Our future success will depend, in part, on our ability to anticipate and successfully adapt to technological changes, to offer sewices that meet customer
demands and evolving industry standards, and to recover all, or a significant portion of, any unrecovered investment in obsolete assets. A failure by us to
effectively adapt to changes in technology and manage the related costs could harm our ability to remain competitive in the marketplace for our products,
services and processes and could have a material adverse impact on our results ofoperations and financial condition.

The Greater Lawrence Incident has had and may have an additional material adverse impact on our financial condition, results ofoperations and cash
flows.

ln connection with the Greater Lawrence Incident, we have incurred and will incur various costs and expenses as set forth
in Note I 8 "Other Commitments and Contingencies - C. Legal Proceedings," and " - E. Other Matters" in the Notes to Consolidated Financial Statements.

As more information becomes known, including information resulting from the NTSB investigation, management's estimates and assumptions regarding the
costs and expenses to be incuned and the financial impact ofthe Greater Lawrence Incident may change, A change in management's estimates or assumptions
could result in an adjustment that would have a material impact on our financial condition, results ofoperations and casb flows during the period in which
such change occurred.

In addition, we are unable to predict the timing and amount ofinsurance recoveries. Total expenses related to the incident have exceeded the total amount of
liability insurance coverage available under our policies. In addition, there may be certain types of damages, expenses or claimed costs, such as fines or
penalties, that may be excluded under the policies. Losses for which we are not fully insured or that are not covered by insurance at all could materially
adversely affect our results ofoperations, cash flows and financial position.

We may also incur additional costs associated with the Greater Lawrence Lrcident, beyond the amount currently anticipated, in connection with
investigations by regulaton, including the NTSB and Massachusetts DPU, as well as civil litigations. Furthe4 state or federal legislation may be enacted that
would require us to incur additional costs by mandating various changes, including changes to our operating practice standards for natural gas distribution
operations and safety. Ifwe are unable to recover the capital cost ofthe gas pipeline replacement in the impacted 4rea or we incur a material amount ofother
costs that we are unable to recover through mtes or offset through operational or other cost savings, our
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financial condition, results ofoperations, and cash flows could be materially and adversely affected.

Furthe4 if it is determined that we did not comply with applicable statutes, regulations, nrles, tariffs, or orders in connection with the Greater Lawrence
Incident or in connection with the operations or maintenance ofour natural gas system, and we are ordered to pay a material amount in customer refunds,
penalties, or other amounts, our financial condition, results ofoperations, and cash flows could be materially and adversely affected.

Our gas distribution activities, as well as generation, fansmission and distribution ofelectricity, involve a variety ofinberent hazards and operating
risks.

Our gas distribution activities, as well as generation, transmission, and distribution ofelectricity, involve a variety ofinherent hazards and operating risks,
including, but not limited to, gas leaks and over-pressurization, downed power lines, damage to our inAastructure by third parties, outages, environmental
spills, mechanical problems and other incidents, which could cause substantial financial losses, as demonstrated in part by the Greater Lawrence Incident. In
addition, these hazards and risks have resulted and may in the future result in serious injury or loss oflife to employees and/or the general public, significant
damage to propefty, environmental pollution, impairment ofour operations, adverse regulatory rulings and reputational harm, which in tum could lead to
substantial losses forus. The location ofpipeline facilities, orgeneration, transmission, substation and distribution facilities nearpopulated areas, including
residential areas, commercial business centen aod industrial sites, could increase the level ofdamages resulting from such incidents. As with the Greater
Lawrence Incident, certain incidents have subjected and may in the future subject us to litigation or administrative or other legal proceedings from time to
time, both civil and criminal, which could result in substantial monetary judgments, fines, or penalties against us, be resolved on unfavorable terms, and

require us to incur significant operational expenses. Ttre occurrence ofincideots has in certain instances adversely affected and could in the future advenely
affect ourreputation, cash flows, financial position and/orresults ofoperations. We maintain insurance against some, but not all, ofthese risks and losses.

We may be unable to obtain insurance on acceptable terms or at all, and the insurance coverage we do obtain may not provide protection against all
significant losses.

Our ability to obtain insurance, as well as the cost and coverage of such insurance, are affected by developments affecting our business; intemational,
national, state, or local events; and the financial condition of insurers. lnsurance coverage may not continue to be available at all or at rates or terms
acceptable to us. We expect the premiums we pay for our insurance coverage to significantly increase as a result of the Greater Lawrence Incident and market
conditions. In addition, our insurance is not sufficient or effective urder all circumstances and against all hazards or liabilities to which we are subject. For
example, total expenses related to the Greater Lawrence Incident lrave exceeded the total amount of liability coverage available under our policies. Also,
certain types ofdamages, expenses or claimed costs, such as fines and penalties, may be excluded under the policies. In addition, insurers providing liability
insurance to us may raise defenses to coverage under the terms and conditions ofthe respective insurance policies that could result in a denial ofcoverage or
limit the amount of insurance proceeds available to us. Any losses for which we are not fully insured or that are not covered by insurance at all could
materially adversely affect our results ofoperations, casb flows, and financial position. For rnore information regarding our insurance programs in the context
of the Greater Lawrence Incident, see Note 18, "Other Commitments and Contingencies - C. Legal Proceedings," and " - E. Other Matters" in the Notes to
Condensed Consolidated Financial Statements.

The outcome oflegal and regulatory proceedings, investigations, inquirieso claims and litigation related to our business operations, including those
related to the Greater Lawrence Incident may have a material adverse effect on our results ofoperations, financial position or liquidity.

We are involved in legal and regulatory proceedings, investigations, inquiries, claims and litigation in connection with our business operations, including
the Greater Lawrence Incident, the most significant of which are summarized in Note 18, "Other Commitments and Contingencies" in the Notes to
Consolidated Financial Statements. Our insurance is not expected to cover all costs and expenses we may incur relating to the Greater Lawrence krcident and
may not fully cover other incidents that may occur in the firture, Due to the inherent uncertainty ofthe outcomes ofsuch matters, there can be no assurance
that the resolution ofany particular claim or proceeding would not have a material adverse effect on our results ofoperations, financial position or liquidity.
Ifone or more ofsuch matters were decided against us, the effects could be material to our results ofopentions in the period in which we would be required to
record or adust tbe related liability and could also be material to our cash flows in the periods that wi would be required to pay such liability.
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We are exposed to significant reputational risks, which make us vulnerable to a loss of cost recovery, increased litigation and negative public
perception.

As a utility company, we are subject to adverse publicity focused on the reliability ofour services, the speed with which we are able to respond effectively to
electric outages, natural gas leaks or events and related accidents and similar interruptions caused by storm damage or other unanticipated events, as well as

our own or third parties' actions or failure to act. We are also subject to adverse publicity related to perceived environmental impacts. Ifcustomen, legislators,
or regulators have or develop a negative opinion of us, this could result in less favorable legislative and regulatory outcomes or increased regulatory
oversight, increased litigation and negative public perception. Recently, we have been subject to adverse publicity as a result of the Greater Lawrence
Incident, and it is difficult to predict the ultimate impact ofthis adverse publicity. The foregoing may have continuing adverse effects on ourbusiness, results
ofoperations, cash flow and financial condition.

Our businesses are regulated under numerous environmental laws.The cost ofcompliance with tbese laws, and changes to or additions to, or
reinterpretations of the laws, could be significant Liability from the failure to comply with existing or changed laws could have a material adverse
effect on our business, results ofoperations, cash flows and financial condition,

Our businesses are subject to extensive federal, state and local environmental laws and rules that regulate, among other things, air emissions, water usage and
discharges, and waste products such as coal combustion residuals. Compliance with these legal obligations require us to make expenditures for installation of
pollution control equipment, remediation, environmental monitoring, emissions fees, and permits at many of our facilities. These expenditures are
significant, and we expect that they will continue to be significant in the future. Furthermore, ifwe fail to comply with environmental laws and regulations or
are found to have caused damage to the environment or persons, even if caused by facton beyond our control, that failure or harm may result in the
assessment ofcivil or crirninal penalties and damages against us and injunctions to remedy the failure or harm.

Existing environmental laws and regulations may be revised and new laws and regulations seeking to change environmental regulation of the energy
industry may be adopted or become applicable to us. Revised or additional laws and regulations may result in significant additional expense and operating
restrictions on our facilities or increased compliance costs, which may not be fully recoverable from customers through regulated rates and could, therefore,
impact our financial position, financial results and cash flow. Moreover, such costs could materially affect the continued economic viability ofone or more of
our facilities.

An area of significant uncertainty and risk are the laws conceming emission of GHG. While we continue to reduce GHG emissions through priority pipeline
replacement, energy efficiency, leak detection, and other programs, and expect to further reduce GHG emissions through increased use ofrenewable energy,
GHG emissions are currently an expected aspect oftbe electric and natural gas business. Revised or additional future GHG legislation and/or regulation
related to the generation ofelectricity orthe extraction, production, distribution, transmission, storage and end use ofnatural gas could materially impact our
financial position, financial results and cash flows.

Even in instances where legal and regulatory requirements are already known or anticipated, the original cost estimates for environmental capital projects,
remediation ofpast environmental hamL orpollution reduction strategies and equipment can differmaterially from the amount ultimately expended. The
actual future expenditures depend on many factors, including the nature aod extent ofimpact, the method ofcleanup, the cost ofraw materials, contractor
costs, and the availability ofcost recovery. Changes in costs and the ability to recover under regulatory mechanisms could affect our financial position,
financial results and cash flows.

Asignificantportion ofthe gas and electricity we sell is used by residential and commercial customers for heating and air conditioning.Accordingly,
fluctuations in weather, gas and electricity commodity costs and economic conditions impact demand of our customers and our operating results.

Energy sales are sensitive to variations in weather. Forecasts ofenergy sales are based on "normal" weather, which represents a long-term historical average.

Significant variations from normal weather could have, and have had, a material impact on energy sales. Additionally, residential usage, and to some degree
commercial usage, is sensitive to fluctuations in commodity costs for gas and electricity, whereby usage declines with increased costs, thus affecting our
financial results. Lastly, residential and commercial customers'usage is sensitive to economic conditions and factors such as unemployment, consumption
and consumer confidence. Therefore, prevailing economic conditions affecting the demand ofour customen may in tum affect our financial results.

Our business operations are subject to economic conditions in certain industries.
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Business operations throughout our service territories have been and may continue to be adversely affected by economic events at the national and local
level where it operates. In particular, sales to large industrial customen, such as those in the steel, oil refining, industrial gas and related industries, may be
impacted by economic downtums. The U.S. manufacturing industry continues to adjust to changing market conditions including intemational competition,
increasing costs, and fluctuating demand for its products.

The implementation ofNIPSCO's electric generation sfrategy, including the retirement ofi6 coal generation units, may not achieve intended resulb.

On October 3 I , 2 0l 8, NIPSCO submitted its 201 8 lntegrated Resource Plan with the IURC setting forth its short- and long-term electric generation plans in
an effort to maintain affordability while providing reliable, flexible and cleaner sources ofpower. The plan evaluated demand-side and supply-side resource
altematives to reliably and cost-effectively meet NIPSCO customers' future energy requirements over the ensuing 20 years. The preferred option within the
Integrated Resource Plan sets forth a schedule to retire R-M. SchahferGenerating Station (Jnits 14,15,17, and l8) by 2023 and Michigan City Generating
Station (Unit 12)by 2028. The current replacement plan includes renewable sources ofenergy, including wind, solar, and battery storage. However, there are

inherent risks and uncertainties, including changes in market conditions, regulatory approvals, environmental regulations, commodity costs and customer
expectations, which may impede NIPSCO's ability to achieve these intended results. NIPSCO's future success will depend, in part, on its ability to
successfully implement its long-term electric generation plans, to offer servjces that meet customer demands and evolving industry standards, and to recover
all, or a significant portion o( any unrecovered investment in obsolete assets. NIPSCO's electric generation strategy could require significant future capital
expenditures, operating costs and charges to eamings that may negatively impact our financial position, financial results and cash flows.

Fluctuations in the price ofenergy commodities or their related bansportation costs or an inability to obtain an adequate, reliable and cost+ffective
fuel supply to meet customer demands may have a negative impact on our financial results.

Our electric generating fleet is dependent on coal and natural gas for fuel, and our gas distribution operations purchase and resell much ofthe natural gas we
deliver to our customers. These energy commodities are vulnerable to price fluctuations and fluctuations in associated transportation costs. From time to
time, we have also used hedging in order to offset fluctuations in commodity supply prices. We rely on regulatory rccovery mechanisms in the various
jurisdictions in order to fully recover the commodity costs incurred in providing service. However, while we have historically been successful in the recovery
ofcosts related to such commodity prices, there can be no assurance that such costs will be fully recovered through rates in a timely manner.

In addition, we depend on electric transmission lines, natural gas pipelines. and othertransportation facilities owned and operated by third parties to deliver
the electricity and natural gas we sell to wholesale markets, supply natural gas to ourgas storage and electric generation facilities, and provide retail energy
services to customers- Iftransportation is disrupted, or ifcapacity is inadequate, we may be unable to sell and deliver our gas and electric services to some or
all ofour customers. As a result, we may be required to procurc additional or altemative electricity and/or natural gas supplies at then{urrent market rates,
which, ifrecovery ofrelated costs is disallowed, could have a material adverse effect on ourbusinesses, financial condition, cash flows, results ofoperations
and/or prospects.

We are exposed to risk that cusfomers will not remit payment for delivered energy or services, and that suppliers or counterparties will not perform
under various financial or operating agreements.

Our extension of credit is govemed by a Corporate Credit Risk Policy, involves considerable judgment and is based on an evaluation of a customer or
counterparty's financial condition, credit history and other factors. We monitor our credit risk exposure by obtaining credit reports and updated financial
information for customen and suppliers, and by evaluating the financial status ofourbanking partners and other counterpafties by reference to market-based
metrics such as credit default swap pricing levels, and to traditional credit ratings provided by the major credit rating agencies. Adverse economic conditions
could result in an increase in defaults by customers, suppliers and counterparties.

We have significant goodwill and definitelived intangible assets. Atr impairment of goodwill or definite-lived intangible assets could result in a
significant charge to earnings and negatively impact our compliance with certain covenants under financing agreements.

In accordance with CAAP, we test goodwill for impainnent at least annually and review our definite-lived intangible assets for impairment when events or
changes in circumstances indicate the carrying value may not be recoverable. Goodwill also is tested for impairment when factors, examples ofwhich include
reduced cash flow estimates, a sustained decline in stock price or market capitalization below book value, indicate that the carrying value may not be
recoverable. We have tested and will continue to monitor the goodwill of Columbia of Massachusetts for impairment in connection with the Greater
Lau,rence Incident. To date.
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tlrese tests do not indicate the need for an impairment ofthe goodwill balance. We would be required to record a charge in our financial statements for the
period in which any impairment ofthe goodwill or definitelived intangible assets is determined, negatively impacting the results ofoperations. A significant
charge could impact the capitalization ratio covenant under certain financing agrcements. We are subject to a financial covenant under our five-year
revolving credit facility, which requires us to maintain a debt to capitalization ratio that does not exceed 70%. A similar covenant in a 2005 private
placement note purchase agreement requires us to maintain a debt to capitalization ratio that does not exceed 75%.As ofDecember 31,2018, the ratio was
61.4%.

Changes in taxation and the abili{ to quanti$ such changes could adversely affect our financial results.

We are subject to taxation by the various taxing authorities at the federal, state and local levels where we do business. Legislation or regulation which could
affect our tax burden could be enacted by any ofthese govemmental authorities. For example, the TCJA includes numerous provisions that affect businesses,
including changes to U.S. corporate tax rates, business-related exclusions, and deductions and credits. The outcome ofregulatory proceedings regarding the
extent to which the effect ofreduced corporate tax rate will be shared with customen and the time period overwhich it will be shared could significantly
impact future eamings and cash flows. Separately, a challenge by a taxing authority, our ability to utilize tax benefits such as carryforwards or tax credits, or a
deviation from other tax-related assumptions may cause actual financial results to deviate from previous estimates.

Changes in accounting principles may adversely affect our financial results.

Future changes in accounting rules and associated changes in regulatory accounting may negatively impact the way we record revenues, expenses, assets and
liabilities. These changes in accounting standards may adversely affect our financial condition and results ofoperations.

Aging infrastructure may lead to disruptions in operations and increased capital expenditures and maintenance cosb, all ofwhich could negatively
impact our financial results.

We have risks associated with aging infrastructure assets. The age ofthese assets may result in a need for replacement, a higher level ofmaintenance costs, or
unscheduled outages, despite efforts by us to properly maintain or upgrade these assets through inspection, scheduled maintenance and capital investment. In
addition, the nature ofthe information available on aging infiastructure assets may make inspections, maintenance, upgrading and replacement ofthe assets
particularly challenging. The failure to opeiate these assets as desired could result in gas leaks and other incidents and in our inability to meet firm sewice
obligations, which could advenely impact revenues, and could also result in increased capital expenditures and maintenance costs, which, if not fully
recovered fiom customers, could negatively impact our financial results.

The impach ofclimate change, natural disasters, acts ofterrorism, accidents or other catastrophic events may disrupt operations and reduce the ability
to service customers,

A disruption or failure of natural gas distribution systems, or within electric generation, transmission or distribution systems, in the event of a major
hurricane, tomado, terrorist attack, accident or other catastrophic event could cause delays in completing sales, providing services, or performing other
critical functions. We have experienced disruptions in the past from hurricanes and tomadoes and other events ofthis nature. The occurence ofsuch events
could adversely affect our financial position and results ofoperations. In accordance with customary industry practice, we maintain insurance against some,

but not all, ofthese risks and losses. There is also a concem that climate cbange may exacerbate the risks to physical infrastructure. Such risks include heat
stresses to power lines, storms that damage infrastructure, lake and sea level changes that damage the manner in which services are curently provided,
droughts orotherstresses on waterused to supply services, and otherextreme weatherconditions. Climate change and the costs that may be associated with
its impacts have the potential to affect our business in many ways, including increasing the costs rile incur in providing our products and services, impacting
the demand forand consumption ofourproducts and services (due to change in both costs and weatherpattems), and afiecting the economic health ofthe
regions in which we operate.
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A cyber-attack on any ofour or certain third-party computer systems upon which we rely may adversely affect our ability to operate.

We are reliant on technology to run our business, which is dependent upon financial and operational computer systems to process critical information
necessary to conduct various elements ofour business, including the generation, transmission and distribution ofelectricity, operation ofour gas pipeline
facilities and tbe recording and reporting of commercial and financial transactions to regulators, investors and other stakeholders. In addition to general
information and cyber risks that all large corporations face (e.g., malware, unauthorized access attempts, phishing attacks, malicious intent by insiden and
inadvertent disclosure ofsensitive information), the utility industry faces evolving cybenecurity risks associated with protecting sensitive and confidential
customer information, electric grid infrastructure, and natural gas infrastructure. Deployment ofnew business technologies represents a new and large-scale
opportunity for attacks on our information systems and confidential customer information, as well as on the integrity ofthe energy grid and the natural gas

infrastructure. Increasing large-scale corporate attacks in conjunction with more sophisticated threats continue to challenge power and utility companies.
Any failure ofour computer systems, or those ofour customers, suppliers or others with whom we do business, could materially disrupt our ability to operate
our business and could result in a financial loss and possibly do harm to our reputation.

Additionally, our information systems experience ongoing, often sophisticated, cyber-attacks by a variety ofsources, including foreign sources, witir the
apparent aim to breacb our cyberdefenses. Although we attempt to maintain adequate defenses to these attacks and work through industry groups and trade
associations to identifr conmon threats and assess our countermeasures, a security breach ofour information systems could (i) impact the reliability ofour
generation, transmission and distribution systems and potentially negatively impact our compliance with certain mandatory reliability standards, (ii) subject
us to reputational and other harm associated with theft or inappropriate release of certain types of information such as system operating information or
information, personal or otherwise, relating to our customers or employees, (iii) impact our ability to manage our businesses, and,/or (iv) subject us to legal
and regulatory proceedings and claims from third parties, in addition to remediation costs, any ofwhich, in tum, could have a material adverse effect on our
businesses, cash flows, financial condition, results ofoperations and/orprospects.

Our capital projects and programs subject us to construction risks and natural gas costs and supply risks, and require numerous permits, approvals and
certifi ca tes from various governmental agencies.

Our business requires substantial capital expenditures for investments in, among other things, capital improvements to our electric generating facilities,
electric and natural gas distribution infrastructure, natural gas storage, and otherprojects, including projects for environmental compliance. We are engaged
in intrastate natural gas pipeline modemization programs to maintain system integrity and enhance service reliability and flexibility. NIPSCO also is
curently engaged in a number of capital projects, including environmental improvements to its electric generating stations, the construction of new
transmission facilities, and new projects related to renewable energy. As we undertake these projects and programs, we may be unable to complete them on
schedule or at the anticipated costs. Additionally, we may construct or purchase some of these projects and programs to capture anticipated fi.rture growth in
natural gas production, which may not materialize, and rnay cause the construction to occur over an extended period oftime.

Our existing and planned capital projects require numerous permits, approvals and certificates from federal, state, and local govemmental agencies. Ifthere is
a delay in obtaining any required regulatory approvals or ifwe fail to obtain or maintain any required approvals or to comply with any applicable laws or
regulations, we may not be able to construct or operate our facilities, we may be forced to incur additional costs, or we may be unable to recover any or all
amounts invested in a project. We also may not receive the anticipated increases in revenue and cash flows resulting fiom such projects and programs until
after their completion

To the extent that delays occur, costs become unrecoverable, or we otherwise become unable to effectively Danage and complete our capital projects, our
results ofoperations, cash flows, and financial condition may be adversely affected.

Sustained extreme weather conditions may negatively impact our operations.

We conduct our operations across a wide geographic area subject to varied and potentially extreme weather conditions, which may from time to time persist
for sustained periods oftime. Despite preventative maintenance efforts, penistent weather related stress on our infrastructure may reveal weaknesses in our
systems not prcviously known to us or otherwise present various operational challenges across all business segments. Furthe4 advene weather may affect our
ability to conduct operations in a manner that satisfies customer expectations or cont€ctual obligations, including by causing service disruptions.
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Failure to attract and retain an appropriately qualified workforce could harm our results ofoperations.

We operate in an industry that requires many ofour employees to possess unique technical skill sets. Events such as an aging workforce without appropriate
replacements, the mismatch ofskill sets to future needs, or the unavailability ofcontract resources may lead to operating challenges or increased costs. These
operating challenges include lack ofresources, loss ofknowledge, and a lengthy time period associated with skill development.ln addition, cunent and
prospective employees may determine that they do not wish to work for us due to market, economic, employment and other conditions. Failure to hire and
retain qualified employees, including the ability to transfer significant intemal historical knowledge and expertise to the new employees, may adversely
affect our ability to manage and operate our business. Ifwe are unable to successfully attract and retain an appropriately qualified workforce, safety, sewice
reliability, customer satisfaction and our results ofoperations could be advenely affected.

Some of our employees are subject to collective bargaining agreements. Our collective bargaining agreements are generally negotiated on an operating
company basis. Any failure to reach an agreement on new labor contracts or to negotiate these labor contracts might result in strikes, boycotts or other labor
disruptions. Labor disruptions, strikes or significant negotiated wage and benefit increases, whether due to union activities, employee tumover or othetwise,
could have a materia[ advene effect on our businesses, results ofoperations and/or cash flows.

We are a holding company and are dependent on cash generated by our subsidiaries to meet our debt obligations and pay dividends on our stock.

We are a holding company and conduct our opentions primarily through our subsidiaries. Substantially all of our consolidated assets are held by our
subsidiaries. Accordingly, our ability to meet our debt obligations or pay dividends on our coInmon stock and prefened stock is largely dependent upon cash
generated by these subsidiaries. ln the event a major subsidiary is not able to pay dividends or transfer cash flows to us, our ability to service our debt
obligations orpay dividends could be negatively affected.

The Separation may result in signilicant tax liabilities.

The Sepamtion, which was completed in July 2015, was conditioned on the receipt by us ofa legal opinion to the effect that the distribrilion ofCPG shares to
our stockholders is expected to qualifr as tax-free under Section 355 ofthe U.S. Intemal Revenue Code (the "Intemal Revenue Code"). Even though we bave
received such an opinion, the IRS could determine on audit that the distribution is taxable. Both us and our stockholders could incur significant U.S. Federal
income tax liabilities iftaxing authorities conclude the distribution is taxable.

Ifwe cannot effectively manage new initiatives and organizational changes, we will be unable to address the opportunities and challenges presented by
our stretegy and the business and regulatory environment

In order to execute on our sustainable growth strategy and enhance our culture of ongoing continuous improvement, we must effectively manage the
complexity and fiequency ofnew initiatives and organizational changes. Ifwe are unable to make decisions quickly, assess our opportunities and risks, and

implement new govemance, managerial and organizational processes as needed to execute our strategy in this increasingly dynamic and competitive
business and regulatory environment, our financial condition, results of operations and relationships with our business partners, regulators, customers and

stockholders may be negatively impacted.

We outsource certain business functions to third-party suppliers and service providers, and substandard performance by those third parties could harm
our business, reputation and results ofoperations.

Utilities rely on extensive networks ofbusiness partners and suppliers to suppofi critical enterprise capabilities across their organizations. Global metrics
indicate that deliveries from supplien are slowing and that labor shortages are occurring in the energy sector. We outsource certain services to third parties in
areas including construction sewices, information technology, materials, fleet, environmental, operational services and other areas. Outsourcing ofservices to
third parties could expose us to inferior sewice quality or substandard deliverables, which may result in non+ompliance (including with applicable legal
requirements and industry standards), intemrption ofsewice oraccidents, orreputational harm, which could negatively impact ourresults ofoperations. If
any difficulties in the operations ofthese third-party supplien and service providen, including their systems, were to occur, they could adversely affect our
results ofoperations, or advenely affect our ability to work with regulators, unions, customers or employees.

Changes in the method for determining LIBOR and the potential replacement ofthe LIBOR benchmark interest rate could adversely affect our
business, financial condition, results ofoperations and cash flows.
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Some ofour indebtedness, including borrowings under our revolving credit agreement, bears interest at a variable rate based on LIBOR. From time to time,
we also enter into hedging instruments to manage our exposure to fluctuations in the LIBOR benchmark interest rate. In addition, these hedging instruments,
as well as bedging instruments that oursubsidiaries use forhedging natural gas price and basis risk, rely on LIBOR-based rates to calculate interest accrued
on certain payments that may be required to be made underthese agreements, such as late payments orinterest accrued ifany cash collateral should be held
by a counterparty. In July 2017, the United Kingdom Financial ConductAuthority ("FCA'), which regulates LIBOR, announced that the FCAintends to stop
compelling banks to submit rates for the calculation of LIBOR after 2021. It is not possible to predict the effect of these changes, other reforms or the
establisbment of altemative reference rates in the United Kingdom or elsewhere. In the United States, efforts to identifu a set of altemative U.S. dollar
reference interest rates include proposals by theAltemative Reference Rates Committee of the Federal Resewe Board and the Federal Reserve Bank ofNew
York. The Altemative Reference Rates Committee has proposed the Secured Ovemight Financing Rate ("SOFR") as its recommended altemative to LIBOR,
and the Federal Reserve Bank ofNew York began publishing SOFR rates inApril 20 I 8. SOFR is intended to be a broad measure ofthe cost ofbonowing cash
overnight that is collateralized by U.S. Treasury securities.

Any changes announced by the FCA, other regulators or any other successor govemance or oversight body, or future changes adopted by such body, in tlre
method pursuant to which the LIBOR rates are determined may result in a sudden or prolonged increase or decrease in the reported LIBOR rates. Ifthat were
to occur, the level ofinterest payments we incur may change. In addition, although certain ofour LIBOR based obligations provide for altemative methods of
calculating the interest rate payable on certain ofour obligations ifLIBOR is not reported, which include, without limitation, requesting certain rates from
major reference banks in London or New York, uncertainty as to the extent and manner offuture changes may result in interest rates and/or payments that are

higber than, lower than or that do not otherwise conelate over time with, the interest rates or payments that would have been made on our obligations ifa
LIBOR-based rate was available in its current form.

l8



Table ofContents

MEM 1 B. TINRESOLVED STAIF COMMENTS

NISOURCE INC.

None.

Exhibit No. 403
Attachment A

Page 39 of 1 60
\Mtness: P.R. Moul

ITEM 2, PROPERTIES

Discussed below are the principal properties held by us and our subsidiaries as ofDecember 3 1, 20 1 8.

Gas Distribution Ooeration s

Refer to Item 1, "Business - Gas Distribution Operations" of this report for further information on Gas Distribution Operations properties.

Electric Ooerations
Refer to Item I , "Business - Electric Operations" ofthis repofi for further information on Electric Operations properties,

Comorate and Other Operations
We own the Southlake Complex, our 325,000 square foot headquafters building located in Merrillville, Indiana.

Character ofOwnershio
Our principal properties and our subsidiaries principal properties are owned free from encumbrances, subject to minor exceptions, none ofwhich are ofsuch a

nature as to impair substantially the usefulness ofsuch properties. Many ofour subsidiary offices in various communities served are occupied under leases.
All properties are subject to routine liens fortaxes, assessments and undetermined charges (ifany) incidental to construction. It is ourpractice to regularly
pay such amounts, as and when due, unless contested in good faith. In general, the electric lines, gas pipelines and related facilities are located on land not
owned by us or our subsidiaries, but are covered by necessary consents ofvarious govemmental authorities or by appropriate rights obtained from ownen of
private property. We do not, howeve4, genenlly have specific easements ftom the owners ofthe property adjacent to public highways over, upon orunder
which our electric lines and gas distribution pipelines are located. At the time each ofthe principal properties were purchased a title search was made. Ia
general, no examination oftitles as to rights+f-way for electric lines, gas pipelines or related facilities was made, other than examination, in certain cases, to
verifr the grantors' ownership and the lien status thereof.

ITEM 3. LEGAL PROCEEDINGS

For a description ofour legal proceedings, see Note I 8{ "Legal Proceedings" in the Notes to Consolidated Financial Statements.

ITEM 4. MINE SATETYDISCLOSTJRES

Not applicable.
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Thc following is a list ofthe Executive Officers ofthe Registrant, including thcir names, ages, offrccs held and other recent busincss cxpcrience, as of
February 1,2019-

Name Ase Office(s) Held in Past 5 Years

Joseph Hamrock 5 5 Presid ent and Chief Executive Offrcer ofNiSource since July I , 20 I 5.

Execntive Vice President and Group ChiefExecutive Offrcer ofNiSource from May 20 1 2 to July 20 1 5.

Donald E. Brown 47 Executive Vice President and ChiefFinancial Officer ofNiSource since June 20 I 6

Executive Vice President, ClriefFinancial OfTicer and Treasurer ofNi Source from July 20 1 5 to June 2 0 I 6

Executive Vice President, Finance Depaftment of NiSource ilom March 2015 to July 2015.

Vce President and Chief Financial Oftrcer of UGI Utilities, a division of UGI Corporation (gas and electric
util ity company) from 201 0 to March 201 5

PeterT. Disser 50 Vice President, Intemal Audit ofNiSource since January 2019.

ChiefOperating O{ficerofNiSource Corporate Sewices from September20l8 through December2018.

Vice President, Audit ofNisource from November 20 I 7 to September 20 I 8.

Vice President of Plannins and Analvsis ofNSource from June 2016 to November20l'7.

ChiefFinancial Oflicer ofNIPSCO from 20 1 2 to June 201 6.

Carrie J. Hightman

Violet G. Sistovaris

Suzanne K. Surface

Pablo A. Vegas

61 Executive Vice President and ChiefLegal Officer ofNiSource since 2007.

57 Executive Vice President and President, NIPSCO since October 201 6.

Executive Vice President, NIPSCO from June 20 I 5 to October 201 6.

Senior Vice President and Chief Information OfficerofNiSource from May 2014 to June 2015.

Senior Mce President and Chief Information Officer of NiSource Corporate Services from 2008 to May
2014.

54 ChiefServices OfficerofNiSource since January 2019.

Vice President, Audit ofNiSource from September 20 I 8 through December 201 8.

Vice President, Transformation Office of NiSource from August 20 l8 to September 201 8.

\4ce President, Corporate Sewices Customer Value ofNiSource Corporate Services from November 2017
to August 20 I 8.

Vice hesident, Audit ofNSource ftom Iuly 2015 to November20l7.

Vice President Regulatory Strategy and Support ofNiSource from July 2009 through June 201 5.

45 Executive Vice President and President, GasUtilities since January 2019.

Executive Mce President and Chief Restoration Officer of NiSource Comorate Services since Seotember
201 8 through December20l8.

Executive President, Gas Segment and Chief Customer Omcer of NiSource from May 2017 to September
2018

Executive Vice President and President, Columbia Gas Group from May 2016 to May 2017 .

Presidert and Chief Operating Officer ofAmerican Electric Power Ohio Company from May 2012 to May
2016.

.;.Jj.,{
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NiSource's common stock is listed and traded on the NewYork Stock Exchange underthe symbol "M."

Holden ofshares ofNiSource's cornmon stock are entitled to receive dividends ifand urhen declared by NiSource's Board out offunds legally available,
subject to the prior dividend rights of holders of our preferred stock or the depositary shares representing such prefened stock outstanding, and if full
dividends have not been declared and paid on all outstaDding shares ofprefened stock in any dividend period, no dividend may be declared orpaid or set
aside forpayment on our common stock. The policy ofthe Board has been to declare cash dividends on a quarterly basis payable on or about the 20th day of
February, May, August, and November. At its February I , 201 9 meeting, the Board declared a quarterly common dividend of $0.20 per share, payable on
February 20, 2019 to holders of record on February I l, 20 I 9.

Although the Board currently intends to continue the payment of regular quarterly cash dividends on collmon shares, the tirning and amount of future
dividends will depend on the eamings ofNiSource's subsidiaries, their fnancial condition, cash requirements, regulatory restrictions, any rcstrictions in
financing agreements and other frcton deemed relevant by the Board. There can be no assurance that NiSource will continue to pay zuch dividends or the
amount of such dividends.

As ofFebnrary 12, 2019, NiSource bad 20,064 common stockholders ofrecord and 372,494,365 shares outstanding.
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PART II

SECURITIES
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The graph belowcompares the cumulative total shareholderretum ofNiSource's common stock forthe last fiveyears with the cumulative total retum forthe
same period of the S&P 500 and the Dow Jones Utility indices. On July l, 2015, NSource completed the Separation. Following the Separation, NiSource
retained no ownenhip interest in CPG. The Separation is treated as a special dividend for purposes ofcalculating the total shareholder retum, with the then-
current market value ofthe distributed shares being deemed to have been reinvested on the Separation date in shares ofNiSource common stock. Avertical
line is included on the graph below to identi! the periods before and after the Separation.

NiSoure,e lnc.
Total Shareholder Return Performance
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zlts 2015

Fiscal Year Elrd
m17 20't8

.-+l{iSource ..#St P50$ -r t}J lJlilliex

The foregoing performance graph is being fumished as part of this annual report solely in accordance with the requirement under Rule l4a-3@)(9) to furnish
stockholden with such information, and therefore, shall not be deemed to be filed or incorporated by reference into any filings by NiSource under the
Securities Act or the Exchange Act.

The total shareholder retum for NiSource common stock and the two indices is calculated from an assumed initial investment of$ I 00 and assumes dividend
reinvestment, including the impact ofthe distribution ofCPG common stock in the Separation.
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The selected data presented below as ofand forthe five years ended December31,2018, are derived from our Consolidated Financial Statements. The data
should be read togetherwith the Consolidated Financial Statements including the related notes thereto included in Item 8 ofthis Form 10-K.

Year Ended December 3 I , (dollarc in millions except pet'share data) 201 8 20t7 201 6 201 5 2014

Statement of Income Data:

Total Operating Revenues

Nct Income (Loss) Available to Common Sharcholdcrs

Balance Sheet Data:

Total Asscts

Capitalization

Stockholders'equity

Long-term debt, excluding amounts due within onc ycar

Total Capitalization

19,961 7 18,691 9

$ 5,I 14.5 $

(6s.6)

2 t,804.0

(ttno
7,1 05.4

$ 12,856.1 $

4,874 6 S

128.s

4.320.1

7 ,512.2

r 1,832 3 S

il49) \

3315

4,07 | 2.

6,05 8.2

t0,129.4

4,651.8 $

198 6

17 ,492 5

3,843 5

5,948 5

9.792 0 $

a )1) 4

256.2

24,589 8

6,17 5 .3

8,151.5

14j26.8

Per Share Data:

Breic Eamings (Loss) Per Share (S)

Diluted Etrnings (Loss) Pcr Share (S)

(0.rr) s

(0.18) $

0.63 $

0.63 $

0.39

0.39

1.02

I.0t

0.8 t

0.8 r

$

$

Other Data:

Dividends declared per common share ($)

Comnon slriles outstanding at thc cnd of the ycar (in thousnds)

Numbe r of commor stockholders

Dividends declared per Series A preferred share ($)

Capital expendinrres

Numbcr of employces

0.78

372,363

19,889

28.88

1,814.6

8,087

070

337,016

21,009

t,753 8

8,1 75

0.64

3 23,1 60

22,?12

t,490 4

8,007

0.83

3t9,1t0

3 0,1 90

t,36't .5

7 ,s96

102

3 16,037

?{ ?11

| 110 6

8.982

$

$

$

s

s

$

$

$

ln the second quarter of2018, we completed the sale of24,964,163 shares of$0.01 par value common stock at apice of524.28 per share in a private
placement to selected institutional and accredited investors and issued 400,000 shares ofSeriesAprefened stock resulting in$400.0 million ofgross
proceeds or$393.9 million ofnet proceeds, after deducting commissions and sales expenses. Additionally, in tlre fourth quarter of2018 we issued

20,000sharesofSeriesBprefenedstockresultingin$500.0millionofgrossproceedsor$486.1 millionofnetproceeds,afterdeductingcommissions
and sales expenses.

During 2018 we recorded a loss of approximately $757 million for third-party claims and approximately $266 million for other incident-related
expenses in connection witlr the Greater Lawrence Incident. Columbia ofMassachusetts recorded$135 million for insurance recoveries through
December31,2018. The amounts set forth above do not include the estimated capital cost ofthe pipeline replacement, which is set forth in " -E. Other
Matters - Greater Lawrence Pipeline Replacement."

During the second quarter of2018 we executed a tender offer for $209.0 million ofoutstanding notes consisting ofa combination ofour 6.80% notes
due 2019,5.45% notes dtte2020 and 6.l25oh notes due 2022.Duing the third quarterof 2018, we redeemed $551.1 million of outstanding notes
representing the remainder of our 6.80% notes due 2019,5.45% notes due 2020 and 6.125%o notes fue 2022.In conjunction with our debt retired, we
recorded a $45.5 million loss on early extinguishment of long-term debt primarily attributable to early redemption premiums.

The decrease in net income during 2017 was due primarily to increased tax expense as a result ofthe impact ofadopting the provisions ofthe TCJAand
a loss on early extinguishment oflong-term debt, as discussed below.

During the second quarter of2017, we executed a tender ofler for $990.7 rnillion ofoutstanding notes consisting ofa combination ofour 6.40% notes
due 2018,6.80% notes due2019,5.45Yonotes due 2020,and 6.125% notes drc2022.\n conjunction with the debt retired, we recorded a $l11.5 million
loss on early extinguishment of long-term debt, primarily attributable to early redemption premiums.

Prior to the Separation, CPG closed the placement of $2,750.0 million in aggregate principal amount of senior notes. Using the proceeds from this
offering, CPG made cash payments to us representing the settlement of intercompany bonowings and the payment of a one-time special dividend. In
May 2015, using proceeds from the cash payments fiom CPG, we settled two bank term loans in the amount of $1,075.0 million and executed a tender
offer for $750.0 mill ion consisting ofa combination ofits 5.25% notes du e 2Ol7 ,6.40Yo notes due 2018 and,4.45o/' notes due 2021 . In conjunction with
the debt
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retired, we recorded a$97.2 million loss on early extinguishment of long-term debt, primarily attributable to early redemption premiums.
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This Management's Discussion andAnalysis of Financial Condition and Results of Operations (Management's Discussion) analyzes ourfinancial condition,
results ofoperations and cash flows and those ofour subsidiaries. It also includes management's analysis ofpast financial results and certain potential factors
that may a{Iect future results, potential future risks and approaches that may be used to manage those risks. See "Note regarding forward-looking statements"
at the beginning ofthis report for a list offacton that may cause results to differ materially.

Management's Discussion is designed to provide an undentanding ofouroperations and financial performance and should be read in conjunction witb our
Consolidated Financial Statements and related Notes to Consolidated Financial Statements in this annual report.

We are an energy holding company under the Public Utility Holding Company Act of 2005 whose subsidiaries are fully regulated natuml gas and electric
utility companies serving customers in seven states. We generate substantially all ofouroperating income througli these rate-regulated businesses which are

summarized for financial reporting purposes into two primary reportable segments: Gas Distribution Operations and Electric Operations.

Refer to the "Business" section under Item I ofthis annual report and Note 22, "Segments ofBusiness," in the Notes to the Consolidated Financial Statements
for further discussion ofour regulated utility business segments.

Our goal is to develop strategies that benefrt all stakeholders as we address changing customer conservation pattems, develops more contemporary pricing
structures and embarks on long-term infrastructure investment programs. These strategies are intended to improve reliability and safety, enhance customer
services and reduce emissions while generating sustainable returns.Additionally, we continue to pursue regulatory and legislative initiatives that will allow
residential customers not currently on our system to obtain gas service in a cost effective manner: Refer also to the discussion of Electric Supply within our
Electric Operations Segment discussion for additional information on our long term electric generation strategy.

Greater Lawrence Incident: The Greater Lawrence Incident occurred on September I 3, 20 I 8. During the year ended December 3 l, 20 I 8, we recorded a loss
of approximately $757 million for third-party claims and approximately $266 million for other incident-related expenses in connection with the Greater
Lawrence Incident. The amounts set forth above do not include the estimated capital cost ofthe pipeline replacement described below and as set forth in " - E.

Other Matters - Greater Lawrence Pipeline Replacement."

We estimate that total costs related to third-party claims as set forth in Note 18, "Other Commitments and Contingencies - C. Legal Proceedings," will range
from $757 million to $790 million, depending on the final outcome of ongoing reviews and the number, nature, and value of third-party claims. We expect to
incur a total of$330 million to $345 million in other incident-related costs.

We also expect to incur expenses for which we cannot estimate the amounts of or the timing at this time, including expenses associated with govemment
investigations and fines, penalties or settlements with govemmental authorities in connection with the Greater Lawrence Incident.

Columbia of Massachusetts recorded$135 million for insurance recoveries during 2018. Of this amount,$5 million was collected during 2018. We are

cullently unable to predict the amount and timing offuture insurance recoveries. To the extent that rve are not successful in collecting reimbursement in the
amount recorded for such recoveries as ofDecember 3 1, 20 I 8, it could result in a charge to eamings.
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Columbia of Massachusetts paid approximately $167 million forthe replacernent ofthe entire affected 45-mile cast iron and bare steel pipeline system that
deliven gas to those impacted in the Greater Lawrence Incident during 20 I 8. We estimate this replacement work will cost between $220 million and $230
million in total. Columbia ofMassachusetts has provided notice to its property insurer ofthe Greater Lawrence Incident and discussions around the claim and
recovery have commenced. The recovery ofany capital investment not reimbursed through insurance will be addressed in a future regulatory proceeding. The
outcome ofsuch a proceeding is uncertain. Ifat any point Columbia ofMassachusetts concludes it is probable that any portion ofthis capital investment is
not recoverable through customer rates, that portion ofthe capital investment, ifestimable, would be immediately charged to eamings.

As discussed in Note 8, "Regulatory Matters," in tlre Notes to Consolidated Financial Statements, Columbia of Massachusetts withdrew its petition for a base
rate revenue increase, resulting in delayed increases in forecasted revenues and cash flows beginning the first quarter of20l9.

Additionally, as discussed in Note 6, "Goodwill and Other Intangible Assets," we concluded the Greater Lawrence Incident was a triggering event requiring a

quantitative analysis of goodwill forthe Columbia of Massachusetts repofiing unit. While no impairment of the goodu/ill balance was recorded in 2018,
future unfavorable events that transpire at Columbia ofMassachusetts could trigger the need for another quantitative analysis and a goodwill impairment loss
would be required if it's determined Columbia of Massachusetts fairvalue is less than its book value.

Refer to Note l 8-C and E, "Legal Proceedings" and "Other Matters," in the Notes to Consolidated Financial Statements, "Summary ofConsolidated Financial
Results," "Results and Discussion of Segment Operation - Gas Distribution Operations," and "Liquidity and Capital Resources" in this Management's
Discussion. and Part I. Item 1 A. "Risk Factors" for additional information related to the Greater Lawrence lncident.

Summary of Consolidated Financial Results

Our operations are affected by the cost ofsales. Cost ofsales for the Gas Distribution Operations segment is principally comprised ofthe cost ofnatural gas
used while providing transportation and distribution services to customers. Cost ofsales forthe Electric Operations segment is comprised ofthe cost ofcoal,
related handling costs, natural gas purchased for the intemal generation ofelectricity at NIPSCO and the cost ofpower purchased fiom third-party generators
ofelectricity.

The majority ofthe cost ofsales are tracked costs that are passed through directly to the customerresulting in an equal and ofsetting amount reflected in
operating rcvenues. As a result, we believe net revenues, a non-GAAP financial measure defined as operating r€venues less cost of sales (excluding
depreciation and amortization), provides management and investors a useful measure to analyze profitability. The presentation ofnet revenues herein is
intended to provide supplemental information for investors regarding operating performance. Net revenues do not intend to represent operating income, the
most comparable GAAP measure, as an indicatorofoperating performance and is not necessarily comparable to sirnilarly titled measures reported by other
companles.
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Forthe yean ended December3l,2018,2017 and 2016, operating
measure, operating income, was as follows:

Year Ended Decemba 31,, (in milliore)

income and a reconciliation ofnet revenues to the most directlv comoarable GAAP

2018 2017 2016 2018 vs.2017 2017 vs.2O16

Operating Income $ 724.7 S 92r.2 $ 866r $ (796.5) $ 55.1

Yea Ended Decernber 31, (in millions, extept per share amounts) 2018 201'1 2016 2018 vs.2017 2017 ys.2016

Operating Revcnucs

Cost of sales (excluding depreciation md mortizdon)
5,114,5

1,761.3

4,814.6

1,518 7

4,492.5 $

|,390.2

,)lq q s

242.6

382 I

128 5

Total Net Revenucs

Oft er Operating Expenses

3ts3.2

3,228.5

11S5q

) 4141

3,102.3

2,236.2

\z-t)
793.8

2s3 6

198 5

Operating Income

Total Other Deductions, Net

Income Tues

124.7

(3ss.3)

(180.0)

921.2

(418.2)

314.5

866.1

(3s2.s)

182.1

(7e6.s)

122 9

(494.s)

55 I

(r2s.1)

132,4

Net Income (Loss) (s0.6) 128.5 331.5 (179.1) (203.0)

Prefened dividends (1s.0) (15 0)

Net Income (Loss) Available to Common Shareholders (6s.6) 128.5 331.5 (l e4. r) (203.0)

Basic Emings (Loss) Per Shre

Basic Average Comon Shmes Outstanding

(0.18) $

356.5

0.39

329 4

1.03 s

321.8

(0 57) $

27 1

(0 64)

l6

On a consolidated basis, we reported a loss to common shareholders of $65.6 million or $0.18 per basic share for the twelve months ended December 3l, 201 8
compared to net income available to common shareholders of $128.5 million or$0.39 perbasic share forthe same period in2017. The decrease in net income
during 2018 was pdmarily due to expenses related to the Greater Lawrence Incident restoration, dilution resulting from prefened stock dividend
comrnitments and other changes in operating income, as discussed below, partially offset by the effects ofimplementing the TCJAand higber losses on early
extinguisbment oflong-term debt expenses in 20 1 7.

Ooeratins Income
For the twelve months ended December 31, 2018, we reported operating income of $ 124.7 million coDpared to $921.2 million for the same period in2017.
The decreased operating income was primarily due to increased operation and maintenance expenses related to the GreaterLawrcnce Incident, decreased net
revenues resulting fiom TCJAimpacts on revenue and increased depreciation due to capital expenditures placed in service. These increases were partially
offset by higherrates from infrastructure replacement programs and base-rate proceedings, decreased outside service costs and employee and administrative
expenses, as well as net favorable effects ofyear-over-year weather variations, which increased revenue in 20 1 8.

Other Deductions. Net
Otherdeductions, netreduced incomeby $355.3 million in2018 compared to areduction in income of $478.2 millionin 2017. This change is primarily due
to lowerlosses on early extinguishment of long-termdebt in 2018 of $66.0 million, an interestrate swap settlementgain in 2018 of$46.2 million and higher
actuarial investment retums resulting from pension contributions made in 20 1 7. These favorable variances were partially offset by charitable contributions of
$20.7 million in 2018 related to the Greater Lawrence hcident.
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Income Taxes
On December 22,2017, the President signed into lawthe TCJA, which, among otherthings, enacted significant changes to the Intemal Revenue Code, as

amended, including a reduction in the maximum U.S. federal corporate income tax rate fiom ]5% to 21%, and certain other provisions related specifically to
the public utility industry including the continuation ofcertain interest expense deductibility and excluding | 00% expensing ofcapital investments. These

changes are effective January 1 , 201 8. GAAP requires tbe effect of a change in tax law to be recorded in the period of enactment. As a resul t, in December
20lT,NiSourcerecordeda$161.1 millionnetincreaseintaxexpenserelatedprimarilytotheremeasurementofdeferredtaxassetsforNOLcarryforwards.

The decrease in income tax expense from 2017 to 2018 is primarily attributable to the decrease in the federal corporate income tax rate, true-ups to tax
expense in 2018 to reflect rcgulatory outcomes associated with excess deferred income taxes, the effect ofamortizing the regulatory liability associated with
excess defened income taxes and lower pre-tax income resulting from expenses incuned for the Greater Larvrence lncident.

Refer to "Liquidity and Capital Resources" below and Note 10, "Income Taxes," in the Notes to Consolidated Financial Statements for additional
information on income taxes and the change in the effective tax rate.

Capital Investment
Lr 2018, we invested approximately $1.8 billion in cash capital expenditures across the gas and electric utilities. These expenditures were primarily aimed at
furthering the safety and reliability of our gas distribution system, the Greater Lawrence bcident pipeline replacement, construction of new electric
transmission assets and maintaining our existing electric generation fleet.

We continue to execute on an estimated $30 billion in total projected long-term regulated utility infrastructure investments and expect to invest
approximately $ I .6 to $ I .7 billion in capital during 20 I 9 to continue to modemize and improve our system across all seven states ofour operating area.

Liouiditv
As discussed in further detail below in "Liquidity and Capital Resources," the TCJAhas and will continue to have an unfavorable impact on our liquidity.
Additionally, expenses paid for the Greater Lawrence Incident are expected to have a short term negative impact on liquidity as recoveries from insurance lag
behind our cash outlay. Liquidity will also be negatively impacted to the extent certain costs associated with the Greater Lawrence Incident are not recovered
from insurance. Through income generated from operating activities, amounts available under our short-term revolving credit facility, commercial paper
program, accounts receivable securitization facilities, long-term debt agreements and our ability to access the capital markets, we believe there is adequate
capital available to fund ouroperating activities and capital expenditures and the effects ofthe GreaterLawrence Incident in2019 and beyond.At
December3l,2018 and2017, we had approximately$974.6 million and$998.9 million, respectively, of net liquidity available, consisting of cash and
available capacity under credit facilities.

These facton and other impacts to the financial results are discussed in more detail within the following discussions of"Results and Discussion ofSegment
Operations" and "Liquidity and Capital Resources."

Regulatorv Develooments
In 201 8, we continued to move forward on core infrastructure and environmental investment programs supported by complementary regulatory and customer
initiatives across all seven states of our operating area. Refer to Note 8, "Regulatory Matters" and Note l8-E, "Other Matters," in the Notes to Consolidated
Financial Statements for a complete discussion ofkey regulatory developments that transpired during 20 I 8.
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Presentation of Se gment Information
Our operations are divided into two primary reportable segments: Gas Distribution Operations and Electric Operations.
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NISOT,R,CEINC.

Gas Distribution Operations

For the yean ended December 3 1,2018,201'7 and 2016, opemting income and a reconciliation ofnet revenues to the most directly comparable GAAP
measure, operating income, was as follows:

Year Ended Decembq 31, (in millbns) 2018 20t7 2016 2018 vs. 2017 2017 vs. 2016

Operating Income (Loss) s (2s4.1) $ 5501 s 5697 $ (804.2) $ (1e.6)

Year Ended Decernber 31, (dollars in millions) 2018 2017 zot6 2018 vs.20l7 2017 vs.20l6

Net Revenues

Operaling revenues

Less: Cost ofsales (excludhg depreciution ard amortization)

s 3,419.5

1,259.3

3, r 02.1

1,005.0

2,830.6

895.4

3)7 .4 $

2s4.3

21t 5

109.6

Net Revenues 2,160.2 2.097.1 t.935.2 63 l 161.9

Operating Expenss

Operation md maintmmce

Depreciation md mortization

Loss on sale of asets and impairments, net

Other taxes

1,908.1

301.0

0.2

205.0

1,090.8

269.3

2.8

1 84.1

8r7 3

3t.7

(2 6)

20.9

94t.5

252.9

17t.1

t49.3

t6.4

28

13.0

Total Operating Expenses 2,4r4.3 r {r'?n I ?K<< 867.3 181.5

Operating Income (Loss) $ (2s4.1) 550 l 569.7 (804 2) $ ( 19,6)

Reven ues

Residential

Cormcrcial

Industial

Off-System

Other

2,24E.3

753.7

228.6

92.4

96.s

2,029.4

669.4

217.5

lll8
74.0

1,823.4

588. I

194.3

94.4

130.4

2t89 $

843

ll.l
( r9.4)

22.5

206.0

81.3

23.2

t7.4

(s6.4)

3,419.s 3,102.1 2,830.6 3t7.4 $ 271.5

Sales and Transportation (MMDth)

Residential

Commercial

lndustrial

Off-System

Other

280.3

187.6

5s5.7

30.0

247.1

169.3

517.5

39.0

0.3

248.9

165.6

5t'l.7

39.6

(0.1)

(1 8)

3.7

(0 2)

(0.6)

0.4

)t z

18 3

382

(e 0)

(0 3)

Total r,053.6 971.7 80.4 1.5

Heating Degree Days

Norrnal Heating Degree Days

7o Warmer than Normal

Gas Distribution Customers

Residential

Commercial

Industial

Other

5,562

5,610

(r)%

3,194,662

28 |,563

6,038

J

4,927

5,610

(r2)%

3,168,5 l6

280,362

A ))9.

4

5.1 48

5,642

(e)%

3,141,736

279,556

6,240

26,t46

t,201

(le0)

(t)

(221)

(32)

26,780

806

( l2)

4

635

3,4E226 3,455,1 l0 3427,s32 27,156 27,57E
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NISOURCE INC.
Gas Distribution Operations (continued)

Comparability ofline item operating results may be impacted by regulatory, tax and depreciation trackers (other than those for cost ofsales) that allow for the
recovery in rates of certain costs. Therefore, increases in these tracked operating expenses are generally offset by increases in net revenues and have
essentially no impact on net income,

2018 vs.20l7 Ooerating Income
For 201 8, Gas Distribution Operations reported an operating loss of $2 54.1 million, a decrease in income of $804.2 million from the comparable 20 I 7 period.

Net revenues for 201 8 were $2,160.2 million, an increase of $63.1 million from the same period in 201 7. The change in net revenues was primarily driven by:

. New rates fiom infzstructure replacement programs and base rate proceedings of $99.6 million.

. Higherrevenues from the effects ofcolderweatherin 2018 of$37.5 million.

. The effects of customer growth and increased usage of $ I 7.4 million.

. Higher regulatory, tax and depreciation trackers, which are offset in operating expense, of $ I 6.0 million.

Partially offset by:

. Arevenue reserve of $85.0 million in 2018 resulting from the probable future refund of certain collections from customers as a result of the lower
income tax rate from the TCJA.

. Decreased rates from implementation of regulatory outcomes related to the TCJA of $24-7 million.

Operating expenses were $867.3 million higber in 20 I 8 compared to 2017 . This change was primarily driven by:

. Expenses related to third-parly claims and other costs following the Greater Lawrence Incident of $864.4 million, net of insurance recovenes

recorded.
. Increased depreciation of$29.6 million due to regulatory outcomes ofNIPSCO's gas rate case and higher capital expenditures placed in service.
. Higher regulatory, tax and depreciation trackers, which are offset in net revenues, of$ I 6-0 million.
. Increased property taxes of $11.0 million due to higher capital expenditures placed in service and the impact of regulatorydriven property tax

deferrals.

Partially offset by:

. Decreased outside sewices of $3 3.2 million primarily due to IT sewice provider transition and other strategic initiative costs in 201 7, lower ongoing
IT costs and a temporary shift ofresources to the GreaterLawrence lncident restoration.

. Lower employee and administrative expenses of530.2 million driven by reduced incentive compensation and a temporary shift ofresources to the

Greater Lawrence Incident restoration.

For2017,Gas Distribution Operationsreported operating income of$550.1 million, adecrease of$19.6 million fiomthe comparable20l6 period.

Net revenues for2017 were $2,097.1 million, an increase of $161.9 million from the same period in 2016. The change in net revenues was primarily driven
by:

. New rates from base-rate proceedings and infrastructure replacement programs of $ 124.2 million.

. Higherregulatory, tax and depreciation trackem, which are offset in operating expense, of$26.9 million.

. The effectsofincreased customergrowth of $10.3 million.

. Higherrevenues fiom increased industrial usage of$5.8 million.

Operating expenses were $l 81.5 million higherin 201 7 compared to 2016. This change was primarily driven by:

. Increased employee and administrative expenses of$53.4 rnillion.

. Higber outside sewice costs of$52.8 million due to IT service pmvider transition costs, increased spend on strategic initiatives to enhance safety,

reliability and customer value and higher pipeline maintenance expenses,
. Increased regulatory, tax and depreciation trackers, wlrich arc offset in net revenues, of$26.9 million.
. Higber depreciation of $ 15.2 million due to increased capital expenditures placed in service.

3l
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NISOURCE INC.
Gas Distributio n Operations (continued)

. Increased property taxes of $ 8.I million due to higher capi tal expenditures placed in service and an accrual adjustment recorded in 2016.

. Higher environmental costs of $4.7 million.

. lncreased materials and supplies expenses of$3.4 million from maintenance-related activities.
Weather
ln general, we calculate the weather-related revenue variance based on changing customer demand driven by weather variance from normal heating degree
days. Our composite heating degree days reported do not directly correlate to the weather-related dollar impact on the results ofGas Distribution Operations.
Heating degree days experienced during different times ofthe yearorin different operating locations may have more orless impact on volume and dollars
depending on when and where they occur. When the detailed results are combined forreporting, there may be weather-related dollarimpacts on operations
when there is not an apparent or significant change in our aggregated composite heating degree day comparison.

Weather in the Gas Distribution Operations service territories for 201 8 was about loh warmer than normal and about l3 % colder than 2017 , increasing net
revenues $37.5 million for the year ended December 3 l, 20 I 8 compared to 2017 .

Weather in the Gas Distribution Operations service territories for 2017 was about l2Yowarrner than normal and about 4% warmer than 2016, decreasing net
revenues $ 1.7 million for the year ended December 3 1. 20 I 7 compared to 20 I 6.

Throuehput
Total volumes sold and transpofted for the year ended December 31,2018 were 1,053.6 MMDth, compared to973.2 MMDth for2017. This increase is
primarily attributable to colderweatherexperienced in 2018 compared to 2017.

Total volumes sold and transoorted for the vear ended December 3 1 . 2017 were 973.2 MMDth. comoared to 971.7 MMDth for 201 6.

Economic Conditions
All ofour Gas Distribution Operations companies have state-approved recovery mechanisms that provide a means for full recovery ofprudently incurred gas

costs. Gas costs are treated as pass-through costs and have no impact on the nel revenues recorded in the period. The gas costs included in revenues are
matched with the gas cost expense recorded in the period and the difference is recorded on the Consolidated Balance Sheets as under-recovered or over-
recovered gas cost to be included in future customerbillings.

Certain Gas Distribution Operations companies continue to offer choice opportunities, where customers can choose to purchase gas from a third-party
supplier, through regulatory initiatives in their respective jurisdictions. Ttrese programs serve to fuilher reduce our exposure to gas prices.

Greater Lawrence lnci dent
Refer to Note l8-C. "Legal Proceedings,rr and E. "Other Matters," in the Notes to Consolidated Financial Statements, "Summary of Consolidated Financial
Results,""Liquidity and Capital Resources" in this Management's Discussion, and Part I. Item lA. "Risk Factors" for additional information related to the
Greater Lawrence Incident.
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NISOURCE INc.
Electric Operations

Forthe yean ended December3l,20l8,2017 and2016, operating income and a reconciliation ofnet revenues to the most directly comparable GAAP
measure, operating income, was as follows:

Yea Ended December 31, (in nillions) 2018 20t7 2016 2018 vs, 2017 2017 vs. 2016

Operating Income 386.1 JO/.+ 301.3 18 7 66. I

Yer Ended December 3'1, (clollars in nillions) 2018 20t1 20r6 2018 vs.20l7 2017 vs.2016

Net Revenues

Operating revenues

Less: Cost of sales (excluding depreciation md amortization)

7,708.2

502.1

r,786.5

513.9

1,661.6

495.0

(78.3) $

(l r.8)

t24.9

l8 9

Net Revenues t,206.1 1.272.6 1,166.6 (66.5) 106 0

Operating Expenses

Operation md maintmance

Depreciation and amortization

Loss on sale ofasseb

Other taxes

500.0

262.9

57.1

565.6

277.E

1.9

59.9

528.9

274.5

6l -v

(65.6)

(14.e)

(l.e)

(2.8)

JO. /

J.J

1.9

(2.0)

Total Operating Expenses 865 3820.0 905 2 (85 2) 39.9

Operating Incorne 386.1 367.4 301.3 18.7 $ 66.1

Revenues

Residential

Commercial

Indushial

Wholesale

Other

17.8 S

(8.6)

(83.7)

4.1

(7.e)

494.7

492.6

614.4

15.7

90.E

476.9

501.2

698. I

l l.6

98.7

457.4

456.6

631.6

r 1.6

t04.4

19.5

44.6

66.5

(5.7)

Total 1,708.2 I,786.5 t ,661.6 (78.3) S t24.9

Sales (Gigawaft Hours)

Residential

Commercial

Indusrial

Wholesale

Other

3,s3s.2

3,844.6

E,829.5

1143

124.4

3,301.7

170?<

9,469.7

32.5

128.2

3,s t4.8

3,878.7

9,28t.8

19.0

136.9

233.s

5l .l
(640 2)

81.8

(3.8)

(213. r)

(85.2)

187.9

135

(8.7)

Total 16,448.0 t6,72s.6 16t831.2 (277.6) (10s.6)

Cooling Degree Days

Nonnal Cooling Degree Days

7o Warmer than Normal

Electric Customers

Residential

Commercial

Industrial

Wholesale

Other

1,180

t06

46Vo

412,267

56,605

2,284

735

837

806

4%

409,401

56,134

2,305

739

2

988

806

23%

407,268

2,313

744

2

2,866

47r

(2r)

(4)

(l5r)

z,t J)

s29

(8)

(5)

343

Total 471,893 468,58 I 465,932 3,3r2 2 649

JJ
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NISOURCE INC.
Electric Operatio ns (continued)

Comparability ofline item operating results may be impacted by regulatory and depreciation tracken (other than those for cost ofsales) that allow for the
rccovery in rates ofcertain costs. Therefore, increases in these tracked operating expenses are ofset by increases in net revenues and have essentially no
impact on net income.

201 8 vs. 201 7 Ooeratins Income
For 201 8, Electric Operations repofied operating income of $3 8 6,1 million, an increase of $ 1 8.7 million from the comparable 201 7 period.

Net revenues for 2018 were $ 1,206.1 million, a decrease of $66.5 million from the same period it 2017 . The change in net revenues was primarily driven by:

. lnwerregulatory and depreciation trackers, which are offset in operating expense, of$35.6 million.

. Decreased rates from implementation of regulatory outcomes related to the TCJA of $32.9 million-

. Decreasedindustrialusageof$17.1 million.

. Arevenue reserve of $16.2 million in 2018 resulting from the probable future refund of certain collections from customers as a result of the lower
income tax rate from the TCJA .

. Increased fuel handlins costs of $7.3 million.

Partially offset by:

. The effects of warmerweatherof $25.2 million.

. Increased rates from infrastructure replacement programs of $ 1 8.6 milhon.

Operating expenses werc $85.2 million lower in 2018 than 2017. This change was primarily driven by:

. Lower regulatory and depreciation trackers, which are offset in net revenues, of$35.6 million.

. Lower outside sewice costs of $32.1 million and lower material and supplies costs of $10.2 million primarily related to the retirement of Bailly
Generating Station Units 7 and 8 on May 3 1, 201 8.

. Decreased employee and administrative costs of $ I 8.4 million.

Partially offset by:

. Increased depreciation of$ I 0.0 million due to higher capital expenditures placed in service.

2017 vs. 2015 Ooeratins Income
For20l7, Electric Operations reported operating income of $367.4 million, an increase of $66.1 million fromthe comparable 2016 period.

Net revenues for2017 were$1,272.6 million, an increase of $106.0 million from the same period in 2016. The change in net revenues was primarily driven
by:

. New rates from base-rate proceedings of $63.6 million.

. Increased rates from incremental capital spend on electric transmission projects of$24.2 million.

. Higher regulatory and depreciation trackers, which are ollset in operating expense, of$ I 8.0 million.

. New rates from infrastnrcture replacement programs of $6.0 million.

. The effects ofincreased customercount of$3.4 million.

Partially offset by:

. The effects ofcoolerweatherof$16.1 million.

Operating expenses werc $39.9 million higher in 201 7 than 20 16. This change was primarily driven by:

' Higher outside sewice costs of$20.1 million, primarily due to increased spend on strategic initiatives to enhance safety, reliability and customer
value, generation-related maintenance, IT service provider transition costs and vegetation management activities.

. Higheremployee and administrative costs of $19.2 million.
' Increased regulatory and depreciation tracken, which are offset in net revenues, of$ I 8.0 million.
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NISOURCE INC.
Electric Operations (continued)

. Increased depreciation of$5.6 million due to higher capital expenditures placed in service.

. Highermaterials and supplies costs of$4.5 million driven by generation-related maintenance.

Partially offset by:

. Plant retirement costs of S22.1 million in 2016.

. Decreased amortization ofregulatory assets of$10.8 million.

Weather
In general, we calculate the weather-related revenue variance based on changing customer demand driven by weather variance from normal heating or
cooling degree days. Our composite heating or cooling degree days reported do not directly conelate to the weather-related dollar impact on the results of
Electric Operations. Heating or cooling degree days experienced during different times ofthe year may have more or less impact on volume and dollars
depending on when they occur. When the detailed resuits are combined for reporting, there may be weather-related dollar impacts on operations when there is
not an apparent or significant change in our aggregated composite heating or cooling degree day comparison

Weather in the Electric Operations' territories for 201 8 was 46Yo warmer than normal and, 41o/o warmer than the same period in 201 7, increasing net revenues
$25.2 million for the year ended December 3 1 , 201 8 compared to 2017 .

Weather in the Electric Operations' territories for 20 I 7 was 4% warmer than normal and l5o/o cooler than the same period in 20 I 6, decreasing net revenues
$ 16.1 million for the year ended December 31, 2017 compared to 2016.

Sales
Electric Operations sales were 16,448.0 GWh for2018, a decrease of 277.6 GWh, or 1,7Yo compared to2017. This decrease was primarily attributable to
higher intemal generation from large industrial customers in 2018, partially offset by increased volumes forresidential and commercial customers resulting
from warmerweather.

Electric Operation s sales were 16,7 25.6 GWh for 2 017, a decrease of 1 05.6 GWh, or 0.6% compared to 2016.

BP Products North America. On March 29,2018, WCE, which is cunently owned by BP p.l.c ("BP") and BP Products North America, which operates the BP
Refinery, filed a petition at the IURC asking that the combined operations of WCE and BP be treated as a single premise, and the WCE generation be
dedicated primarily to BP Refinery operations beginning in May 2019 as WCE has self-certified as a qualifring facility at FERC. BP Refinery plans to
continue to purchase electric service from NIPSCO at a reduced demand level beginning May 2019. Refer to Note 8, "Regulatory Matters," in the Notes to
Consolidated Financial Statements for additional information.

Economic Conditions
NIPSCO has a state-approved recovery mechanism that provides a means for fulI recovery ofprudently incuned fuel costs. Fuel costs are treated as pass-

through costs and have no impact on the net revenues recorded in the period. The fuel costs included in revenues are matched v/ith the fuel cost expense

recorded in the period and the difference is recorded on the Consolidated Balance Sheets as under-recovered or over-recovered fuel cost to be included in
fu ture customer billings.

NIPSCO's performance remains closely linked to the performance of the steel industry. NIPSCO's MWh sales to steel-related industries accounted for
approximately 49.670/o and 54.5% of the total industrial MWh sales for the years ended December 3 l, 2018 and2017 , respectively.

Electric Suool),
Bailly Generating Station. NIPSCO completed the retirement of Units 7 and 8 at Bailly Generating Station on May 31,2018. These units had a generating
capacity ofapproximately 460 MW. The remaining net book value ofthe retired units is presented in "Regulatory assets (noncurrent)" on the Consolidated
Balance Sheets. This balance continues to be amortized at a rate consistent with its inclusion in customerrates. The ongoing recovery ofour remaining
investment in these units will be addressed in NIPSCO's rate case filed on October 3 1, 2018. Refer to Note 8, "Regulatory Matters," and Note 1 8-E, "Other
Matters," in the Notes to Consolidated Financial Statements for additional informatron.

NIPSCO 2 0l 8 Integrated Resource Plan. Multiple factors, but primarily economic ones, including low natural gas prices, advancing cost eflective renewable
technology and increasing capital and operating costs associated with existing coal plants, have led
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ITEM 7. MAI.IAGEMENT'S DISCUSSION Al.[D ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS (continued)

NISbI,RCEINc.
Electric Operetions (continueQ

NIPSCO to conclude in its October 2018 Integrated Resource Plan submission that NIPSCO's curcnt fleet of coal generation facilities will be retired earlier
than previous Integratcd Resource Plan's had indicated.

The Integrated Resource Plan evaluated demand+ide and supply-side r€source altematives to reliably and cost effectively meet NIPSCO customers'future
energy requirements over the enzuing 20 years. The preferred option within the Integrated Resource Plan retires R.M. Schahfer Generating Station (Utrits 14,
15, 17, and l8) by 2023 and Michigan City Generating Station (Jnit l2)by 2028. These units represent 2,080 MW of generating capacity, eqruilto 72yo of
NIPSCO's remaining capacity afterthe rctircm€nt ofBailly Units 7 and 8 in May of 2018.

The cunent replacenent plan includes renewable sources ofenergy, including wind, solag and battery storage to be obtained through a combination of
NIPSCO ownership and PPAs. Refer to Note l8-E, "Other Matters," in the Notes to Consolidated Financial Statements for further discussion.
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NISOURCE INC.

Liquidify and Capital Resources

Greater Lqwrence Incident: As discussed in the "Executive Summary" and Note 18, "Other Commitments and Contingencies," we have recorded losses
associated with the Greater Lawence Incident and have invested capital to replace the entire aflected 45-mile cast iron and bare steel pipeline system that
delivers gas to the impacted area. As discussed in the Executive Summary and Note I 8 referenced earlier in this paragraph, and Part I, Item I A "Risk Factors,"
in this report, we may incur additional expenses and liabilities in excess ofourrecorded liabilities and estimated additional costs associated with the Greater
Lawrence Incident. The timing and amount of future financing needs arising from the Greater Lawrence hcident, if any, will depend on the ultimate timing
and amount ofpayments made in connection with the GreaterLawrence Incident and the timing and amount ofassociated insurance recoveries. Through
income generated from operating activities, amounts available under our shofi-term revolving credit facility, commercial paper program, accounts receivable
securitization facilities, term loan bonowings, long-term debt agreements and our ability to access the capital markets, we believe there is adequate capital
available to fund these expenditures.

Ooerating Activities
Net cash from operating activities for the year ended December 31, 2018 was $540.1 million, a decrease of $202.1 million from2017. This dectease was
driven by cash spend for the Greater Lawrence Incident in 2018 offset by decreased pension plan contributions as discussed below as well as decreased
operation and maintenance expenses (excluding expenses related to the Greater Lawrence Incident). The decrease in cash from operations was further offset
by highersales due to colderweatherduring the 2018 winterheating season comparedto20lT and increased rates from infrastructure replacementprograms
and rate case outcomes.

Greater Lawrence Incident. During 201 8, we paid approximately $7 3 1 mi llion in operating cash flow related to the Greater Lawrence Incident. Refer to Note
18-E "Other Matters" for further information.

Pension anil Other Postrelirement Plan Funding.In2017, we contributed$282.3 million to our pension plans (including a$277 million discretionary
contribution made during the third quarler of20 I 7) and $3 1 .6 million to our other postretirement benefit plans.

In 2018, we contributed $2.9 million to ourpension plans and $21.0 million to ourotherpostretirement benefit plans. Given the current funded status ofthe
pension plans, and barring unforeseenmarket volatility that may negatively impact the valuation ofourplan assets, we do not believe additional material
contributions to our pension plans will be required for the foreseeable future.

Income Taxes. Rates for our regulated customers include provisions for the collection of U.S. federal income taxes. The reduction in the U.S. federal
corporate income tax rate as a result of the TCJAhas led to a decrease in the amount billed to customers through rates, ultimately resulting in lower cash

collections fiom operating activities. As discussed in further detail in Note 7, "Regulatory Matters," in the Notes to the Consolidated Financial Statements,
ourregulated subsidiaries are engaged with the relevant state utility commissions to address the impacts ofthe TCJAon future customerrates. During 2018,
billings to customers decreased approximately $57.6 million compared to the same period in 2017 as a result ofadjustments to certain rates in ourKentucky,
Ohio, Maryland, Pennsylvania,Massachusetts and Indiana jurisdictions. Additionally, during 2018, we recorded additional TCJA-related regulatory
liabilities related to 20 I 8 collections from customen, which are being refunded back to customeff once new customer rates are approved by our regulators.

hr addition, we will be required to pass back to customers "excess defened taxes" which represent amounts collected from customers in the past to cover
defened tax liabilities which, as a result ofthe passage ofthe TCJA, are now less than the originally billed amounts. Approximately $1.5 billion ofexcess
defened taxes was recorded to "Regulatory liabilities (noncurrent)" on the Consolidated Balance Sheets as ofDecember 3 l ,2017 as a result ofimplementing
tlre TCJA. The majority of this balance related to temporary book-to-tax differences on utility property protected by IRS normalization rules. As modified
rates are approved by each ofourregulators, we expect this portion ofthe balance will be passed back to customers overthe remaining average useful life of
the associated property as required by the TCJA. The pass back period for the remainder ofthis balance will be determined by our state utility commissions in
future proceedings. Our estimate of the amount and pass-back period of excess deferred taxes is subject to change pending final review by the utility
commissions ofthe states in which we operate. As noted above, this pass back ofexcess deferred taxes has already begun in certain ofourjurisdictions. As of
December 31, 2018 we have approximately S1.4 billion ofremaining regulatory liabilities associated with excess defened taxes. See Note 8, "Regulatory
Matters," for additional information.

As ofDecember 31, 2018, we had a recorded defened tax asset of $759.6 million related to a federal NOL carryforward, of which $508.5 million rclates to
years prior to the implementation of the TCJA As a result ofbeing in an NOL position, we were not
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESIILTS OF OPERATIONS (continued)

NISOURCE INC.

required to make any cash payments for federal income tax purposes during the three years ended December 3 1, 20 I 8. The carryforward periods for pre-TCJA
tax benefits expire in various tax years from 2028 to 2037, however, we expect to fully utilize the carryforward benefit prior to its expiration. Per the TCJA,
utilization ofNOL carryforwards generated after December 3l ,2017 do not expire, but are limited to 807o of current year taxable income. Accordingly, we
may be required to make cash payments for federal income taxes in future yean despite having NOL carryforwards in excess ofcurrent taxes payable.

Investins Activities
Our cash used for investing activities varies year over year primarily as a result ofchanges in the level ofannual capital expenditures. The table below reflects
capital expenditures and certain other investing activities by segment for 20 I 8, 20 I 7 and 20 1 6.

(in millions) 2018 2017 20t6

Gas Di stributi on Operations

System Growth and Tracker

Maintenance

Total Gas Distribution Opentions

1,073.7 $

241.6

rJrss

909.2

216.4

| .125.6

835.0

219.4

t,054.4

Electric Operations

System GroMh and Tracker

Maintenance

Total Eiectric Operations

346.0

1 s3J
499.3

45i.5

157.1

592.4

314 |

10 6.5

420.6

Corporate and Other Operations - Maintenance(l) 35.8 15.4

Total(2) 1,814.6 $ 1,75 3.8 t,490.4
(r )Zero Corporate and Other capital expenditures in 20 I 8 driven by the leasing of IT assets beginning in Ql 20 I 8 versus historical practice of purchasing.
(2)AmountsdifferfromthosepIeSentedontheStatementsofConso|idatedCashF1owsprimari|yduetothecapitaized

capital expendinrres includcd in current liabilities and AFUDC Equity

For 201 8, capital expenditures and certain other investing activities were $ I ,8 14.6 million, which was $60.8 million higher than the 2017 capital program.
This increased spending is due in part to costs associated with the GreaterLawrence Incident pipeline replacement, gas transmission projects, environmental
investments and system modemization projects.

For2017, capital expenditures and certain otherinvesting activities werc $1,753.8 million, which was $263.4 million higherthan the 2016 capital program.
This increased spending is mainly due to electric transmission projects, environmental investments and system modemization projects.

For20l9, we project to invest approximately $1.6 to $1.7 billion in our capital program. This projected level ofspend is consistent with20l8 spend levels
and is expected to focus primarily on the continuation of the modemization projects, segment groMh across the Gas Distribution Operations segment, and
TDSIC spend.

Financins Activities
Short-term Dcbt. Referto Note 15, "Sho(-TermBorrowings," in theNotes to Consolidated Financial Statements forinformation on sho(-termdebt.

Long-term Debt. Referto Note 14, "Long-TermDebt," in the Notes to Consolidated Financial Statements forinformation on long-term debt.

Net Available Liquidity, As ofDecember3l,20l8, an aggregate of$974.6 million ofnet liquidity was available, including cash and credit available under
the revolving credit facility and accounts receivable securitization programs.
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The following table displays NiSource's liquidity position as of December 3 I , 2018 and 201 7:

Year Ended December 31, (in nillions) 2018
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2017

Current Liquidity
Revolving Credit Facility

Accounts Receivable Program(l )

Less:

Commercial Paper

Accounts Receivable Pro gram Utilized

Letters ofCredit Outstanding Under Credit Facility

Add:

Cash and Cash Equivalents

1,850.0 $

399.2

978.0

399.2

10.2

112.8

i,850.0

336 7

869.0

336:t

11.1

29.0

Net Available Liquidity $ 974.6 $ 998 9
(r)Rcpresents the lesser of tbe seasonal linit or maximum bonowings supportable by the underlying receivables

Debt Covenanls. We are subject to a financial covenant underourrevolving credit facility and term loan agreement, which requires us to maintain a debt to
capitalization ratio that does not exceedT0oh. A similar covenant in a 2005 private placement note purchase agreement requires us to maintain a debt to
capitalization ratio that does not exceed 75%. As of December 3 1, 201 8, the ratio was 6l .4%.

Sale of Trade Accounts Receivables. Refer to Note I 7, "Transfen ofFinancial Assets," in the Notes to Consolidated Financial Statements for information on
the sale oftrade accounts receivable.

Credit Ratings. The credit rating agencies periodically review our ratings, taking into account factors such as our capital structure and eamings profile. The
following table includes our and cartain ofour subsidiaries' crcdit mtlngs and ratings outlook as ofDecember 3 l, 20 I 8.

Acredit rating is not a recommendation to buy, sell orhold securities, and may be subject to revision orwithdrawal at any time by the assigning rating
organrzatron.

S&P Moody's Fitch

Rating Outlook Rating Outlook Rating Outlook

NiSource

NIPSCO

Columbia of Massachusetts

Commercial Paper

BBB+

BBB+

BBB+

a_t

Negative

Negative

Negative

Negative

Baa2

Baal

Baa2

P-2

Stable

Stable

Stable

Stable

BBB

BBB

Not rated

F2

Stable

Stable

Not mted

Stable

Cefiain ofour subsidiaries have agreements that contain "ratings triggers" that require increased collatcral ifour credit ratings or the credit ratings ofcertain
ofour subsidiaries are below investment grade. These agreements are primarily for insurance purposes and for the physical purchase or sale ofpower. As of
December3l,2018, the collateral requirement that would be required in the event ofa downgrade below the ratings trigger levels would amount to
approximately $53.8 million. I-n addition to agreements with ratings triggers, there are other agreements that contain "adequate assurance" or "material
adverse change" provisions that could necessitate additional credit support such as letters ofcredit and cash collateral to transact business.

Equity. Our atthorized capital stock consists of420,000,000 shares, $0.01 par value, ofwhich 400,000,000 are comnon stock and 20,000,000 are preferred
stock. As of December 31, 2018, 372,363,656 shares of common stock and 420,000 shares of preferred stock were outstanding. For more information
regarding our cornmon and preferred stock, see Note I 2, "Equity," in the Notes to Consolidated Financial Statements.
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Contractual Obligations. We have certain contr-actual obligations requiring payments at specified periods. The obligations include long-term debt, lease
obligations, energy cornmodity contracts and obligations for various services including pipeline capacity and outsourcing of IT services. The total
contractual obligations in existence at December 3 I , 20 1 8 and their maturities were:

(in nillions) Total 20t9 2020 2021

Long-term debt (rr

Capital leases(2J

lnterest payDents on long-term debt

Opcrating lcasesG)

E[ergy commodity contacts

Scrvicc obJigations:

Pipeline service obligations

IT service obligations

Other service obligatioos

Other liabilities

$ 7,029 6

322 4

6,3t1 'l

459

I 54.3

3,566.7

2l I 0

861

242

41 0

230

319.8

lt.0
99.2

s92 3

683

335

22.5

3l 8.6

55 I

636 $

226

3t8.6

6l

450 5

47 1

96

530 0

22 1

315 0

43'7.5

35 6

600.0 s

19 8

289 0

28

260.8

5,'195.0

212 4

4,7 50.7

145

t,33't 948't.1

60.0

4J.D

Total contractual obligations $ 17,752,5 $ t,2123 994 8 918,1 r.344.4 |,172.4 S I 2,1 10.5
(r) Long-term debt balance excludes uoamortized issuance costs and discounts of $68 5 mitlion
(2)Capital leile payments shown above are inclusive of interest totali[g $l 14.6 million.
(3J Operating
!erm, but the anticipated paymeuts associated witb tlre renewals do oot meet the defnition of expected minimum lease payments and therefore are not included above Expected
paymentsile $26.7 million in2019,522.4 million in 2020, $16 6 million in 2021,512.3 million in 2022,59.3 million in 2023 atd $8.8 million thereafter.

Our calculated estimated interest payments for long-term debt is based on the stated coupon and payment dates. For 20 I 9, we project that we will be required
to make interest payments of approximately $3 63 .I million, which includes $ 3 1 9.8 million of interest payments related to our long-term debt outstanding as
of December 31,2018. At December 31, 2018, we had $ 1,977.2 million in slrort-term borowings outstanding.

Our expected payments included within "Other liabilities" in the table ofcontractual commitments above contains employer contributions to pension and
otherpostretirement benefitsplans expected to be made in2019. Plan contributions beyond 2Ol9 are dependent upon a numberoffactors, including actual
retums on plan assets, which cannot be reliably estimated at this time. In 2019, we expect to make contributions of approximately $3.0 million to ourpension
plans and approximately $20.6 million to our postretirement medical and life plans. Refer to Note I l, "Pension and Other Postretirement Benefits," in the
Notes to Consolidated Financial Statements for more information.

We cannot reasonably estimate tlle settlement amounts or timing ofcash flows related to long-term obligations classified as "Total Other Liabilities" on the
Consolidated Balance Sheets, other than those described above.

We also have obligations associated with income, property, gross receipts, franchise, payroll, sales and use, and various other taxes and expect to make tax
payments of approximately $240.6 million in 2019, which are not included in the table above.

Refer to Note 18-A, "Contractual Obligations," in the Notes to Consolidated Financial Statements for further information.

In January 2019, NIPSCO executed two 20 year PPAS to purchase 100% of the output from renewable generation facilities at a fixed price per mwh and a BTA
with a developer to construct a renewable generation facility. Payments under these agreement are not included in the table above as these agreements were
executed in 2019 and remain subject to approval by the relevantregulatory authoritiesbefore the deals would commence. See 18-E. ''OtherMatters-NIPSCO
20 1 8 Integrated Resource Plan," for additional information.

OIf-Ba la nce Sheet Arrangements

We, along with certain ofoursubsidiaries, enterinto various agreements providing financial orperformance assurance to third parties on behalfofce(ain
subsidiaries. Such agreements include guarantees and stand-by letters ofcredit.

Refer to Note 18, "Other Comrnitments and Contingencies," in the Notes to Consolidated Financial Statements for additional information about such
arrangements.

40



Table ofContents

Exhibit No. 403
Attachment A

Page 61 of 160
\Mtness: P.R. Moul

NISOURCE INC.

Market Risk Disclosures

Risk is an inherent part ofourbusinesses. The extent to which we properly and effectively identiff, assess, monitor and manage each ofthe various types of
risk involved in our businesses is critical to our profitability. We seek to identifr, assess, monitor and manage, in accordance with defined policies and
procedures, the following principal market risks that are involved in our businesses: commodity price risk, interest rate risk and credit risk. Risk management
for us is a rnulti-faceted process with ovenight by the Risk Management Committee that requires constant communication, judgment and knowledge of
specialized products and markets. Our senior management takes an active role in the risk management process and has developed policies and procedures
that require specific administrative and business functions to assist in the identification, assessment and control ofvarious risks. These may include, but are
not limited to market, operational, financial, compliance and strategic risk types. In recognition ofthe increasingly varied and complex nature ofthe energy
business, our risk management process, policies and procedures continue to evolve and are subject to ongoing review and modification.

Commodity Price Risk
We are exposed to commodity price risk as a result of our subsidiaries' operations involving natural gas and power. To manage this market risk, our
subsidiaries use derivatives, including commodity futures contracts, swaps, forwards and options. We do not participate in speculative energy trading
actrvrty.

Commodity price risk resulting from derivative activities at our rate-regulated subsidiaries is limited, since rbgulations allow recovery ofprudently incurred
purchased power, fuel and gas costs through the rate-making process, including gains or losses on these derivative instruments. Ifstates should explore
additional regulatory reform, these subsidiaries may begin providing services without the benefit ofthe traditional rate-making process and may be more
exposed to commodity price risk.

Our subsidiaries are required to make cash margin deposits with their brokers to cover actual and potential losses in the value ofoutstanding exchange traded
derivative contracts. Tlre amount ofthese deposits, some ofwhich is reflected in ourrestricted cash balance, may fluctuate significantly during periods of
high volatility in the energy commodity markets.

Refer to Note 9, "Risk Management Activities," in the Notes to the Consolidated Financial Statements for further information on our commodity price risk
assets and liabilities as ofDecember3l, 2018 and 2017.

Lrterest Rate Risk
We are exposed to interest rate risk as a result ofchanges in interest rates on bonowings underourrevolving credit agreement, commercial paperprogram,
term loan bonowings and accounts receivable progranN, which have interest rates that are indexed to short-term market interest rates. Based upon average
bonowings and debt obligations subject to fluctuations in short-term market interest rates, an increase (or decrease) in short-term interest rates of 100 basis
points (l %) would have increased (or decreased) interest expense by $ 13.3 million and $ l5.8 million for 2018 and 2017, respectively. We are also exposed to
interest rate risk as a result ofchanges in benchmark mtes that can influence the interest rates offuture debt issuances.

Refer to Note 9, "Risk Management Activities," in the Notes to Consolidated Financial Statements for further information on our interest rate risk assets and
liabilities as ofDecember 3 1, 20 1 8 and 20 I 7.

Credit Risk
Due to the nature ofthe industry, credit risk is embedded in many ofourbusiness activities. Ourextension ofcredit is govemed by a Corporate Credit Risk
Policy. In addition, Risk Management Committee guidelines are in place which document management approval levels for credit limits, evaluation of
creditworthiness, and credit risk mitigation efforts. Exposures to credit risks are monitored by the risk management function which is independent of
commercial operations. Credit risk arises due to the possibility that a customer, supplier or counterparty will not be able or willing to fulfill its obligations on
a transaction on or before the settlement date. For derivative-related contracts, credit risk arises when counterparties are obligated to deliver or purchase
defined commodity units ofgas orpower to us at a future date per execution ofcontractual terms and conditions. Exposure to credit risk is measured in terms
ofboth current obligations and the market value offorward positions net ofany posted collateral such as cash and letters ofcredit.

We closely monitor the financial status ofourbanking credit providen. We evaluate the financial status ofourbanking partners through the use ofmarket-
based metrics such as credit default swap pricing levels, and also through traditional credit ratings provided by major credit rating agencies.
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Other Information

Critical Accountinq Policies
We apply certain accounting policies based on the accounting requirements discussed below that have had, and may continue to have, significant impacts on
our operations and Consolidated Financial Statements.

Basis of Accounting for Rate-Regulated Subsidiaries ASC Topic 980, Regulated Operations, provides that rate-regulated subsidiaries account for and

report assets and liabilities consistent with the economic effect ofthe way in which regulators establish rates, ifthe rates established are designed to recover
the costs ofproviding the regulated service and ifthe competitive environment makes it probable that such rates can be charged and collected. Certain
expeDses and credits subject to utility regulation or rate determination normally reflected in income are defened on the Consolidated Balance Sheets and are

recognized in income as the related amounts are included in service rates and recovered from or refunded to customers. The total amounts ofregulatory assets

and liabilities reflected on the Consolidated Balance Sheets were $2,237 .5 million and $2,660.0 million at December 3 I , 201 8, and $ 1 ,801 .2 rnillion and

$2,795.6 million atDecember 31,2017, respectively. For additional information, refer to Note 8, "Regulatory Matten," in the Notes to Consolidated
Financial Statements.

ln the event that regulation significantly changes the opportunity for us to recover our costs in the future, all or a portion ofour regulated operations may no

longermeet the criteria forthe application ofASC Topic 980, Regulated Operations. In such event, a write{own ofall oraportion ofourexisting regulatory
assets and liabilities could result. Iftransition cost recovery is approved by the appropriate regulatory bodies that would meet the requirements under GAAP
for continued accounting as regulatory assets and liabilities during such recovery period, the regulatory assets and liabilities would be reported at the
recoverable amounts. Ifwe were unable to continue to apply the provisions ofASC Topic 980, Regulated Operalions, we would be required to apply the
provisions ofASC Topic 980-20, Discontinudtion of Rate-Regulated Accounting. ln management's opinion, our regulated subsidiaries will be subject to
ASC Topic 980, Regulated Operdtions for the foreseeable firture.

Certain ofthe regulatory assets reflected on our Consolidated Balance Sheets require specific regulatory action in order to be ilcluded in future service rates.

Although recovery ofthese amounts is not guaranteed, we believe that these costs meet the requirements for deferral as regulatory assets. Regulatory assets

requiring specific regulatory action amounted to $320.4 million at December31,2018. Ifwe determine that the amounts included as regulatory assets were

not recoverable, a charge to income would immediately be required to the extent ofthe unrecoverable amounts.

The passage ofthe TCJA into law necessitated the remeasurement ofour defened income tax balances to reflect the new U.S. corporate income tax rate of
2 1 7o. For our regulated entities, substantially all ofthe impact ofthis remeasurement was recorded to a regulatory asset or regulatory liability, as appropriate,
until such time that we receive final regulatory orders prescribing the required accounting treatment and related impact on future customer rates. For
additional information, refer to Note 10, "Income Taxes," in the Notes to Consolidated Financial Statements.

As discussed in Note 18-E, "Other Matters - Greater Lawrence Pipeline Replacement," we incurred approximately $167 million of capital spend for pipeline
replacement in the affected communities during 2018. We estimate this replacement work will cost between $220 million and$230 million in total.
Columbia ofMassachusetts has provided notice to its propefty insurerofthe GreaterLawrence lncident and discussions around the claim and recovery have
commenced. The recovery ofany capital investment not reimbursed through insurance will be addressed in a future regulatory proceeding. The outcome of
such a proceeding is uncertain. In accordance with ASC 980-360, if it becomes probable that a portion of the pipeline replacement cost will not be
recoverable through customer rates and an amount can be reasonably estimated, we will reduce our regulated plant balance for tbe amount ofthe probable
disallowance and record an associated charge to eamings. This could result in a material advene effect to our financial condition, results ofoperations and
cash flows. Additionally, ifa rate order is received allowing recovery ofthe investment with no or reduced retum on investment, a loss on disallowance may
be required.

Pension and Postretirement Benefrts. We have defined benefit plans for both pension and other postretirement benefits. The calculation of the net
obligations and annual expense related to the plans requires a significant degree ofjudgment regarding the discount rates to be used in bringing the
liabilities to present value, expected long-term rates ofretum on plan assets, health care trend rates, and mortality ntes, among other assumptions. Due to the
size ofthe plans and the long-term nature ofthe associated liabilities, changes in the assumptions used in the actuarial estimates could have material impacts
on the measurement ofthe net obligations and annual expense recognition. Differences between actuarial assumptions and actual plan results are deferred
into AOCI or a regulatory balance sheet account, depending on the jurisdiction ofour entity. These deferred gains or losses are then amortized into the
income statement when the accumulated differences exceed l0% ofthe greater ofthe projected benefit obligation or the fair value ofplan assets (known in
GAAP as the "corridof'method) orwhen settlement accounting is triggered.
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The discount rates, expected long-term rates ofretum on plan assets, lrealtb care cost trend rates and mortality rates are critical assumptions. Methods used to
develop these assumptions are described below. While a third party actuarial firm assists with the development of many of these assumptions, we are

ultimately responsible for selecting the final assumptions.

The discount rate is utilized principally in calculating the actuarial present value of pension and other postretirement benefit obligations and net
periodic pension and other postretirement benefit plan costs. Our discount rates for both pension and other postretirement benefits are determined using spot
rates along an AA-rated above median yield cuwe with cash flows matching the expected duration ofbenefit payments to be made to plan participants.

The expected long-term rate ofretum on plan assets is a component utilized in calculating annual pension and otlrerpostretirement benefit plan costs. We
estimate the expected retum on plan assets by evaluating expected bond retums, equity risk premiums, target asset allocations, the eflects ofactive plan
management, the impact ofperiodic plan asset rebalancing and historical performance. We also consider the guidance from our investment advison in
making a final determination ofour expected rate ofretum on assets.

For measurement of20l9 net periodic benefit cost, we selected an expected pre-tax long-term rate ofretum of6.l0% and 5.80% for our pension and other
postretirement benefit plan assets, respectively.

We estimate the assumed health care cost trend rate, which is used in determining our otlrer postretirement benefit net expense, based upon our actual health
care cost experience, the effects ofrecently enacted legislation, third-party actuarial surveys and general economic conditions.

We use the Society of Actuaries' most recently published mortality data in developing a best estimate of mortality as part of the calculation of
the pension and otherpostretirement benefit obligations.

The following tables illustrate the eflects ofchanges in these actuarial assumptions while holding all other assumptions constant:

knpact on December 3 1, 20 1 8 Projected Benefit Obligation Increase/(Decrease)

Change in Assumptions (in millions) Pension Benefits Other Postretirement Benefi ts

+50 basis points change in discount rate

-50 basis points change in discount rate

+50 basis points change in health care trend rates

-50 basis points change in health care trend rates

(7e.6) $

86.2

(23.6)

25.8

lt 5

(1 1.0)

Impact on 20 I 8 Expense Increase/(Decrease)(t )

Change in Assumptions (in millions) Pension Benefits Other Postretirement Benefi ts

+50 basis points change in discount rate $

-50 basis points change in discount rate

+50 basis points change in expected long-term rate ofretum on plan assets

-50 basis points change in expected long-term rate ofretum on plan assets

+50 basis points change in health care trend rates

-50 basis points change in health care trend rates

(3.3) $

2.8

(r 0.3 )

| 0-3

(0.7)

0.8

(1.3)

1.3

0.6

(0.s)
(r)Before labor capilalization and regulatory defenals.
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In January 2017, we changed the method used to estimate the service and interest components of net periodic benefit cost for pension and other
postretirement benefits. This change, compared to the previous method, resulted in a decrease in the actuarially{etermined service and iDterest cost
components. Historically we estimated service and interest cost utilizing a single weighted-average discount rate derived from the yield curve used to
measure the benefit obligation at the beginning ofthe period. For fiscal 2017 and beyond, we now utilize a full yield cuwe approach to estimate these

components by applying the specific spot rates along the yield curve used in the determination ofthe benefit obligation to the relevant projected cash flows.
For further discussion ofour pension and other postretirement benefits, see Notell, "Pension and Other Postretirement Benefits," in the Notes to
Consolidated Financial Statements.

Gootlwill. We have seven goodwill reporting units, comprised of the seven state operating companies within the Gas Distribution Operations reportable
segment.OurgoodwillassetsatDecember3l,20l8were$l,690.Tmillion,mostofwhichresultedfromtheacquisitionofColumbiaonNovemberl,2000.

As required by GAAP, we test for impairment ofgoodwill on an annual basis and on an interim basis when events or circumstances indicate that a potential
impairment may exist. Our annual goodwill test takes place in the second quarter of each ye ar and was most recently finalized as of May I , 201 8. In the third
quarter of2018, we determined the Greater Lawrence lncident represented a triggering event that required an impairment analysis ofgoodwill. The incident
specifically impacts our Columbia of Massachusetts reporting unit. The quantitative impaiment analysis as of September 30, 2018 determined the fair value
of Columbia of Massachusetts reporting unit continued to exceed its carrying value. For additional information, refer to Note 6, "Goodwill and Other
krtangible Assets," in the Notes to Consolidated Financial Statements.

We completed a quantitative ("step I ") fair value measurement of our reporting units during the May I , 201 6 goodwill test. Consistent with our historical
impairment testing ofgoodwill, fairvalue ofthe reporting units was determined based on a weighting ofincome and market approaches. These approaches
require significant judgments including appropriate long-term growth rates and discount rates for the income approach and appropriate multiples ofeamings
for peer companies and control premiums for the market approach. A qualitative ("step 0") test was completed on May l, 2018. We assessed various
assumptions, events and circumstances that would have affected the estirnated fair value of the reporting units in our baseline May 1 , 201 6 test. The results of
this assessment indicated that it is not more likely than not that its reporting unit fair values are less than the reporting unit carrying values and no
impairments are necessary.

The discount rates were derived using peercompany data compiled with the assistance ofa third party valuation sewices firm. The discount rates used are

subject to change based on changes in tax rates at both the state and federal level, debt and equity ratios at each reporting unit and general economic
conditions.

The long-term groMh rate was derived by evaluating historic gro*h rates, new business and investment opportunities beyond the near term horizon. The
long-term growth rate is subject to change depending on inflationary impacts to the U.S. economy and the individual business environments in which each
reporting unit operates.

The May 1,2016 test indicated the fairvalue ofeach ofthe reporting units that carry orare allocated goodwill exceeded tbeircarrying values, indicating that
no impairment existed under the step 1 annual impairment test. Ifthe estimates offree cash flow used in this step I analysis had been I 0% lower, the resulting
fair values would have still been greater than the carrying value for eacb ofthe reporting units tested, holding all other assumptions constant.

Revenue Recognition Revenue is recorded as products and sewices are delivered. Utility revenues are billed to customers monthly on a cycle basis.
Revenues are recorded on the accrual basis and include estimates for electricity and gas delivered but not billed.

We adopted the provisions ofASC 606 beginning on January I , 20 I 8 using a modified retrospective method, which was applied to all contracts. No material
adjustments were made to January 1, 2018 opening balances and no material changes in the amount or timing offuture revenue rccognition occurred as a

result ofthe adoption ofASC 606. Referto Note 3 "Revenue Recognition," in the Notes to Consolidated Financial Statements.

Recentlv Issued Accountin e Pronouncements
Referto Note 2, "Recent Accounting Pronouncements," in the Notes to Consolidated Financial Statements.

ITEM 7A. OUANTITATIVE AND OUALITATTVE DISCLOST]RES ABOUT MARKET RISK

Quantitative and Qualitative Disclosures about Market Risk are reported in Item 7. "Management's Discussion and Analysis of Financial Condition and
Results of Ooerations - Market Risk Disclosures."
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To the shareholders and the Board ofDirectors ofNiSource lnc.

Opinion on tbe Financial Statements

We have audited the accompanying consolidated balance sheets ofNSource Inc. and subsidiaries (the "Company") as ofDecember3l,2018 and 2017, the
related statements ofconsolidated income (oss), comprehensive income (loss), stockholders'equity, and cash flows for each ofthe three years in the period
ended December 3 I , 20 I 8, and the related notes and the schedule listed in the lndex at item I 5 (collectively referred to as the "financial statements"). ln our
opinion, the financial statements present fairly, in all material respects, the financial position ofthe Company as ofDecember 31, 2018 and 2017, and the
results ofits operations and its cash flows for each ofthe three years in the period ended December 31, 2018, in conformity with accounting principles
generally accepted in tbe United States ofAmerica.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the Company's
intemal control over financial reporting as ofDecember 3 I , 20 I 8, based on criteria established in Intemal Control - Integrated Framework (20.1 3/ issued by
the Cornrnittee ofSponsoring Organizations ofthe Treadway Commission and ourreport dated February 20,2019, expressed al unqualified opinion on the
Company's intemal control over financial reporting.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the Company's financial
statements based on our audits. We are a public accounting firm registered with the PCAOB and are required to be independent with respect to the Company
in accordance with the U.S. federal securities laws and the applicable rules and regulations ofthe Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards ofthe PCAOB- Those standards require that we plan and perform the audit to obtain reasonable
assurance about whetber the financial statements are free ofmaterial misstatement, whetber due to error or fraud. Our audits included performing procedures
to assess the risks ofmaterial misstatement ofthe financial statemeDts, whether due to enor or fraud, and performing procedures that respond to those risks.
Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included
evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall presentation ofthe financial
statements. We believe that our audits provide a reasonable basis for our opinion.

/s/ DELOITTE & TOUCHE LLP
Columbus. Ohio
February 20,2019

We have served as the Company's auditor since 2002.
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To the shareholden and the Board ofDirecton ofNiSource Inc.

Opinion on Internal Control over Financial Reporting

We have audited the intemal control overfinancial reporting ofNiSource Inc. and subsidiaries (the "Company") as ofDecember3l,2018, based on criteria
established in .fn lernal Control - Integrated Framework (201 3) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).

In our opinion, the Company maintained, in all material respects, effective intemal control over financial reporting as ofDecember 3 I , 20 I 8, based on criteria
established ir Internal Control - Integrated Framework (2013) issued by COSO.

We have also audited, in accordance with the standards of the Public Company Accounting Ovenight Board (United States) (PCAOB), the financial
statements as ofand foryearended December31,20l8, ofthe Company and ourreport dated February 20,2019, expressed an unqualified opinion on those
financial statements.

Basis for Opinion

The Company's management is responsible for maintaining effective intemal control over financial reporting and for its assessment ofthe effectiveness of
intemal control over financial reporting, included in the accompanying Management's Report on Intemal Control Over Financial Reporting, Our
responsibility is to express an opinion on the Company's intemal control over financial reporting based on our audit. We are a public accounting firm
registered with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the
applicable rules and regulations ofthe Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards ofthe PCAOB. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether effective intemal control over financial reporting was maintained in all material respects. Our audit included obtaining an

understanding ofintemal control over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating
effectiveness of intemal control based on the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We

believe that our audit provides a reasonable basis for our opinion.

Definition and Limitations oflnternal Control over Financial Reporting

A company's intemal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability offinancial repoting
and the preparation offinancial statements for extemal purposes in accordance with generally accepted accounting principles. A company's intemal control
over financial reporting includes those policies and procedures that (1) pertain to the maintenance ofrecords that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions ofthe assets ofthe company; (2) provide reasonable assunmce that transactions are recorded as necessary to permit
preparation offinancial statements iD accordance with generally accepted accounting principles, and that receipts and expenditures ofthe company are being
made only in accordance with autborizations ofmanagement and directors ofthe company; and (3) provide reasonable assumnce regarding prevention or
timely detection ofunauthorized acquisition, use, or disposition ofthe company's assets that could have a material effect on the financial statements.

Because ofits inherent limitations, intemal control over financial reporting may not prevent or detect misstatements. Also, projections ofany evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because ofchanges in conditions, or that the degree ofcompliance
with the policies orprocedures may deteriorate.

/s/ DELOITTE & TOUCIIE LLP
Columbus, Ohio
Februarv 20.2019
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20t6
Operating Revenues

Customer revenues

Other revenues

4,99t.t $

123.4

4,730.2 $

144.4

4,392.5

100.0

Total Operating Revenues

Operating Expenses

Cost ofsales (excluding depreciation and amortization)

Operation and maintenance

Depreciation and amortization

Loss (Gain) on sale ofassets and impairments, net

Other taxes

5,114.5

1,7613

23s2.e

599.6

1.2

274.8

4,87 4 6

I,518.7

1,60t .7

57 0.3

5.5

257.2

4,492 s

r,390.2

1,445.8

547.1

(1.0)

244.3

Total Operating Expenscs 4,989.8 3,9s3.4 3,626.4

Operating Income 124.7 92t.2 866. I

Other Income @eductions)
Interest expense, net

Other, net

Loss on early extinguishment oflong-term debt

(3s3.3)

43.5

(4s.s)

(3 s3.2)

(r 3.5)

(1 l 1.5)

(34e.5)

(3.0)

Total Other Deductions, Net (3ss3) (418.2) (3s2.s)

Income (Loss) before Income Taxes

Income Taxes

(230.6)

(180.0)

443.0

314.5

513 6

182.1

Net Income (Loss)

Prcfcned dividends

(s0.6)

(1s.0)

128.5 331.5

Net Income (Loss) Available to Common Shareholders (6s.6) 33 1.5

Earnings (Loss) Per Share

Basic Eamings (Loss) Per Share $ (0.18)

Diluted Eamings (Loss) Per Share $ (0.18)

$

S

0.39 $

0.39 $

1.03

1.02

Basic Average Common Shares Outstanding

Diluted Average Common Shares

356.5

356.5

329.4

330.8

321 .8

323.5

The accompanying Notes to Consolidated Financial Statements are an integral part ofthese statements.
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2016

Net Income (Loss) $ (s0.6) $ 128.5 $ 331.5.=..:_,,1.wt$Wffit7!#ru

Net unr,ealized gain (oss) on available-for-sale securities(t) 8.6) 0.8 (0.1)

Net unrealized gain (loss) on cash flow hedges(u ) 22.7 Q2.5) 8.6

ized pension and OPEB benefit (costs}3) (4.4' 3.4 1.5

Total,

Total Comprehensive Income $ (34.9) S 110.2 $ 341.5
(r)Net unrealized gain (loss) on available-for-sale securitieg net of$0.6 million tu benefit,$0,4 million tax expensc and$0.1 million tax benefit in2018,2017 and2016,
respectively.
(2)Netunrealizedgain(loss)onderivativesqualifyingascashfowhedges,netof$7.5milliontaxexpeuse,$l3.9milliontaxberretand

2016, respectively.
g)Unrecognized pension and OPEB benefrt (costs), net of $1.5 million tq benefit, $2. I million ax expense and $0.1 million tax expense in 20 I 8, 201 7 and 201 6, respectively.

The accompanying Notes to Consolidated Fiaancial Statements axe an integral part ofthese statements.
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December 31. 2018 Decernber 3 1. 201 7

ASSETS

Property, Plant and Equipment

:rir,:. ""; 
: ', ttriltr-,.;,!Yt'lir.:J

rtgjti ij.,gttl,",i.; :i+,5 ::. $ 22,780.8 $ 2l,026.6

.e) 953.6

rs,522.9

Utility plant

Accumulated deor€ciatiotr and amortization

Net utility plant r 4,07 3.0

Otherproperty, at cost, less accumulated depreciatiorl 19.6 286.5

Net Property, Plant and Equipment 15,542.5 14,359.5

Investments and Other Assets

Unconsolidated affi liates

Other investments

2.1

204.0

5.5

204.r

Total Investments and Other Assets 206.1 209 6

Current Assets

Cash and cash equivalents

Restncted cash

Accounts receivable (less reserve of $21.1 and $l 8.3, respectively)

Gas inventory

Materials and supplies, at average cost

Elcctric production fuel, at avcragc cost

Exchange gas receivable

Regulatory assets

Prepayments and other

I12.8

8.3

I,059.5

286.8

101.0

34.7

88.4

235.4

129.5

29.0

9.4

898.9

285.1

105.9

80.1

458

176 3

132.8

Total Current Assets 2,055.4 r,763.3

Other Assets

Regulatory assets

Good'*'ill

lntangible assets, net

Deferred charges and other

2p02.r 1,624.9

1,690.7 1,690.7

220.7 231.i

86.5 82.0

Total OtherAssets 4,000.0 3,629.3

Total Assets $ 21,804.0 $ 19,961.7

The accompanying Notes to Consolidated Financial Statements are an integral part ofthese statements.
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December 31, 2018 December3l, 2017

CAPITALIZATION AN'I) LIABILITIES
Capitalization

Stockholden' Equity

Common stock - $0.01 par value, 400,000,000 shares authorized; 372,363,656 and 33 7,01 5,806 shares
outstanding, rcspectively

Prefened stock - $0.01 parvalue,20,000,000 shares authorized; 420,000 shares outstanding

Treasury stock

Additional paid-in capitaL

Retained deficit

Accumulated other comprehensive loss

$3.8$
880.0

(ee.e)

6,403.5

(l,399.3)

(37.2)

34

(e5 e)

5 srq I

(l .073 1)

(43 4)

Total Stockholders' Equity

Long-term debt, excluding amounts due within one year

5,750.9

7,105.4

4,320.1

7,512.2

Total Capitalization 12,856.3 I I,832.3

Current Liabilities
Current portion oflongterm debt

Short-term bonowings

Accounts payable

Customer deposits and credits

Taxes accrued

Interest accrued

Risk management liabilities

Exchange gas payable

Regulatory liabitities

Legal and environmental

Accrued compensation and employee benefits

Claims accrued

Other accruals

50.0

1,977.2

883.8

238.9
t7) 1

90.7

5.0

85.5

140.9

18.9

r49.7

114.7

58.8

284.3

|,205.7

625.6

262 6

208.1

I 12.3

+) I

s9.6

5 8.7

)z,r
195.4

125

7 8.3

Total Current Liabilities 4,036.8 3,178.4

Other Liabilities
Risk management liabilities

Defened income taxes

Deferred investment tax credits

Accrued insurancc liabilities
Accrued liability forpostretirement and postemployment benefi ts

Regulatory ljabilities

Asset retirement obligations

Other noncurrent liabilities

46.7

r J30.s
tt.2
84.4

389.1

2,519.1

352.0

177.9

28.5

1)q)q

12.4

80.1

') 
I.L

268.7

194.4

Total Otler Liabilities 4,910.9 4,951.0

Commitments and Contingencies (Refer to Note 18, "Other Commitrnents and Contingencies")

Total Capitalization and Liabilities 2l,804.0 $ 19.961.7

The accompanying Notes to Consolidated Financial Statements are an integral part ofthese statements.
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NISOURCE INC.
STATEMENTS OF CONSOLIDATED CASH FLOWS

Year Ended December 31, (in millions) 20r 8 201't
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20t6

Operating Activities

Net Income (Loss)

Adjustments to Reconcile Net Income (Loss) to Net Cash from Operating Actvities:

Loss on early extinguishment ofdebt

Depreciation and amortization

Deferred income taxes and investment tax credits

Stock compensation expens and 40 I (k) proflt sharing contribution

Amortization of discount/premium on debt

AFUDC equjty

Other adjustments

Changes in Assets and Liabilities:

Accounts receivable

Inventories

Accounts payable

Customer deposils and credits

Taxes accrued

lntercst accrucd

Exchan ge gas receivab lelpayabte

Othcr accruals

Prepayments and other cu[ent assets

Rcgulatory asscts/liabilities

Postretirement and postemployment benefi Ls

Deferred clrarges ud other noocurent assets

Other noncurrent liabilities

(s0.6) $

45.5

s99.6

(r8E.2)

2E.6

/.1

(r4.2)

1.1

(r 86.2)

4r.4

268.4

(2s.4)

20.2

(2r,7)

(21.s)

43,5

(14.5)

(s3.2)

s8.2

3.E

(2.8)

128.5

lll.5
570.3

306 7

40.1

7.4

(l 2.6)

6.6

(52.3)

19.0

49.0

{2.5)

10.2

(33,e)

(64 5)

3r.8

(13.3)

57 .5

(380.e)

(2.0)

(34.4)

33 r 5

547 1

182 3

465

16

(il 6)

(1 2l

(l 88 0)

3 8.9

108 8

(52.3)

12.1

(8.7)

369

(6.0)

(0 4)

(187.e)

(44.8)

(t 2)

(0.3 )

Net Cash Flou s from Operaaing Activities 540.1 803.3

Invcsting ActiYities

Capital expendiures

Cost of rcmoval

Purchases of available-for-sale securitles

Sales of available-for-sale securities

Other investing activities

(l,E l E.2)

(r 04.3)

(e0.0)

82.3

4.1

(1,69s.8)

( r 09.0)

(1 68.4)

163.1

1.6

(1,47s.2)

(il0 r)
(3 8.3)

33 0

( 12.4)

Net Cash Flows used for Investing Activities (r,926.1) (1,808.5) (1,603.0)

Financing Activities

Issuance of long-term debt

Repayments of long-term debt and capital leare obligations

Premiums and other debt related costs

Issuance of short-term debr (maurity > 90 days)

Change in short-term borrowings, oet (maturity ! 90 days)

lssuance of common srock, net of issumce costs

lssuance of prcferred stock, net of issuance costs

Acquisition of rreasury slock

Dividends paid - common stock

Dividends paid - preferred stock

350.0

(1,046.1)

(46.0)

950.0

(178.s)

848.2

880.0

(4.0)

(273.3)

(1r.6)

3,250 0

(1.85s 0)

(r44.t)

(282 4)

336.',|

(7 .2)

(229 1)

500.0

(414 6)

(3.7)

920 6

23.1

(e.4)

(20s.5 )

Net Cash Flows from Financing Activities t,468.7 I,068.7 790,5

Change in cash, cash equiyalents md restricted cash

Cash, cash equivalents and restricted cash at beginning of period

82,7

38.4

24

36 0

(:e 2l

452

Casb, Cash Equivsl€nts and Restricted Cash at End of Period

52

l2l.l 38.4 S 360

Tbe accompanying Noles to Conslidated Finmcial Statements are an integral part of these staGments.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

NISOURCE INC.
STATEMENTS OF CONSOLIDATED STOCKHOLDERS' EQUTY

(in nillions)
Common

Stock
Trersury

Saock

Additlonal
Paid-In
Cepitrl

Accumuhted
Oth€r

Comprehensive
Retrined Deficit Loss Totrl

Balancc as of Januan 1. 2016 3.2 $ (79.3) $ s,07E.0 $ (1,123.3) $ (3s.1) $ 3,843.5

Comprehensive Income:

Net Income

Othcr comprehensive income, net of tax

Common stock divideirds ($0.64 per share)

Trcasury stock acquired

Cumulative effect of change irr accounting prilcipleirt

Stock issuanccs:

Common stock

Employee stock purchase plan

Long-term incentive plan

40 | (k) and profit sharing

Dividcnd reinvestment plm

0.1

(e.4)

33r 5

(20s 7)

25.3

10.0

3315

t0 0

(205 7)

(e 4)

253

0.1

11

20.9

41 4

89

209

414

89
Balance rs of December 31. 2016 3.3 $ (88.7) $ 5,153.9 (972.2) $ (2s,1) $ 4,07t.2

Comprehensive Loss:

Net lDcome

Other comprehensive loss, net of tu
Common stock divideods ($0,70 per sharc)

Treasury stock acquired

Stock issrLances:

Employee stock purchase plan

Long-term incentive plan

401(k) and profit sharing

Dividend reinveshnent plan

ATM Program 0.1

(7 2)

128 5

(229 4)

( l 8.3)

t28 5

(18 3)

(229 4)

(7 .2)

5.0

149

34.3

64

3t4 7

50

149

34.3

314 6

Brlance as of December 31, 2017 3.4 J (95.9) $ 5,529.1 (r,073.1) $ (43.4) $ 4,320.1
(r)See Note 2, 'Reent Accounting honouncements," for additional infomation.

The accompanying Notes !o Conslidated Finmcial Statements ile an integral part of tbese statements.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

NISOURCE INC.
STATEMENTS OF CONSOLIDATED STOCKHOLDERS' EQTIITY

(in millioas)
Common

Stock
Prefened

Stock
Treasury

Stock

Additionrl
Pgid-In Retrined
Crpitsl

Accumulated
Othel

Delicit Comprehensive Ins Totrl

Balance as of December 31. 2017 3.4 $ (95.e) $ s,s29.r $ (1,073.1) $ (43.4) $ 4,320.1

Comprehensive Income:

Net Loss

Other comprehensive incomc, net of tax

Dividerds:

Common stock ($0 78 pcr share)

Preferred stock ($28.88 per share)

Treasury stock acquir cd

Cumulative effecl of change in accounting principle(r)

Stock issuanccs:

Common stock - private placement

Preferred stock

Employee stock purchase plan

Long-term incentive plan

401(k) and profit sharing

ATM program

880 0

(4 0)

s99.3

5.5

154

21.8

232 4

(s0 6)

(.213 s)

(l 1.6)

9,5

15.7

(e 5)

(50 6)

l5 '7

(213 .s)

(il 6)

(4 0)

599.6

880 0

55

15 4

21.8

232 s0.1

0.3

Balancp as of December 31, 20lt $ -1.E $ tE0.0

Accounting honounccments," for additional infomation.
s (1,3e9.r) $ (37.2) $ 5,7s0.9
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STATEMENTS OF CONSOLIDATED STOCKHOLDERS' EQUITY

(in thousands)

Preferred
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Common

Shares Shares Treasury Outstanding

Balance as of January 1, 2016 322.181 (3,07r) 319,110

Treasury stock acquired

Issued:

Employee stock purchase plan

Long-term incentive plan

401(k) and prohl shuing plan

Dividend reinvesnnent plan

201

2,103

|,193

386

(433) (433)

201

2,r03

t,793

386

Balance as of December 31, 2016 326,664 (3,s04) 323,16n

Treasury stock acquired

Issued:

Employee stock purchase plan

Lotrg-term incentive plan

401(k) and profit sharing plao

Dividend reinvestment plan

ATM Program

207

351

r 1q6

?64

I 1,93 I

(2e3) (2e3)

207

351

I,396

264

I 1,93 I

Balance as ofDecember 31,2017 340,813 (3,197) 337,016

Treasury stock acquired

Isued:

Common stock - private placementtr)

Preferred stock(r)

Employee stock purchase plan

Lotrg-t€rm inceltive plro

401(k) and profit sharing plan

ATM program

(166) (r 66)

24,964

223

Jb I

882

8,883

420

24,964

223

)b I

882

8.883

Balance as of December 31. 2018 420 376.326 (3,963) 372,363
(r)See Note 12, "Equity," for additional information.

Accompanying Notes to Consolidated Financial Statements ile il itrtegral part of these statements.
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l. Nafure of Operations and Summary of SignilicantAccounting Policies

A. Company Structure and Principles of Consolidation. We are an energy holding company incorporated in Delaware and headquartered in Menillville,
Indiana. Our subsidiaries are fully regulated natural gas and electric utility companies serving approximately 4.0 million customers in seven states. We
generate substantially all ofour operating income through these rate-regulated businesses. The consolidated financial statements include the accounts ofus
and our majority+wned subsidiaries after the elimination ofall intercompany accounts and transactions.

B. Use of Estimates. The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that
affect the repofted amounts ofassets and liabilities and disclosure ofcontingent assets and liabilities at the date ofthe financial statements, and the reported
amounts ofrevenues and expenses during the reporting period. Actual results could differ from those estimates.

C. Ca sh, Cash Equivalents and Reshicted Cash. We consider all highly liquid investments with original maturities of three month s or less to be cash
equivalents. We report amounts deposited in brokerage accounts formargin requirements as restricted cash. In addition, we have amounts deposited in trust
to satisS requirements for the provision of various property, liability, worken compensation, and long-term disability insurance, which is classified as

restricted cash on the Consolidated Balance Sheets and disclosed with cash and cash equivalents on the Statements ofConsolidated Cash Flows.

D. Accounts Receivable and Unbilled Revenue. Accounts receivable on the Consolidated Balance Sheets includes both billed and unbilled amounts.
Unbilled amounts ofaccounts receivable relate to a portion ofa customer's consumption ofgas or electricity from the date ofthe last cycle billing date
through the last day ofthe month (balance sheet date). Factors taken into consideration when estimating unbilled revenue include historical usage, customer
rates and weather. Accounts receivable fluctuates from year to year depending in large part on weather impacts and price volatility. Our accounts receivable
on the Consolidated Balance Sheets include unbilled revenue, less resewes, in the amounts of $324.2 million and $359.4 million as ofDecember 31, 2018
and2017, respectively. The resewe for uncollectible receivables is our best estimate of the amount of probable credit losses in the existing accounts
receivable. We determined the resewe based on historical experience and in consideration of cunent market conditions. Account balances are charged
against the allowance when it is anticipated the receivable will not be recovered. ReGr to Note 3, "Revenue Recognition," for additional information on
customer-rclated accounts receivable.

E. InvestmentsinDebtSecurities. Ourinvestmentsindebtsecuritiesarecarriedatfairvalueandaredesignatedasavailable-for-sale.Theseinvestments
are included within "Other investments" on the Consolidated Balance Sheets. Unrealized gains and losses, net of defened income taxes, are recorded to
accumulated other comprehensive income or loss. These investments are monitored for other than temporary declines in market value. Realized gains and
losses and permanent impairments are reflected in the Statements ofConsolidated Income (Loss). No material impairment charges were recorded for the years
ended December3l,20l8,20l'l or20l6. Referto Note 16, "FairValue," foradditional information.

F. Basis ofAccounting for Rate-Regulated Subsidiaries. Rate-regulated subsidiaries account for and report assets and liabilities consistent with the
economic effect ofthe way in which regulators establish rates, ifthe rates established are designed to recover the costs ofproviding the regulated service and
it is probable that such rates can be charged and collected. Certain expenses and credits subject to utility regulation or rate determination normally reflected
in income are defened on the Consolidated Balance Sheets and are later recognized in income as the related amounts are included in customer rates and
recovered from or refunded to customen.

In the event that regulation significantly changes the opportunity for us to recover our costs in tlre future, all or a portion ofour regulated operations may no
longer meet the criteria for regulatory accounting. In such an event, a write-down ofall or a portion ofour existing regulatory assets and liabilities could
result. Iftransition cost recovery was approved by the appropriate regulatory bodies that would meet the requirements under GAAP for continued accounting
as regulatory assets and liabilities during such recovery period, the regulatory assets and liabilities would be reported at the recoverable amounts. Ifunable to
continuetoapplytheprovisionsofregulatoryaccounting,wewouldberequiredtoapplytheprovisionsofASC980-20, DiscontinualionofRate-Regulated
Accountirtg. In management's opinion, our regulated subsidiaries will be subject to regulatory accounting for the foreseeable future. Refer to Note 8,
"Regulatory Matters," for additional information.

G. Plant and Other Property and Related Depreciatiou and Maintenance. Property, plant and equipment @rincipally utility plant) is stated at cost.
The rate-regulated subsidiaries record depreciation using composite rates on a straight-line basis overthe remaining service lives ofthe electric, gas and
cornmon properties as approved by the appropriate regulators.
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Non-utility property is generally depreciated on a straight-line basis over the life ofthe associated asset. Refer to Note 5, "Property, Plant and Equipment," for
additional information related to depreciation expense.

For rate-regulated companies, AIUDC is capitalized on all classes ofproperty except organization costs, land, autos, oftice equipment, tools and other
general property purchases. The allowance is applied to construction costs for that period oftime between the date ofthe expenditure and the date on which
such project is placed in service. Ourpre-tax rate for AFUDC was 3.5% in 2018,4.0% in 2017 and 4.5%oin2016.

Generally, our subsidiaries follow the practice ofcharging maintenance and repairs, including the cost ofremoval ofminor items ofproperty, to expense as

incuned. When our subsidiaries retire regulated property, plant and equipment, original cost plus the cost ofretirement, less salvage value, is charged to
accumulated depreciation. However, when it becomes probable a regulated asset will be retired substantially in advance ofits original expected useful life or
is abandoned, the cost ofthe asset and the corresponding accumulated depreciation is recognized as a separate asset. Ifthe asset is still in operation, the net
amount is classified as "Other propefty, at cost, less accumulated depreciation" on the Consolidated Balance Sheets. Ifthe asset is no longer operating, the net
amount is classified in "Regulatory assets" on the Consolidated Balance Sheets. Ifwe are able to recover a full retum ofand on investment, the carrying value
ofthe asset is based on historical cost. Ifwe are not able to rccover a full retum on investment, a loss on impairment is recognized to the extent the net book
value ofthe asset exceeds tbe present value offuture revenues discounted at the incremental borrowing rate.

When our subsidiaries sell entire regulated operating units, or retire or sell nonregulated properties, the original cost and accumulated depreciation and
amortization balances are removed from "Property, Plant and Equipment" on the Consolidated Balance Sheets. Any gain or loss is recorded in eamings,
unless othenvise required by the applicable regulatory body. Referto Note 5, "koperty, Plant and Equipment," forfurtherinformation.

Extemal and intemal costs associated with computer software developed for intemal use are capitalized. Capitalization of such costs commences upon the
completion of the preliminary stage of each project. Once the installed software is ready for its intended use, such capitalized costs are amortized on a
straightJine basis generally over a period offive years, except for certain significant enterprise-wide technology investments which are amortized over a ten-
year period.

Extemal and intemal up-fiont implementation costs associated with cloud computing affangements that are service contracts are deferred on the
Consolidated Balance Sheets. Once the installed software is ready for its intended use, such deferred costs are amortized on a straight-line basis to "Operation
and maintenance," over the minimum term of the contract plus contractually-provided renewal periods that are reasonable expected to be exercised --
generally up to a maximum of five years.

H. Goodwill and Other Intrngible Assets. Substantially all ofour goodwill relates to the excess ofcost over the fair value ofthe net assets acquired in
the Columbia acquisition on November I , 2000. We test our goodwill for impairment annually as of May I, or more frequently if events and circumstances
indicate that goodwill might be impaired. Fairvalue of ourreporting units is determined using a combination of income and market approaches.

We have other intangible assets consisting primarily offranchise rights apart from goodwill that were identified as part ofthe purchase price allocations
associated with the acquisition ofColumbia ofMassachusetts which is being amortized on a straightJine basis overforty yean from tbe date ofacquisition.
See Note 6, "Goodwill and Other Intangible Assets," for additional information.

I. Accounts Receivable Transfer Program. Certain ofour subsidiaries have agreements with third parties to transfer cerlain accounts receivable
without rccoune. These transfers of accounts receivable are accounted for as secured borrowings, The entire gross receivables balance remains on tbe
December31,20l8 and 2017 Consolidated Balance Sheets and short-term debt isrecorded in tbe amount ofproceedsreceived fromthe transferees involved
in the transactions. ReGr to Note I 7. "Transfen of Financial Assets." for further information.

J. Gas Cost and Fuel Adjustment Clause. Our regulated subsidiaries defer most differences between gas and fuel purchase costs and the recovery of
such costs in revenues, and adjust future billings for such deferrals on a basis consistent with applicable state-apiroved tariffprovisions. These deferred
balances are recorded as "Regulatory assets" or "Regulatory liabilities," as appropriate, on the Consolidated Balance Sheets. Refer to Note 8, "Regulatory
Matters," for additional information.

K. Inventory. Both the LIFO inventory methodology and the weighted average cost methodology are used to value natural gas in storage, as approved
byregulatorsforallof ourregulatedsubsidiaries. InventoryvaluedusingLIFOwas$47.5million and$45.5million atDecember31,2018 and2017,
respectively. Based on the average cost ofgas using the LIFO method, the estimated
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replacementcostofgasinstoragewaslessthanthestatedLIFOcostby$12.2millionand$17.4millionatDecember31,2018 and,20lT,respectively.Gas
inventory valued using the weighted average cost methodology was $239.3 million at December 3l, 2018 and S239.6 million at December31,2017.

Electric production fuel is valued using tbe weighted average cost inventory methodology, as approved by NIPSCO's regulator.

Materials and supplies are valued using the weighted average cost inventory methodology.

L. Accounting for Exchange and Balancing Arrangements ofNatural Gas. Our Gas Distribution Operations segment enters into balancing and
exchange arrangements of natural gas as part of its operations and ofsystem sales programs. We record a receivable or payable for any of our respective
cumulative gas imbalances, as well as for any gas inventory borrowed or lent under a Gas Distribution Operations exchange agreement. Exchange gas is

valued based on individual regulatory jurisdiction requirements (for example, historical spot rate, spot at the beginning ofthe month). These receivables and
payables are recorded as "Exchange gas receivable" or "Exchange gas payable" on our Consolidated Balance Sheets, as appropriate.

M, Accounti ng for Risk Management Activities. We account for our derivatives and hedging activities in accordance with ASC 8 I 5. We recognize all
derivatives as either assets or liabilities on the Consolidated Balance Sheets at fair value, unless such contracts are exempted as a normal purchase normal
sale under the provisions ofthe standard. The accounting for changes in the fair value ofa derivative depends on the intended use ofthe derivative and
resulting designation.

We have elected not to net fair value amounts for any of our derivative instruments or the fair value amounts recognized for the right to receive cash

collateral or obligation to pay cash collateral arising from those derivative instruments recognized at fair value, which are executed with the same

counterparty under a master netting anangement. See Note 9, "Risk Management Activities," for additional information.

N, Income Taxes and Investment Tax Credits. We record income taxes to recognize full interperiod tax allocations. Under the asset and liability
method, defened income taxes are provided for the tax consequences oftemporary differences by applying enacted statutory tax rates applicable to future
years to differences between the financial statement carrying amount and the tax basis ofexisting assets and liabilities. Previously recorded investment tax
credits of the regulated subsidiaries were defened on the balance sheet and are being amortized to book income over the regulatory life of the related
properties to conform to regulatory policy.

To the extent certain deferred income taxes ofthe regulated companies are recoverable orpayable through future rates, regulatory assets and liabilities have
been established. Regulatory assets for income taxes are primarily attributable to property-related tax timing differences for which defened taxes had not
been provided in the past, when regulators did not recognize such taxes as costs in the rate-making process. Regulatory liabilities for income taxes are
primarily attributable to the regulated companies'obligation to refund to ratepayers defened income taxes provided at rates higher than the cunent Federal
income tax rate. Such property-related amounts are credited to ratepayers using either the average rate assumption method or the revene South Georgia
method. Non prcpefiy-related amounts are credited to ratepayen consistent with state utility commission direction.

Pursuant to the Intemal Revenue Code and relevant state taxing authorities, we and our subsidiaries file consolidated income tax retums for federal and
certain state jurisdictions. We and our subsidiaries are parties to an agreement (the "Intercompany lncome Tax Allocation Agreement") that provides for the
allocation ofconsolidated tax liabilities. The lntercompany lncome TaxAllocationAgreement generally provides that each party is allocated an amount of
tax similar to that which would be owed had the party been separately subject to tax.

O. Environmental Expenditures. We accrue for costs associated with environmental remediation obligations when the incurrence of such costs is
probable and the amounts can be reasonably estimated, regardless of when the expenditures are actually made. The undiscounted estimated future
expenditures are based on currently enacted laws and regulations, existing technology and estimated site-specific costs where assumptions may be made
about the nature and extent ofsite contamination, the extent ofcleanup efforts, costs ofaltemative cleanup methods and other variables. The liability is
adjusted as further information is discovered or circumstances change. The accruals for estimated environmental expenditures are recorded on the
Consolidated Balance Sheets in "Legal and environmental" for short-term portions ofthese liabilities and "Other noncunent liabilities" for the respective
long-term portions ofthese liabilities. Rate-regulated subsidiaries applying regulatory accounting establish regulatory assets on the Consolidated Balance
Sheets to the extent that future recovery of environmental remediation costs is probable through the regulatory process. Refer to Note 18, "Other
Commitments and Contingencies," for further information.

58



Table ofContents
NISoURCE INc.
Notes to Consolidated Financial Statements

Exhibit No. 403
Attachment A

Page 79 of 160
Wtness: P.R. Moul

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

P. Excise Taxes. We account for excise taxes that are customer liabilities by separately stating on our invoices tlre tax to our customers and recording
amounts invoiced as liabilities payable to the applicable taxing jurisdiction. Such balances are presented within "Other accruals" on the Consolidated
Balance Sheets. These types oftaxes collected from customen, comprised largely ofsales taxes, are presented on a net basis aflecting neitherrevenues nor
cost ofsales. We account forexcise taxes forwhich we are liable by recording a liability fortbe expected tax with a conesponding charge to "Othertaxes"
expense on the Statements ofConsolidated Income (Loss).

a. Accrued Insurance Liabilities, We accrue for insurance costs related to workers compensation, automobile, property, general and employment
practices liabilities based on the most probable value ofeach claim. In general, claim values are determ'ined by professional, licensed loss adjusters who
considerthe facts ofthe claim, anticipated indemnification and legal expenses, and respective state rules. Claims are reviewed by us at least quarterly and an
adjustment is made to the accrual based on the most current information. Refer to Note l8-E "Other Matters" for further information on accrued insurance
liabilities related to the Greater Lawence Incident.

2. RecentAccountingPronouncements

Recently Issued Accounting Pronouncements

We are cunently evaluating the impact ofcertain ASUs on our Consolidated Financial Statements or Notes to Consolidated Financial Statements, which are

described below:

Standard Description Eilective Date
Effect on the financial statements orother

sisnificant matters

ASU20i8-14, Thepronouncementmodifiesthedisclosure Annualperiodsendingafter Wearecurrentlyevaluatingtheellectsofthis
Contpensation-Retirenrent requirementsfordefinedbenefitpensionand December15,2020.Early pronouncementonourNotestoConsolidated
Benefits-DeJine d Bene/it other postretirement benefit plans. The adoption is permitted. Financial Statements. We tentatively expect to
Plans-General (Subtopic guidance removes disclosurcs that are no adopt this ASU on its effective date.
7 1 5-20): Disclosute longer considered cost beneficial, clarifies the
Framcwork-Changes to the speciltc requirements ofdisclosures and adds
Disclosure Requirements Jbr disclosure requirements identified as relevant.
Defined Benefit Plans The modifications affect annual period

disclosures and must be applied on a
retrospective basis to all periods presented.

ASU 20 16-1 3, Financial
In s ttameilt s-Cre d i I Lo s s e s
(Topic 326)

The pronouncement changes the impairment
model for most financial assets, replacing tlie
current "incurred loss" model. ASU 20 1 6-1 3

will require the use ofan "expected loss"
model for instruments measured at amortized
cost. It will also require entities to record
allowances for available-for-sale debt
securities rather than impair the carrying
amount of the securities. Subsequent
improvements to the estimated credit losses of
available-for-sale securities will be
recognized immediately in eamings instead of
over time as they are under historic guidance.

Annual periods beginning
after December 15,2019,
including interim periods
therein. Early adoption is
permitted forannual or
interim periods beginning
afterDecember 15.201 8.

We maintain investments in U.S. Treasury,
corporate and mortgage-backed debt securities,
whicb are pledged as collateral fortrust accounts
related to our wholly-owned insurance company.
These debt securities are classified as available
for sale. We also have recorded balances for trade
receivables that fall within the scope ofthe
standard. We are currently evaluating the impact
ofadoption, ifany, on our Consolidated
Financial Statements and Notes to Consolidated
Financial Statements.
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Recently Adopted Acco unting Pronouncements

Standard Adoption

ASU 20 I 8-l 5, 1z tangibles
Goodv'ill and Other-
Intemal-Use Software
(Subtopic j50-40):
C u sto nrer's Accoun t i n g fot'
Intplementalion Costs
Incurred in a Cloud
Co mpu t i n g Arrn n gc mcn I Th o t
Is a Service Contracl

In August 201 8, the FASB issued this ASU, which amends cunent guidance to align the accounting for costs incuned in a

hosting arrangement that is a service contract u.ith the requirements for capitalizing costs associated with developing or
obtaining intemal-use software.

We electcd to early adopt the ASU on a prospective basis, effbctivc Octobcr l,2018. As a result ofadopting this ASU, we

will defer onto the Consolidated Balance Sheets up-front implementation costs ofcloud computing arrangements ifthey
would have been caoitalized in a similar on-oremise software solution.

ASU 201842, Inconre
Statetnent-Reporting
C o mpreh e n si v e In c o me (To p ic
2 2 0) : Reclassificatio tr of
C e r t a i n Tax Effe c ts fro nr

Accumulated Other
Comprehensive Income

We adopted this ASU effective March 31, 2018. Upon adoption, $9.5 million of tax effects that were stranded in
accumulated other comprehensive income (loss) as a result of the implementation of the TCJAwere reclassified to retained
deficit. This change is reflected on our Statements ofConsolidated Stockholders'Equity.

ASU 20 l6-1 5, Statement of
Cash Flows Qopic 230):
C I as sifi c at i o n of C ert a i n

Cash Receipts and Cash
Payasnlt (a consensus oflhe
Emerging Issues Task Force)

We adopted this ASU effective January 1,2018. The adoption ofthis standard did not have a material impact on our
Consolidated Financial Statements or Notes to Consolidated Financial Statements.

ASU2018-l 1, Leases (Topic
842): Targeted Improvements

ASU 20 I 8-0 I , Leases (Topic
842): Land Easement Practical
Expedient for Transition to
Topic 842

ASU 20 1 6-02, Leases (Topic
842)

We adopted the provisions ofASC 842 beginning on January 1,2019, using the transition method provided inASU 2018-
I l, which was applied to all existing leases at that date. As such, results for reporting periods beginning after January 1,

2019 will be presented underASC 842, while prior period amounts will continue to be reported in accordance with ASC
840. To ease the process ofimplementing ASC 842, we elected a number ofpractical expedients, including the "practical
expedient package" described in ASC 842-10-65-1 and the provisions ofASU 2018-01, which allows us to not evaluate
existing land easements underASC 842. We elected the short-term lease recognition exemption for all leases that quali$. As
such, for those leases with terms less than 12 months, we will not recognize ROU assets or lease liabilities. Further,ASC 842
provides lessees the option ofelecting an accounting policy, by class ofunderlying asset, in which the lessee may choose
not to separate nonlease components from lease components. We elected this practical expedient for our leases of fleet
vehicles and railcars. We also elected to use a practical expedient that allows the use ofhindsight in determining lease terms
when evaluating leases that existed at the implementation date.

We are the lessee for substantially all ofour current lcasing activity. Upon adopting ASC 842 we began recognizing right-
of-use assets and liabilities associated with operating leases (other than short term ope.ating leases) on our Consolidated
Balance Sheets resulting in an increase in assets and liabilities ofapproximately $60 million. The adoption ofASC 842 did
not have a material impact to ourrcsults of operations orcash flows. We have implemented key system functionality and
intemal controls to facilitate the preparation offinancial information upon adoption. Our SEC filings will include expanded
disclosures to comply with the provisions ofASC 842 beginning with our quarterly report on Form l0-Q for the first quarter
of20 1 9.
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Standard Adoption

ASU 20 I 6-1 2, netenuefrom
Con tracts v, itlt Cuslomers
(Topic 606) : Narrow-Scope
Improvements and Practi cal
Expedients

See Note 3, "Revenue Recogni tion," for our discussion ofthe effects ofimplementing these standards.

ASU 201648, Revenue from
Contracts with Customers
(Topic 606): Principal versus
Agent Considerations

ASU 20 1 4-09, ,R evenue from
Co n tracts witlt Custo mers
(Topic 606)

WealsoadoptedASU20lT-0T,Contpensation- RetirententBeneJits(Topic715):IntprovingtltePresentalionofNetPeriodicPensionCostandNetPeriodic
Postretirement Benefit Cost, effective January I, 20 I 8. We continue to present the sewice cost component ofnet periodic benefit cost within "Operation and
maintenance;" howeve4 other components of the net periodic benefit cost (including rcgulatory defenals and settlement charges) are now presented
separately within "Other, net" on our Statements ofConsolidated Income (Loss).

Changes in income statement presentation were implemented on a retrospective basis. The impact of this ASU on previously issued annual financial
statements is summarized in the tables below:

Year Ended December 31.201 6 6n nillions)
As Previously

Reported Effect ofChange(r) As Adjusted

Operation and maintenance 1.453.7 (7.e) $ 1 44< 3,

Total Operating Expenses 3,634.3 (7.e) 3,626.4

Operating Income 85 8.2 7.9 866.r

Other Income (Deductions)

Other, net 1.5 (7-e) (6.4)

Total Other Deductions (3 4 8.0) $ (7.e) $
(|)Tbee|fectofthischmgeisathibutabletoourbUSinesssegments:GasDistributionoperations,ElecicOperation
million, and $(2.4) million, respectively.

Year Ended December 31,2017 (in nillions)
As Previously

Reported Effect ofChange(r) As Adjusted

Operation and maintenance t,6t2.3 (10.6) $ I,601.7

Total Operating Expenses 3,964.0 (r 0.6) 3,953.4

Operating Income 910.6 10.6 92t.2

Other Income @eductions)
Other. net (2 8) (10.6) ( 13.4)

Total OtherDeductions (46'7.5) $ (10.6) $ (47 8.1)
(r)The effect of thi
million, and $(3.6) million, respectively.
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3. Revenue Recognition

ASC 606 Adoption 1n2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (ASC 606). ASU 2014-09 outlines a single,
comprehensive model for entities to use in accounting for revenue arising from contracts with customers and supersedes most current revenue recognition
guidance. The core principle ofthe new standard is that an entity should recognize revenue to depict the transfer ofgoods or services to customers in an

amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or sewices. In 20 I 6, the FASB issued ASV 2016-
08, Revenue from Contracts with Customers (ASC 606): Principal versusAgent Considerations, and ASU 2016-12, Revenue from Contracts with Customers
(ASC 606): Nanow-Scope Improvements and Practical Expedients. We adopted the provisions ofASC 606 beginning on January 1,2018 using a modified
retrospective method, v/hich was applied to all contracts. No material adjustments were made to January I , 20 I 8 opening balances as a result ofthe adoption.
As requ ired under the mod ified retrospective method of adoption, resu lts for reporting periods beginning after January I , 20 I 8 are presented under ASC 606,
while priorperiod amounts are not adjusted and continue to be reported in accordance with ASC 605.

The table below provides results for the year ended December 3 l, 20 I 8 as ifit had been prepared under historic accounting guidance. We included operating
revenue information forthe years ended December3l,2017 and 2016 forcomparability.

Year Ended December 3 l, (in millions) 2018 20t7 2016

Operating Revenues

Gas Distribution

Gas Transportation

Electric

Other

2348.4 $

I,055.2

1,707.4

3.5

2,063.2 $

t,021 .5

1,78s.5

4.4

1,850.9

964.6

l,660.8

t6.2

Total Operating Revenues 5,114.5 $ 4,874.6 $ 4,492.5

Beginning in20l8withtheadoptionofASC606,theStatementsofConsolidatedlncome(Loss)disaggregates"Customerrevenues"(i.e.ASC606
Revenues) from "Otherrevenues," both ofwhich are discussed in more detail below.

Cuslomer Revenues. Substantially all of our revenues are tariflbased, which we have concluded is within the scope ofASC 606. Under ASC 606, the
recipients ofourutility sewice meet the definition ofa customer, while the operating company tariffs represent an agreement that meets the definition ofa
contract. ASC 606 defines a contract as an agreement between two or more parties, in this case us and the customet which creates enforceable rights and
obligations. In orderto be considered a contract, we have determined that it is probable that substantially all ofthe consideration to which we are entitled
from customers will be collected upon satisfaction of performance obligations. We maintain common utility credit risk mitigation practices, including
requiring deposits and actively punuing collection ofpast due amounts. In addition, our regulated operations utilize certain regulatory mechanisms that
fucilitate recovery ofbad debt costs within tarifbased rates, which provides further evidence of collectibility.

Custorners in certain ofourjurisdictions participate in programs that allow for a fixed payment each month regardless ofusage. Payments received that
exceed the value ofgas or electricity actually delivered are recorded as a liability and presented in "Customer Deposits and Credits." Amounts in this account
are reduced and revenue is recorded when customer usage begins to exceed payments received.

We lrave identified our performance obligations created under tariff-based sales as 1) the commodity (natural gas or electricity, which includes generation
and capacity) and 2) delivery. These commodities are sold and / ordelivered to and generally consumed by customers simultaneously, leading to satisfaction
ofour performance obligations over time as gas or electricity is delivered to customers. Due to the at-will nature ofutility customers, performance obligations
are limited to the sewices requested and received to date. Once complete, we generally maintain no additional performance obligations.

Transaction prices for each performance obligation are generally prescribed by each operating company's respective tariff. Rates include provisions to adjust
billings for fluctuations in fuel and purchased power costs and cost of natural gas. Revenues are adjusted for differences between actual costs subject to
reconciliation and the amounts billed in current rates. Underor overrecovered revenues related to these cost recovery mechanisms are included in regulatory
assets or liabilities on the Consolidated Balance Sheets and are recovered from or retumed to customen through adjustments to tariffrates. As we provide and
deliver service to customers, revenue is recognized based on the transaction price allocated to each performance obligation. In general,
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revenue recognized from tariff-based sales is equivalent to the value ofnatural gas orelectricity supplied and billed each period, in addition to an estimate
for deliveries completed during the period but not yet billed to the customer.

ln addition to tariff-based sales, our Gas Distribution Operations segment enters into balancing and exchange arrangements of natural gas as part of our
operations and oflsystem sales programs. We have concluded that these sales are within the scope ofASC 606. Performance obligations forthese types of
sales include transportation and storage ofnatural gas and can be satisfied at a point in time or over a period oftime, depending on the specific transaction.
For those transactions that span a period oftime, we record a receivable or payable for any cumulative gas imbalances, as well as for any gas inventory
borrowed or lent under a Gas Distributions Operations exchangc agreemcnt.

Revenue Disaggregation and Reconciliatior. We disaggregate revenue from contracts with customers based upon reportable segment as well as by customer
class. As our revenues are primarily eamed over a period oftime, and we do not eam a material amount ofrevenues at a point in time, revenues are not
disaggregated as such below. The Gas Distribution Operations segment provides natural gas service and transportation for residential, commercial and
industrial customers in Ohio, Pennsylvania, Mrginia, Kentucky, Maryland, Indiana and Massachusetts. The Electric Operations segment provides electric
service in 20 counties in the northem oart oflndiana.

The table below reconciles revenue disaggregation by customer class to segment revenue as well as to revenues reflected on the Statements ofConsolidated
Income (Loss):

Year Ended December 31,2018 (in nillions)
Gas Distribution

Operations Electric Operations Corporate and Other Total

Customer Revenues(l)

Residential

Commercial

Industrial

Off-system

Miscellaneous

$ 2,250.0 S

7 51.9

228.0

92.4

49.7

$ 2,744.7

|,244.6

84r 6

92.4

0.7 67 8

494.7 S

492.7

613.6

t7.4

Total Customer Revenues

Other Revenues

s 3,3 72.0 $

34.4

I ,618.4 $

8 9.0

0.7 $ 4,991 .l
123.4

Total Operating Revenues $ 3,406 4 $ |,707 .4 $ 07 $ 5.1 14.5
(r)Customerrevenueamountsexcludeinterregmentrevenues SeeNote22,"SegmentsofBusiness,"fordiscussionofintersegmootrevenues

Customer Accounts Receivable. Accounts receivable on our Consolidated Balance Sheets includes both bitled and unbilled amounts, as well as certain
amounts that are not related to customer revenues. Unbilled amounts of accounts receivable relate to a portion of a customer's consumption of gas or
electricity from the date ofthe last cycle billing through the last day ofthe month (balance sheet date). Factors taken into consideration when estimating
unbilled revenue include historical usage, customer rates and weather. The opening and closing balances of customer receivables for the yean
endedDecember3l,20l8 and,2017 arepresentedinthetablebelow.Wehadnosignificantcontractassetsorliabilitiesduringtheperiod.Additionally,we
have not incuned anv sisnificant costs to obtain or fulfill contracts.

(in millions)

Customer Accounts Customer Accounts
Receivable, Billed (less Receivable, Unbilled (less

reservell) resewe)(2)

Balance as ofDecember 3 1, 201 7

Balance as ofDecember 3 l, 20 I 8

$ 477.0 $

540.5

378.6

349.1

Increase @ecrease) $ 63.5 S

(rt Customer billed receivables increased over the period due to November 20 I 8 being co lder than November 20 I 7, leading to more gas usage included in December bills.
(2rCustomer unbilled receivables decreased over the period due December 201 8 being warmel than December 201 7, leading to less estimated gas uege.

(2e.s)
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Utility revenues are billed to customers monthly on a cycle basis. We generally expect that substantially all customer accounts receivable will be collected
within the month following customerbilling, as this revenue consists primarily ofmonthly, tariff-based billings for sewice and usage.

AherRevenues. As permitted by accounting principles generally accepted in the United States, regulated utilities bave the ability to eam certain types of
revenue that are outside the scope ofASC 606. These revenues primarily represent revenue eamed under altemative revenue programs. Altemative revenue
prcgrams represent regulator-approved programs that allow for the adjustment ofbillings and revenue for certain broad, extemal factors, or for additional
billings ifthe entity achieves certain objectives, such as a specified reduction ofcosts. We maintain a variety ofthese programs, including demand side
management initiatives that recover costs associated with the implementation of energy efficiency programs, as well as normalization programs that adjust
revenues for the eflects of weather or other extemal factors. Additionally. we maintain certain programs with future test periods tbat operate similarly to FERC
formula rate programs and allow for recovery ofcosts incurred to replace aging infrastructure. When the criteria to recognize Altemative Revenue have been
met, we establish a regulatory asset and present revenue from altemative revenue programs on the Statements of Consolidated lncome (Loss) as "Other
revenues." When amounts previously recognized underAltemative Revenue accounting guidance are billed, we reduce the regulatory asset and record a
customer account receivable.

4. Earnings Per Share

Basic EPS is computed by dividing net income attributable to common shareholders by the weighted-average number ofshares ofcommon stock outstanding
forthe period. The weighted-average shares outstanding fordiluted EPS includes the incremental effects ofthe various long-term incentive compensation
plans when the impact ofsuch plans would be dilutive. The calculation ofdiluted eamings per share excludes the impact offorward agreements (see Note I 2,
"Equity"), which had an anti-dilutive effect for the periods outstanding. The computation ofdiluted average common shares for the year ended December 3 I ,

2018 isnotpresented aswe arepresenting anet loss on the Statements ofConsolidated Income (Loss) fortheperiod, and any incremental shareswould have
an antidilutive impact on EPS. The computation of diluted average common shares is as follows:

Year Ended December 3 1, (in lhousands) 20t7 20t6

Denominator

Basic average common shares outstanding

Dilutive potential common shares:

Shares contingently issuable under employee stock plans

Shares restricted under stock olans

329,388

547

82r

32 1,805

165

1,554

Diluted Average Common Shares 330.756 323,524
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5. Property, Plant and Equipment

Our propeny, plant and equipment on the Consolidated Balance Sheets are classified as follows

At December 3l , (in millions) 2018
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2017

Property, Plant and Equipment

Gas Distribution Utilityt' t

Electric Utility(')
Corporate

Construction Work in Process

Non-Utility and Othel')

13,776.0

8,374.2

155.8

474.8

38.7

12,531.0

7 ,403.8

141.3

950.5

oz5 5

Total Property, Plant and Equipment 22,819.5 2I,649.9

Accumulated Depreciation and Amortization

Cras Distribution Utilityt' I

Electric Utility(r'

Corporate

Non-Utility and Othel] '

(3J73.8) $

(3,809.5)

(74.6)

(1e.1)

(3,22:7 8)

(3,673.2)

(52.6)

(336.8)

Total Accumulated Depreciation and Amortization Q,277.0) $ (7,290.4)

Net Property, Plant and Equipment rs542.s $ 14,359.5
l]NlPSCo'scommonutilityplantandassociatedaccumulateddepIeciation
Equipment
tr Non-Utility and Other as of December 3 I , 2017 includes net book value of $247.8 millioo related to Bailly Generating Station (Units 7 and 8) wb ich was reclasifed from Electric
Utility in the fourth quarter of 20 | 6. ln May 20 t 8, Units 7 and 8 were retired from service md the remaining balmce was reclassified to "Regulatory assets (noncurreDt)" on the
Consolidated Balance Sheets. See Note | 8-E, "Other Matters," md Note 8, "Regulatory Matters," for additional information

The weighted average depreciation provisions for utility plant, as a percentage ofthe original cost, for the periods ended December 3 I , 20 18,2017 and 20 1 6

were as follows:

201 8 20r7 2016

Electric Operationstr )

Gas Distribution Operations

2.90

2.20h

34%
2.1%

33%

2.1%
(r)Lower depreciation rate in 20 I 8 due to reduced EERM-related depreciation expense and higher depreciable base from transmission asets being placed into service in 20 I 8

We recognized depreciation expense of $ 5 03 4 million, $ 5 0 1 .5 million and $47 5.1 million for tlre years ended 2018,2017 and 20 I 6, respectively.

Amorlization of Sofiware Cosls. We amortized $54.1 million in2018, $44.0 million in2017 and$41.4 million in2016 related to software costs. Our
unamofiized software balance was $ l 59.5 million and $ l89.0 million at December 3 l, 20l 8 and 20l 7, respectively.

6. Gooduill and Other lntangible Assets

Goodwill. Substantially all ofourgoodwill relates to the excess ofcost overthe fairvalue ofthe net assets acquired in the Columbia acquisition on
November I , 2000. The following presents our goodwill balance allocated by segment as ofDecember 3 I , 20 I 8:

(in millions)
Gas Distribution

Operations Electric Operations Corporate and Other Total

Goodwill $ r,690-7 S 1,690.7

We applied the qualitative "step 0" analysis to our reporting units for the annual impairment test performed as of May 1, 20 1 8. For this test, we assessed

various assumptions, events and circumstances that would have affected the estimated fair val ue of the reporting un its as compared to their base line May | ,
20 1 6 "step I " fair value measurement. The results ofthi s assessment indicated
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that it was not more likely than not that our reporting unit fair values were less than the reporting unit carrying values, accordingly, no "step 1 " analysis was

required.

In the third quarter of2018, we determined the GreaterLawrence lncident (see Note 18, "Other Conunitments and Contingencies") represented a triggering
event that required an impairment analysis of goodwill. This incident specifically impacts our Columbia of Massachusetts reporting unit in which the
associated goodwill totaled $204.8 million immediately prior to the in cident. We performed a q uantitative impairment an alysis as of September 3 0, 20 I 8 and

determined that the fair value of the Columbia of Massachusetts reporting unit continues to exceed its carrying value. Therefore, no goodwill impairment
charges were recorded in the third quarter of20l8. This interim analysis was performed using then-current cash flow projections reflecting the estimated
ongoing impacts ofthe Greater Lawrence Incident on Columbia ofMassachusetts'operations. We also updated other significant inputs to the fair value
calculation (e.g. discount rate, market multiples) to reflect then-curent market conditions and increased risk and uncertainty resulting from the incident No
additional facts came to light since the third quarterimpairment analysis was completed that would indicate it was more likely than not that the fairvalue of
the Columbia of Massachusetts reporting unit would have decreased below its carrying value; therefore no goodwill impairment charges were recorded in the
fourth quarter of2018. We will continue to monitor the impacts ofthe incident for events that could trigger a new impairment analysis including, but not
limited to, unfavorable regulatory outcomes and NTSB investigation results.

Intangihle lssets. Our intangible assets, apart from goodwill, consist offranchise rights. Franchise rights were identified as part ofthe purchase price
allocations associated with the acquisition in February 1999 of Columbia of Massachusetts. These amounts were $220.7 million and $231.7 million, net of
accumulatedamortizationof$22l.5millionand$2l0.5million,atDecember3l,20l8 and20lT,respectively,andarebeingamortizedonastraightJine
basis overforty years from tlre date ofacquisition through 2039. NiSource recorded amortization expense of$1 l.0 million in 2018,2017, and 2016 related to
its franchise right intangible asset.

7, Asset Retirement Obligations

We have recognized asset retirement obligations associated with various legal obligations including costs to remove and dispose of certain construction
materials located within many of our facilities, ceftain costs to retire pipeline, removal costs for certain underground storage tanks, removal of certain
pipelines known to contain PCB contamination, closure costs for certain sites including ash ponds, solid waste management units and a landfill, as well as

some other nominal asset retirement obligations. We also have a significant obligation associated with the decommission.ing of our two hydro facilities
located in Indiana. These hydro facilities have an indeterminate life, and as such, no asset retirement obligation has been recorded.

Changes in our liability for asset retirement obligations for the years 20 I 8 and 20 I 7 are presented in the table below:

(in ntillions) 201 8 20t7

Beginning Balance

Accretion recorded as a regulatory asset/liability

Additions

Settlements

Change in estimated cash flows

268.1 $ 262.6

I t.l 10.3

633 ttt 2.4

(s.e)

14.8 0)

(1 s.6)

9.0 (2)

Ending Balance 352.0 $ 268.7
tl[n20l8,$59.8mil|ionofadditionsand$l7.7mi|lionofthechangejnestjmatedcashfowsaeattributedtocostsassciatedwirbrening
"Environmental Mafters," for additional information on CCRs.
(2}Thechangeineslimatedcashfowsfor20l7isprimarilyattIibutedtochmgesinestimatedcosand
costs for retirement of gas mains.

Certain non-legal costs ofremoval that have been, and continue to be, included in depreciation rates and collected in the customerrates ofthe rate-regulated
subsidiaries are classified as "Regulatory liabilities" on the Consolidated Balance Sheets.
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We follow the accounting and reporting requirements ofASC Topic 980, which provides that regulated entities account for and report assets and liabilities
consistent with the economic effect ofregulatory rate-making procedures ifthe rates established are designed to recoverthe costs ofproviding the regulated
service and it is probable that such rates can be charged and collected fiom customers. Certain expenses and credits subject to utility regulation or rate
determination normally reflected in income or expense are deferred on tbe balance sheet and are recognized in the income statement as the related amounts
are included in customer rates and recovered from or refunded to customers.

Regulatory assets were comprised of the following items:

At December 31 , (in millions) 201 8 2017

Regulatory Assets

Unrecognized pension and other postretirement benefit costs (see Note l I )

Deferred pension and other postretirement benefit costs (see Note 1 I )

Environmental costs (see Note 18-D)

Regulatory effects ofaccounting for income taxes (see Note I -N and Note I 0)

Under-recovered gas and fuel costs (see Note 1-K)

Depreciation

Post-in-service carrying charges

Safety activity costs

DSM programs

Bai [y Generating Station

Other

798.3 $

74.r

6 r.5

233.1

34;l
209.6

206.6

91.7

45.5

2443

238.1

733.5
'70.7

oJ -4

238.8

25.5

181.0

I /J.J

66.5

40.0

208.5

Total Regulatory Assets 2237.s $ 1,8012

Regulatory liabilities were comprised of the following iterns

At December 3l , (in millions) 20r 8 201'7

Regulatory Liabilities

Over-recovered gas and fuel costs (see Note l-K)
Cost ofremoval (see Note 7)

Regulatory effects ofaccounting for income taxes (see Note 1 -O and Note 1 0)

Defened pension and other postretirement benefit costs (see Note I l)
Other

32.0 $

1,076.0

1,428.3

62.7

61.0

zt.o
1,096.8

|,563 .4

59.0

48.8

Total Regulatory Liabilities 2,660.0 $ )1q<A

Regulatory assets, including under-recovered gas and fuel cost, of approximately $1,552.6 million as ofDecember 31, 2018 are not eaming a retum on
investmen t. These costs are recovered over a remaining life of up to 41 years. Regulatory assets of approximately $ I ,9 I 7.1 million include expenses that are
recovered as components ofthe cost ofservice and are covered by regulatory orders. Regulatory assets ofapproximately5320.4 million atDecember 31,
20 I 8, require specific rate actron.

Assets:

Unrecognized pension end other postretirement benefl cosls In 2007, we adopted certain updates ofASC 7 I 5 which required, among other things, the
recognition in otlrer comprehensive income or loss ofthe actuarial gains or losses and the prior service costs or credits that arise during the period but tlrat are
not immediately recognized as components ofnet periodic benefit costs. Certain subsidiaries defer these gains or losses as a regulatory asset in accordance
with regulatory orders or as a result ofregulatory precedent, to be recovered through base rates.
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Delerred pension and olher postreliremed benertt costs. Primarily relates to the difference between postretirement expense recorded by certain subsidiaries
due to regulatory orders and the postretirement expense recorded in accordance with GAAP. These costs are expected to be collected through future base
rates, revenue riders or tracking mechanisms.

Environmentol costs. lncludes certain recoverable costs ofinvestigating, testing, remediating and other costs related to gas plant sites, disposal sites or otber
sites onto which material may have migrated. Certain ofour companies deferthe costs as a regulatory asset in accordance with regulatory orders, to be
recovered in firture base rates, billing riders ortracking mechanisrns-

Regulatory ellects of accounting for income t4xes. Represents the deferral and under collection of defened taxes in the rate making process. In prior yean,
we have lowered customer rates in certain jurisdictions for the benefits ofaccelerated tax deductions. Amounts are expensed for financial reporting purposes
as we recover deferred taxes in the rate making process.

ander-recovered gas andluel casls Represents the difference between the costs ofgas and fuel and the recovery ofsuch costs in revenue and is used to
adjust future billings for such deferrals on a basis consistent with applicable state-approved tariffprovisions. Recovery ofthese costs is achieved through
tracking mechanisms.

Depreciation Represents di{Ierences between depreciation expense incuned on a GAAP basis and that prescribed through regulatory order. Significant
components of this balance include:

. Columbia of Ohio depreciation rates. Prior to 2005, the PUCO-approved depreciation rates for rate-making had been lower than those which would
have been utilized ifColumbia ofOhio were not subject to regulation resulting in the creation ofa regulatory asset. Il 2005, the PUCO authorized
Columbia of Ohio to revise its depreciation accrual rates for the period beginning January I , 2005. The revised depreciation rates are now higher
than those which would have been utilized ifColumbia ofOhio were not subject to regulation allowing for amortization ofthe previously created
regulatory asset. The amount of depreciation that would have been recorded from 2005 through 201 8 had Columbia of Ohio not been subj ect to rate
regulation is a cumulative $806.8 million, $92.2 million less than that reflected in rates. The resulting regulatory asset balance was $39.5 million
and $49.3 million as of December 31, 2018 and201'l , respectively.

. Columbia of Ohio IRP and CEP. Columbia of Ohio also has PUCO approval to defer depreciation and debt-based post-in-sewice carrying charges
(see "Post-in-setttice carryin g charges" below) associated with its IRP and CEP. As of December 3 I , 20 1 8, depreciation of $29.1 million and $76.0
million was defened forthe respective programs. Depreciation deferral balances forthe respective programs as ofDecember 31,2017 were 526.5
million and $49.8 million. Recovery ofthe IRP depreciation is approved annually through the IRP rider The equivalent ofannual depreciation
expense, based on the average life ofthe related assets, is included in the calculation ofthe IRP rider approved by the PUCO and billed to customers.
Defened depreciation expense is recognized as the IRP rider is billed to customers. The recovery mechanism for depreciation associated with the
CEP is discussed in "Additional Regulatory Matten," below.

. MPSCO ECRM. NIPSCO obtained approval from the IURC to recover certain environmental related costs including operation and maintenance
and depreciation expense once the environmental facilities become operational. The ECRM deferred charges represent expenses that will be
recovered from customers through an annual ECRM Cost Tracker (ECT) which authorizes the collection of deferred balances over a six month
period. Recovery ofthese costs will continue until such assets are included in rate base through an electric base rate case. Depreciation of$14.4
million and $13.9 million was defened to a regulatory asset as ofDecember 31,2018 and 2017, respectively.

. NIPSCO TDSIC, NIPSCO obtained approval from the IURC to recover costs for certain system modemization projects outside of a base rate
proceeding. Eighty percent ofthe related costs, including depreciation, propefty taxes, and debt and equity based carrying charges (see "Post-in-
service carrying charges" below) are recovered through a semi-annual rccovery mechanism. Recovery ofthese costs will continue through the
TDSIC trackeruntil such assets are included in rate base through a gas orelectric base rate case, rcspectively. The remaining twenty percent ofthe
costs are deferred until the next base rate case.As ofDecember3l,20l8 and 20lT,depreciation of$16.5 million and $10.3 million, respectively,
was deferred as a regulatory asset.

Post-in-service carrying charges. Represents deferred debt-based carrying charges incurred on certain assets placed into service but not yet included in
customer rates. This balance includes:

. Columbia of Ohio IRP and CEP. See description of IRP and CEP programs above under the heading "Depreciation;'As of December 3l , 2018 and
2017, Columbia of Ohio had deferred PISCC of $197.1 million and $164.6 million, respectively.
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. |IPSCO TDSIC. See description of TDSIC progftrm above under the heading "Depreciation." Defenal of equity-based carrying charges for the
TDSIC program is allowed; however, such amounts are not reflected in regulatory asset balances for financial reporting as equity-based retums do
not meet the definition ofincurred costsunderASC 980.As ofDecember3l,20l8 and20lT,NIPSCO had deferred PISCC of$9.5 million and $8.7
million, respectively.

Safety activity costs. Represents the difference between costs incuned in eligible safety programs in excess ofthose being recovered in rates. The eligible cost
defenzls represent necessary business expenses incurred in compliance with PHMSA regulations and are targeted to enhance the safety of the pipeline
systems. Certain subsidiaries defer the excess costs as a regulatory asset in accordance with regulatory orders and recovery ofthese costs will be address in
future base rate proceedings.

DSM program,s. Represents costs associated with Gas Distribution Operations and Electric Operations segments' energy efficiency and conservation
progmms. Costs are recovered through tracking mechanisrns.

Bailly Generating Station Represents the net book value ofUnits 7 and 8 ofBailly Generating Station that was retired during 2018. These amounts are

cunently being amortized at a rate consistent witb their inclusion in customer rates.

Lia bilities:

Over-recovered gas andfuel cosrs. Represents the difference between the cost ofgas and fuel and the recovery ofsuch costs in revenues, and is the basis to
adjust future billings for such refunds on a basis consistent with applicable state-approved tariffprovisions. Refunding ofthese revenues is achieved through
tracking mechanisms.

Cost ofremoval. Represents anticipated costs ofremoval that have been, and continue to be, included in depreciation rates and collected in customer rates of
the rate-regulated subsidiaries for future costs to be incuned.

Regulatory effecls ofaccounting for income taxes. Represents amounts owed to customers for defened taxes collected at a higher rate than the current
statutory rates and liabilities associated with accelerated tax deductions owed to customers that are established during the rate making process. Balance
includes excess deferred taxes recorded upon implementation ofthe TCJA in December 20 I 7, net ofamounts amortized during 20 I 8.

Deferred pension and other postretirement beneft costs. Primarily represents cash contributions in excess ofpostretirement benefit expense that is defened
as a regulatory liability by certain subsidiaries in accordance with regulatory orden.

Cost Recovery and Tracken

Comparability ofour line item operating results is impacted by regulatory trackers that allow for the recovery in rates ofcefiain costs such as those described
below. lncreases in the expenses that are the subject of trackers generally result in a corresponding increase in operating revenues and therefore have
essentially no impact on total operating income results.

Certain costs ofouroperating companies are significant, recuring in nature and generally outside the control ofthe opemting companies. Some states allow
the recovery of such costs through cost tracking mechanisms. Such tracking mechanisms allow for abbreviated regulatory proceedings in order for the
operating companies to implement charges and recover appropriate costs. Tracking mechanisms allow for more timely recovery ofsuch costs as compared
with more traditional cost recovery mechanisms. Examples of such mechanisms include GCR adjustment mechanisms, tax riders, bad debt recovery
mechanisms, electric energy efficiency programs, MISO non-fuel costs and revenues, resource capacity charges, federally mandated costs and environmental-
related costs.

A portion of the Gas Distribution revenue is related to the recovery of gas costs, the review and recovery of which occun through standard regulatory
proceedings. All states in our operating area require periodic review ofactual gas procurement activity to determine prudence and to permit the recovery of
prudently incurred costs related to the supply ofgas for customers. Our distribution companies have historically been found prudent in the procurement of
gas supplies to serue customers.

A portion ofthe Electric Operations revenue is related to the recovery offuel costs to generate power and the fuel costs related to purchased power. These

costs are recovered through a FAC, a quarterly regulatory proceeding in Indiana.

Certain ofour operating companies bave completed rate proceedings involving infrastructure replacement or enhancement or are embarking upon regulatory
initiatives to replace significant portions oftheir operating systems that are nearing the end oftheir
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useful lives. Each operating company's approach to cost recovery may be unique, given the different laws, regulations and precedent that exist in each
jurisdiction.

Columbia of Ohio, IRP - On December 3, 2008, the PUCO issued an order which established Columbia of Ohio's IRP. Pursuant to that order, the IRP
provides for recovery ofcosts resulting from: (l) the maintenance, repair and replacement ofcustomer-owned service lines that bave been determined by
Columbia of Ohio to present an existing or probable hazard to persons and property; (2) Columbia of Ohio's replacement of cast iron, wought iron,
unprotected coated steel and bare steel pipe and associated company and customer-owned metallic sewice lines; (3) the replacement ofcustomer-owned
natural gas risen identified by the PUCO as prone to failure; and (4) the installation of AMR devices on all residential and commercial meters served by
Columbia ofOhio. Recoverable costs include a return on investment, depreciation and property taxes, offset by specified cost savings. Columbia ofOhio's
five-year IRP plan renewal was last approved on January 3 I , 20 I 8 for the yean 2018-2022.

NIPSCOGasandElectric,TDSIC-OnApril 30,20l3,thelndianaGovemorsignedSenateEnrolledAct560,knownastheTDSICstatute,intolaw. Among
other provisions, the TDSIC statute provides for cost recovery outside of a base rate proceeding for new or replacement electric and gas tmnsmission,
distribution, and storage projects that a public utility undertakes for the purposes of safety, reliability, system modemization or economic development.
Provisions ofthe TDSIC statute require that, among other things, requests for recovery include a seven-year plan ofeligible investments. Once the plan is
approved by the IURC, eighty percent of eligible costs can be recovered using a periodic rate adjustment mechanism, known as the TDSIC mechanism.
Recoverable costs include a returD on the investment, including AFUDC, PISCC, operation and maintenance expenses, depreciation and properly taxes. The
remaining twenty percent of recoverable costs are deferred for future recovery in NIPSCO's next general rate case. The semi-annual rate adjustment
mechanism is capped at an annual increase oftwo percent oftotal retail revenues.

MPSCO Elecfic, ECRM - NIPSCO has approval from the IURC to recover certain envircnmental related costs through an ECT (environmental cost tracker).
Under the ECT, NIPSCO is permitted to recover (1) AFUDC and a retum on the capital investment expended by NIPSCO to implement environmental
compliance plan projects and (2) related operation and maintenance and depreciation expenses once the environmental facilities become operational.

NIPSCO Gas and Electric, FMCA - The FMCA statute provides for cost recovery outside of a base rate proceeding for projected federally mandated costs.
Once the plan is approved by the IIJRC, eighty percent ofeligible costs can be recovered using a periodic rate adjustment mechanism, known as the FMCA
mecbanism. Recoverable costs include a retum on the investment, including AFUDC, PISCC, mandated operation and maintenance expenses, depreciation
and property taxes. The remaining twenty percent ofrecoverable costs are defened for future recovery in NIPSCO's next general rate case. Actual costs that
exceed the projected federally mandated costs ofthe approved compliance project by more than twenty-five percent shall require specificjustification by
NIPSCO and specific appmval by the ITJRC before being authorized in the next general rate case.

Cof umbia of Massachusetts, GSEP - On July 7,2014, the Govemor of Massachusetts signed into law Chapter 149 of the Acts of 2014, an Act Relative to
Natural Gas Leaks ("the Act"). The Act authorizes natural gas distribution companies to fi le a GSEP for capital investments made on or after January I , 201 5,
that are Dot included in the Companyt current rate base as determined in the most recent base rate case, with the Massachusetts DPU to (l) address the
replacement or improvement ofexisting aging natural gas pipeline infrastructure to improve public safety or infrdstructure reliability, and (2) reduce the lost
and unaccounted for natural gas through a reduction in natural gas system leaks. In addition, the Act provides that the Massachusetts DPU may, after review
ofthe plan, allow the proposed estimated costs ofthe plan into rates as ofMay I ofthe subsequent year. Recoverable costs include a retum on investment,
depreciation and ptoperty taxes, offset by identified operations and maintenance cost savings. Rates are subject to a capped annual revenue increase ofone
and a halfpercent oftotal annual delivery and cost ofgas revenues Aom sales and transpotation, including imputed gas revenues for transportation, for the
calendar year preceding the projected GSEP calendar year being filed. At the end of each l2-month period, in May of the subsequent year, Columbia of
Massachusetts must file a reconciliation of the amount collected and actual costs. Any over-collection or underrcollection balance is passed back to, or
recovered fiom, customers over a 12-month period beginning in November. Once n ew base rates are established under a base rate proceeding, the GSEP factor
is re-set to remove the capital investment and associated revenue reflected in the base rates.

Columbia of Pennsylvania, DSIC - On February L4,2012,the Govemor of Pennsylvania signed into lawAct I I of 2012, which provided a DSIC mechanism
for certain utilities to recover costs related to repair, replacement or improvement ofeligible distribution property that has not previously been reflected in
rates or rate base. Through a DSIC, a utility may recover the fixed costs ofeligible infrastructure incuned during the three months ended one month prior to
the effective date ofthe charge, thereby reducing the historical regulatory lag associated with cost recovery through the traditional rate-making process. On
March 14,2013, the Pennsylvania PUC approved Columbia of Pennsylvania's petition to implement a DSIC as ofApril l,20l3.Accordingly, Columbia of
Pennsylvania is authorized to recover the cost ofeligible plant associated with repair, replacement or improvement that was not
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previously reflected in rate base and has been placed in sewice during the applicable three-month period. After the initial charge is established, the DSIC is
updated quarterly to recover the cost offurther plant additions and cannot exceed five percent ofdistribution revenues. Recoverable costs include a retum on
investment, exclusive ofaccumulated deferred income taxes ftom the calculation ofrate base, and depreciation. Once new base rates are established under a
base rate proceeding, the DSIC is set to zero. Additionally, the DSIC rate is also reset to zero if, in any quarte4 the data reflected in the Columbia of
Pennsylvania's most rccent quarterly financial eamings report show that the utility will eam an overall rate ofretum that would exceed the allowable rate oI
retum used to calculate its fixed costs under the DSIC mechanism. A utility is exempt from filing a quarterly financial eamings report when a base rate
proceeding is pending before the Pennsylvania PUC.

Columbia of Virginia, SAVE - On March I 1, 2010, the Vrginia Govemor signed legislation into law that allows natural gas utilities to implement programs
to replace qualifoing infrastructure on an expedited basis and provides for timely cost recovery. Known as the SAVE Act, the law allows natural gas utilities
to file programs with the VSCC providing a timeline and estimated costs for replacing eligible infiastn:cture. Eligible infrastructure replacement projects are
those that (l) enhance safety or reliability by reducing system integrity risks associated with customer outages, corrosion, equipment failures, material
failures, or natural forces; (2) do not increase revenues by directly connecting the infi'astructure replacement to new customers; (3) reduce or have the
potential to reduce greenhouse gas emissions; (4) are not included in the natural gas utility's rate base in its most recent rate case; and (5) are commenced on
or after January 1, 2010. The SAVE Act provides for recovery ofcosts associated with the eligible infrastructure through a rate rider. Recoverable costs
include a retum on investment, depreciation and property taxes. Columbia ofMrginia's current five year SAVE plan was approved by the VSCC in 2016 and
amended in 20 I 7 for the yean 20 I 6 through 2020.

Columbia of Kentucky, AMRP - On October 26, 2009, the Kentucky PSC approved a mechanism for recovering the costs of Columbia of Kentucky's AMRP
not previously reflected in rate base through an annual fixed monthly rate rider filed in October In its 20 I 3 rate case, Columbia ofKentucky was allowed to
base tbeAMRP rider on the expected annual cost ofservice. Recoverable costs include a retum on investment, depreciation and property taxes, offset by
specific cost savings. At the end ofeach l2-month period, Columbia ofKentucky must file a reconciliation ofthe amount collected and actual costs. Any
over-collection or under-collection balance is passed back to, or recovered from, customers through the surcharge over a I 2-month period beginning in June
ofthe subsequent year- Once new base rates are established under a base rate proceeding, the AMRP rider is set to zero.

Columbia of Maryland, STRIDE - On May 2,201t, the Govemor of Maryland signed Senate Bill 8 into law, authorizing gas companies to accelerate
recovery ofeligible infrastructure replacement, effective June 1,2013. The STRIDE statute provides recovery forgas pipeline upgrades outside ofthe context
ofa base rate proceeding through an annual surcharge, IRIS, as approved by, Maryland PSC. The STRIDE statute directs gas utilities to file a plan to invest in
eligible infrastructure replacement projects and to list the specific projects and elements in any such STRIDE plan with the Maryland PSC. The calendar year
projected capital projects to be placed into plant in service and included in Columbia of Maryland's surcharge rccovery request must satis! a numberof
criteria per the statute, including a requirement that they be designed to improve public safety or infrastructure reliability. Columbia of Maryland's five-year
STRIDE Plan renewal foryears 2019 through 2023,as with the preceding five years, is focused on replacing (l) existing cast ircn and bare steel mains, (2)
associated services and meters, and (3) identified prone-to-failure vintage plastic piping. Columbia of Maryland's IRIS mechanism recovers a retum on
investment, depreciation and property taxes ofthe STRIDE-eligible capital infrastructure statutorily capped at $2 permonth forresidential customers, and
proporlionally capped for commercial and industrial customer classes, and is reconciled to actual costs on an aDnual basis. Any overcollection or under-
collection balance is passed back to, orrecovered from, customers through the surcharge effective in May ofthe subsequent year.
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The following table describes regulatory programs to recover intastructure replacement and other federally-mandated compliance investments cunently in
rates and those pending commission approval:

(in millions)

Company hogrdl
Incremental

Revenue
Ratcs

Effective

Incremental
Capital lnvestment

Filed Statuslnvestment Period

Columbia of Ohio

NIPSCO - Cas

NIPSCO - Cas

NIPSCO - Gm

NIPSCO - Gas

Columbia of Masschusetts

Columbia of Masucbusetts

Columbia of Pennsylvania

Columbia of Pennsylvania

Columbia of Pennsylvania

Columbia of Virginia

Columbia of Virginia

Columbia of Kentucky

Columbia of Kentucky

Co [umbia of lvlarl,lsnl

Columbia of Marylmd

NIPSCO - Electric

NIPSCO - Electric

NIPSCO - Electric

NIPSCO - Electric

NIPSCO - Electric

NIPSCO - Ilectric

NIPSCO - Electric

NIPSCO - Electric

IRp - 20l8rl $

TDSIC 7 $

TDSIC 8 $

TDSIC g(rlr' $

FMCA I $

GSEP - 201 8(r xr) $

GSEP - 2019() $

DSIC - 2OI8 $

DSIC-2018 S

DS|C - 2018 $

sAvE - 2018 S

SAVE - 2OI9 $

AMRP-2018 S

AMRP.2OI9 $

STRIDE-20I8 $

STRIDE - 2019 $

'I'DS|C - 3 $

TDSIC - 4T)

TDSIC - 5(I)

ECRM - 3I

$

$

s

23 $ 2070t/17-t2/t,1

1.5 s 59.0 |t7-6117

1 .8 $ s4 0 7 l'7 -12/11

(10.6) $ s441118-6118

99 $ l5 ll/17-9l18

6.5 $ 80.0 rn8-r2lr8

10.7 $ 640 t'tg-t2/lt

0_4 $ 148t2/17-2^8

0.9 $ 3183/18-5/18

February 27, Approved
2018 April 25,2018

Approved
August 31, Decerrber 28,

2017 2017

APProved
February 27, August 22,

2018 2018

Approved
August 28, December 27,

2018 2018

November 30, Order Expected
2018 Ql 20r9

October3l, Approved
2017 April 30,2018

Oclober I l, Order expected

2018 Q2 20re

March 22, Approvcd
20 I E March 29, 20 t 8

Approved
June 20, 2018 June 28, 20) 8

Approved
September 20, September 28,

20r8 20t8

Approved
August I 8, December I 3,

2017 201,7

Approved
August 17, October 26,

201 8 201 8

Approved
October 13, December 22,

20t1 201'7

Approved
October 15. December 5,

2018 2018

Approved
November I, December 20.

2011 2011

Approved
Novcmbcr I, Dccember 12,

2018 2018

January -30, Approved
2018 May 30.2018

Approved
November 28,

JuIy31.20182018

January 29, Order Expected
2019 Q2 20le

January 31, Approved
2018 April 25,2018

Approved
October I 1,

July3l,20l8 2018

Approvcd
November l, January 3 l,

2011 2018

Approved
Aprit 27,201 8 July 25, 201 8

Approved
October 18, January 29,

20t8 2019

ECRM - 32 $

FMCA- 8 $

FMCA-g S

FMCA - IO

1.2 $

(20) $

(ll 8) $

15 9 $

(21)$

1.3 $

4.1 $

( ), {

19.7 1tl9-t2t19

'75 0 5,L1-t1it'7

722 t2/17-5/18

58 8 6/1 8-l I/l E

29 6^7-t2^7

4 4 4/l'7-947

90 2 t0/17-3118

4s 7 411,8-8/18

May 201 8

January
201 8

September
2018

January
20t9

April 2019

May 2018

May 2019

April 201 8

July 20 I 8

October
201 E

January
20I8

January
2019

January
2018

January
20t9

January
201 8

January
20t9

June 20 I 8

Dcccmbcr
201 8

June 2019

May 2018

November
201 8

February
201 8

Au gu st 201 8

Fcbruary
20t9

1.6 $ 5s,4 6/18-8/r8

29 $ 3331/18-12/18

2.4 $ 36.A tl19-t2tr9

45 $ 24.0t/t8-t2rr8

3.6 $ 30.t't/t9-t2/t9

l 2 $ 20.8 l/18-l2i 18

1.0 $ - r/18-6/18

(rlncremental revenue is net of amounts due back to customers a a reslt of the TCJA.
elncremental r€venue is net of $5.2 million of adiusfrrents in the TDSIG9 s$lement,
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(3)A cap waiver was approved by the Mdschusefts DPU on June 21, 201 8 and related rates became effective Juty 2 0l 8. Page 93 of 1 60
(alThefilingincludedarequestlbrapprovalofawaivertoallowcollectionoflie$2.9millionrevenuerequirementthat€xceedstheGSEPcapproviW$less: PR Moul
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Rate Case Actions

The following table describes current rate case actions as applicable in each ofourjurisdictions net oftracker impacts:

(in millions)

Company

Requested Approved
lncremental lncremental
Revenue Revenue Filed

Ratcs
Stabs Effective

NIPSCO - Ga$rr

Columbia of Masschusetts

Columbja of Pennsylvania

Columbia of Virginiatr)

Columbia of Maryland

NIPSCO - Electric

$ 24.1

$ 469 $

s 14.2

s 46$ 22

$ 214 lnproces

September 27, Approved
S 138 I $ 107 3 2017 September 19.2018 October20l8

Withdrawn
N/A April 13,2018 Scptembcr 19,2018 N/A

Approved
260 March 16,2018 December6,20l8 December20l8

August 2 8, Order expected

ln process 2018 Secoud halfof20l9 February 2019

Approvcd
April 13,2018 November2l,20l8 Novernber2018

October 3 1, Ordo expected
2018 Q3 2019 September 2019

(r)Rates will be implemented in three steps,
be effective on January l, 2020 The ILrRC's order also dismissed NIPSCO from phase 2 of the IURC's TCJA investigation.
(2)Rates implemented subject to refund pending a final order from the VSCC.

Additional Reeulatorv Matten

Columbia of Ohio. On December 1,2017, Columbia of Ohio filed an application that requested authority to implement a rider to begin recovering plant and
associated defenals related to its CEP. The CEP was established in 201 I and allows for deferral ofinterest, depreciation and properly taxes on cefiain plant
investments not recovered through its IRP modemization tracker. The application requested authority to increase annual revenues, through the requested
rider, by approximately $70 million, with biennial increases up to approximately $98 million h 2022. On May 9, 2018, the PUCO appointed an independent
auditor to assist the PUCO with the review of the accounting accuracy, prudency and compliance of Columbia of Ohio with its Puco-approved CEP
deferrals. The in dependent audit report was fi led on September 4, 201 8 and the PUCO Staffs Report on the investigation was filed on September I 4, 20 I 8. On
October 25,2018, a joint stipulation and recomrnendation was filed recommending an initial revenue requirement of$74.5 million to recover CEP
investments and deferrals through December 3 | ,201'7 , with annual adjustments for capital investments made in subsequent yean. Additionally, the signatory
parties to the stipulation agreed to a reduction in rates to adjust forthe impacts ofthe TCJAand fora base Erte case filing to be made by Columbia ofOhio
with atest period ofcalendaryear202l. On November28,2018 the PUCO issued an orderunanimously approving the settlement 6led on October25,2018,
without modification, for rates effective beginning November 29, 2018. This order finalizes Columbia of Ohio's TCJA resolution related to the CEP tracker,
as well as base rates.

NIPSCO Gas. On November 8,2017, NIPSCO filed a petition with the II-IRC seeking approval of NIPSCO's federally mandated pipeline safety compliance
plan.As part of the settlement agreement filed in NIPSCO's gas base rate case proceeding, NIPSCO and the parties to tlre settlement agreemcnt settled all
issues in this proceeding as well, including moving certain costs from the base rate proceeding to this pipeline safety compliance plan. The updated four year
compliance plan includes a total estimated $91.5 million ofcapital costs and $35.5 million ofexpected operating and maintenance costs. NIPSCO received
approval for accounting and rate-making relief, including establishment ofa periodic rate adjustment mechanism. NIPSCO filed the first tracker proceeding
in this case on Novembcr 30,2018. On December 31,2018, NIPSCO filed a petition witb the IURC seeking approval of an additional PHMSAcompliance
plan including capital expenditures of$228.8 million. An ILIRC orderis expected in the second halfof2019.

On January 3,2018, the IURC initiated an investigation to review and considerthe possible implications ofthe TCJAon utility rates. The ITIRC ordered a
two phase investigation. Phase I solely dealt with the prospective changes in rates to reflect the change in tax rates. ln accordance with the procedural
schedule, on March 26,2018, NIPSCO filed revised gas tariffs reflecting the impact oftbe change in tax rate forits applicable rates and charges. The IURC
approved NIPSCO's Phase I filing on April 26,2018. Th e revised tariffs were effective May 1 , 201 8. The stipulation and settlement agreement filed on April
20, 201 8, in NIPSCO's gas rate case resolved all issues in Phase 2, including the retum ofexcess income tax revenue recovered through its base rates and any
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applicable charges between January 1 , 20 1 8 and April 3 0, 201 8. Beginning January 2019, and continuing through June 201 9, NIPSCO is passing back tlre
excess tax expense through the TDSIC mechanism.

On December 27 ,2018, the IURC issued an order for TDSIC-9 approving the settlement agreement filed on November 4, 2018. This order, along with the
Court of Appeals dismissal on December 3 1, 2018 and January 8, 2019, resolved all outstanding issues related to the appeals of TDSIC4 though TDSIC-8.

Columbia of Massachusetb. On October 9,2018, Columbia of Massachusetts filed an application v/ith the Massachusetts DPU, seeking authority to pass
back approximately $95.8 million in excess deferred taxes associated with TCJAwith an effective date of rates to be determined by the Massachusetts DPU.
On December 21,2018 tlre Massachusetts DPU issued an order approving the treatment of TCJA-related excess deferred taxes.Columbia Gas of
Massachusetts filed a compliance filing on January 4,2019, reflecting revised LDAF rates inclusive ofcredit factors to retum excess deferred taxes associated
with TCJA to customers for rates effective on February 1 , 2019, per the Massachusetts DPU's order.

Columbia of Kentucky. OnApril 30,2018, Columbia of Kentucky received an orderfromthe Kentucky PSC requiring implementation of interimproposed
rates effective May 1 , 201 8 reflecting the impact of TCJA subj ect to future adjustment. The order directed Columbia of Kentucky to file, by September I ,
20 I 8, revised TCJA adjustment factors reflecting the tax expense savings fiom January I , 20 I 8 through April 30, 20 I 8, and an estimate of the annual
reduction due to the excess defened taxes to be effective with the fint billing cycle ofOctober 2018. On August 31, 2018, Columbia ofKentucky filed
updated rate schedules with the Kentucky PSC forrates proposed to be effective October l,2018. On October25,2018, the Kentucky PSC autborized the
TCJA adjustment facto$, as proposed, with an October 29, 20 I 8 effective date to pass-back the overcollection oftaxes over a six month period.

Columbia of Maryland. On February 13,2018, Columbia of Maryland filed a proposal v/ith the Maryland PSC to reduce rates as a result of TCJAwitb an

annual revenue decrease of$ I .3 million. Columbia of Maryland was directed to account for any revenues associated with the difference between previous
and cunent income tax rates and excess deferred taxes as regulatory liabilities effective January l, 201 8. On March 14,2018, Columbia of Maryland received
approval, effective April 2,2018, to implement new rates and pass-back the overcollection oftaxes from the fint quarter of20 I 8 over a seven month period.

NIPSCO Electric. On October 3 1 , 201 8, NIPSCO submitted its 201 8 lntegrated Resource PlaD with the IURC. Tbe plan evaluated demand-side and supply-
side resource aitematives to reliably and cost effectively meet NIPSCO customen' future energy requirements over the ensuing 20 years. Refer to Note l8-8,
"Other Matters," in the Notes to Consolidated Financial Statements for additional information.

On March 29, 201 8, WCE, which is currently owned by BP p.l.c ("BP") and BP Products North America, which operates the BP Refinery, filed a petition at the
IURC asking that the combined operations of WCE and BP be treated as a single premise, and the WCE generation be dedicated primarily to BP Refinery
operations beginning in May 2019 as WCE has self+ertified as a qualifoing facility at FERC. BP Refinery planned to continue to purchase electric service
from NIPSCO at a reduced demand level beginning in May 2019. Asettlement agreement was filed on Novembet 2,2018 agreeing that BP and WCE would
not move forward with construction of a private transmission line to serve BP until conclusion ofNIPSCO's pending electric rate case.

On February 1,2018, NIPSCO and certain other MISO transmission owners filed with the FERC a request for waiver of tariffprovisions to allow for
implementation of TCJA tax rate change provisions into 201 8 transmission formula rates. On March I 5, 20 I 8, the FERC issued an order granting the request
for waiver and set the effective date of the waiver at January l, 201 8. ln the March billing cycle, the MISO began billing the new transmission rates rcflecting
the lower federal tax rate. In addition, the MISO began to re-bill January and February 20 I 8 affected revenues and costs in the March 20 I 8 billing cycle, and
completed the re-settlement in the April 2018 billing cycle. The new 2018 transmission formula rates will reduce rcvenue by $8.5 million in 201 8 associated
with NIPSCO's multi-value projects. Additionally, on November 1 , 2018, MISO submitted revised tariffs to provide for adjustments to income tax, including
accumulated deferred income tax, resulting fiom tax law or rate changes. On December 20, 201 8, FERC accepted the submission, effective January l, 201 9, as

requested.

As noted above in the NIPSCO Cas regulatory matters, the IUR.C initiated an investigation on January 3,201 8, to review and consider the implications ofthe
TCJAon utility rates. The commission ordered a two phase investigation. Phase I solely dealt with the prospective changes in rates to reflect the change in
tax rates. On March 26,2018, NIPSCO filed revised electric tariffs reflecting the impact ofthe change in tax rate forits applicable rates and charges. The
IURC approved NIPSCO's phase I filing on April 26,2018. The revised tariffs were effective May 1, 201 8. On July 3 1! 2018, NIPSCO filed an unopposed
motion requesting that the over-collection ofincome taxes from January 1,201 8 through April 30,201 8 be passed back in NIPSCO's TDSIC4 filing,
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also filed on July 31,2018, and requesting tlrat all otherphase 2 issues be handled in a rate case filing to be made in the fourth quarterof2018. On August
15, 2018, the IURC approved the motion to pass back the over-collection through the TDSIC4 rates effective December 201 8 through May 2019. All other
phase 2 issues are addressed in the base rate case filed October 3 I , 20 I 8.

9. Risk Management Activities

We are exposed to certain risks relating to ongoing business operations; namely commodity price risk and interest rate risk. We recognize that the prudent
and selective use ofderivatives may help to lower our cost ofdebt capital, manage interest rate exposure and limit volatility in the price ofnatural gas.

Risk management assets and liabilities on our derivatives are presented on the Consolidated Balance Slreets as shown below:

December 3 1. (in millions) 20r 8 2017

Risk Management Assets - Current(r)

lnterest rate risk programs

Commodity price risk programs

$ - $ 14.0

1.1 0.5

t4.5l.lTotal

Risk Management Assets - Noncurrent('?)

Interest rate risk programs

Commodity price risk programs

18.5 S

4.4

56
1.0

Total 22.9 S 66

Risk Management Liabilities - Current

lnterest rate risk programs

Commodity price risk programs

$

5.0

3 8.6

4.6

Total s.0 s +).z

Risk Management Liabilities - Noncurrent

Interest mte dsk progmms

Commodity price risk programs

9.s s

37.2 28.5

Total 46.7 28.5
(rrPresnted in "Prepayments md other" on the Consolidated Balance Sbeets
(2rPresented in "Deferred charges md other" on the Consolidated Balance Sheets.

Commodit], Price Risk Management
We, along with ourutility customen, are exposed to variability io cash flows associated with natural gas purchases and volatility in natural gas prices. We
purchase natural gas for sale and delivery to our retail, commercial and industrial customers, and for most customers the variability in the market price ofgas
is passed through in their rates. Some ofour utility subsidiaries offer programs whereby variability in the market price ofgas is assumed by the respective
utility. The objective ofour commodity price risk programs is to mitigate the gas cost variability, for us or on behalfofour customers, associated with natural
gas purchases or sales by economically hedging the various gas cost components using a combination of futures, options, forwards or other derivative
contnlcts.

NIPSCO received IURC approval to lock in a fixed price for its natural gas customers using long-term forward purchase instruments. The term of these
instruments range from five to ten years and is limited totwenty percent of NIPSCO's average annual GCApurchase volume. Gains and losses on these
derivative contracts are defened as regulatory liabilities or assets and are remitted to or collected from customers through NIPSCO's quarterly GCA
mechanism. These instruments are not designated as accounting hedges.

lnterest Rate Risk Management
As ofDecember 3 I , 20 I 8, we have forward-starting interest rate swaps with an aggregate notional value totaling $500.0 million to hedge the variability in
cash flows attributable to changes in the benchmark interest rate during the periods from the effective dates ofthe swaps to the anticipated dates offorecasted
debt issuances, which are expected to take place by the end of2024. These interest rate swaps are designated as cash flow hedges. The effective portions of
the sains and losses related to these su'aDs are
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recorded to AOCI and are recognized in "Interest expense, net" concurrently with the recognition ofinterest expense on the associated debt, once issued. Ifit
becomes probable that a hedged forecasted transaction will no longer occuq the accumulated gains or losses on the derivative will be recognized cunently in
"Other, net" in the Statements ofConsolidated Income (Loss).

The passage ofthe TCJA and Greater Lawrence Incident led to significant changes to our long-term financing plan. As a result, during 2018, we settled
forward-starting intercst rate swaps with a notional value of$750.0 million. These derivative contracts were accounted for as cash flow hedges. As part ofthe
transactions, tbe associated net unrealized gain of$46.2 million was recognized immediately in "Other, net" on the Statements ofConsolidated Income (Loss)
due to the probability associated with the forecasted borrowing transactions no longer occurring.

There were no amounts excluded from effectiveness testing for derivatives in cash flow hedging relationships at December 31,2018,2017 and 20 I 6.

Our derivative instruments measured at fair value as ofDecember 3 l, 20 I 8 and20l'7 do not contain any credit-risk-related contingent features,

10. Income Taxes

On December 22,2017, the President signed into law the TCJA, which, among other things, enacted significant changes to the Intemal Revenue Code, as

amended, including a reduction in the maximum U.S. federal corporate income tax rate from 35% to 21Yo, and certain other provisions related specifically to
the public utility industry, including the continuation ofcertain interest expense deductibility. These changes were effective January 1,2018. UnderGAAP,
the effects ofa change in tax law are recorded as a discrete item in the period ofenactment.

Rates for our regulated customers include provisions for the collection ofU.S. federal income taxes. Accordingly, accounting effects related to changes in tax
rates here that would normally be recognized as a component ofihcome tax expense may instead be defened as a regulatory asset or liability and reflected in
future rate-making. In December2017,we remeasured our deferred tax assets and liabilities to the new federal corporate income tax rate. The result ofthis
remeasurement was a reduction in the net deferred tax liability ofapproximately $1.3 billion, including approximately $0.4 billion ofregulatory "gross up"
to account for over-collection ofpast taxes from customers. O{fsetting the reduction in net defened tax liabilities was an increase in regulatory liabilities of
approximately $1.5 billion and an increase in income tax expense of$0.2 billion. In 2018, we received regulatory orden from most ofthe jurisdictions in
which we operate regarding the treatment and pass back ofexcess defened taxes. As a result ofthese orders we reduced our regulatory liability related to
excess defened income taxes by $ 1 20.7 million (net oftax). This adjustment is reflected in "Iacome Taxes" on our Consolidated Statements oflncome (Loss).

On December 22 ,2017 ,rhe SEC issued StaffAccounting Bulletin I I 8 C'SAB I I 8"), which provides guidance on accounting for tax effects ofthe TCJA. SAB
I I 8 provides a measurement period that should not extend beyond one year from the TCJA enactment date for companies to complete the accounting under
ASC 740. There were no adjustments recorded in the SAB I l8 remeasurement period in 2018.
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The components of income tax expense ftenefit) were as follows:

YearEnded December 3 1, (in milli o ns) 2018 2017
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2016

Income Taxes

Current

Federal

State

$

8.2

$

7.8

Total Current 788.2 (0.1)

Defened

Federal

State

(20e.4)

)7)
302.7

5.0

I 65.6

I 8.0

Total Deferred (r87.2) 307.7 183.6

Defened Investment Credits (1.0) (1.0) (1.4)

Income Taxes (180.0) s 314.5 t 82.1

Total income taxes were different from the amount that would be computed by applying the statutory federal income tax rate to book income before tncome
tax. The maiorreasons forthis difference were as follows:

Year Ended December 3 I, (in millions) 20r 8 2017 2016

Book income (loss) before income taxes

Tax expense @enefit) at statutory fedeml income tax rate

lncreases (reductions) in taxes resulting fiom:

State income taxes, net offederal income tax benefit

Amortization of regulatory liabilities
Charitable contribution carryover

State regulatory proceedings

Remeasurement due to TCJA

Employee stock ownership plan dividends and other
compensation

Other adiustments

(230.6)

(48.4)

24.7

(2e3)

027.8)

Q2)
3.0

21.0 0

(10.7)

12.7

55.4

1.0

(13)

443.0

155.0

6.9

Q.4)
(1.2\

l6l.l

(6.s)

1.6

3s.0%

1.5

(0.s)

(0.3)

J O.4

(l.s)
0.4

5 13.6

179.8

r 1.3

(l.s)
2.8

(e.s)

(0.8)

35.0 o/o

2.2

(0.3)

u.)

(1.8)

(0.1)

Income Taxes (r80.0) 78.r % $ 314.5 7t.0% s 182.1 15.5 %

TheeffectiveincometaxrateswereTS.l%,71-0%and,35.5%. in2018,2017 and2016,respectively.TheT.l% increaseintheoveralleffectivetaxratein
201 8 versus 201 7 was primarily the result of state regulatory proceedings which resulted in a $ 127.8 million decrease in federal income taxes offset by a

related increase in state income taxes of$7.1 million. Additionally, the increase was driven by a $26.9 million decrease in income taxes related to
amortization ofthe regulatory liability primarily associated with excess deferred taxes.

Thef5.5o/o increase in the overall effective tax rate in 2017 venus20l6 was primarily tbe result of a $161.1 million increase in income taxes related to
implementing the provisions of the TCJA. The charge to income tax expense resulting from implementation of the TCJArelates primarily to remeasurement
ofparent company deferred tax assets for NOL carryforwards.

In March 2016, tbe FASB issued ASU 2016-09, Compensation-Stock Compensation (Topic 718): Improvements to Employee Share-Based Payment
Accounting.Among otherprovisions, the standard requires that all income tax effects ofawards are recognized in the income statement when the awards vest
and are distributed.
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Defened income taxes result from temporary differences between the financial statement carrying amounts and
The principal components ofour net deferred tax liability were as follows:

At December 3l , (in millions)
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the tax basis ofexisting assets and liabilities.

201 8 2017

Deferred tax liabilities
Accelerated depreciation and other property differences

Otherregulatory assets

2,458.0

37 5.4

2,260.7

309.5

Total Deferred Tax Liabilities 2,833.4 2,570.2

Deferred tax assets

Otherregulatory liabilities and defened investment tax credits (including TCJA)

Pension and other postretirement/postemployment benefits

Net operating loss carryforward and AMT credit carryforward

Environmental liabilities

Other accrued tiabilities

Othcr, nct

365.5

157.5

849.8

24.4

37.5

68.2

406.0

136.7

57 6.0

24.0

)t-z
9'7.4

Total Defened Tax Assets I,502.9 |,277 .3

Net Defened Tax Liabilities I,330.5 $ r,292.9

State income tax net operating loss benefits are recorded at their realizable value. We anticipate it is more likely than not that we will realize $88.5 million
and $65.8 million of these tax benefits as of December 3 1 , 20 I 8 and 2017 , respectively, prior to their expiration. These tax benefits are primarily related to
lndiana, Massachusetts and Pennsylvania The remaining nct operating loss carryforward tax benefits represent a federal carryforward of $759.6 million
($508.5 million of which relates to years prior to the implementation of the TCJA) and an Altemative Minimum Tax credit of $ l.7 million. The carryforward
periods for pre-TCJA tax benefits expire in various tax years from 2028 to 2037 . Per the TCJA, federal NOL carryforwards generated after December 3 I , 20 I 7
do not expire, but are limited to 80% ofcurrent year taxable income.

Unrecognized tax benefits for the periods reported are immaterial. We present accrued interest on unrecognized tax benefits, accrued interest on other income
tax liabilities and tax penalties in "Income Taxes" on our Statements ofConsolidated Income (Loss). Interest expense recorded on unrecognized tax benefits
and other income tax liabilities was immaterial for all periods presented. There were no accruals for penalties recorded in the Statements ofConsolidated
Income(Loss)lortheyearsendedDecember3l,20l8,20lT and,20l6,andtherewerenobalancesforaccruedpenaltiesrecordedontheConsolidated
Balance Sheets as ofDecember 3 l, 2018 and2017.

We are subject to income taxation in the United States and various state jurisdictions; primarily Indiana, Pennsylvania, Kentucky, Massachusetts, Maryland
and Virginia.

We pafiicipate in the IRS CAP which provides the opportunity to resolve tax matters with the IRS before filing each yearls consolidated federal income tax
retum AsofDecember3l,20lS,taxyearsthrough20lThavebeenauditedandareeffectivelyclosedtofurtherassessment.Theauditoftaxyear20l8under
the CAP program is expected to be completed in 2019.

The statute oflimitations in each ofthe statejurisdictions in which we operate remains open until the years are settled forfederal income tax purposes, at
which time amended state income tax retums reflecting all federal income tax adjustments are filed. As of December 3 1 , 2018, there were no state income tax
audits in progress that would have a material impact on the consolidated financial statements.
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ITEM 8. FNANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

I l. Pension and Other Postretirement Benefits

We provide defined contribution plans and noncontributory defined benefit retirement plans that cover certain ofour employees. Benefits under the defined

benefit retirement plans reflect the employees'compensation, years ofsewice and age at retirement. Additionally, we provide health care and life insurance

benefits forcertain retired employees. The majority of employees may become eligible forthese benefits if they reach ret.irement age while working forus.
The expected cost ofsuch benefits is accrued during the employees'yean ofsewice. Current rates ofrate-regulated companies include postretirement benefit
costs, including amortization ofthe regulatory assets that arose prior to inclusion ofthese costs in rates. For most plans, cash contributions are remitted to
grantor trusts.

Our Pension and Aher Postretirentent Benefit Plans'Asset Manogentenl. We employ a liabilitydriven investing strategy for the pension plan, as noted

below, Amix ofequities and fixed income investments are used to maximize the long-term retum ofplan assets and hedge the liabilities at a prudent level of
risk. We utilize a total retum investment approach forthe otherpostretirement benefit plans. Risk tolerance is established through careful consideration of
plan liabilities, plan funded status, and asset class volatility. The investment portfolio contains a diversified blend ofequity and fixed income investments.

Furthermore,equityinvestmentsarediversifiedacrossU.S andnon-U.S.stocks,aswellasgrowth,value,smallandlargecapitalizations.Otherassetssuchas
private equity funds are used judiciously to enhance long-term retums while improving po(folio diversification. Derivatives may be used to gain market

exposure in an efficient and timely manner; however, derivatives may not be used to leverage the portfolio beyond the market value ofthe underlying assets.

Investment risk is measured and monitored on an ongoing basis through quarterly investment portfolio reviews, annual liability measurements, and periodic
asset/liability studies.

We utilize a building block approach with properconsideration ofdiversification and rebalancing in determining the long-term rate ofretum forplan assets.

Historical markets are studied and longterm historical relationships between equities and fixed income are analyzed to ensure that they are consistent with
the widely accepted capital market principle that assets with higher volatility generate greater retum over the long run. Cunent market facton, such as

inflation and interest rates, are evaluated before long-term capital market assumptions are determined. Peerdata and historical retums are reviewed to check

for reasonability and appropriateness.

The most important component ofan investment strategy is the portfolio asset mix, orthe allocation between the various classes ofsecurities available to the
pension and other postretirement benefit plans for investment purposes. The asset mix and acceptable minimum and maximum ranges established for our plan

assets reprcsents a long-term view and are listed in the table below.

In 2012, a dynamic asset allocation policy for the pension fund was approved. This policy calls for a gradual reduction in the allocation ofrctum-seeking
assets (equities, real estate and private equity) and a corresponding increase in the allocation ofliability-hedging assets (fixed income) as the funded status of
the plans increase above 90To (as measured by the market value ofqualified pension plan assets divided by the projected benefit obligations ofthe qualified
pension plans). During 2017, a5277 million discretionary contribution was made to the pension plans. Anew assetJiability study was completed in 201 8

resulting in a more conservative glide path and an increase in the allocation to liability-hedging dssets held in the portfolio.

As ofDecember 31, 2018, the asset mix and acceptable minimum and maximum ranges established by the policy forthe pension and otherpostretirement
benefit plans are as follows:

Asset Mix Policy of Funds:

Defined Benefit Pension Plan Postretirement Benefi t Plan

Asset Category Minimum Maximum Minimum Maximum

Domestic Equ.ities

Intemational Equities

Fixed Income

Real Estate

Short-Term Investments/Oth er

12%

6%

59%

0%

0%

32%

t6%

7I%

7%

t5%

0%

0%

20%

0%

0%

ss%

25%

r00%

0%

10%
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As ofDecember 31,2017, the asset mix and acceptable minimum and maximum ranges established by the policy forthe pension aDd otherpostretirement
benefit plans were as follows:

Asset Mix Policy ofFunds:

Defined Benefit Pension Plan Postretirement Benefi t Plan

Asset Category Minimum Maximum Minimum Maximum

Domestic Equities

Intemational Equities

Fixed Income

Diversified Credit

Real Estate

Short-Term Investments

r6%

8%

39%

0%

0%

0%

36%

18%

s1%

13%

13%

t0%

0%

0%

20%

0%

00

0%

55%

25%

r00%

0%

0%

r0%

PensionPlanandPostretirementPlanAssetMixatDecember3l.20l8andDecember3l,20lT:

Defined Benefil
Pension Assets

December 3 1,

201 8
Postretirement

Benefit Plan Assets
December 3 1,

201 8

Asset Class (in nillions) Asset Value % ofTotal Assets Asset Value o% of Total Assets

Domestic Equities

lntemational Equities

Fixed Income

Real Estate

Cash/Other

355.5

165.5

1,241 9

52.7

s2.l

19.0%

89%

665%

2.8%

2.8%

7 8.8

Il .5

115.1

36.4%

8.r%

53.2%

23%4.9

Total 1,867 .7 100.0% z ro.) 100.0%

Defined Benefit
Pension Assets

December 3 1,

2017
Postretirement

Benefit Plan Assets
December 3 l,

20t'7

Asset Class (in millions) Asset Value % ofTotal Assets Asset Value o/o of Total Assets

Domestjc Equities

Intemational Equities

Fixed lrcome

Real Estate

Cash/Other

698.2

351 0

917.6

49.9

8 3.3

123%
16.2%

45.3%

2.3%

39%

96.0

3 9.8

117.5

9.2

J O.O -/o

15.2%

44.8yo

3A%

Total 2,t60.0 100.0% 262.s 100.0%

The categoization ofinvestments into the asset classes in the table above are based on definitions established by our Benefits Committee.

Fair Value Metsurements. The following table sets forth, by level within the fair value hierarchy, the Master Trust and other postretirement benefits
investment assets at fair value as ofDecember 3 1 , 20 1 8 and 20 I 7. Assets and liabilities are classified in their entirety based on tlre lowest level ofinput that is
significant to the fair value measurement. Total Master Trust and other postretirement benefits investment assets at fair value classified within Level 3 were

$ 86.1 rnillion and $9 8.9 million as of December 3 I , 201 8 and December 3I , 2017 , respectively. Such amounts were approximately 4Yo of the Master Trust
and other postretirement benefits' total investments as repofted on the statement ofnet assets available for benefi ts at fair value as of December 3 1 , 2 0 1 8 and
2017.
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Level I Measurements

Most common and prefened stocks are traded in active markets on national and intemational securities exchanges and are valued at closing prices on
the last business day ofeach period presented. Cash is stated at cost which approximates fairvalue, with the exception ofcasb held in foreign curencies
which fluctuates with changes in the exchange rates. Short-tenn bills and notes are priced based on quoted market values.

Level 2 Measurements

Most U.S. Govemment Agency obligations, mofigage/asset-backed securities, and corporate fixed income securities are generally valued by
benchmarking modelderived prices to quoted market prices and trade data for identical or comparable securities. To the extent that quoted prices are

not available, fair value is determined based on a valuation model that includes inputs such as interest rate yield curves and credit spreads. Securities
traded in markets that are not considered active are valued based on quoted market prices, broker or dealer quotations, or altemative pricing sources
with reasonable levels ofprice transparcncy. Other fixed income includes futures and options which are priced on bid valuation or settlement pricing.

Level 3 Measurenents

Private equity investment strategies include buy+ut, venture capital, growth equity, distressed debt, and mezzanine debt. Private equity investments
are held through limited partnerships.

Limited partnerships are valued at estimated fair market value based on their propofiionate share of the partnership's fair value as recorded in the
partnerships'audited financial statements. Partnership interests represent ownenhip interests in private equity funds and real estate funds. Real estate
partnerships invest in natural resources, commercial real estate and distressed real estate. Tbe fairvalue ofthese investments is determined by reference
to the funds' underlying assets, which are principally securities, private businesses, and r€al estate properties. The value of interests held in limited
partnerships, other than securities, is determined by the general partner, based upon third-party appraisals ofthe underlying assets, which include inputs
such as cost, operating results, discounted cash flows and market based comparable data. Private equity and real estate limited partnerships typically
call capital over a three to five year period and pay out distributions as the underlying investments are liquidated. The typical expected life ofthese
limited partnerships is 1 0-l 5 yean and these investments typically cannot be redeemed prior to liquidation.

Not ClassiJied

Cornningled funds that hold underlying investments that have prices which are derived from the quoted prices in active markets are not classified
within the fair value hierarchy. lnstead, these assets are measured at estimated fair value using the net asset value per share ofthe investments. The
funds'underlying assets are principally marketable equity and fixed income securities. Units held in commingled funds are valued at the unit value as

reported by the investment managers.

For the year ended December 3 I , 20 I 8, there were no significant changes to valuation techniques to determine the fair value of our pension and other
postretirement benefi ts' assets.
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FairValue Measurcments at December 31.2018:

(in millions)
Decernber 3 l,

2018

Quoted Prices in Active
Markets for

Identical Assets
(kvel 1)

(

Significant Other
Obsovable Inputs Q-or el 2)

Significant
Unobservable Inputs

(kvel3)
Pension plan assets:

Cash

Equity securities

U.S. equities

Fixcd income securitics

Govement

Corporate

Muflral Funds

U S multi-strategy

lntemational equities

Fixeri income

P rivate cquity limitcd partrerships

U.S. multi-strategY{ t )

Intcmational multi-strategy(l)

Dishessed opportunities

Rcal estate

Commingled fundst:)

Short-tem money markets

U-S. equities

Intemational equities

Fixed incomc

Pension plan assets subtotal

0492 88 S

0.20.2

250.2

442 8

I r0.3

43.2

166.8

18 5

ll )

2.4

527

18 3

245.2

t22 3

365 7

r,860 3

250.2

442.8

ll0 3

+l.z

166.8

329.3 693,4

18.5

125

2.4

527

86.1

Other postretirernent benefit plan assets:

Mutual funds

U-S equities

International equities

Fixed income

ComingJed fundsir)

Short-term money markets

U.S equities

684

t7 .5

114.8

5.2

t04

68.4

17.5

114.8

Other postretirement benefit plan assets
subtotal 216 3 200.7

Due to brokers, netla)

Accrued income/dividcnds

(l.l)
86 8.6

(l.l)

Total pension rnd other postretirement
beoefit Dlan assets 538.6 $ 692.3 86.1

(r) This clros includcs linited puherslripJfund of funds that invest itr a diverrc portfolio of private equity strategies, including buy-outs, venture growth
sibrations md scotrdary markets, primrily inside the United States.
€)ThisclcsincludeslimitedpartrershipJfundoffldsthatinvestindiverseportfo|ioofprivateequitystrategies,includingbuy.ou
and econdary mukets, primaily outside the United States.
(3) This class of investnents is measured at fair value using the net asset velue per share md has not been clasified in the fair value hierachy.

(a) This class represents pending trades witl brokers.
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Balmc€ at
(Sales) December3l,2018

Balanc€ at
January l,

2018

Tobl gains or
losses (urealizod

/rcalizod) Purchases

Distessed opportunities

24 07 (ll3) 18 s

(0 6) (6.0) t2 s

0,8) 2 4

(1E.0) 86.1

The table below sets forth a summery of unfunded semmiflaea[s, r,edemption frequency and redemption notice periods for certaia inveshents that are
measured at fair value using the net asset value per share for the year ended December 3 I , 20 I 8:

Redemption
Fair Value

989

Redemption Notice
Pqiod

Short-term money markes Daily I tlay

U.S. equities 255.6 Mon$ly 3 days

Int€rnational equiti€s ln3 Montbly lG30 days

Fixed ircome 365.7 Montlrly 3 days

s 767.1
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Fair Value Measurements at December 31. 2017:

Decernber 3 | ,

20t7

Quoted Prices in Active
Markets for Identical Asseb

[evel l)
Significant Other

Significant
Unobservable Inputs

(kvel3)(in millions)

Pension plan assets:

Cash

Equity securities

U.S. equities

Fixed income smurities

Govemment

Corporate

Mutual Funds

U.S multi-strategy

International equities

Fixed income

Privatc cquity limited partncrships

U. S. multi-strategY{ t t

Intcmational multi-stratcgy(2)

Distressed opportunities

Real Estate

Commingled fundsll)

S hort-term money markets

U.S. equities

lnternational equities

Fixed income

Observable Inputs (Lrvel 2)

9.7 $

0.3

143.4

552-O

23t.5

85.8

26.7

19.1

3.2

499

34.1

466.6

265.1

244.9

9.7 $

143.4

332.6

0.3

231.5

85.8

242.3

26.7

19 I

).2

49.9

Pension plan assets subtotal 2,155.2 569.6 416 0 98.9

Other postretir€ment benelit plan assets:

Mutual funds

U.S. equities

lntcmational equities

Iixed income

Commingled fundsr:)

Short-term money mfikets

U.S equities

83.8

39.8

t17.3

9.4

).2 2

83.8

39.8

I 17.3

Other postretirement benelit plan assets
subtotal 262.5 240 9

Due to brokers, net(a)

Accrued investrnent incomddividends

(2.s)

7.3

Total pension and other postretiremenl
benelit olan assets s 2,422.s $ 810.5 $ 476.0 $ 98.9
(r) This cls includes limited parhershipVfund of funds that invest in a diverse portfolio of privatc equity strategies, including venfure growth special
sihations ild scondary mdkets, primuily inside the United States.
c)Thisc|assincludeslimitedparmershipVfundoffndsthatinvestinadiverseportfolioofprivateequitystrategies'includingbuy-outs,venturecapil'
situations md secondary markets, primuily outside the United States.
6) This cls of investtrents is medured at fair value using lbe net asset value per sbare and has not b€en classified in the fair value hierachy.
(a) Tbis clas represents pending trades with brokers.
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The table below sets forth a summary ofchanges in the fair value ofthe Plan's Level 3 assets for the year ended December 3 I , 20 I 7:

Balance at

January 1,

2017

Total gains or
losses (unrealized

lrealizd) Purchases (Sales)

Balanc€ at
December 31,

2017

Fixed income secruities

Other fixed income

Private equity limited partrerships

U.S. multi-strategy

Intemational multi-strategy

Distess opportunities

Real estate

0.1

34.8

24.9

4.1

9,2

(0,1)

2.t

l.l
04

(0 6)

09

0.1

42.1

267

l9. t

49.9

S

(r1.1)

(7.0)

(l 3)

(0 8)

Total (20.2) $ 98.9

The table below sets forth a summary of unfunded commitments, redemption frequency and redemption notice periods for certain investments that are

measured at fair value using the net asset value per share for the year ended December 3 1, 20 I 7:

43 12973 1

(in millions) Fair Value
Redemption
Frequenry

Redemption Notice
Period

Commingled Funds

Shon-term moDey trwkets

U.S. equitic

International equities

Fixed income

43.5

478.8

265.r

244.9

Daily

Monthly

Monthly

Monthly

I day

3 days

l4-30 days

3 days

Total 1,032.3
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

Our Pension and Aher Poslretirement Benefit Plans'Funded Status and Relaled Disclosure. The following table provides a reconciliation ofthe plans'
funded status and amounts reflected in our Consolidated Balance Sheets at December 3 | based on a December 3 I measurement date:

Pension Benefits Other Postretirement Benefi ts

(in millions) 2017 2018 20172018

Change in projected benefit obligationtt)

Benefit obligatron at beginnurg of yer
Senice cost

Interest cost

Plan participmts' contributions

PIm amendments

Achraial (gair) toss

Settlement loss

Benefits paid

Estimated benefits paid by incuned subsidy

2,192.6 S

3r.3

67.r

0.2

(r03.9)

0.8

(206.8)

2,165 8 S

30.0

68.3

0.9

983

1.6

0723)

556.3 S

5.0

r7.6

l-/

0.1

(sr.7)

(11.1)

0.6

s29.0

4.8

17.8

5.1

l6
362

(3e 3)

05

Projected benefit obligation at end ofyear 1,981.3 S 2,192 6 $ 492.5 ))b J

Change in plan assets

Fair value of plan assets at begiming of year

Acn:al (loss) retum on plan assets

Employer contibutions

Plan panicipans' contributions

Benefits paid

2,t60.0 $

(E8.4)

2.9

(206.8)

I,750 9 $

299 |

282 3

(1'72.3)

262.5

(31.8)

21.0

5.',/

(41.1)

23t.4

JJ. I

31.6

J_ /

rlq 1\

Fair value of plan assets at end of year t,867.7 $ 2,160.0 $ 216.3 262.5

Funded Status at end ofyear (113.6) $ (32.6\ $ (276.2) (293 8l

Amounts recognized in the statement of
Iinancial position consist of:

Noncurent assets

Cunent liabilities

Noncurrent liabilities

(3.0)

(110.6)

98

(2.8)

(39.6)

(0.8)

(27s.4)

(0.7)

(2e3 l)
Net amount recognized at end ofyeai:) (r13.6) $ (32 6) $ (276.z',) (293.8)

Amounts recognized in accumulated other comprehensive income
or regulatory asset/liabi[qin3)

Umecogaized prior service credit $

Unrecoenized actuarial los s

3.2 S

76r.2

2.5 S

692.9

(re.0)

7s.3

Q3.t)
84.2

Net amount recognized at end of1'ear 764,4 $ 695.4 $ s6.3 $ 6l l
(l)ThechangeinbeneftobligationforPensionBenefitsrepIerntsthechangeinProjectedBenetobligation

represents the change in accumulated postretirement benefit obligation.
(2)weIecognizeourConmlidatedBalanceSheetsunderfundedandoverfundedstafsofourvaiousdefnedbeneftpostr€tiIementplans,measuredasthedifferencebeeenthefair
value of the plm rosets md the benefit obligation.

recordedregulatoryassetsandliabilitiesof$7983million and$0lmillion,respectively,asofDecember3l,20l8, and$7335million and$0.lmillion,respectively,asof
December 31,2017 that would otherwise have been recorded to accumulated other comprehensive loss.

Ouraccumulatedbenefitobligationforourpensionplanswas$l,965.6millionand$2,l70.4rnillionasofDecember3l,20l8 and,20lT,respectively.Tbe
accumulated benefit obligation as ofa date is the actuarial present value ofbenefits attributed by the pension benefit formula to employee sewice rendered
prior to that date and based on current and past compensation levels. The accumulated benefit obligation differs Aom the projected benefit obligation
disclosed in the table above in that it includes no assumptions about future compensation levels.

Our pension plans were underfirnded by$113.6 million atDecember 31,2018 compared to being underfunded, in aggregate, by$32.6 million at
December3l,2017.The decline in the funded status was due primarily to unfavorable asset retums offset by an increase in discount rates. We contributed
$2.9 million and $282.3 million to our pension plans in 201 8 and 2017, re spectively.
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ITEM 8. FINANCLAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

Our other postretirement benefit plans were underfunded by $276.2 million at December 3 1, 2018 compared to being underfunded by $293.8 million at
December 3 I , 20 I 7. The improvement in funded status was primarily due to employer contributions and an increase in discount rates, offset by unfavorable
asset retums. We contributed $2 1 .0 million and $3 1.6 million to our other postretirement benefit plans in 20 I 8 and 201 7, respectively.

No amounts ofour pension or other postretirement benefit plans' assets are expected to be retumed to us or any ofour subsidiaries in 20 I 8.

In20l8 nd20lT,someofourqualifiedpensionplanspaidlumpsumpayoutsinexcessoftherespectiveplan'ssewicecostplusinterestcost,thereby
meeting the requirement for settlement accounting. We recorded settlement charges of $ I 8.5 million and $ I 3.7 million in 201 8 and 201 7, respectively. Net
periodic pension benefit cost for 20 I 8 was increased by $3.0 million as a result ofthe interim remeasurement.

The following table provides the key assumptions that were used to calculate the pension and other postretirement benefits obligations for our various plans
as ofDecember 3 l:

Pension Benefib Other Postretirement Benefi ts

20 l8 20t7 20 18 20t7

Weighted-avera ge assumptions to Determine Benefi t Obligation

Di scount Rate

Rate of Compensation Increases

Health Care Trend Rates

Trend forNext Year

Ultimate Trend

Year Ultimate Trend Reached

4.260h

4.00o/o

3.58%

4.00%

4.31o

8.48%
4.50Y.

2026

3 67%

8.s2%

4.50%

2025

Assumed health care cost trend rates have a significant effect on the amounts reported for the health care plans. Aone-percentage-point change in assumed
health care cost trend Etes would have the followins effects:

(in millions) l% point increase 1% point decrease

Effect on service and interest components ofnet periodic cost

Effect on accumulated postretirement benefit obligation

l-t

25.0

$ (l.l)
(22.0)

We expect to make contributions of approximately $3.0 million to ourpension plans and approximately $20.6 million to ourpostretirement medical and life
plans in 201 8.
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The following table provides benefits expected to be paid in each ofthe next five fiscal years, and in the aggregate for the five fiscal years thereafter The
expected benefits are estimated based on the same assumptions used to measure ourbenefit obligation at the end ofthe yearand include benefits attributable
to the estimated future sewice of employees:

(in millions) Pension Benefits

Other
Postretirement

Benefits
Federal

Subsidy Receipts

Yea(s)

2019

2020

2021

2022

2023

2024-2028

177.4 $

t7 6.0

l7 6.s

t7 4.4

166.5

7 48.7

J+.J

35.0

5J. t

36.0

3 5.8

l7 1.8

0.5

0.5

0.5

04
0.4

t.7

The following table provides the components ofthe plans'actuarially determined net periodic benefits cost foreach ofthe three years ended December 31,
2018,2017 and 20 I 6:

Pension Benefits
Other Postretirement

Benefits

(in millions) 2018 2017 2016 201 8 20t7 2016

Components of Net Periodic Benefit Cos(t)

Service cost

Intercst cost

Expected retum on assets

Amortization ofprior service cost (credit)

Recognized actuarial loss

Settlement loss

30.0

6 8.3

(1423) (123.1)

(0.4) (0.7)

40.6 52.9

18.5 13 .7

31.3 $

67.1

307 $

89'7

(132.9)

(0.2)

61.2

s.0 $

r7.6
(r4.e)

(4.0)

3.8

4.8 $

17.8

(1s.e)

(4.4)

3.0

5.0

22.X

(17.2)

(4.e)

J-l

Total Net Periodic Benefits Cost 14.8 $ 4l.l $ 48.5 $ 7.s $ 5.3 S

(|)ServicecostispIesntedin,'operationandmaintenance..ontheStatementsofConmIidatedIncome(Loss).Noo.selvicecostcomPonentsarepresentedwiin

The following table provides the key assumptions that were used to calculate the net periodic benefits cost for our various plans:

Pension Benefits
Other Postretirement

Benefits

20r8 20t7 2016 2018 2017 2016

80

Weighted-avera ge Assumptions io Determine Net
Periodic Benefit Cost

Discount rate - service cost(l)

Discount rate - interest cost(l)

Expected Long-Term Rate ofRetum on Plan
Assets

Rate of satron lncrcases

3.79o/o

3J50h

7.000

4.|Do/o

4.40%

3.31%

7.25%

4.OOYI

4.24%

4.24%

8.00%

4.O0Yo

3.89Vo

3.270h

5.80%

4.s8%

3.48%

6.99%

433%
4.33%

735%

)lnJanuary20lT,wecbangedthemethoduwdtoestimatetheFniceandinierestcomponentsofnetperiodicboDefitcostforpensionandotherpostretirementbenefits.This

utilizingasingleweighted-averagediscountratederivedfromtheyie|dcurveusedtomeasurethebeneftobligatiorratthebeginning
nowutilizeafuIlyieldcureaPproachtoeStimatethesecomPonentsb
relevmt oroiected cash flows.
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We believe it is appropriate to assume a 7 .00%. and 5 .8 0% rate of retum on pen sion and other postretirement plan assets, respectively, for our calculation of
20l8pensionbenefitscost Tlreseratesareprimarilybasedonassetmixandhistoricalratesofretumandwereadjustedinthecunentyearduetoanticipated
changes in asset allocation and projected market retums.

The following table provides other changes in plan assets and projected benefit obligations recognized in other comprehensive income or regulatory asset or
liability:

Pension Benefits
Other Postretirement

Benefits

(in ndllions) 201 8 20t7 2018 20t1

Other Changes in PIan Assets and Projected Benefit Obligations Recognized in
Other Comprehensive Income or Regulatory Asset or Liability

Net prior sewice cost S

Net actuarial loss (gain)

Settlements

Less: amortization ofprior service cost

Less: amortization ofnet actuarial loss

0.2 $

127 -5

(18.s)

0.4

(40.6)

0.9 $

(76.1 )

(13.7)

0.7

(s2.e)

0.1 $

(s.0)

4.0

(3.8)

l.o

1 8.9

4.4

(3.0)

Total Recognized in Other Comprehensive Income or Regulatory Asset or
Liability $ (l4l.l) $ (4.7) $ 2l .969.0 $

Amount Recognized in Net Periodic Benefits Cost and Other Comprehensive
Income or Regulatory Asset or Liability $ 83.8 $ (r 00.0) $ 2.8 27.2

Based on a December 3 I measurement date, the net unrecognizcd actuarial loss, unrecognized prior service cost (credit), and unrecognized transition
obligation that will be amortized into net periodic benefit cost during 2019 forthe pension plans are $45.5 million, $0 2 million and zero, respectively, and

forotherpostretirement benefit plans are $2.4 million, $(3.2) million and zero, respectively.

12. Equity

We raise equity financing through a variety ofprograms including traditional common equity rssuances,ATM issuances and prefened stock issuances.As of
December 31,2018, we had 400,000,000 shares of common stock and20,000,000 shares of preferred stock authorized for issuance, of whiclr 372,363,656
shares ofcommon stock and 420,000 shares ofprefened stock are currently outstanding.

Holden ofshares ofour common stock are entitled to receive dividends when, as and ifdeclared by the Board out offunds legally available. The policy oi
the Board has been to declare cash dividends on a quarterly basis payable on or about the 20th day ofFebruary May,August and November. We have paid
quaterlycomnondividendstotaling$0.78,$0.70 and$0.64persharefortheyearsendedDecember3l,20l8,20lT and20l6,respectively.OurBoard
declared a quarterly corunon dividend of$0.20 per share, payable on February 20,2019 to holders ofrecord on February I l, 2019. We have certain debt
covenants which could potentially limit the amount ofdividends the Company could pay in order to maintain compliance with these covenants. Refer to
Note 14, "Long-Term Debt," for more information. As of December 3 l, 201 8, these covenants did not restrict the amount ofdividends that were available to
be paid.

Dividends paid to preferred shareholders vary based on the sedes ofprefened stock owned. Additional information is provided below. Holden ofour shares
of common stock are subject to the prior dividend rights of holders of our preferred stock or the depositary shares representing such preferred stock
outstanding, and iffull dividends have not been declared and paid on all outstanding shares ofpreferred stock in any dividend period, no dividend may be
declared or paid or set aside for payment on our common stock.

Common and preferred stock activitv for20l8 and2017 is described furtherbelow:
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ATM Program and Forward Sale Agreements. On May 3,2017, we entered into four separate equity distribution agreements, pursuant to which we were
able to sell up to an aggregate ofS500.0 million ofourcommon stock.

On November I 3, 20 1 7, under the ATM program, we executed a forward agreement, which allowed us to issue a fixed number ofshares at a price to be settled
in the future. On November 6,2018 the forward agreement was settled for$26.43 per share, resulting in$167.7 million of net proceeds. The equity
distribution agreements entered into on May 3,2017 expired December 3 1 , 201 8

On November l,2018, we entered into five separate equity distribution agreements, pursuant to which we may sell, from time to time, up to an aggreg te
of $500.0 million ofourcommon stock.

On December 6, 20 1 8, under the ATM program described immediately above, we executed a forward agreement which allows us to issue a fixed number of
shares at a price to be settled in the future. From December 6, 20 I 8 to December I 0, 20 I 8, 4,708,098 shares were borrowed from third parties and sold by the
dealerat aweighted averageprice of$26.55 pershare. We may settle this agreement in shares, cash, ornet shares by December6,20l9. Had we settled all the
shares under the forward agreement at December 3 I , 201 8, we would have received approximately $ | 24.8 million, based on a net price of $2 6.5 I per share.

As ofDecember 31, 2018, the ATM program (including the impacts ofthe aforementioned
equity available for issuance. The program expires on December 3 1 , 2020.

The following table summarizes our activity under the ATM program:

forward sales agreement) had approximately $309.4 million of

Year Ending December 3 I , 2018 2017 2016

Number ofshares issued

Average price per share

Proceeds, net offees (ir millions)

8,883,014

$ 26.85 $

$ 232.5 $

l,931 ,376
26.58 S -
3t4.7 S -

Private Placenrenl of ContmonStock.On May 4,2018,we completed the sale of24,964,163 shares of $0.01 parvalue common stock at a price of $24.28 per
share in a private placement to selected institutional and accredited investors. The private placement resulted in $606.0 million of gross proceeds or $599.6
million ofnet proceeds, afterdeducting commissions and sale expenses. The common stock issued in connection with the private placement was registered
on Form S-1, filed with the SEC on May I I , 2018.

Preferred Slock.On June 11,2018, we completed the sale of400,000 shares of5.650% SeriesAFixed-Rate Reset Cumulative Redeemable Perpetual
Preferred Stock (the "SeriesAPreferred Stock") at a price of $1,000 pershare. The transaction resulted in $400.0 million ofgross proceeds or$393.9 million
ofnet proceeds, after deducting commissions and sale expenses. The SeriesAPreferred Stock was issued in a private placement pursuant to SEC Rule 144A.
On December 13,2018, we filed a registration statement with the SEC enabling holders to exchange theirunregistered shares ofSeriesAPrefened Stock for
publicly registered shares with substantially identical terms.

Proceeds from the issuance ofthe Series A Preferred Stock were used to pay a portion ofthe notes tendered in June 20 1 8 and the redemption ofthe remaining
notes in July 201 8. See Note 14, "Long-term Debt" for additional information regarding the tender offer and redemption.

Dividends on the SeriesAPrefened Stock accrue and are cumulative from the date the shares ofSeriesAPreferred Stock were originally issued to, but not
includin g, June I 5, 2023 at a rate of 5.650% per annum of th e $ I ,000 liquidation preference per share. On and after Jun e 15,2023, dividends on the Series A
Prefened Stock will accumulate for each five year period at a percentage of the $ I ,000 liquidation preference equal to the five-year U.S. Treasury Rate plus
(i) in respect of each five year period commencing on or after June 15 , 2023 but before June I 5, 2 043, a spread of 2.843% (the "In itial Margin"), and (ii ) in
respect of each five yearperiod commencing on or after June 15,2043, the Initial Margin plus 1.000%. Tlre SeriesAPrefened Stock may be redeemed by us

at ouroption on June I 5, 2023,or on each date falling on the fifth anniversary thereafteq orin connection with a ratings event (as defined in the Cenificate of
Designation ofthe Series A Prefened Stock).

Holders ofSeriesAPrefened Stock generally have no voting rights, except for limited voting rights with respect to (i) potential amendments to our cefiificate
ofincorporation that would lrave a material adverse effect on the existing preferences, rights, powers or duties ofthe Series A Preferred Stock, (ii) the creation
or issuance ofany security ranking on a parity with the Series A Prefened
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Stock ifthe cumulative dividendspayable on then outstanding SeriesAPreferred Stock are in arrears, or(iii)the creation orissuance ofany security ranking
senior to the Series A Prefened Stock. The Series APrefened Stock does not have a stated maturity and is not subject to mandatory redemption or any sinking
fund. The Series A Prefened Stock will rcmain outstanding indefinitely unless repurchased or redeemed by us. Any such redemption would be effected only
out offunds legally available for such purposes and will be subject to compliance with the provisions ofour outstanding indebtedness.

On December 5, 2018, we completed the sale of20,000,000 depositary shares with an aggregate liquidation preference of$500,000,000 under the
Company's registration statement on Form S-3. Each depositary share represents l/1,000th ownership interest in a share ofour 6.500% Series B Fixed-Rate
Reset Cumulative Redeemable Perpetual Prefened Stock, liquidation preference $25,000 per share (equivalent to $25 per depositary share) (the "Series B
Preferred Stock).The transaction resulted in $500.0 million ofgross proceeds or$486.1 million ofnet proceeds, after deducting commissions and sale
expenses.

Dividends on the Series B Preferred Stock accrue and are cumulative from the date the shares ofSeries B Prefened Stock were originally issued to, but not
including, March 15, 2024 aa a rate of6.500% per annum ofthe $25,000 liquidation preference per share. On and after March 15, 2024, dividends on the
Series B Prefened Stock will accumulate for each five year period at a percentage ofthe $25,000 liquidation preference equal to the five-year U.S. Treasury
Rate plus (i) in respect of each five yearpetiod commencing on or after March 15,2024 but before March 15,2044, a spread of 3.632Vo (the "Initial Margin"),
and (ii) in respect of each five year period commencing on or afterMarch 15,2044, the Initial Margin plus 1.000%. The Series B Prefened Stock may be
redeemed by us at our option on March 15 ,2024, or on each date falling on the fifth anniversary thereafteS or in connection with a ratings event (as defined
in the Certificate ofDesignation ofthe Series B Preferred Stock).

On December 27, 20 1 8, we issued 20,000 shares of"Series B-1 Prefened Stock", par value $0.0 I per share, liquidation preference $0.0 I per share ("Series B-1
Preferred Stock"), as a distribution with respect to the Series B Prefened Stock. As a result, each ofthe depositary shares issued on December 5, 2018 now
represents a l/1,000th ownership interest in a share ofSeries B Prefened Stock and a 1/1,0001h ownenhip interest in a share ofSeries B-l Prefened Stock. The
Company issued the Series B-1 Prefened Stock to enhance the voting rights ofthe Series B Preferred Stock to comply with the minimum voting rights policy
of the New York Stock Exchange. The Series B-l Preferred Stock is paired with the Series B Preferred Stock and may not be transfened, redeemed or
repurchased except in connection with the simultaneous transfer, redemption orrepurchase ofa like numberofshares ofthe underlying Series B Prefened
Stock.

Holders ofSeries B Preferred Stock generally have no voting rights, except for limited voting rights with respect to (i) potential amendments to our certificate
ofincorporation that would have a material adverse effect on the existing preferences, rights, powers or duties ofthe Series B Preferred Stock, (ii) the creation
or issuance ofany security ranking on a parity with the Series B Prefened Stock ifthe cumulative dividends payable on then outstanding Series B Prefened
Stock are in arrears, or (iii) the creation or issuance ofany security ranking senior to the Series B Preferred Stock. Ir addition, ifand whenever dividends on
any shares of Series B Prefened Stock shall not have been declared and paid for at least six dividend periods, whether or not consecutive, the number of
directon then constituting our Board of Directors shall automatically be increased by two until all accumulated and unpaid dividends on the Series B
Preferred Stock shall have been paid in full, and the holders of Series B-l Prefened Stock, voting as a class together with the holden of any outstanding
securities ranking on a parity with the Series B-l Prefened Stock and having like voting rights that are exercisable at the time and entitled to vote thereon,
shall be entitled to elect the two additional directors. The Series B Prefened Stock does not have a stated maturity and is not subject to mandatory redemption
or any sinking fund. Tbe Series B Prefened Stock will remain outstanding indefinitely unless repurchased or redeemed by us. Any such redemption would be
effected only out offunds legally available for such purposes and will be subject to compliance with the provisions ofour outstanding indebtedness.

13. Share-Based Compensation

Ourstockholdersmost recently approved the NiSource Inc.20l0 Omnibus Incentive Plan ("Omnibus Plan") at theAnnual Meeting ofStockholders held on
May 12,2015. The Omnibus Plan provides for awards to employees and non-employee directors ofincentive and nonqualified stock options, stock
appreciation rights, restricted stock, restricted stock units, performance shares, performance units, cash-based awards and other stock-based awards and
supersedes tlre long-term incentive plan approved by stockholders on April 13,1994 ("1994 Plan") and the Director Stock Incentive Plan ("Director Plan").
The Omnibus Plan provides that the number ofshares ofcommon stock ofNiSource available for awards is 8,000,000 plus the number ofshares subject to
outstanding awards that expire or terminate for any reason that were granted under either the 1 994 Plan or the Director Plan, plus the number of shares that
were awarded as a result of the Separation-related adjustments (discussed below).AtDecember 31, 2018, there were3,793,557 shares reserved for future
awards under the Omnibus Plan.
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We recognized stock-based employee compensation expense of $15.2 million, $15.3 million and $15.1 million, during 2018, 2017 arrd 2016, respectively,
as well as related tax benefits of $3.7 million, S5.9 million and $5.8 million, respectively. Additionally, we adopted ASU 2016-09 in the third quarter of
201 6. We recognized related excess tax benefits from the distribution of vested share-based employee compensation of $ 1 .0 million, $4.4 million and $ 7.2
million in 2018,2017 and 2016, respectively.

As ofDecember 31,2018, the total remaining unrecognized compensation cost related to non-vested awards amounted to $16.6 million, which will be
amortized over the weighted-average remaining requisite service period of I .7 years.

Reslricled Stock Unils and Restricled Stock.In 201 8, we granted I 5 8,689 restricted stock units and shares of restricted stock to employees, subj ect to serv ice
conditions. The total grant date fair value ofthe restricted stock units and shares ofrestricted stock was $3.5 million, based on the average market price ofour
cortmon stock at the date ofeach grant less the present value ofany dividends not received during the vesting period, which will be expensed over the
vesting period which is generally three years. As ofDecember 31, 2018, 154,799 non-vested restricted stock units and shares ofrestricted stock granted in
2018 were outstanding as ofDecember3l,2018.

Restricted stock units and shares ofrestricted stock granted to employees in 2017 and2016 were immaterial.

If an employee terminates employment before the sewice conditions lapse under the20l6,20l7 or20l8 awards due to (1) Retirement or Disability (as

defined in the award agreement), or (2) death, the service conditions will lapse on the date of such termination with respect to a pro rata portion of the
restricted stock units and shares ofrestricted stock based upon the percentage ofthe service period satisfied between the grant date and the date ofthe
termination ofemployment. In the event ofa change in control (as defined in the award agreement), all unvested shares ofrestricted stock and restricted stock
units awarded will immediately vest upon termination ofemployment occuning in connection with a change in control. Termination due to any otherreason
will result in all unvested shares ofrestricted stock and restricted stock units awarded beins forfeited eflective on the emplovee's date oftermination.

(shares)
Restricted Stock

Units

Weighted Average
Award Date Fair

Value Per Unit ($)

Non-vested at December 3 l, 2017

Granted

Forfeited

Vested

698,126

r 5 8,689

(6,890)

(671 ,247)

15.09

21.94

21.42

14.9r

Non-vestcd at December-3 1. 2018 178,678 2r.82

Performance Shares. In 2018, we awarded 514,338 perfbrmance shares subject to service, perficrrnance and market conditions. The service conditjons for
these awards lapse on February 26,2021 . The performance period for the awards is the period beginning January l, 20 I 8 and ending Decemb er 3l ,2020.The
performance conditions are based on the achievement ofone non-GAAP financial measure and additional operational measures as outlined below.

The financial measure is cumulative net operating eamings per share C'NOEPS), which we define as income from continuing operations adjusted for certain
unusual or non-recurring items. The number ofcumulative NOEPS shares determined using this measure shall be increased or decreased based on our relative
total shareholder retum, a market condition which we define as the annualized groMh in dividends and share price of a share of our common stock
(calculated using a20 trading day average ofourclosing price beginning on December3l,2017 and, ending on December 31,2020) compared to the total
shareholder retum of a predetermined peer group of companies. A relative shareholder retum result within the first quartile will result in an increase to the
NOEPS shares of 25Y" while a relative shareholder retum result within the fourth quartile will result in a decrease of 25%. AMonte Carlo analysis was used to
value the portion ofthese awards dependent on market conditions The grant date faitvalue oftbe awards was $9.2 million, based on the average market price
ofNiSourcet common stock at the date ofeach grant less the present value ofdividends not received during the vesting period which will be expensed over
the three year requisite service period. As ofDecember 3 | ,2018,405,255 ofthese non-vested performance shares granted in 20 I 8 remained outstanding.

Ifa threshold level ofcumulative NOEPS financial performance is achieved, additional opeiational measures which we referto as the customervalue index,
which consists offive equally weighted areas offocus including safety, customersatisfaction, financial, culture and environmental apply. Each area oflocus
represents 20% ofthe customer value index shares and the targets for all areas must be met for these awards to be eligible for 100% payout ofthese awards.

Individual payout percentages for these shares may
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range from 0%t00% as determined by the compensation committee in its sole discretion. Due to this discretion, these shares are not considered to be granted
underASC 718. The service inception date fairvalue ofthe awards was $2.4 million, based on the closing market price ofour common stock on the service
inception date ofeach award. This value will be reassessed at each reporting period to be based on ourclosing market price ofourcommon stock at the
reporting period date with adjustments to expense recorded as appropriate. As ofDecember 31, 2018, 93,522 of these awards that were issued in 2018
remained outstanding. The service conditions for these awards lapse on February 2 8, 2021 .

|n2017, we granted 660,750 performance shares subject to sewice, performance and market conditions. The grant date fair value of the awards was $12.9
million, based on the average market price ofour common stock at the date ofeach grant less the present value ofdividends not received during the vesting
period which will be expensed over the three year requisite service period. The performance conditions are based on achievement ofnon-GAAP financial
measures similar to those discussed above: cumulative net operating eamings per share for the three-year period ending December 3 1, 2019 and relative total
shareholderretum(calculatedusinga20tradingdayaverageofourclosingpricebeginningonDecember3l,20l6andendingonDecember3l,20l9).Asof
December3l,20l8,579,292 non-vested performance shares granted in20l7 remained outstanding. The sewice conditions forthese awards lapse on

February 28,2020-

In 2016, we granted 647,305 performance shares subject to service, performance and market conditions. The grant date fairvalue ofthe awards was $12.6
million, based on the average market price ofour common stock at the date ofeach grant less the present value ofdividends not received during the vesting
period which will be expensed overthe three year requisite service period. Similar to the above grants, perfomance conditions forthese awards are based on
achievement ofcertain non-GAAP financial measures: cumulative net operating eamings per share forthe three-yearperiod ending December 31,2018 and

relative total shareholder retum (calculated using a 20 trading day average ofour closing price beginning on December 3 1, 201 5 and ending on December
3i,2018).As ofDecember3l,2018,556,649 non-vested performance shares granted in 2016 remained outstanding. The service conditions forthese awards
lapse on February 28,2019.

(shares)
Performance

Awards

Weighted Average
Grant Date Fair

Value PerUnit (S)(t)

Non-vested at December 3 1,201 7

Granted

Forfeited

Vested

l,184,773

514,338

(64,3e3)

19.52

22.5r

26.79

Non-vested at December 3 l. 2018 r,634,718 20.45
(r20 

1 8 performance sbues awarded based on the customer value index are included at reporting date fair value il these awards have not been grmted under ASC 7 I 8 as discussed
above

No n-employee Director Awards. As of May I 1 , 2 0l 0, awards to non-employee directors may be made only under the Omnibus Plan. Currently, restricted
stock units are granted annually to non-employee directors, subject to a non-employee director's election to deferreceipt ofsuch restricted stock unit award.
The non-employee director's annual award ofrestricted stock units vest on the first anniversary ofthe grant date subject to special pro-rata vesting rules in
the event ofretirement or disability (as defined in the award agreement), or death. The vested restricted stock units are payable as soon as practicable
following vesting except as otherwise provided pursuant to the non-employee director's election to defer. Certain restricted stock units remain outstanding
frorn the Director Plan. Ail such awards are fully vested and shall be distributed to the directors upon their separation from the Board.

As of December 3 I , 201 8, 142,414 restricted stock units are outstanding to non-cmployee directors under either the Omnibus Plan or the Director Plan. Of
this amount, 53,422resticted stock units are unvested and expected to vest.

401(k) Match, Profit Sharing and Company Conlribulion We have a voluntary 401ft) savings plan covering eligible employees that allows for periodic
discretionary matches as a percentage of each participant's contributions payable in cash lor nonunion employees and generally payable in shares of
NiSource common stock for union employees, subject to collective bargaining. We also have a rctirement savings plan that provides for discretionary profit
sharing contributions similarly payable in cash or shares ofNiSource common stock to eligible employees based on eamings results; and eligible employees
hired after January 1 , 2 0 I 0 receive a non-elective company contribution o f 3 % of eligible pay similarly payable in cash or shares of NiSource common stock.
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For the years ended December 3 l, 20 1 8, 2017 and 2016,we recognized 40 I ft) match, profit sharing and non-elective contribution expense of$37.6 million,
$37.6 million and $32.3 million, respectively.



Exhibit No.403
Attachment A

Page 'l16 of 160
Wtness: P.R. Moul

Table ofContents
NISOURCE INC.
Notes to Consolidated Financial Statements

ITEM 8. FINANCIAL STATEMENTS A).JD SUPPLEMENTARY DATA (continued)

14, Long-Term Debt

Our long-term debt as of December 3 l, 2018 and20l7 is as follows:

Outstanding balance as of
December31. iz

milliors)Maturity as of December 31, Weighted average
inter€st rate (%)

NiSource

NiSource

NiSouce

NiSource

NiSource

NiSource

NiSource

NiSouce

NiSouce

NiSource

NiSouce

NiSorrce

NiSource

NiSource

NiSource

NiSource

NiSource

NiSource

NiSource

March 2018

January 2019

September 2020

December 2021

March2022

November 2022

February 2023

June 2023

November 2025

May 2021

December 2027

December 2M0

June 2041

Februwy 2042

February 2043

February 2044

February 2045

May 2047

March 2048

6.40%

6.80%

5.45%

4.45%

6.t3%

2 65%

3 85%

3 65%

5.89%

3 49%

6 78%

6.25%

5.95%

5 80%

525%

4 80%

5 65%

4.38%

3 95%

215.1

5l) |

63.6 63 6

I 80,0

500.0 500 0

250.0 250 0

3s0.0

26s.0 265 0

1,000.0 1,000 0

3.0 30

250.0 250.0

400.0 400 0

250.0 250,0

500.0 500.0

750.0 750 0

s00.0 500 0

l,oo0.0 1,000 0

750.0 750,0

Total senior notes ,. ,;.;"..'.: $ 6.831.6 $ 7.5t69

Medium tem notes:

NiSource

NIPSCO

Columbia of Massehusetts

Apil2022toMay 2027

August 2022 to August 2027

December 2025 to February 2028

7 99%

1.61%

6.30Yo

49.0

68.0

40,0

$ 49.0 $

68.0

40.0

Total medium term notes $ 157.0 $ 157.0

Capital leases:

NIPSCO

NiSource Corporate S ervices

Columbia of Ohio

Columbia of Virginia

Columbia of Kentucky

Columbia of Pemsylvmia

Columbia of Musrchusetts

May 2018

January 2019 to October 2022

October 202 I to June 2038

July 2029 to Decembq 2037

May 2027

August 2027 to June 2036

December 2033 to November 2043

3.9s%

3.68%

6.33%

7.12Vo

3.79%

5.42%

5 48%

$ 3.8

t.4

88.5

>.2

0.4

3 1.0

228

tr.6

91.5

15.2

0.3

30.0

45.7

Total epital lmes 153.1

Pollution contol bonds - NIPSCO April2019 5.85% 41041.0

Unamortized issuance costs and discounts (68.s) $ (71.s)

Total Long-Term Debt $ 7,1ss.4 $ 7,796.s
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Details of our 2018 long-term debt related activity are summarized below:

. On March 15, 2018, we redeemed $275.1 million of 6.40% senior unsecured notes at maturity.

' In June 20 I 8, we executed a tender offer for $209.0 million of outstanding notes consisting of a combination of our 6.8 0% notes due 2019 , 5.45%
notes due 2020, and'6.125o/o notes due 2022.In conjunction with the debt retired, we recorded a $12.5 million loss on early extinguishment oflong-
term debt, primarily attributable to early rcdemption premiums.

' On June 11, 2018, we closed our private placement of$350.0 million of3.657o senior unsecured notes maturing in 2023 which resulted in
approximately $346.6 million ofnet proceeds after deducting cornrnissions and expenses. We used the net proceeds from this private placement to
pay a portion ofthe redemption price for the notes subject to the tender offer described above.

' kt July 201 8, we redeemed $ 5 5 1 .I million of outstanding notes representing the remainder of our 6.80% notes due 2019,5 A5% notes due 2020 and
6.125% notes due 2022. During the third quarter of20l8, we recorded a $33.0 million loss on early extinguishment oflong-term debt, primarily
attributable to early redemption premiums.

Details of our 201 7 long-term debt related activity are summarized below:

' On March 27,2017 ,we redeemed $30.0 million of 7 .86% and $2.0 million of 7.85% medium-term notes at maturity.

. OnApril 1,2017, we redeemed $12.0 million of7.82%, $10.0 million of7.92Vo, $2.0 million of7.93% and$1.0 million of7.94% medium-term
notes at maturity.

' OnMay22,20lT,weclosedourplacementof$2.0billioninaggregateprincipalamountofourseniornotes,comprisedof$l.0billion of3.49%
senior notes dte 2027 and $ I .0 billion of4.3 7502 senior notes due 2047 . Related to this placement, we settled $950.0 million of aggregate notional
value forward-starting interest rate swaps, originally entercd into to mitigate interest risk associated with the planned issuance ofthese notes. Refer
to Note 9, "Risk Management Activities," for additional information.

' During the second quarter of20l7, we executed a tender offer for$990.7 million ofoutstanding notes consisting ofa combination ofour6.40%
notes due 2018,6.80% notes due 2019,545% notes due 2020,and6.125%onotesdte2022,Il conjunction with the debt retired, we recorded a

$ I I 1.5 million loss on early extinguishment of long-term debt, primarily attributable to early redemption premiums.

. On June 12, 201 7, NIPSCO redeemed $22.5 million of 7.59% medium-term notes at maturity.

. On July I, 201 7, NIPSCO redeemed $55.0 million of 5.70% pollution control bonds at maturity.

. On August 4, 201 7, NIPSCO redeemed S5.0 million of 7 .02Vo medium-term notes at matudty.

. On Septemb er 14, 2017 , we closed our placement of $75 0.0 million of 3.95% senior notes due 2048. Related to this placement, we settled $ 75 0.0
million of aggregate notional value treasury lock agreements, originally entered into to mitigate the interest risk associated with the planned
issuance of these notes. Refer to Note 9, "Risk Management Activities," for additional information.

. On September 15, 20 I 7, we redeemed $2 10.4 million of 5.2 5 % senior unsecured notes at maturity.

. On November 17 ,2017 ,we closed our placement of $500.0 million of 2.65% senior notes due 2022 to repay a $500.0 million variable-rate term loan
due March 29,2019. Related to this placement, we settled $250.0 million of aggregate notional value treasury lock agreemgnts originally entered
into to mitigate the interest risk associated with the planned issuance ofthese notes. Refer to Note 9, "Risk Management Activities," for additional
infonnation.

See Note l8-d "Contractual Obligations," for the outstanding long-term debt maturities at December 3 l, 2018.

Unamortized debt expense, premium and discount on long-term debt applicable to outstanding bonds are being amortized over the life ofsuch bonds.

We are subject to a financial covenant under our revolving credit facility which requires us to maintain a debt to capitalization ratio that does not exceed
70%. A similar covenant in a 2005 private placement note purchase agreement requires us to maintain a debt to capitalization ratio that does not exceed
75%. As of December 3 I , 201 8, the ratio was 6l .4Yo.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

We are also subject to certain other non-financial covenants under the revolving credit facility. Such covenants include a limitation on the creation or
existence of new liens on our assets, generally exempting liens on utility assets, purchase money security interests, preexisting security interests and an

additional subset of assets equal to $ I 50 million. An asset sale covenant generally restricts the sale, conveyance, lease, transfer or other disposition of our
assets to those dispositions that are for a price not materially less than fair market of such assets, that would not materially impair our ability to perform

obligations under the revolving credit facility, and that together with all other such dispositions, would not have a material adverse effect. The covenant also

restricts dispositions to no more than 100% ofourconsolidated total assets on December 31,2015. The revolving credit facility also includes a cross-default
provision, which triggen an event ofdefault underthe credit facility in the event ofan uncured payment default relating to any indebtedness ofus orany of
our subsidiaries in a principal amount of $50.0 million or more.

Our indentures generally do not contain any financial maintenance covenants. However, our indentures are generally subject to cross-default provisions
ranging from uncured payment defaults of$5 million to $50 million, and limitations on the incunence ofliens on our assets, generally exempting liens on

utility assets, purchase money security intercsts, preexisting security interests and an additronal subset ofassets capped atl0o/o of our consolidated net
tangible assets.

15. Short-Term Borrowings

We generate sbort-term bonowings from our revolving credit facility, commercial paper program, letter ofcredit issuances, accounts receivable transfer
progmms and term loan borrowings. Each of these borrowing sources is described furtherbelow.

We maintain a revolving credit facility to fund ongoing working capital requirements, including the provision of liquidity support for our commercial paper
program, provide for issuance ofletters ofcredit and also for general corpomte purposes. Our revolving credit facility has a program limit of $ L85 bi lion and

is comprised ofa syndicate ofbanks led by Barclays. At December 3 1, 20 I 8 and 20 1 7, we had no outstanding borrowings under this facility.

Ourcommercial paperprogram has aprogramlimit of up to $1.5 billion with a dealergroup comprised of Barclays, Citigroup, Credit Suisse and Wells Fargo.

At December 3 I , 201 8 and 2017 ,we had $978.0 million and $869.0 million, respectively, of commercial paper outstanding.

As ofDecember 31,2018 and 2017, we had issued $10.2 million and $11.1 million ofstand-by letters ofcredit, respectively. All stand-by letten ofcredit
were under the revolving credit facility.

Transfers ofaccounts receivable are accounted for as secured bonowings resulting in the recognition ofshort-term borrowings on the Consolidated Balance
Sheets in the amount of $3 99.2 million and $3 36.7 million as of December 3 1 , 201 8 and 20 I 7, respectively. Refer to Note I 7, "Transfers of Financial Assets,"

for additional informati on.

On April I 8, 20 | 8, we entered into a multiple{raw $600.0 million term loan agreement with a syndicate of banks led by MUFG Bank, Ltd. The term loan
Datures April I 7, 2019, al which point any and all outstanding borrowings under the agreement are due. Interest charged on borrowings depends on the
variable rate structure we elected at tbe time of each bonowing. Under the agreement, we borrowed an initial tranche of $ 150.0 million on April I 8, 201 8 wth
an interest rate ofLIBOR plus 50 basis points and a second tranche of$450 0 million on May 3 1,201 8 with an interest rate ofLIBOR plus 55 basis points.

Short-term bonowings were as follows:

At December 3l , (in millions) 2018 2017

Commercial Paper wcightcd avcrage intcrcst rate of 2.960/o and 197o/o at Dcccmbcr 31. 2018 and 2017,
respectively.

Accounts receivable securitization facility bonowings

Term loan weighted-average interest rate of 3.07o/o at December 3 I , 20 I 8

978.0

399.2

600.0

869.0

336.7

Total Short-Term Borrowings 1,977.2 |,205.7

Other than for the term loan and certain commercial paper borrowings, cash flows related to the bonowings and repayments ofthe items listed above are

presented net in the Statements ofConsolidated Cash Flows as their maturities are less than 90 days.
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16. Fair Value

A. Fair Value Measurements

Recurring Fair Value Measurements . The following tables present financial assets and liabilities measured and recorded at fair value on our Consolidated
BalanceSheetsonarecurringbasisandtheirlevelwithinthefairvaluehierarchyasofDecember3l,20l8andDecember3l,20lT:

Recurring Fair Value Measurements
December 31, 2018 (in ndllions)

Quoted Prices
in Active Markets Significant Other
for Identical Assets Observable Inputs

(Level l) (Level 2)

Significant
Unobsewable

krputs
(Level 3)

Balance as of
December3l,2018

Assets

Risk management assets

Available-for-sale securities

24.0 $

l3 8.3

24.0

138.3

Total 162.3 $ 162.3

Liabilities
Risk management liabilities )1./ S 5t.7

Total s 51.7 $ st.7

Recuning Fair Value Measurements
December 31,2017 (in nillions\

Quoted Prices
in Active Markets Significant Other
forldenticalAssets Observablellputs

(Level l) (Level 2)

Significant
Unobservable

Inputs
(Level 3)

Balance as of
December31,2017

Assets

Risk management assets

Available-for-sale securities

2t.1 $

r33.9

21.1

r33.9

Total 155.0 $ 155.0

Liabilities
Risk manasement I iabilities 7 t.4 03 7 t.7

Total 71.4 71.7

Risk management assets and liabilities include interest rate swaps, exchange-traded I\M\4EX futures and I\mvIEX options and non€xchange-based forward
purchase contracts. When utilized, exchange-traded derivative contracts are based on unadjusted quoted prices in active markets and are classified within
Level L These financial assets and liabilities are secured with cash on deposit with the exchange; tlrerefore, nonperformance risk has not been incorporated
into these valuations. Certain non<xchange-traded derivatives are valued using broker or over-the<ounte! on-line exchanges. In such cases, these non-
exchange-traded derivatives are classified within Level 2. Non<xchange-based derivative instruments include swaps, forwards, options and treasury lock
agrcements. In certain instances, these instruments may utilize models to measure fair value. We use a similar model to value similar instruments. Valuation
models utilize various inputs tbat include quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar assets or
liabilities in markets that are not active, other observable inputs for the asset or liability and market+onoborated inputs, (i.e., inputs derived principally from
orcorroborated by obsewable market databy correlation orothermeans). Where observable inputs are available forsubstantially the full term ofthe asset or
liability, the instniment is categorized within Level 2. Certain derivatives trade in less active markets with a lower availability of pricing information and

models may be utilized in the valuation. When such inputs have a significant impact on the measurement of fair value, the instrument is categorized within
Level 3. Credit risk is considered in tlre fair value calculation ofderivative instruments that are not exchanqe-traded. Credit exposures are adiusted to reflect
collateral agreements which reduce exposures. As of

03
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December 3 1, 20 1 8 and 20 I 7, there were no material transfers between fair value hierarchies. Additionally, there were no changes in the method or significant
assumptions used to estimate the fair value of our financial instruments.

We have entered into forward-starting interest rate swaps to hedge the interest rate risk on coupon payments offorecasted issuances oflong-term debt. These

derivatives are designated as cash flow hedges. Credit risk is considered in the fair value calculation ofeach agreement. As they are based on observable data
and valuations ofsimilar instruments, the hedges are categorized within Level 2 ofthe fair value hierarchy. There was no exchange ofpremium at the initial
date of the swaps and we can settle the contracts at any time. For additional information, see Note 9, "Risk Management Activities."

MPSCO has entered into long-term forward natural gas purchase instruments that range from five to ten years to lock in a fixed price for its natural gas

customers. We value these contracts using a pricing model that incorporates market-based information when available, as these instruments trade less

frequently and are classified with in Level 2 of the fair value hierarchy. For additional information see Note 9, "Risk Management Activities."

Available-for-sale securities are investments pledged as collateral for trust accounts related to our whollyowned insurance company. Available-for-sale
securities are included within "Other investments" in the Consolidated Balance Sheets. We value U.S. Treasury, corporate debt and mortgage-backed
securities using a matrix pricing model that incorporates market-based information. These securities trade less frequently and are classified within Level 2.

Total unrealized gains and losses from available-for-sale securities are included in othercomprehensive income. The amortized cost, gross unrealized gains
andlossesandfairvalueofavailable-for-salesecuritiesatDecember3l.20l8and20lTwere:

December 31, 2018 (in milliorts)
Amortized

Cost

Gross
Unrealized

Gains

Gross
Unrealized

Losses Fair Value

Available-for+ale securities

U.S. Treasury debt securities

Corporate/Other debt securiti es

23-6

1t7.7

(0.1) $

(3.4)

z5.o

114;l
0.1

0.4

Total t41.3 0.5 $ (3.s) $ r38.3

December 31, 2017 (in millions)
Amortized

Cost

Gross
Unrealized

Gains

Gross
Unrealized

Losses Fair Value

Ava ilable-for+ale securities

U.S. Treasury debt securities

Comorate/Oth er debt securities

26.9

106.8

$

0.9

(0.1) $

(0.6)

26.8

t 07.1

Total r33.7 0.9 $ (0.7) $ 133.9

Realized gains and losses on available-for-sale securities were immaterial for the year<nded December 3 I , 20 I 8 and 20 I 7.

The cost ofmaturities sold is based upon specific identification. At December 31, 2018, approximately $2.9 million ofU.S. Treasury debt securities and
approximately $2.7 million ofCorporate/Other debt securities have maturities of less than a year.

There are no material items in the fair value reconciliation ofLevel 3 assets and liabilities measured at fair value on a recurrins basis for the vears ended
December 3 l, 20 I 8 and 201 7.

Non-recurring Fair Value Meosurements. There wereno significant non-recurring fair value measurements recorded during the twelve months ended
December 3 1,201 8.

B. Other Fair Value Disclosures for Financial Instruments. The carrying amount ofcash and cash equivalents, restricted cash, notes receivable,
customer deposits and short-term bonowings is a reasonable estimate offair value due to their liquid or short-term nature. Our long-term bonowings are

recorded at historical amounts.

The following method and assumptions were used to estimate the fairvalue of each class olfinancial instruments.

Long-term debt. The fair value of outstanding long-term debt is estimated based on the quoted market prices for the same or similar securities. Certain
premium costs associated with the early settlement oflong-term debt are not taken into consideration
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in determining fair value. These fair value measurements are classified within Level 2 ofthe fair value hierarchy. For the years ended December 3 I , 20 1 8 and
20 1 7, there was no change in the method or significant assumptions used to estimate the fair value oflong-term debt.

The carrying amount and estimated fairvalues ofthese financial instruments were as follows:

At December 3 1, (in millions)

Carrying
Amount

2018

Estimated
Fair Value

2018

Carrying
Amount

20t7

Estimated
FairValue

20t7

Long-term debt (including cunent portion) 7,155.4 7,2283 $ '7,796.5 8,603.4

17. Transfers ofFinancial Assets

Columbia ofOhio, NIPSCO and Columbia ofPennsylvania each maintain a receivables agreement wbereby they transfer their customer accounts receivables
to third party financial institutions through wholly-owned and consolldated special purpose eDtities. The three agreements expire between March 2019 and
October 20 I 9 and may be further extended ifmutually agreed to by tbe parties thereto.

AII receivables transfened to third parties are valued at face value, which approximates fair value due to their short-term nature. The amount ofthe undivided
percentage ownership interest in the accounts receivables transferred is determined in part by required loss reserues under the agreements.

Transfers ofaccounts receivable are accounted for as secured bonowings resulting in the recognition ofshort-term bonowings on the Consolidated Balance
Sheets. As ofDecember 3 1, 20 I 8, the maximum amount ofdebt that could be recognized related to our accounts receivable programs is $455.0 million.

The following table reflects the gross receivables balance and net receivables transferred as well as short-term bonowings related to the securitization
transactions as ofDecember 3 1 ,2018 and 2017 :

At December 3l , (in millions) 201 8 20t7

Gross Receivables

Less: Receivables not transferred

$ 694.4 $

295.2

63 5.3

298.6

Net receivables transferred $ 399.2 $ JJO./

Short-term debt due to asset secuitizatton $ 399.2 $ 336.7

During 2018 and2017, $62.5 million and526.7 million, respectively, was recorded as cash flows from financing activities related to the change in short-term
bonowings due to securitization transactions. Fees associated with the securitization transactions were $2.6 million, $2.5 million and $2.3 million for the
years ended December 3 l, 20 18,2017 and 20 I 6, respectively. We remain responsible for collecting on the receivables securitized and the receivables cannot
be transferred to another party.
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.d Contractual Obligations. We have certain contractual obligations requiring payments at specified periods. The obligations include long-term debt,
Iease obligations, energy commodity contmcts and obligations for various services including pipeline capacity and outsourcing ofIT sewices. The total
contractual obligations in existence at December 3 1, 20 I 8 and their maturities were:

(tu nilliots) Toml 20t9 2021 2022 ?023 After

Long-tem debt (r )

Capital leasese)

lnterest payments on long-tcrm debt

Operating leasescl

Encrgy commodity contlacts

Service ob)igations:

Pipeline service obligatior s

IT service obligations

Other sewice obligations

Odrer liabilities

$ 7,029.6

322 4

6,3tt 7

459

| 54.3

3,566.7

211.0

86.7

$

225

3l 8,6

73

5 5.1

48'7 1

60.0

436

63.6 S

226

3t8.6

6t

450 5

47 1

96

5300 s

22.1

315.0

4.2

437 .5

3 5,6

600.0 $

t9 8

289 0

2.8

260.8

5,795.0

2)2 4

4,',l 50.7

14.5

1,337 9

4t.0

230

3 19.8

ll0
992

592 3

6 8.3

33 5

242

Toial conll achral oblisations s t1 ,7 52.5 $ 1,2 r 2.3 994.8 $ 918.1 $ |,344 4 12,1 10.5
(r) Long-term debt balance excludes unmortized issuance costs and dircouns of S68-5 million
(2) Capital lease payments sbou above are inclusive ofinterest totaling $l 14.6 million.
(r)oPeratinglearbalancesdonotinc|udeamountsforfeetIeasesthatcanberenewedbeyondtheinitialleart€rm.TheCompanyaticipatesrenewingeleascs

term, but the anticipated payments assciated wirh the renewals do not mcet the definitjon of expected minimum lease payments and therefore are not included above. Expcctcd
paymentsare $26 7 million in2019,$22.4 million in2020, $16 6 million in2021,$12 3 million in 2022,59.3 million in 2023 and $8.8 million thereafter.

Operating ond Capital Lease Commitments. We lease assets in several areas of our operations including fleet vehicles and equipment, rail cars for coal
delivery and cefiain operations centers. Payments made in connection with operating leases were $49.1 million in 2018, $49.5 million in20l7 and $52.0
million in 2016, and are primarily charged to operation and maintenance expense as incurred. Capital lease assets and related accumulated depreciation
included in the Consolidated Balance Sheets were $213.9 million and $37.1 million atDecember 31.2018. and $171.2 million and 532.4 million at
December 3 l, 20 I 7, respectively.

Purchase and Senice Obligations. We have entered into various purchase and service agreements whereby we are contractually obligated to make certain
minimum payments in future periods. Our purchase obligations are for the purchase ofphysical quantities ofnatural gas, electricity and coal. Our service
agreements encompass a broad range ofbusiness support and maintenance functions which are generally described below.

Our subsidiaries have entered into various energy commodity contracts to purchase physical quantities ofnatural gas, electricity and coal. These amounts
represent minimum quantities ofthese commodities we are obligated to purchase at both fixed and variable prices. To the extent contractual purchase prices
are variable, obligations disclosed in the table above are valued at market prices as ofDecember 3 I , 20 I 8.

In July 2008, the II,TRC issued an order approving NIPSCO's purchase power agreements with subsidiaries of Iberdrola Renewables, Buffalo Ridge I LLC and
Barton Windpower LLC. These agreements provide NIPSCO the opportunity and obligation to purchase up to 100 MW ofwind power generated
commencing in early 2009. The contracts extend 15 and 20 yean, representing 50 MW of wind power each. No minimum quantities are specified within
these agreements due to the variability ofelectricity generation from wind, so no amounts related to these contracts are included in the table above. Upon any
termination of the agreements by NIPSCO for any reason (other than material breach by Buffalo Ridge I LLC or Barton Windpower LLC), NIPSCO may be
required to pay a termination charge that could be material depending on the events giving rise to termination and the timing of the termination. NIPSCO
began purchasing wind power in April 2009.

We have pipeline service agreements that provide forpipeline capacity, transportation and storage services. These agreements, which bave expiration dates
ranging from 20 19 to 2045, require us to pay fixed monthly charges.

l,t'72 4 S
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NIPSCO has contracts with three major rail operators providing for coal transportation services for which there are certain minimum payments. These servrce
contracts exten d for vari ous peri ods thro u gh 202 | .

In May and Jlur.e2017, we executed agreements with three separate IT sewice providen. The new agreements have terms ending at various dates throughout
2022.

Related to the NTSB's safety recommendations issued on November 14, 2018 (see "- C. Legal Proceedings" for further detail), we committed to the
installation ofover-pressurization protection devices at all ofthe remaining lowpressure systems in ouroperating footprint. This installation is expected to
result in a capital investment of approximately $ 150 million. This amount is not included in the table above.

B, Guarantees and Indemnities. We and certain subsidiaries enter into various agreements providing financial or performance assurance to third parties
on behalfofcertain subsidiaries as part ofnormal business. Such agreements include guarantees and stand-by letters ofcredit. These agreements are entered
into primarily to suppot or enhance the creditworthiness otherwise attributed to a subsidiary on a stand-alone basis, thereby facilitating the extension ol
suffrcient credit to accomplish the subsidiaries' intended commercial purposes. At December 3 l, 20 I 8 and 2017 , we had issued stand-by letters of credit ol
$10.2 million and $I l.I million, respectively, forthe benefit of third parties.

C. Legal Proceedings.

On September 13,2018, a series offires and explosions occuned in Lawrence,AndoverandNortlr Andover, Massachusettsrelated to the delivery ofnatural
gas by Columbia ofMassachusetts. The Greater Lawrence lncident resulted in one fatality and a number ofinjuries, damaged multiple homes and businesses,

and caused the temporary evacuation of significant portions of each municipality. The Massachusetts Govemor's Office declared a state of emergency,
authorizing the Massachusetts DPU to order another utility company to coordinate the restoration of utility services in Lawrence, Andover and North
Andover, The incident resulted in the intemrption of gas for approximately 7,500 gas meters, the majority of which sewe residences and of which
approximately 700 serve businesses, and the intermption of otherutility sewice more broadly in the area. Columbia of Massachusetts has replaced the cast

iron and bare steel gas pipeline system in the affected area and restored service to nearly all ofthe gas meters. See " - E. Other Matters - Greater Lawrence
Pipeline Replacement" below for more information.

We are subject to inquiries by federal and state govemment authorities and regulatory agencies regarding the Greater Lawrence Incident. The NTSB, the U.S
Attomey's office and the SEC have pending investigations related to the Greater Lawrence Incident, as described below. We are also subject to inquiries from
the Massachusetts DPU and the Massachusetts Attomey General's Office. We are cooperating with all inquiries and investigations. The outcomes and impacts
ofthe cunent investigations and any future investigations that may be commenced related to such inquiries are uncertain at this time.

NTSB InvesligationAs noted above, the NTSB is investigating the GreaterLau'rence Incident. The parties to the investigation include the PHMSA, the
Massachusetts DPU, Columbia of Massachusetts, and police and fire fint responders. We are cooperating with the NTSB and have provided information to
assist in its ongoing investigation into relevant facts related to the event, the probable cause, and its development ofsafety recommendations.

According to the preliminary public report that the NTSB issued on October I 1, 2018, an over-pressurization of a low pressure gas distribution system
occurred that was related to work being done on bebalfofColumbia ofMassachusetts on a pipeline replacement project in Lawrence. According to the report,
sensing lines detected a drop in pressure in a portion ofmainline that was being abandoned, causing a regulator to open up and increase pressure in the
system to a level that exceeded the maximum allowable operating pressure ofthe distribution system.

On November 14,2018, the NTSB issued an urgent safety recommendation report regarding natural gas distribution system project development and review.
ln its report, the NTSB identified certain factors that it believes contributed to the Greater Lawrence Incident and made safety recommendations. The NTSB
recommended that the Commonwealth of Massachusetts eliminate the professional engineer licensure exemption for public utility work and require a

professional engineer's seal on public utility engineering drawings, which is now law in Massachusetts. The NTSB also made recommendations to us related
to engineering plan and constructability review processes, records and documentation, management of change processes, and control procedures during
modifications to gas mains. We are in the process of implementing these recommendations. The NTSB investigation is ongoing. While the NTSB
investigation is pending, we are prohibited from disclosing information related to the investigation without approval from the NTSB.
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Since the Greater Lawrence Incident, we have identified, and moved ahead with, new steps to enhance system safety and reliability and to safeguard against
over-pressurization. Some ofthese measures have already been completed and others are in process. These Company-wide safety measures will include
enhanced measures as called for in the NTSB's recommendations. We have committed to a program to install over-pressurization protection devices on all of
our low-pressure systems, the cost of which is described in " - E. Other Matten."

Massachusetts Regulatory and Legislalive Matters. The Massachusetts DPU has retained an independent evaluator to conduct a statewide examination of
the safety of the natural gas distribution system and the operational and maintenance functions of natural gas companies in the Commonwealth of
Massachusetts. Througb authority granted by the Massachusetts Govemor under the state of emergency, the Chair of the Massachusetts DPU will direct all
natural gas distribution companies operating in the Comrnonwealth to fund the statewide examination. The statewide examination is underway and we are in
the process ofresponding to the evaluator's information requests. The independent evaluator is expected to produce a report with recommendations. The
examination is expected to complement, but not duplicate, the NTSB's investigation.

On November 30, 2018, Columbia of Massachusetts entered into a consent order with the Massachusetts DPU in connection with a notice of probable
violation issued in March 2018, stemming from a 2016 report. The Division found that Columbia of Massachusetts violated certain pipeline safety
regulations related to pressure limiting and regulating stations in Taunton, Massachusetts. As part ofthe consent ordet Columbia ofMassachusetts was fined
$75,000 and entered into a compliance agreement under which it agreed to take several actions related to its pressure regulator stations within various
timeframes, including the adoption of a Pipeline Safety Management System ("SMS"), the American Petroleum Institute's (API) Recommended Practice 1 1 73.

Columbia ofMassachusetts is complying with the order.

On December 18,2018, the Massaclrusetts DPUissued an orderrequiring Columbia ofMassachusetts to enterinto an agreement witlr a Massachusetts-based

engineering firm to monitor Columbia ofMassachusetts'remaining restoration and recovery wor{< in the Greater Lawrence area. The order requires Columbia
ofMassachusetts to take measures to ensure that adequate heat and hot water and gas appliances are provided to all affected properties, repave all affected
streets, roadways, sidewalks and other areas in accordance with applicable DPU standards and precedents, consult with the affected communities and discuss
plans for restoring affected hard or soft surfaces, and replace all gas boilers and fumaces and other gas-fired equipment at affected residences. Under the order,

all restoration work beginning in 2019 isrequired to be completed no laterthan October31,20l9, unless an earlierorlaterdate is agreed to with any ofthe
affected communities. We have agreed to complete the work by September 15, 2019. Also, under the ordeq Columbia of Massachusetts will be required to
maintain quantitative measures, which must be verified by officials of the affected communities, to track its progress in completing all ofthe remaining work.
Estimates for the cost of this work are included in the estirnated ranges of loss noted below, which is discussed in '1 E. Other Matters - Greater Lawrence
Incident Restoration" and " - Greater Lawrence Pipeline Replacement" below. Our failure to adhere to any ofthe requirements in the order may result in
penalties ofup to $l million perviolation.

Under Massachusetts law, the DPU is authorized to investigate potential violations ofpipeline safety regulations and to assess a civil penalty ofup to
$209,000 fora violation offederal pipeline safety regulations.Aseparate violation occurs foreach day ofviolation up to $2.1 million fora related series of
violations. The Massachusetts DPU also is authorized to investigate potential violations ofthe Columbia ofMassachusetts emergency response plan and to
assess penalties ofup to $250,000 per violation, or up to $20 million per related series ofviolations. Further, as a result ofthe declaration ofemergency by
the Govemor, the DPU is authorized to investigate potential violations ofthe DPU's operational directives during the restoration efforts and assess penalties
of up to $ I million per violation. The timing and outcome of any such investigations are uncertain at this time.

ln December 2018, the President of Columbia of Massachusetts testified before a joint state legislative committee on telecommunications, utilities and
energy with otherindustry officials about gas system safety in Massachusetts and regulatory oversight. Increased scrutiny related to these matters, including
additional legislative oversight hearings and new legislative proposals, is expected during the cunent two-year legislative session.

On December 3 I , 20 1 8, the Massachusetts Govemor signed into law legislation requiring a certified professional engineer to review and approve gas pipeline
work that could pose a "material risk" to public safety, consistent with the NTSB's recommendation. Tbe Massachusetts DPUhas issued interim guidelines
and the existing moratorium has been lifted.

U.S. Departmenl of Juslice Invesligation The Company and Columbia of Massachusetts are subject to a criminal investigation related to the Greater
Lawrence lncident that is being conducted under the supewision of the U.S. Attomey's Office for the District of Massachusetts. The initial grand jury
subpoenas were served on the Company and Columbia of Massachusetts on September 24,2018. The Company and Columbia of Massachusetts are

cooperating with the investigation. We are unable to estimate the
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penalties that could be imposed on the Company or

U.S. Congressional Hearing. ln November 20 I 8, executives of the Company and Columbia ofMassachusetts testified at a U.S. Senate hearing regarding the
Greater Lawrence Incident and natural gas pipeline safety. lncreased scrutiny related to these matters, including additional federal congressional hearings and
new legislative proposals, is expected in 20 I 9.

SEC Investigation On February 11,2019, the SEC notified the Company that it is conducting an investigation ofthe Company related to disclosures made
prior to the Greater Lawrence Incident. We intend to cooperate with the investigatron.

Private Aclions. Various lawsuits, including several purported class action lawsuits, have been filed by various affected residents or businesses in
Massachusetts state courts against the Company and/or Columbia of Massachusetts in connection with the Greater Lawrence Incident. A special judge has
been appointed to hear all pending and future cases and the class actions will be consolidated into one class action. On January 14,2019, the speciai judge
granted the parties'joint motion to stay all cases for 90 days to allow mediation. The pafiies are in the process offiling a request w.ith the specialjudge to
extend this period. The class action lawsuits allege varying causes ofaction, including those for strict liability for ultra-hazardous activity, negligence,
private nuisance, public nuisance, premises liability, trespass, breach ofwarranty, breach ofcontract, failure to wam, unjust enrichment, consumer protection
act claims, negligent and reckless infliction ofemotional distress, and gross negligence, and seek actual compensatory damages, plus treble damages, and
punitive damages. Many residents and business ownen have submitted individual damage claims to Columbia of Massachusetts. We also have received
notice from three parties indicating an intent to assert wrongful death claims. ln Massachusetts, punitive damages are available in a wrongful death action
upon proof of gross negligence or willful or reckless conduct causing the deatlr. In addition, the Commonwealth of Massachusetts and the municipalities of
Lawrence, Andover and North Andover are seeking reimbursement from Columbia ofMassachusetts for tbeir respective expenses incurred in connection with
the Greater Lawrence Incident. The outcomes and impacts ofthe private actions are uncertain at this time.

Financial Impac!. During the year ended December 3 1, 2018, we expensed approximately $75 7 million for estimated third-party claims related to the Greater
Lawrence Incident, including, but not limited to, personal injury and property damage claims, damage to infrastructure, business intemrption claims, and
other damage claims, which include mutual aid payments to other utilities assisting with the restoration effort; gas-fueled appliance rcplacement, repair and
related services forimpacted customers; tempomry Iodging fordisplaced customers; evacuation expense claims; and claims-related legal fees. We estimate
that total costs related to third-party claims resulting from the incident will range from$757 million to $790 million, depending on the final outcome of
ongoing reviews and the number, nature, and value ofthird-party claims. The amounts set forth above do not include non-claims related expenses resulting
fiom the incident or the estimated capital cost ofthe pipeline replacement, which is set forth in " - E. Other Matters - Greater Lawrence Incident Restoration"
and " - Greater Lawrence Pipeline Replacement," respectively, below.

The process for estimating costs associated with third-party claims relating to the Greater Lawrence Incident requires management to exercise significant
judgment based on a number of assumptions and subjective factors. As more information becomes known, including additional information resulting fiom
the NTSB investigation, management's estimates and assumptions regarding the financial impact ofthe GreaterLawrence Incident may change. The increase
in estimated total costs related to third-party claims fiomthose disclosed in ourForm 10-Qforthe quarterended September30,2018 resulted primarily from
receiving additional information regarding the required scope ofthe restomtion work inside the affected homes and the extended period oftime overwhich
the restoration work would take place.

It is not possible at this time to reasonably estimate the total amount ofany expenses associated with govemment investigations and fines, penalties or
settlements with govemmental authorities, including the Massachusetts DPU and other regulators, tbat we may incur in connection witb the Creater Lawrence
Incident. Therefore, the foregoing amounts do not include estimates ofthe total amount that rile may incur for any such fines, penalties or settlements.

Expenses described above are presented within "Operation and maintenance" in our Statements ofConsolidated Income.

We maintain liability insurance for damages in the approximate amount of $800 million and property insurance for gas pipelines and other applicable
property in the approximate amount of$300 million. Total expenses related to the incident have exceeded the total amount ofliability insurance coverage
available under ourpolicies. Certain ofthese expenses may be covered under ourproperty insurance. While we believe that a substantial amount ofexpenses
related to the Greater Lawrence lncident will be covered by insurance, insurers providing property and liability insurance to the Company or Columbia of
Massachusetts may raise defenses to coverage under the terms and conditions of the respective insurance policies which contain various exclusions and
conditions that could limit the amount of insurance proceeds to the Company or Columbia ofMassachusetts. We are not able to
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estimate the amount ofexpenses that will not be covered or exceed insurance limits, but these amounts could be material to our financial statements. Certain
types of damages, expenses or claimed costs, such as fines or penalties, may be excluded under the policies. An amount of$135 million for insurance
recoveries was recorded through December3l,2018. Ofthis amount, $5 million was collected during 2018. The remaining insurance receivable balance of
$ I 30 million is presented within "Accounts receivable." To the extent that we are not successful in obtaining insurance recoveries in the amount recorded for
such recoveries as ofDecember 31,2018, it could result in a charge against "Operation and maintenance" expense. We are cunently unable to predict the
amount and timing ofadditional future insurance recoveries-

In addition, we are party to certain other claims and legal proceedings arising in the ordinary course ofbusiness, none ofwhich is deemed to be individually
material at this time. Due to the inherent uncertainty oflitigation, there can be no assurance that the resolution ofany particularclaim orproceeding related
to the GreaterLawrence Incident orothenvise would not have a material adverse eflect on ourresults ofoperations, financial position orliquidity. Ifone or
more ofsuch matten were decided against us, the effects could be material to our results ofoperations in the period in which we would be required to record
or adjust the related liability and could also be material to our cash flows in the periods that we would be required to pay such liability.

D. Environmental Matters. Our operations are subject to environmental statutes and regulations related to air quality, water quality, hazardous waste and
solid waste. We believe that we are in substantial compliance with the environmental regulations currently applicable to our operations.

It is management's continued intent to address environmental issues in cooperation with regulatory authorities in such a manner as to achieve mutually
acceptable compliance plans. However, there can be no assurance that fines and penalties will not be incuned. Management expects a significant portion of
environmental assessment and remediation costs to be recoverable through rates for certain ofour companies.

As of December 3 I , 201 8 and 2017 , we had recorded a liability of $ 101 .2 million and $ I 1 I .4 million, respectively, to cover environmental remediation at
various sites. The cunent portion ofthis liability is included in "Legal and environmental" in the Consolidated Balance Sheets. The noncurrent portion is
included in "Othernoncurrent liabilities." We recognize costs associated with environmental remediation obligations when the incurrence ofsuch costs is
probable and the amounts can be reasonably estimated. The original estimates for remediation activities may differ materially from the amount ultimately
expended. The actual future expenditures depend on many factors, including cunently enacted laws and regulations, the nature and extent ofimpact and the
method ofremediation. These expenditures are not cunently estimable at some sites. We periodically adjust our liability as information is collected and
estimates become more refined.

Electric Operations' compliance estimates disclosed below are reflective of NIPSCO's Integrated Resource Plan submitted to the IURC on October 31, 201 8.

See section " - E. Other Matters - NIPSCO 201 8 lnteerated Resource Plan." below for additional information.

Air
Future legislative and regulatory prognrms could significantly limit allowed GHG emissions or impose a cost or tax on GHG emissions. Additionally, rules
that increase methane leak detection, require emission reductions or impose additional requirements for natural gas facilities could restrict GHG emissions
and impose additional costs. NiSource will carefully monitor all GHG reduction proposals and regulations.

CPP and ACE Rules, On October 23,2015, the EPAissued the CPP to regulate CO2 emissions from existing fossil-fuel EGUs under section 111(d) of the
CAA. The U.S. Supreme Court has stayed implementation of the CPP until litigation is decided on its merits, and the EPAhas proposed to repeal the CPP. On
August 3 1 , 20 I 8, the EPApublished a proposal to replace the CPP with the ACE rule, which establishes guidelines for states to use when developing plans to
reduce CO2 emissions from existing coal-fired EGUs. Tlre proposal would provide states three yean after a final rule is issued to develop state-specific plans,
and the EPA would have twelve months to act on a complete state plan submittal. Wlthin two years after a finding of failure to submit a complete plan, or
disapproval of a state plan, the EPA would issue a federal plan. NIPSCO will continue to monitor this matter and cannot estimate its impact at this time.
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CERCLA. Our subsidiaries are potentially responsible parties at .i/aste disposal sites under the CERCLA (commonly known as Superfund) and similar state
laws. Under CERCLA, each potentially responsible party can be held jointly, severally and strictly liable for the remediation costs as the EPd or state, can
allow the parties to pay for remedial action or perform remedial action themselves and request reimbursement from the potentially responsible parties. Our
affrliates have retained CERCLA environmental liabilities, including remediation liabilities, associated with certain current and former operations. These
liabilities are not material to the Consolidated Financial Statements.

MGP. Aprogmm has been instituted to identifo and investigate former MGP sites where Gas Distribution Operations subsidiaries or predecessors may have
liability. The program has identified 63 such sites where liability is probable. Remedial actions at many ofthese sites are being overseen by state or federal
environmental agencies through consent agreements or voluntary remediation agreements.

We utilize a probabilistic model to estimate our future remediation costs related to MGP sites. The model was prepared with the assistance of a third party and
incorporates our experience and general industry experience with remediating MGP sites. We complete an annual refresh ofthe model in the second quarter
ofeach fiscal year. No material changes to the estimated future remediation costs were noted as a result ofthe refresb completed as ofJune 30, 20 I 8. Our total
estimated liability related to the facilities subject to remediation was$97.5 million and $106.9 million atDecember3l,2018 and2017, respectively. The
liability represents ourbest estimate ofthe probable cost to remediate the facilities. We believe that it is reasonably possible that remediation costs could
vary by as much as $20 million in addition to the costs noted above. Remediation costs are estimated based on the best available information, applicable
remediation standards at the balance sheet date, and experience with simi lar facilities.

CCRs On April 17, 2015, the EPA issued a final rule for regulation of CCRs. The rule regulates CCRs under the RCRA Subtitle D, which determines them to
be nonhazardous. The rule is implemented in phases and requires increased groundwater monitoring, reporting, recordkeeping and posting of related
information to the Intemet. The rule also establishes requirements related to CCR management and disposal. The rule will allow NIPSCO to continue its
byproduct beneficial use program.

The publication ofthe CCR rule resulted in revisions to previously recorded legal obligations associated with the retirement ofcertain NIPSCO facilities. The
actual assst retirement costs related to the CCR rule may vary substantially from the estimates used to record the increased asset retirement obligation due to
the uncertainty about the compliance strategies that will be used and the preliminary nature ofavailable data used to estimate costs. ln addition, to comply
with the nrle, NIPSCO is incurring capital expenditures to modi$ its infrastructure and manage CCRs. Capital compliance costs are cunently expected to
total approximately $ 193 million. As allowed by the EPd NIPSCO will continue to collect data over time to determine the specific compliance solutions and
associated costs and, as a result, the actual costs may vary.

NIPSCO filed a petition on November 1 , 20 I 6 with the IURC seeking approval ofthe projects and recovery ofthe costs associated with CCR compliance. On
June 9,2017, NIPSCO filed with the ILIRC a settlement reached with cetain parties regarding the CCR projects and treatment ofassociated costs. The IURC
approved the settlement in an orderon December 13,2017.

Water
ELG, On November 3,2015, the EPA issued a final rule to amend the ELG and standards for the Steam Electric Power Generating category. The final rule
became effective January 4,2016. Based upon a preliminary study ofthe November 3,2015 final rule, capital compliance costs were expected to be

approximately S170.0 rnillion. However, NIPSCO does not anticipate material ELG compliance costs based on the preferred option announced as part of
NIPSCO's 201 8 Integrated Resource Plan (discussed below).

E. Other Matters.

Bailly Generating Station On February l, 2018, as previously approved by MISO, NIPSCO commenced a four-month outage of Bailly Generating Station
Unit 8 in order to begin work on convefting the unit to a synchronous condenser (a piece ofequipment designed to maintain voltage to ensure continued
reliability on the transmission system). Approximately $15 million of net book value of Unit 8 remained in "Net Utitity Plant" as it will remain used and

useful after completion ofthe synchronous condenser, while the remaining net book value ofapproximately $142 million was reclassified to "Regulatory
assets (noncurrent)" on the Consolidated Balance Sheets. On May 31,2018, Units 7 and 8 were retired from sewice. These units had a combined generating

capacity of approximately 460 MW. As a result of the retirement, the remaining net book value of Unit 7 of approximately $103 million was reclassified to
"Regulatory assets (noncunent)" on the Consolidated Balance Sheets.These amounts continue to be amortized at a rate consistent with their inclusion in
customer rates. Refer to Note 8, "Regulatory Matten," for additional information.

106



Table ofContents
NISOURCE INC.
Notes to Consolidated Financial Statements

Exhibit No. 403
Attachment A

Page 128 of 160
Witness: P.R. Moul

ITEM 8. FINANCIAL STATEMENTS AND SLIPPLEMENTARY DATA (continued)

MPSCO Pure Air NIPSCO had a sewice agreement with Pure Aiq a general partnenhip between Air Products and Chemicals, Inc. and First Air Partnen LP,

under which Pure Air provided scrubber sewices to reduce sulfur dioxide emissions for Units 7 and 8 at the Bailly Generating Station. Payments under this
agreement were $8.3 million and $22.0 million for the years ended December 3 l, 2018 and 2017, respectively.

As discussed above in "Bailly Generating Station," NIPSCOretired the generation station units sewiced by PureAiron May 31,2018.In December2016, as

allowed by the provisions of the sewice agreement,NIPSCO provided PureAirformal notice of intent to terminate the service agreement, effective May 31,
201 8. Providing thi s notice to Pure Air triggered a contract termination liability of $ 16 million which was recorded in fourth quarter of 20 I 6. In connection
with the closure of Bailly Units 7 and 8, NIPSCO paid the termination payment to Pure Air during the second quarter of 201 8. Cash flows associated with this
payment are presented within operating activities on the Statements ofConsolidated Cash Flows.

NIPSCO 2018 Integroted Resource P/cn Multiple factors, but primarily economic ones, including low natural gas prices, advancing cost effective
renewable technology and increasing capital and operating costs associated with existing coal plants, have led NIPSCO to conclude in its October 2018
Integrated Resource Plan submission that NIPSCO's current fleet ofcoal generation facilities will be retired earlierthan previous lntegrated Resource Plan's
had indicated.

The Integrated Resource Plan evaluated demand-side and supply-side resource altematives to reliably and cost effectively meet NIPSCO customers'future
energy requirements overthe ensuing 20 years. The prefened option within the Integrated Resource Plan retires R.M. Schahfer Generating Station (Units 14,

15,17, and 18) by 2023 and Michigan City Generating Station (Unit l2)by 2028. These units represent 2,080 MW of generating capacity, equal to 72/io of
NIPSCO's remaining generating capacity (and 100% of NIPSCO's remaining coal-fired generating capacity) after the retirement of Bailly Units 7 and 8

discussed above.

The current replacement plan includes renewable sources of energy, including wind, solar, and battery storage to be obtained through a combination of
NIPSCO ownership and PPAs.

h January 201 9, NIPSCO executed two 20 year PPAs to purchase 100% ofthe output fiom renewable generation facilities at a fixed price per MWh. The
facilities supplying the energy will have a combined nameplate capacity of approximately 700 MW. NIPSCO's purchase requirement underthe PPAs is
dependent on satisfactory approval of the PPAs by the IURC. NIPSCO submitted the PPAs to the IURC for approval in February 2019. An IURC order is
anticipated in the second quarter of20l9. Ifapproved by the IURC, payments under the PPAs will not begin until the associated generation facilities are
constructed by tbe owner / seller which is expected to be complete by the end of2020.

Also in January 20l9,NIPSCOexecuted a BTAwith a developerto construct a renewable generation facility with anameplate capacity ofapproximately 100
MW. Once complete, ownenhip of the facility would be transfened to a partnership owned by NIPSCO, the developer and an unrelated tax equity partner.
The aforementioned partnenhip structure will result in full NIPSCO ownership after the PTC are monetized from the project (approximately l0 yean after the
facility goes into service). NIPSCO's purchase requirement under the BTA is dependent on satisfactory approval of the BTA by the IURC and timely
completion of construction. The estimated procedural timeline for receiving an IURC order is the same as the aforementioned PPAs with required FERC
filings occurring after receiving the IURC order. Construction ofthe facility is expected to be complete by the end of2020.

Greater Luwrence Incident Restoration. During the year ended December 3 I, 20 I 8, we expensed approximately $ I,023 million in connection with the
Greater Lawrence Incident. hcluded in tlris expense is approximately $757 million for estimated third-party claims associated with the incident as described
above in " - C. Legal Proceedings." The additional $266 million included in the expense recorded includes certain consulting costs, claims center costs,
charitable contributions, labor and related expenses, lodging and meals for employees and contractors, and security costs in connection with the incident. We
expect to incura total of$330 million to $345 million in such incident-related costs, depending on the incurrence offuture restoration work. The amounts set

forth above do not include the estimated capital cost ofthe pipeline replacement, which is set forth below. The increase in estimated total incident-related
expenses from those disclosed in our Form I 0Q for the quarter ended September 30, 20 I 8 resulted primarily from receiving additional information regarding
the extended period oftime over wbich the restoration work would take place, higher than anticipated costs from vendors and increased estimates for non-
claims-related legal fees.

We maintain liability insurance for damages in the approximate amount of $800 million and property insurance for gas pipelines and other applicable
property in the approximate amount of$300 million. Total expenses related to the incident have exceeded the total amount ofliability insurance coverage
available underourpolicies. Certain ofthese expenses may be covered underourproperty insurance. While we believe that a substantial amount ofexpenses
related to the Greater Lawrence Incident will be covered by insurance, insuren providing property and liability insurance to the Company or Columbia of
Massachusetts may raise
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defenses to coverage under the terms and conditions ofthe respective insurance policies which contain various exclusions and conditions that could limit the
amount ofinsurance proceeds to the Company or Columbia ofMassachusetts. We are not able to estimate the amount ofexpenses that will not be covered or
exceed insurance limits, but these amounts could be material to our financial statements. Certain types ofdamages, expenses or claimed costs, such as fines or
penalties, may be excluded under the policies. As discussed above in "- C. Legal Proceedings," $ I 3 5 million of insurance recoveries were recorded through
December 31, 2018. Of this amount, $5 million was collected during 2018. We are cunently unable to predict the amount and timing of future insurance
recoveries. To the extent that we are not successful in obtaining insurance recoveries in the amount recorded for such recoveries as ofDecember 31,2018, it
could result in a charge against "Operation and maintenance" expense.

Costs associated with charitable contributions are prcsented within "Other, Net" in our Statements ofConsolidated lncome. All other expenses incurred are

presented within "Operation and maintenance." Substantially all of the $292 million liability for third-party claims and other incident-related costs
remaining as ofDecember 3 I , 20 I 8 is presented within cunent liabilities in our Consolidated Balance Sheets. The remaining insurance receivable balance of
$ 130 miltion is presented within "Accounts receivable."

Greater Lawrence Pipeline Replacement. In connection with the Greater Lawrence Irrcident, Columbia of Massachusetts, in cooperation with the
Massachusetts Govemor's Office, replaced the entire affected 45-mile cast iron and bare steel pipeline system that deliven gas to approximately 7,500 gas

meters, the majority ofwhich serve residences and ofwhich approximately 700 serve businesses impacted in the GreaterLawrence Incident. This system was
replaced with plastic distribution mains and sewice lines, as well as enhanced safelr features such as pressure regulation and excess flow valves at each
premise. At the request of the Massachusetts DPU, which was instructed by the Massachusetts Govemor through his executive authority under a state of
emergency, Columbia ofMassachusetts hired an outside contractor to serve as the ChiefRecovery Officer for the Greater Lawrence Incident, responsible for
command, control and communications. Columbia of Massachusetts restored gas service to nearly all homes and workplaces in December 2018. W'rth the
restoration and recovery efforts now substantially complete, the service ofthe ChiefRecovery Offrcer is complete and the next phase ofthe effort is being
managed by Columbia of Massachusetts under the third party oversight of a Massachusetts-based engineering fim as set forth above under " - C. Legal
hoceedings."

We incurred approximately $167 million of capital spend for the pipeline replacement during 2018. We estimate this replacement work will cost between
$220 million and $230 million in total. Columbia of Massachusetts has provided notice to its prcpefiy insurer of the Greater Lawrence Incident and
discussions around the claim and recovery have commenced. The recovery ofany capital investment not reimbursed through insurance will be addressed in a

future regulatory proceeding. The outcome ofsuch a proceeding is uncertain. In accordance with ASC 980-360, ifit becomes probable that a portion ofthe
pipeline replacement cost will not be recoverable through customer rates and an amount can be reasonably estimated, we will reduce our regulated plant
balance forthe amount ofthe probable disallowance and record an associated charge to eamings. This could result in a material advene effect to ourfinancial
condition, results ofoperations and cash flows. Additionally, ifa rate order is received allowing recovery ofthe investment with no or reduced retum on
investment, a loss on disallowance may be required.

In addition, we have committed to an approximately $150 million capital investment program to install over-pressurization protection devices on all ofour
low-pressure systems as described above in "-C. Legal Proceedings." These devices operate like circuit-breakers, so that ifoperating pressure is too high or
too lo% regardless ofthe cause, they are designed to immediately shut down gas to the system. The program also includes installing remote monitoring
devices on all low-pressure systems, enabling gas control centers to continuously monitor pressure at regulator stations in real time. Ia addition, we have
conducted a field survey ofall regulator stations and initiated an engineering review ofthose regulator stations; we are verifring and enhancing our maps

and records oflow-pressure regulator stations; and we initiated a process so that our penonnel will be present whenever excavation work is being done in
close proximity to a regulator station.
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19. Accumulated Other Comprehensive Loss

The following table displays the activity ofAccumulated Other Comprehensive Loss, net oftax:

Gains and Insres on Gains and frsses on
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Accumulated
Other

Pension and OPEB Comprehensive
Items0) lnss(l)1in nillions)

Balance as ofJanuary l,2016 (0.s) s (rs.s)$ (r9.1)$ (3s.1)

Other comprehensive loss before reclassifi cations

Arlounts reclassihed from accumulated other conDrehensive loss (0.1 )

7't

tl

0.5

1.0

7.6

2.4

Nct current-period other comprehensive loss

Balance as o f December 3 l. 20 I 6

(0.1 )

(0.6) s

86

(6.e) $

1.5

(17.6) $

l0 0

(2s.1)

Other comprehensive income before reclassifi cations

Amounts reclmsified from accumulated other comprehensive loss

06

0.2

t.9

1.5

(24 2)

t.7

(2',t.7 )

3.4

Net current-period other comprehensive income (loss) 3408 (22.s) (18 3)

Balsnce ss of December 31. 2017 0,2 (29.41 $ (r4.2) $ (41.4)

Other comprehensive iocome (loss) before reclassifications

Amounts reclassified from accumulated other conoreheasive loss

(3 0)

04

55 8

(33.r )

(4 4) 48.4

(32.7t

Net curent-period other comprehensive income (loss) (2.6) 22 1 (4.4) t57

Reclassification due to adoption of ASU 20 I 8-02 (Refer to Note 2) (6 3) (3.2) (e 5)

Balance as ofDecember 31,2018 (2.4) $ (13.0) $ (2 r.8) $ (37.2)

(r)All amounls ile net of tax. Amounts in oarentheses indicate debits

20. Other, Net

Year Ended December 3 I , (in nillions) 201 8 2017 2016

Interest Income

AFUDC Equity

Charitable Contributions(' l

Pension and otherpostretirement non-service coste)

Interest rate swap settlement gain{r)

Miscellaneous

6.6

14.2

(4s.3)

18.0

46.2

3.8

4.6 $

I z.o

(1e.e)

(10.6)

(0.2)

3.4

| 1.6

(4.5)

(7.e)

(s.6)

Total Other, net 43.5 $ (13.s) $ (3.0)
(r) lncludes $20.7 millioo related to the Greater Lawrence Incident See Note I 8, "Other Commitments md Contingencies" for additional infomation
(2) See Note I I , "Pension and Other Postretirement Benefits" for additional information.
(r) See Note 9, "Risk Management Activities" for additiooal infomation.
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21. InterestExpense,Net

Year Ended December 3 I , (in millions) 201 8 2017 z0't6

lnterest on long-term debt

Interest on short-term borrowings

Debt discounVcost amortization

Accounts receivable securitization fees

Allowance forborrowed funds used and interest capitalized during construction

Debt-based post-in-service carrying charges

Other

342.2 $

3 r.8

7.7

2.6

(e.l)
(3s.0)

l3.l

3 s4.8 $

14.9

7.2

2.5

(6.2)

(36.4)

16-4

5) 2.5

9.2

7.6

z.J

(s.6)

(3 s.l )

18.8

Total Interest Expense, net 353.3 $ 3s3.2 349.5

22. Segments of Business

At December 31, 2018, our operations are divided into two primary reportable segments. The Gas Distribution Operations segment provides natural gas
sewice and transportation for residential, commercial and industrial customers in Ohio, Pennsylvania, Mrginia, Kentucky, Maryland, Indiana and
Massachusetts. The Electric Operations segment provides electric sewice in 20 counties in the northem part oflndiana.

The following table provides information about our reportable segments. We use operating income as our primary measurement for each of the reported
segments and make decisions on finance, dividends and taxes at the corporate level on a consolidated basis. Segment revenues include intersegment sales to
affiliated subsidiaries, which are eliminated in consolidation. Affiliated sales are recognized on the basis ofprevailing market, regulated prices or at levels
provided for under contractual agreements. Operating income is derived from revenues and expenses directly associated with each segment.

Year Ended December 3 1, (in mil I ions) 2018 z017 2016

Operating Revenues

Gas Distribution Opera tions

Unaffiliated

lntenesment

3,406.4 $

l3.l
3,087.9 $

14.2

2,818.2

t2.4

Total 3,419.5 3,102.1 2,830.6

Electric Operations

Unaffiliated

Intersegment

1,707.4

0.8

t,7 85.7

0.8

1,660.8

0.8

Total 1,708.2 l,786.5 1,661 .6

Corporate and Other

Unaffiliated

Intersegment

0.7

517.6

1.0

5 10.8

13.5

413.3

Total 518.3 511.8 426.8

Eliminations (s3l .s) (s2 5.8 ) (426.s)

Consolida ted Operating Revenues 5,l l 4.5 $ 4,874.6 $ 4492.s
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ITEM 8. FINAI'ICIAL STATEMENTS AND SIJPPLEMENTARY DATA (continued)

Year Ended December 3 | , (in millions) 2018 2017 2016

Operating Income (Loss)

Gas Distribution Operations

Electric Operations

Corporate and Other

(2s4.r) s

386.1

(7.3)

550.1 $

367.4

).1

569.7

301 .3

(4.e)

Consolidated Operating Income 124.7 $ 921.2 $ 866.1

Depreciation a nd Amortizatio n

Gas Distribution Operations

Electric Operations

Corporate and Other

301.0

262.9

35.7

269.3 $

2'77.8

23.2

252.9

27 4.5

19.7

Consolidated Depreciation and Amortization 599.6 $ 570.3 $ 547.1

Assets

Gas Distributi on Operations

Electric Operations

Corporate and Other

13,527.0 $

5,735,2

2,541.8

12,048.8 S

\L124
l 1,096.4

z,to L -z

Consolidated Assets $ 2l,804.0 $ 19,961 .7 $ 18,691.9

Capital Expenditures(l )

Gas Distribution Opemtions

Electric Operations

Corporate and Other

lJls3
499.3

1,125 -6 $

592.4

J)-6

l,054.4

420.6

15.4

Consolidated
(rAmounts

Equity.

1f14.6 $ I,753.8 $ 1,490.4
curent
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ITEM 8- FINANCLAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

23. Quarterly Financial Data (Unaudited)

Quarterly financial data does not always reveal tlre trend ofourbusiness operations due to nonrecurring items and seasonal weatherpattems, which affect
eamings and related components ofrevenue and operating income.

First Second Third Fourth
(in nrillions, except per share data) Quarter<ll Quartert:l Quartert:l Quartertct

201 8

Operating Revenues

Operating lncome (Loss)

Net Income (Loss)

Prefened Dividends

Net Income (Loss) Available to Common Shareholders

Eamings (Loss) Per Share

Basic Eamings (Loss) Per Share

Diluted Eamings (Loss) Per Share

$ 1,7s0 8 $

400.6

2'76.r

276.1

$ 0.82 $

$ 0.81 $

I,007.0 s

1 18.4

z+.)
(t.3)
23.2

0.07 $

0.07 $

8950 $

(315.e)

(3 3 e.5)

(5 6)

(34s 1)

(0.e5) $

(0.e5) $

|,461 .7

(78.4)

(l 1.7)

(8.1 )
(1e.8)

(0.05)

(0.0s)

20L7

Operating Revenues

Operating Income

Net lncome (Loss)

Eamings (Loss) Pcr Share

Basic Eamings (Loss) Per Share

$ l,598.6 $

4t5.4
211 .3

s 0.65 $

990.7 $

124.0

(44.1)

(0.r4) $

917.0 $

ltt.2
14.0

0.04 $

I,368 3

270 6

(s2.4)

(0 r6)

Diluted Eamings (Loss) Per Share $ 0.65 S (0.14) $ 0.04 $ (0.1 6)
(r)Net income for the frst quarter of 2018 was impacted by m interest rate swap sttlement gain of $21.2 nillion (pretu). See Note 9, "Risk Mmagement Activities" for additional
infomatioo.
(2)Net income for the rcond quilter of 2017 was impacted by a $l | 1.5 million loss (pretax) on u eilly extinguishment of long-t€m debt. See Note 14, "Long-Term Debt" for
additional information.
(3)Netincomeforthe|.hirdquaterof20l8wasimPactedbyapproximately$462mi|lioninexpeDses(Pre!ax)relatedto

loss (pretax) on an early extinguishment of long-tern debt. See Note l 8-E, "Other Matters" and Note 14, "Long-Term Debt" for additioual informalion.
(a)Netincomeforthefourthqurterof20l8wasimPactedbyapproximately$426millioninexpenses(pretaX,netofinsurmcerecoveries)IelatedtotbeeateI

restoration,partiallyoffsetbyiinterestrateswaPsettlementgainof$25.0million(Pretax)anda$l207millionincometaXbeneftflom
asrcciated with excess defened income taxes. Net income for the fourth quarter of 2017 was impacted by a $l6l.l million increare in tax expense m a result of implementing the
provisions of the TCJA. See Note | 8-8, "Other Matters," Note 9, "Risk Management Activities" and Noie 10, "Income Taxes" for additional information.

rt2
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The following table provides additional information regarding our Consolidated Statements of Cash Flows for the yean ended December 3l,2018,2017 and
2016:

Year Ended December 31, (in millions) 2018 20r7

Non+ash transactions:

Asscts acquired under a capital lcase 54.6 I1.5 4.0

Reclassification ofotherproperty to regulatory assets(l) 245.3

7E.1 tt.4 6.9
;.. i

a::
Cash paid for intercst, net of intercst capitalized amounts 3s4.2 $ 339.e $ 337.E

.5

@)sce Note 7 'Ass€t Rcthcment Obligationsn for additional information.
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ITEM 8. FINANCIAL STATEMENTS Al.[D SUPPLEMEMARY DATA (continued)

($ in nillions)

}TISOTJRCE INC.

scrrEDuLE II - VALUATION Ar\D QUALIFYTNG ACCOUNTS

Twelve months ended December 31, 2018

Additions

Balance
Jan. 1,2018

Deductions for
Purpores for

Chuged to Costs Charged to Other which Rererves were Balance
md Expenses Account (r) Created Dec. 3 l, 20 I 8

Reserves Deducted in Consolidated Balmce Sheet from Assets to
Which They Apply:

Rcscrve for accounts rcccivable S

Reserve for other investments

t8 3 $

3,0

202 $ ,r37 $ 6l I $ 21 |

3.0

TVelve nontbs ended Deembcr 31. 2017

Additions

($ in nillions)
Balance

ln. 1,2017
Cbarged to Costs Chaged to other

md Expenses Account (r)

Deductions for
Purposs for which

Reserves were Balance
Created Dec.3l.20l7

Reserves Deducted in Consolidated Balance Sbeet from Assets to
Which They Apply;

Rcscrve for accounts receivable $

Reserve for other investments 3.0

148 $ 3 9.1 $ s89 $ 183

30

($ in nillions)

Reserves Deducted in Consolidated Baluce Sheet from Assets to
Whicb Tbey Apply:

Reserve for accounts receivable

Reserue for other investments

T$elve months ended Dcember 3!,2016

Additions

Charged to Costs
md

t97 $

Charged io Othu
Account (r)

48.5

Deductions for
Purposes for which

Re*ses were
Crated

Balmce
Da. 31, 2016

23.3

3.0
0) Clrarged to Otber Accounts reflects the defnal ofbad debt expens to a regulatory ass€t-

lt4
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ITEM 9. CITANGES IN AND DISAGREEMENTS WITH ACCOIJNTANTS ON ACCOUNTING A]VD FINATJCTAI DISCLOSIJRE

None.

ITEM 9A. CONTROLS AND PROCEDI.JRES

Evaluation of Disclosure Controls and Procedures

Our chiefexecutive officer and chieffinancial officer are responsible for evaluating the effectiveness ofdisclosure controls and procedures (as defined in
Exchange Act Rules I 3 a- I 5(e) and I 5d-l 5(e)). Our di sclosure con trol s and procedures are designed to provide reasonable assurance that the information
required to be disclosed by the Company in reports that are filed or submitted under the Exchange Act are accumulated and comrnunicated to management,
including our chief executive officer and chief financial offrcer, as appropriate, to allow timely decisions regarding required disclosure and is recorded,
processed, summarized and reported within the time periods specified in the rules and forms of the SEC. Based upon that evaluation, our chief executive
officer and chief financial ofEcer concluded that, as of the end of the period covered by this report, disclosure controls and procedures were effective to
provide reasonable assurance that financial information was processed, recorded and reported accurately.

Our management, including our chiefexecutive officer and chieffinancial officeq are responsible for establishing and maintaining intemal control over
financial reporting, as such term is defined under Rule 13 a-l 5 (f) or Rule I 5 d-l 5 (f) promulgated under the Exchange Act, However, management would note
that a control system can provide only reasonable, not absolute, assunnce tbat the objectives ofthe control system are met. Our management has adopted the
2013 framework set forth in the Committee of Sponsoring Organizations of the Treadway Commission report, Intemal Control - Integrated Framework, the
most commonly used and undentood fiamework for evaluating intemal control over financial reporting, as its framework for evaluating the reliability and
effectiveness ofintemal control over financial reporting. During 20 I 8, we conducted an evaluation ofour intemal control over financial reporting. Based on
this evaluation, management concluded that our intemal contrcl over financial reporting was effective as ofthe end ofthe period covered by this annual
rcport.

Deloitte & Touche LLP, our independent registered public accounting firnr, issued an attestation report on our intemal controls over financial reporting
which is contained in Item 8, "Financial Statements and Supplementary Data."

Chanqes in Intemal Controls

There have been no changes in our intemal control over financial reporting during the most recently completed quarter covered by this report that has
materially affected, or is reasonably likely to materially affect, our intemal cootrol over financial reporting.

ITEM 98. OTTIER INFORMATION

Not applicable.
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PART III

ITEM IO. DIRECTORS. DGCUTIVE OFFICERS AND CORPORATE GOVERNANCE

Except for the information required by this item with respect to our executive officers included at the end of Part I of this report on Form l0-I! the
information required by this Item l0 is incorporated herein by reference to the discussion in "Proposal 1 Election ofDirecton," "Corporate Govemance," and
"Section I6(a) Beneficial Ownenhip Reporting Compliance," of the hoxy Statement for the Annual Meeting of Stockholders to be held on May 7 ,2019.

ITEM I 1. E)GCUTNE COMPENSATION
The information required by this Item I I is incorporated herein by reference to the discussion in "Corporate Govemance - Compensation Committee
Interlocks and Insider Participation," "Director Compensation," "Executive Compensation," and "Executive Compensation - Compensation Committee
Report," of the Proxy Statement for the Annual Meeting of Stockholders to be held on May 7 ,2019.

ITEM I 2. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS

The information required by this Item 12 is incorporated herein by reference to the discussion in "Security Ownership ofCertain Beneficial Owners and
Management" and "Equity Compensation Plan lnformation" of the Proxy Statement forthe Annual Meeting of Stockholders to be held on May 7,2019.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS. AND DIRECTOR INDEPENDENCE

The information required by this Item l3 is incorporated herein by reference to the discussion in "Corporate Govemance - Policies and Procedures with
Respect to Transactions with Related Persons" and "Corporate Govemance - Director Independence" ofthe Proxy Statement for the Annual Meeting of
Stockholders to be held on May 7,2019.

ITEM 14. PRINCIPAL ACCOTINTING FEES AND SERVICES

Tbe information required by this Item 14 is incorporated herein by reference to the discussion in "IndependentAuditorFees" ofthe Proxy Statement fortbe
Annual Meetine of Stockholden to be held on Mav 7. 2019.

l16
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ITEM 1 5. DC{IBITS. FINANCIAL STATEMENT SCIIEDL'LES

PART IV

Financial Statements and Financial Statement Schedules
The following financial statements and financial statement schedules filed as a part oftheAnnual Report on Form 10-K are included in Item 8, "Financial
Statements and Supplementary Data."
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Schedule II I 14

Exhibits
The exhibits filed herewith as a part ofthis report on Form 10-K are listed on the Exhibit Index below. Each management contract or compensatory plan or
arangement ofoun, listed on the Exhibit Index, is separately identified by an asterisk.

Pursuant to Item 60lQ), paragraph (4xiii)(A) ofRegulation S-I! certain instruments representing long-tem debt ofour subsidiaries have not been included
as Exhibits because such debt does not exceed l0% ofthe total assets ofours and our subsidiaries on a consolidated basis. We agree to fumish a copy ofany
such instrument to the SEC upon request.

EXIIBIT
NUMBER DESCRIPTIONOFITEM

(1.1) Form ofEquity Distribution Agreement (incorporated by reference to Exhibit 1.1 to the Nsource Inc. Form 8-
( filed on November 1, 20 I 8).

(1.2) Form of Master Forward Sale Confirmation (incorporated by reference to Exhibit 1.2 to the NiSource Inc. Form
8-K filed on November I , 20 I 8).

(2.1) Separation and Distribution Agreement, dated as ofJune 30,201 5, by and between NiSource Inc. and Columbia
Pipeline Group, Inc. (incorporated by reference to Exhibit 2.1 to the NiSource Inc. Form 8-K filed on July 2,
20 l s).

(3.1) Amended and Restated Certificate oflncorporation (incorporated by reference to Exhibit 3.1 to the NiSource
hrc. Form 8-K filed on January 26,201 8).

(,3.2) Bylaws of NiSource Inc., as amended and restated through January 26,2018 (incorporated by reference to
Exhibit 3.1 to the NiSource Inc. Form 8-K filed on January 26,2018).

(3 .3) Certificate ofDesignations of 5 .65Yo Series A Fixed-Rate Reset Cumulative Redeemable Perpetual Prefened
Stock (incorporated by reference to Exhibit 3.1 ofthe NiSource Inc. Form 8-Kfiled on June 12,2018).

(3.4) Form ofCertificate ofDesignations of6.50% Series B Fixed-Rate Reset Cumulative Redeemable Perpetual
Prefened Stock (incorporated by reference to Exhibit 3.1 of the MSource lnc. Form 8-Kfiled on November29,
20 l 8).

(3.5) Certificate of Designations of 650% Series B Fixed-Rate Reset Cumulative Redeemable Perpetual Preferred
Stock (incorporated by reference to Exhibit 3 .1 ofthe NiSource Inc. Form 8-K filed on December 6, 20 1 8).

(3.6) Certificate ofDesignations ofSeries B-1 Prefened Stock (incorporated by reference to Exhibit 3.1 to the
NiSource lnc. Form 8-K filed on December 27,2018).

(4.1) Indenture, dated as of March 1, 1988, by and between Northem hdiana Public Service Company ('NIPSCO')
and Manufacturers Hanover Trust Company, as Trustee (incorporated by reference to Exhibit 4 to the NIPSCO
Registration Statement @egistration No. 3 3 44 I 93)).
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(4.2) First Supplemental Indenture, dated as of December 1, l99l , by and between Northem lndiana Public Service
Company and Manufacturers Hanover Trust Company, as Trustee (incorporated by reference to Exhibit 4.1 to
the NIPSCO Registration Statement @egistration No. 33-63870).

(4.3) krdenture Agreement, dated as of February 14,1997 ,by and between NIPSCO Industries, Inc., NIPSCO Capital
Markets, Inc, and Chase Manhattan Bank as trustee (incorporated by reference to Exhibit 4.1 to the NIPSCO
Industries, Inc. Registration Statement (Registration No . 3 3 3 -223 47 )).

(4.4) Second Supplemental Indenture, dated as of November l, 2000, by and among NiSource Capital Markets, Inc.,
NiSource Inc., New NiSource Inc., and The Chase Manhattan Bank, as trustee (incorporated by reference to
Exhibit 4.45 to the NiSource lnc. Form I 0-K for the period ended December 3 I , 2000).

(4.5) Indenture, dated November 14,2000, among NiSource Finance Corp., NiSource Inc., as guarantor, and The
Chase Manhattan Bank, as Trustee (incorporated by reference to Exhibit 4.1 to the NiSource lnc. Form S-3,

dated November 17 ,2000 (Registration No. 33349330)).

(4.6) Form of 3.490% Notes due 2027 (incorporated by reference to Exhibit 4.1 to the NiSource Inc. Form 8-K filed on
May r7,2017).

(4.7)Formof4.375%Notesdue2047(incorporatedbyreferenceto@filedon
May 17,2017).

(4.8)Formof3.950%Notesdue2048(incorporatedbyreferenceto@filedon
September 8, 20 I 7).

(4.9)Formof2'650%Notesdue2022(incorporatedbyreferenceto@filedon
November 14,2017).

(4. I 0) Second Supplemental lndenture, dated as ofNovember 30, 20 I 7, between NiSource Inc. and The Bank ofNew
York Mellon, as trustee (incorporated by reference to Exhibit 4.4 to Post-Effective Amendment No. I to Form S-

3 fi led Novemb er 30, 20 17 (Regi stration No . 33 3 C | 43 60)).

(4. I I ) Thinil Supplemental Indenture, dated as ofNovember 30, 20 I 7, between NiSource Inc. and The Bank ofNew
YorkMellon,astrustee(incorporatedbyreferenceto@filedon
December 1,2017).

(4.12) Second Supplemental Lrdenture, dated as of February 12, 2018, between Norlhem Indiana Public Service
Company and The Bank of New York Mellon, solely as successor trustee under the Indenture dated as of March
l, 1988 between the Company and Manufacturers Hanover Trust Company, as original trustee. (incorporated by
reference to@filed on May 2,20L8).

(4.1 3 ) Third Supplemental Indenture, dated as of June I 1 , 201 8, by and between NiSource Inc. and The Bank of New
York Mellon, as trustee (including form of 3.650% Notes due 2023) (incorporated by reference to S[i[il1!.]3,f
theNiSource Inc. Form 8-Kfiled on June 12, 2018).

(4.14) Deposit Agreement, dated as of December 5, 2018, among NiSource, Inc., Computershare lnc. and
Computenhare Trust Company, N.A., acting jointly as depositary, and the holders fiom time to time of the
depositaryreceiptsdescribedtherein(incorporatedbyreferenceto@
( filed on December 6, 20 1 8).

(4.15) Form of Depositary Receipt (incorporated by reference to Exhibit 4.1 of the Nisource Inc. Form 8-K filed on
December 6,201 8).

(4,16) Amended and Restated Deposit Agreement, dated as of December 27,2018, among NSource, Inc.,
Computershare Inc. and Computenhare Trust Company, N.A., acting jointly as depositary, and the holden from
time to time ofthe depositary receipts described therein (incorporated by reference to Exhibit 4.1 to the
NSource Inc. Form 8-Kfiled on December2T,2018),

(4.17) Form ofDepositary Receipt (incorporated by reference to Exhibit 4. I to the Ni Source lnc. Form 8-K filed on
December 27, 20 I 8).

(l0.1) 2010 Omnibus hcentive Plan (incorporated by reference to Exhibit B to the NSource Inc. Definitive Proxv
Statement to Stockholders for the Annual Meeting held on May I I, 2010, filed on April 2, 2010).*
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(10.2) First Amendment to the 20l0.Onnibus Incentive Plan (incorporated by reference to Erhihiug2l+{llffi9rer,t'.1:t;t"T
NiSource Inc. Form I 0-K fi lgd.6h February I 8, 20 I 4.)r

(10.3) 2010 Omnibus Incentive Plan (incorporated by reference to Exhibit C to the NiSource Inc. Definitive Proxv
Statement to Stockholden for the Annual Meeting held on May 12, 2015, filed on April 7, 2015).+
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(10.4) Second Arnendment to the Nisource lnc.20l0 Ornnibus I-ncentive Plan (incorporated by reference to Exhibit
I 0. I to the NiSource lnc. Form 8-K filed October 23, 20 I 5.)+

(10.5) Form of Performance Share Award Agreement under the 2010 Omnibus Incentive Plan (incorporated by
reference to filed on April 30,2014.)*

(10.6) Form ofAmended and Restated 2013 Performance Share Agreement effective on implementation of the spinoff
on July 1,2015, (underthe 2010 Omnibus lncentive Plan)(incorporated by reference to Exhibit l0.l to the

NiSource Inc. Form 100 filed on November 3,201 5).*

(l 0.7) Form ofAmended and Restated 2014 Performance Share Agreement effective on the implementation ofthe spin-
offon July l, 2015, (under the 2010 Ornnibus lncentive Plan)(incorporated by reference to Elhibi!-l-0.L!gjE.
NiSource Inc. Form I 0-O filed on November 3, 20 I 5).*

(10.8) Form of Amendment to Restricted Stock Unit Award Agreement related to Vested but Unpaid NiSource
Restricted Stock Unit Awards for Nonemployee Directors ofNi Source entered into as of July 1 3, 201 5

(incorporatedbyreferencetofiledonNovember3'20l5).,

(10.9) NiSourcelnc.NonemployeeDirectorRetirementPlan,asamendedandrestatedeffectiveMay 13,2008
(incorporated by reference to Exhibit 10.2 to the NiSource Inc. Form 10-K filed on February 27,2009).4

(10.10) Supplemental Life Insurance Plan effective January 1, 1991, as amended, (incorporated by reference to Exhibit 2

to the NIPSCO lndustries, lnc. Form 8-K filed on March 25, 1992).*

(10.1l) Form of Change in Control and Termination Agreement (incorporated by reference to !4[i!i@!-.!9.1S
NiSource Inc. Form 8-K filed January 6,2014).]

(1 0.12) Revised Form of Change in Control and Termination Agreement (incorporated by reference to Exhibit I 0.2 to
the NiSource lnc. Form 8-K filed on October 23,2015.)*

(l 0.13 ) Form of Restricted Stock Agreement under the 20 l0 Omnibus Incentive Plan (incorporated by reference to
Exhibit 10.18 to the NSource Inc. Form l0-K filed on February 28,201l).*

(10.14) Form of Restricted Stock Unit Award Agreement for Non-employee directors under the Non<mployee Director
StocklncentivePlan(incorporatedbyreferencetofiledon
February 28,2011).+

(10.15) Form ofRestricted Stock Unit Award Agreement forNonemployee Directors underthe 2010 Omnibus lncentive
Plan (incorporated by reference to Exhibit I 0.1 to NiSource Inc. Form I 0-O filed on August 2,2011).*

(l 0.16) Form of Performance Share Award Agreement under the 2010 Omnibus Incentive Plan (incorporated by
reference to filed on May 3,2016).t

(l 0. I 7) Form ofRestricted Stock Unit Award Agreement under the 20 I 0 Omnibus Incentive Plan.* (incorporated by
reference to filed on February 22,2017)

(10.18) Form of Restricted Stock Unit Award Agreement for Nonemployee Directors under the 2010 Omnibus lncentive
Plan. (incorporated by reference to Exhibit 10.18 to the NiSource Inc. Form l0-Kfiled on February 22,2017)+

(l 0.l9) Amended and Restated NiSource Inc. Supplemental Executive Retirement Plan effective May 13, 201 I
(incorporated by reference to Exhibit 10.3 to NiSource Inc. Form 10-O filed on October23,201l).t

(1 0.20) Amended and Restated Pension Restoration Plan for NiSource Inc. and Affiliates effective May I 3, 20 I I
(incorporated by reference to Exhibit 10.4 to NiSource Inc. Form 100 filed on October28,201 l).*

(10.21) Amended Restated Savings Restoration Plan forNiSource lnc. and Affiliates effectiveOctober22,2012
(incorporated by reference to Exhibit I 0.20 to the Nisource Inc. Form I 0-K filed on Febnrary I 9, 20 I 3).*

(10.22) Amended and Restated NiSource Ilc. Executive Defened Compensation Plan effective November 1,2012
(incorporatedbyreferencetofiledonFebruary19'2013).*

(1 0.23) NiSource Inc. Executive Severance Policy, as amended and restated, effective January 1, 20 I 5 (incoqporated by
referenceto filedonFebruary 18,2015).*
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Fourth Amended and Restated Revolving Credit Agreement, dated as ofNovember 28,2016, among NiSource
Finance Corp., as Bonower, NiSource lnc., the Lenders party thereto, Barclays Bank PLC, as Administrative
Agent, JPMorgan Chase Bank, N.A- and The Bank of Tokyo-Mitsubishi UFJ, Ltd., as Co-Syndication Agents,
Citibank, N.A., Credit Suisse AG, Cayman Islands Branch and Wells Fargo Bank, National Association, as Co-
Documentation Agents, and Barclays Bank PLC, JPMorgan Chase Bank, N.A., The Bank of Tokyo-Mitsubishi
uFJ, Ltd., Credit Suisse Securities (USA) LLC, Citigroup Global Markets, lnc. and Wells Fargo Securities, LLC,
as Joint Lead Arrangers and Joint Bookrunners (incorporated by reference to Exhibit I 0. I to the Nisource Inc.
@LK fi led on November 28, 201 6).

Note Purchase Agreement, dated as ofAugust 23,2005, by and among NiSource Finance Corp., as issuer,
NiSource Inc., as guarantor, and the purchasen named therein (incorporated by reference to Exhibit 10.1 to the
NiSource Inc. Current Reoort on Form 8-K filed on August 26,2005).

Amendment No. I , dated as ofNovember 10, 2008, to the Note Purchase Agreement by and among NSource
Finance Corp., as issuer, NiSource lnc., as guarantor, and the purchasers whose names appear on tbe signature
page thereto (incorporated by reference to Exhibit I 0.3 0 to the NiSource Lrc. Form I 0-K filed on February 27,
2g0e).

Term Loan Agreement, dated as of March 3 1, 2016, by and among NiSource Finance Corp., as Borrowel
NSource lnc., as Guarantoq the Lenders party thereto, and PNC Bank, National Association, as Administrative
Agent, JP Morgan Chase Bank, N.A., as Syndication Agent, and Mizuho Bank, Ltd., as Documentation Agent
(incorporated by reference to Exhibit l0.l to the NiSource Inc. Form l0-O filed on May 3,2016).

LetterAgreement, dated as ofMarch 17,2015,by and between NiSource Inc. and Donald Brown. (incorporated
by reference Exhibit 10.1 to the NiSource Inc. Form l0-O filed on April 30,2015).*

Letter Agreement, dated as ofFebruary 23,2016, by and between NiSource Inc. and Pablo A. Vegas.
(incorporated by reference Exhibit 10.29 to the NiSource Inc. Form l0-K filed on February 22,2017).+

Tax Allocation Agreement, dated as ofJune 30,201 5, by and between NiSource Inc. and Columbia Pipetine
Group, Inc. (incorporated by reference to Exhibit I 0.1 ofthe NiSource Inc. Form 8-K filed on July 2, 20 I 5).

Employee Matters Agreement, dated as of June 30, 201 5, by and between NiSource Inc. and Columbia Pipeline
Group, Inc. (incorporated by reference to Exhibit I 0.2 ofthe NiSource Inc. Form 8-K filed on July 2,2015).

Form of Change in Control and Termination Agreement (incorporated by reference to fti!ig![!_.19.1@
NiSource Inc. Form l0-O filed on August 2,2017).

Form ofPerformance Share Award Agreement under the 20 1 0 Omnibus Incentive Plan (incorporated by
reference to Exhibit 10.33 to the Nisource Form l0-Kfiled on February 20,2018).*

Form of Restricted Stock Unit Award Agreement under the 20 l0 Omnibus Ilcentive Plan (incorporated by
reference to Exhibit 10.34 to the NiSource Form l0-K filed on February 20, 2018).t

Term Loan Agreement dated as of April 1 8, 201 8 among Ni Source Inc., as bonower, the lenders party thereto
and MTIFG Bank, Ltd., as administrative agent and as sole lead ananger and sole bookrunner (incorporated by
reference to Exbibit I 0.1 ofthe Nisource Inc. Form 8-K filed on April I 9, 20 I 8).

Common Stock Subscription Agreement, dated as ofMay 2,2018, by and among NiSource Inc. and the
purchasers named therein (incorporated by reference to Exhibit l 0.l ofthe Nisource Inc. Form 8-K filed on May
2. 20 I 8).

Registration Rights Agreement, dated as ofMay 2, 20 I 8, by and among Nisource Inc. and the purchasers named
therein (incorporated by reference to Exhibit 1 0.2 ofthe NiSource Inc. Form 8-K filed on May 2,2018).

Purchase Agreement, dated as ofJune 6,2018,by and among NiSource Inc. and Credit Suisse Securities (USA)
LLC, J.P. Morgan Securities LLC, Morgan Stanley & Co. LLC and MUFG Securities Americas Inc., as

representatives, relating to the 5.650% Series A Preferred Stock (incorporated by reference to Bbibil|(LbfuE
NiSource Inc. Form 8-K filed on June I 2, 20 1 8).

Purchase Agreement, dated as ofJune 6, 20 1 8, by and among NiSource Inc. and Credit Suisse Securities (JSA)
LLC, J.P. Morgan Securities LLC, Morgan Stanley & Co. LLC and MUFG Securities Americas Inc., as

representatives, relating to the 3.650% Notes due 2023 (incorporated by reference to fulliL!.,1[]9ftfu
NiSource Inc. Form 8-Kfiled on June 12,2018).
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(10.41) Registration Rights Agreement, dated as of June I 1 , 20 I 8, by and among NiSource Inc. and Credit Suisse
Securities (USA) LLC, J.P. Morgan Securities LLC, Morgan Stanley & Co. LLC and MUFG Securities Americas
Inc., as representatives, relating to the 3.65 0% Notes due 2023 (incorporated by reference to Exhibit 1 0.4 of the
NiSource Inc. Form 8-K filed on June 12,201 8).

(10.42) Amended and Restated NiSource Inc. Supplemental Executive Retirement Plan effective August I0,20L7
(incorporated by reference to Exhibit 10.I of the NiSource Inc. Form 100 filed on November l, 2018).

(10.43) Amended and Restated Pension Restoration Plan forNiSource lnc. and Affiliates effective August 10,2017
(incorporated by reference to Exhibit I 0.2 ofthe Ni Source Inc. Form 1 0-O filed on November I , 20 I 8).

(10.44) Amended Restated Savings Restoration Plan for NiSource Inc. and Affliates effective August I 0, 20 I 7
(incorporatedbyreferencetofi|edonNovemberl,20l8).

(10.45) r+

Ql) List of Subsidiaries.+*

(23) @**
(3 l.l) **

(31.2\ **

(32'r) 
.b-@ilbl**

(32'2) 
!.erslLLtt

(l01.INS) XBRLInstanceDocument.**

(l01.SCn )(BRL Schema Document.**

(l0l.CAL) XBRL Calculation Linkbase Document.**

(1 0l .LAB) XBRL Labels Linkbase Document.* *

(l 0 l.PRE) XBRL Presentation Linkbase Document.**

(l 0 I.DEF) XBRL Defi nition Linkbase Document.i*

* Management contract orcompensatory plan orarangement ofNiSource Inc.

** Exhibit filed herewitb.

References made to NIPSCO filings can be found at Commission File Number 001-04125. References made to NiSource lnc. filings made prior to
November 1.2000 can be found at Commission File Number 001-09779.
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SIGNATIJRES

Pursuant to the requiremeots of Section I 3 or l5(d) of tbe Securities Exchmge Act of 1934, the regishant has duly caused this report to be signed on its behalf by the undersigned,
hereunto duly authorized.

NiSource Inc.

Date:

(Registrm0

By: /s/ JOSEPH HAMROCK

Joseph Hamrock

President, Chief Executive Officer and Director

(Principal Executive Officer)

PuIsanttotheIequirementsoftheSecuritiesExchangeActofl934,thisreporthasbeensignedbelowbythefollowingPeIsonsonbehalfoftheregistantandinecapacitiesmdon
the dates indicated.

lsl JOSEPH HAMROCK Date: February 20,2019

Josepb Hamrock

lsl DONALD E. BROWN

President, Chief

Executive Officer and Director
(Principal Executive Offi cer)

Executive Vice hesident and

C'hief Finmcial Officer
(Principal Financial Offi cer)

Vice hesident md

Chief Accountin g Offi cer
(Principal Accounting Officer)

Chaimm and Director

Director

Director

Director

Director

Dirtrtor

Director

Director

Director

Director

t22

Date: February 20,2019

Donald E. Brown

lsl JOSEPH W. MULPAS Date: February 20,2019

Josph W Mulpa

lsl RICHARD L. THOMPSON Date: February 20,2019

Richad L. Thompmn

hI PETERA. ALTABEF Date: February 20,2019

Peter A. Altabef

lsl THEODORE H. BUNTINC, JR Date: February 20,2019

Theodore H. Bunting

lsl ERICL. BUTLER Date: February 20,2019

Eric L. Butler

lsl ARISTIDES S. CANDRIS Date: Februarv 20.2019

Aristides S. Cadris

lsl WAYNE S. DEVEYDT Date: February 20,2019

Wayne S- DeVeydt

ls/ DEBORAHA.HENRETTA Date: February 20,2019

Deborah A. Henretta

lsl MICHAEL E. JESANIS Date: February 20.2019

Michael E. Jemis

lsl KEVIN T. KABAT Date: Februarv 20.2019

Kevin T. Kabat

lsl CAROLYN Y. WOO

Carolyn Y. Woo

Date: February 20,2019
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Exhibit 10.45

NiSource Inc.

2010 Omnibus Incentive Plan

Performance Share Award Agreement

This Performance Share Award Agreement (the " Agreement") is made and entered into as of (the "Gran!
Datg), by and between NiSource Inc., a Delaware corporation (the "Coupany"), and an Employee of the
Company (the 'Grantee"), pursuant to the terms of the NiSource Inc. 2010 Omnibus Incentive Plan, as amended (the 'BlaU"). Any
term capitalized but not defined in this Agreement shall have the meaning set forth in the Plan.

Section 1. Performance Share Award. The Company hereby grants to the Grantee, on the terms and conditions
hereinafter set forth, a target award of Performance Shares (the "&rformance Shares"). The Performance Shares

shall be represented by a bookkeeping entry with respect to the Grantee (tfre'Performance Share Accomf') of the Company, and each

Performance Share shall be settled with one Share, to the extent provided under this Agreement and the Plan. This Agreement and the

award shall be null and void unless the Grantee accepts this Agreement electonically within the Grantee's stock plan account with the

Company's stock plan adminisftator according to the procedures then in effect.

Section 2. Performance-Based Vesting Conditions.

(a) General. Subject to the remainder of this Agreement, the Performance Shares shall vest pursuant to the terms of this

Agreement and the Plan based on the achievement of the performance goals set forth in this Section 2 over the performance
period beginning on and endins on (the "Performansg-Period"), provided (i) that

(the "yesdsg Date") and (ii) the Companythat the Grantee remains in continuous Service through
achieves the threshold cumulative NOEPS goal set forltr in Section 2(b). Attainment of the performance goals shall be

determined and certified by the Compensation Committee of the Board of Directors of the Company (the "Committee") prior
to the settlement of the Performance Shares.

(b) Financial Performance Goal. Subject to the terms of this Agreement and the Plan, shall be elieible to
vest based on the Company's achievement of cumulative NOEPS during the Performance Period, as follows:

Performance Level(l) Cumulative NOEPS
Percentage ofPerformance Shares that Shall

Ves(2)

Threshold $

Target J

Maximum S and above

(1) The vesting percentage for performance between performance levels shall be determined based on linear interpolation.
(2) The number of Performance Shares that shall vest based on the Company's cumulative NOEPS perfbrmance shall be

subject to a performance modifier of +l- 25%o based on the Company's RTSR over the Performance Period, with such
Performance Shares (i) increasing by 25% if the Company's RTSR is in the top quartile of the TSR Peer Group, (ii)
decreasing by 25% if the Company's RTSR is in the bottom quartile of the TSR Peer Group, and (iii) remaining the same if
the Company's RTSR is in the second or third quartiles of the TSR Peer Group. No other adjustrnent shall be made based

on the Company's RTSR.
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(c) Customer Framework Performance Goals. Subject to the terms of this Agreement and the Plan, shall be

equallyeligible to vest based on the achievement of the Customer Framework Goals set forth below, with each goal

weishted:

Performance Measure Goal(l)

National Safety Council Barometer Suwey

JD Power Gas and Electric Utility Residential
Customer Satisfaction Studies

Operations and Maintenance Financial Plan

Orsanizational Health Index

Greenhouse Gas Emissions

If the Companv fails to achieve th a to such(1) lt the Company talls to achleve th
perfbrmance goal shall not be eligible to vest.
(d) Definitions.

(i) 'SUAUIAUySJ@PS" means the Company's cumulative net operating eamings per share petformance as certified

by ttre Committee following the Performance Period.
(ii) "Kf$&" means the annualized growth in the dividends and share price of a Share, calculated using a20 day tading

average of the Company's closing price beginning on and ending
compared to the TSR perfbrmance of the TSR Peer Group. The starting and ending share prices

computation of RTSR will equal the average closing price of each company's common stock over the 20

days immediately preceding the first and last day of the perfbrmance period.

(iii) "IlR_&91QI9!p" means the peer group of companies determined by the Committee at its meeting

Section 3. Termination of Employment.

Termination of Service Prior to Vesting Date . Except as set forth below, if ttre Grantee's Service is terminated for any
reason prior to the Vesting Date, then the Grantee shall forfeit the Performance Shares credited to the Grantee's

Performance Share Account.

Retirement. Disability or Death.

Notwithstanding the foregoing, in the event that the Grantee's Service terminates prior to the Vesting Date and on
or within 12 months prior to the end of the Performance Period as a result of the Grantee's (i) Retirement, (ii)
Disability; or (iii) death, ttren the Grantee (or the Grantee's beneficiary or estate in the case of the Grantee's death)

shall vest in a pro rata portion of the Performance Shares, based on the actual performance results for the

Perfonnance Period. Such pro rata portion of the Performance Shares shall be determined by multiplying the

number of Performance Shares eamed based on actual performance by a fraction, where the numerator shall equal

the number of calendar months (including partial calendar months) that have elapsed from the Grant Date through
the date of the Grantee's termination of Service, and the denominator shall be the number of calendar months
(including partial calendar months) that have elapsed between the Grant Date and

If the Grantee terminates Service due to death prior to the Vesting Date and with more than 12 months remaining
in the Performance Period, then the Grantee's beneficiary or estate shall vest, on the date of termination, in a pro
rata portion of the target Performance

for the

trading

(a)

(b)

o

(ii)
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Shares. Such
Performance
partial calend
Sewice, and - _ cluding partial calendar months) that
have elapsed between the Grant Date ancl

(iiD "&!irg!gg$" means the Grantee's termination from Service at or after attainment of age 55 and completing at
least ten years of service (within the meaning of the Company's tax-qualified pension plan, as in effect on the
Grant Date, regardless of whether the Grantee is eligible for such plan).

(c) Change in Contol. Notwithstanding the foregoing provisions, in the event of a Change in Contol, the Performance
Shares under this Agreement shall be subject to Article XVI of the Plan. In the event of any conflict between Article XVI
of the Plan and this Agreement, Article XVI shall control Notwithstanding any other agreement between the Company
and the Grantee, the "Good Reason" defurition set forth in Section 16. I of the Plan shall govem this award.

Section 4. Delivery of Shares. Subject to the terms of this Agreement and except as otherwise provided for herein, the

Company shall convert the Performance Shares in the Grantee's Performance Share Account into Shares and issue or deliver the total
number of Shares due to the Grantee as soon as administatively practicable after the Vesting Date (but in no event later than

) or, if earlier, within 30 days following the Grantee's death in accordance with Section 36)(ii). Grantee's
termination of Service without Cause or due to Good Reason in accordance with Section I 6. I (a) of the Plan or a Change in Contol in
accordance with Section 16.l(b) of the Plan. The delivery of the Shares shall be subject to payment of the applicable withholding tax
liability and the forfeiture provisions of this Agreement. If the Grantee dies before the Company has issued or distibuted the vested
Performance Shares, the Company shall transfer any Shares with respect to the vested Performance Shares in accordance with the
Grantee's written beneficiary designation or to the Grantee's estate if no written beneficiary designation is provided. The issuance or
deliver of the Shares hereunder shall be evidenced by the appropriate enty on the books of the Company or of a duly authorized
hansfer agent of the Company. The Company shall pay all original issue or transfer taxes and all fees and expenses incident to such
issuance or delivery, except as otherwise provided in Section 5.

Section 5. Withholding of Taxes. As a condition precedent to the delivery to Grantee of any Shares upon vesting of the

Performance Shares, Grantee shall, upon request by the Company, pay to the Company such amount of cash as the Company may be
required, under all applicable federal, state, local or other laws or regulations, to withhold and pay over as income or other withholding
taxes (the "nequirea fax payments") with respect to the Performance Shares. If Grantee shall fail to advance ttre Required Tax
Payments after request by the Company, the Company may, in its discretion, deduct any Required Tax Payments from any amount
then or thereafter payable by the Company to Grantee or withhold Shares. Grantee may elect to satisfo his or her obligation to advance
the Required Tax Payments by any of the following means: (a) a cash payment to the Company; (b) delivery io the Company (either
actual delivery or by attestation procedures established by the Company) of previously owned whole Shares having a Fair Market
Value, determined as of the date the obligation to withhold or pay taxes first arises in connection with the Performance Shares (the

"b&b,'), equal to the Required Tax Payments; (c) auttrorizing the Company to withhold from the Shares otherwise to be delivered
to Grantee upon the vesting of the Performance Shares, a number of whole Shares having a Fair Market Value, determined as of the
Tax Date, equal to the Required Tax Payments; or (d) any combination of (a), (b) and (c). Shares to be delivered or withheld may not
have a Fair Market Value in excess of the minimum amount of the Required Tax Payments. Any fraction of a Share which would be
required to
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satisf, such an obligation shall be disregarded and the remaining amount due shall be paid in cash by Grantee. No Shares shall be

delivered until the Required Tax Payments have been satisfied in full.

Section 6. Compliance with Applicable Law. Notwithstanding anything contained herein to the contrary, the Company's

obligation to issue or deliver certificates evidencing the Performance Shares shall be subject to all applicable laws, rules and

regulations, and to such approvals by any govemmental agencies or national securities exchanges as may be required. The delivery of
all or any Shares that relate to the Performance Shares shall be effective only at such time that the issuance of such Shares shall not
violate any state or federal securities or other laws. The Company is under no obligation to effect any registation of Shares under the

Securities Act of 1933 or to effect any state regisffation or qualification of the Shares that may be issued under this Agreement. Subject
to Section 409A of the Code (the "Section 4094"), the Company may, in its sole discretion, delay the delivery of Shares or place

restictive legends on Shares in order to ensure that the issuance of any Shares shall be in compliance with federal or state securities

laws and the rules of any exchange upon which the Company's Shares are taded. If the Company delays the delivery of Shares in
order to ensure compliance with any state or federal securities or other laws, the Company shall deliver the Shares at the earliest date at

which the Company reasonably believes that such delivery shall not cause such violation, or at such later date that may be permitted

under Section 409A.

Section 7. Restriction on Transferability. Except as otherwise provided under the Plan, until the Performance Shares have

vested under this Agreement, the Performance Shares granted herein and the rights and privileges conferred hereby may not be sold,

transferred, pledged, assigned, or otherwise alienated or hypothecated (by operation of law or otherwise), other than by will or the laws
of descent and disnibution. Any attempted transfer in violation of the provisions of this paragraph shall be void, and the purported

transferee shall obtain no rights with respect to such Performance Shares.

Section 8. Grantee's Rights Unsecured. The right of the Grantee or his or her beneficiary to receive a distribution hereunder

shall be an unsecured claim against the general assets of the Company, and neither the Grantee nor his or her beneficiary shall have
any rights in or against any amounts credited to the Grantee's Performance Share Account, any Shares or any other specific assets of
the Company. All amounts credited to the Grantee's Performance Share Account shall constitute general assets of the Company and

may be disposed of by the Company at such time and for such purposes as it may deem appropriate.

Section 9. No Rights as Stockholder or Employee. The Grantee shall not have any privileges of a stockholder of the

Company (including, wittrout limitation, any voting rights or rights to receive dividends) with respect to the Performance Shares

subject to this Agreement. Furthermore, nothing in this Agreement shall confer upon the Grantee any right to continue as an Employee
of the Company or any Affiliate or io interfere in any way with the right of the Company or any Affiliate to terminate the Grantee's

Sewice at any time.

Section 10. Adjustments. If at any time while the award is outstanding, the number of outstanding Performance Shares is

changed by reason of a reorganization, recapitalizaion, stock split or any of the other events described in the Plan, the number and

kind of Performance Shares and the performance goals, as applicable, shall be adjusted in accordance with the provisions of the Plan.

Section 11. Notices. Any notice hereunder by the Grantee shall be given to the Company in writing, and such notice shall be
deemed duly given only upon receipt thereof at the following address: Corporate Secretary NiSource Inc., 801 East 86th Avenue,
Merillville, IN 46410-6271 (or at such other address as the Company may designate by notice to the Grantee). Any notice hereunder
by the Company shall be given to the Grantee in writing, and such notice shall be deemed duly given only upon receipt thereof at such
address as the Grantee may have on file with the Company.
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Section 12. Administration. The administation of this Agreement, including the interpretation and amendment or teunination
of this Agreement, shall be performed in accordance with the Plan. All determinations and decisions made by the Committee, the

Board, or any delegate of the Committee as to the provisions of this Agreement shall be conclusive, final, and binding on all persons.

Notwithstanding the foregoing, if subsequent guidance is issued under Section 409A ttrat would impose additional taxes, penalties, or
interest to either the Company or the Grantee, the Company may administer this Agreement in accordance with such guidance and

amend this Agreement without the consent of the Grantee to the extent such actions, in the reasonable judgment of the Company, are

considered necessary to avoid the imposition of such additional taxes, penalties, or interest.

Section 13. Governing Law. This Agreement shall be consfued and enforced in accordance with the laws of the State of
Indiana, without giving effect to the choice of law principles thereof.

Section 14. Entire Agreement: Agreement Subject to Plan. This Agreement and the Plan contain all of the terms and

conditions with respect to the subject matter hereof and supersede any previous agreements, written or oral, relating to the subject

matter hereof. This Agreement is subject to the provisions of the Plan and shall be interpreted in accordance therewith. In the event that

the provisions of this Agreement and the Plan conflict, the Plan shall control. The Grantee hereby acknowledges receipt of a copy of
the Plan.

Section 15. Section 409A Compliance. This Agreement and the Performance Shares granted hereunder are intended to be

exempt from Section 409.4, to the maximum extent possible, and shall be inierpreted and construed accordingly.

ISTGNATURE PAGE TO FOLLOW]
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IN WITNESS WHEREOF, the Company has caused the Performance Shares zubject to tris Agreement to be granted, and the Grantee
has accepted the Performance Shares subject to the terms of the Agreement, as of the date first above written.

NiSource Inc.

GRANTEE

By:
Ib:

By:
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Exhibit 21

SUBSIDIARIES OF NISOURCE

as of December 31, 2018

SegmenUSubsidiary

GAS DISTRIBUTION OPERATIONS

Bay State Gas Company d/b/a Columbia Gas of Massachusetts

Central Kentucky Transmission Company

Columbia Gas of Kentucky, Inc.

Columbia Gas of Maryland, Inc.

Columbia Gas of Ohio, Inc.

Columbia Gas of Pennsylvania, Inc.

Columbia Gas of Virginia, Inc.

NiSource Gas Distribution Group, Inc.

ELECTRIC OPERATIONS

Northern Indiana Public Service Company LLC*

CORPORATE AND OTHER OPERATIONS

Columbia Gas of Ohio Receivables Corporation

Columbia Gas of Pennsylvania Receivables Corporation

NIPSCO Accounts Receivable Corporation

NiSource Corporate Group, LLC

NiSource Corporate Services Company

NiSource Development Company, Inc.

NiSource Energy Technologies, Inc.

NiSource Stategic Sourcing Inc.

NiSource Insurance Corporation, Inc.

Lake Erie Land Company

RoseWater Wind Generation LLC

NiSource Retail Services. Inc.

EnergyUSA-TPC, Inc.

* Reported under Gas Distribution Operations and Electric Operations.

State oflncorporation
Massachusetts

Delaware

Kentucky

Delaware

Ohio

Pennsylvania

Virginia

Delaware

Indiana

Delaware

Delaware

Indiana

Delaware

Delaware

Indiana

Indiana

Ohio

Utah

Indiana

Indiana

Delaware (lnactive)

Indiana (Inactive)
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Erhibit 23

CONSENT OF' II{DEPENDENT REGISTERED PUBLIC ACCOT'NTING FIRM

Wc consent to the incorporation by reference in Regisbation Statement Nos. 333-107743,333-166888, 333-170706,333-204168 and333-228102 on Form
E,333-214360 on Fomt 93,333-228791,333-228790 md333-228791 on Form S4 of ourreports dated February 20,20l9,relating to the consolidated

financial statements and financial statement schedule of NiSource Inc. and zubsidiaries (the "Company") and the efectiveness of the Company's intemal
control over financial reporting, appearing in this Annual Report on Form l0-K ofNiSource Inc. forthe year ended December 3 1,201 8.

/V DELOITTE & TOUCTIB LLP
Columbus, Ohio
February 20,2019
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Exhibit 31.1

C ertification Pursu ant to
Section 302 of the Sarbanes-Oxlev Act of 2002

I, Joseph Hamrock, certifo that:

1 , I have reviewed this Annual Report on Form I 0-K ofNiSource Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light ofthe circumstances underwhich such statements were made, not misleading with respect to the period covered by this
repoft;

3 . Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results ofoperations and cash flows ofthe registrant as of, and for, the periods presented in this report;

4. The registrant's other certifoing office(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules I 3a-1 5(e) and I 5d-1 5(e)) and intemal control over financial reporting (as defined in Exchange Act Rules I 3 a-l 5(f) and I 5d-
I 5(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, orcaused such disclosure controls and procedures to be designed underoursupervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by othen within
those entities, particularly during the period in which this report is being prepared;

b. Designed such intemal control over financial reporting, or caused such intemal control over financial reporting to be designed under our
supewision, to provide reasonable assurance regarding the reliability offinancial reporting and the preparation offinancial statements for
extemal purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness ofthe registrant's disclosure controls and procedures and presented in this report ourconclusions about the
effectiveness ofthe disclosure controls and procedures, as ofthe end ofthe period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's intemal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case ofan annual report) that has materially affected, or is reasonably likely
to materially affect, the registrant's intemal control over financial reporting; and

5. The registrant's otber certifing officer and I have disclosed, based on our most recent evaluation ofintemal control over financial reporting, to the
registrant's auditors and the audit committee ofthe registrant's board ofdirecton (orpersons performing the equivalent functions):

a. All signilicant deficiencies and material weaknesses in the design oroperation ofintemal control overfinancial reporting which are
reasonably likely to advenely affect the registrant's ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's intemal
control over financial reporting.

Date: Februarv 20. 201 9 /s/ Josenh Hamrock

Joseph Hamrock

President and Chief Executive Officer

By
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Exhibit 31.2

Cerffication Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Donald E. Brown, certi0/ that:

I . I have reviewed this Annual Report on Form I 0-K ofNiSource lnc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in I ight of the circumstances under which such statements were made, not misleading with respect to the period covered by this
rcport;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results ofoperations and cash flows ofthe registrant as o{ and for, the periods presented in this report;

The registrant's other certifring office(s) and I are responsible for establishing and maintaining disclosure confiols and procedures (as defined in
Exchange Act Rules I 3a-l 5(e) and I 5d-1 5(e)) and intemal control over financial reporting (as defined in Exchange Act Rules I 3a-l 5(f) and I 5d-
I 5(f)) for the registrant and have:

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supewision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by othe$ within
those entities, particularly during the period in which this report is being prepared;

Designed such intemal control over financial reporting, or caused such intemal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability offinancial reporting and the preparation offinancial statements for
extemal purposes in accordance with generally accepted accounting principles;

Evaluated the effectiveness ofthe registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness ofthe disclosure controls and procedures, as ofthe end ofthe period covered by this report based on such evaluation; and

Disclosed in this report any change in the registrant's intemal control over financial repofting that occuned during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case ofan annual report) that has materially affected, or is reasonably likely
to materially affect, the registrant's intemal control over financial reporting; and

5. The registrant's other certifring officer and I have disclosed, based on our most recent evaluation ofintemal control over financial reporting, to the
registrant's auditon and the audit committee ofthe registrant's board ofdirectors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of intemal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's intemal
control over financial reporting.

Date: Februarv 20.2019 /s/ Donald E. Brown

Donald E. Brown

Executive Vice President and ChiefFinancial Officer

2

J

t

a)

b)

c)

d)

By:
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Exhibit 32.1

Certification Pursuant to
Section 906 ofthe Sarbanes-Oxlev Act of2002

In connection with the Annual Report ofNiSource Inc. (the "Company") on Form I 0-K for the year ending December 3 1 , 20 I 8 as filed with the Securities and
Exchange Commission on the date hereof(the "Report"), I, Joseph Hamrock, ChiefExecutive Officer ofthe Company, certif, pursuant to Section 906 ofthe
Sarbanes-Oxley Act of2002, tbat:

0 ) The Report fully complies with the requirements of section l3(a) or l5(d) of the Securities Exchange Act of 1934; and

@ The inforrration contained in the Report fairly presents, in all material respects, the financial condition and result ofoperations ofthe Company.

/s/ Joseph Hamrock

Joseph Hamrock

President and Chief Executive Officer

Date: February 20,20L9
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Exhibit 32.2

Certification Pursuant to
Section 906 of the Sarbanes4xlev Act of 2002

In connection with the Annual Report ofNiSource Inc. (the "Company") on Form l0-K for the year ending December 3 1,201 8 as fled with the Securities and
Exchange Comrnission on the date hereof (the "Report"), I, Donald E. Bmwn, Executive Mce President and Chief Financial Officer of the Company, certifr,
pursuant to Section 906 ofthe Sarbanes0nley Act of2002, that:

(l ) The Report fully complies with the requirements ofsection I 3(a) or I 5(d) ofthe Securities Exchange Act of 1934; and

@ The information contained in the Report fairly presents, in all material respects, the fnancial condition and result ofoperations ofthe Company.

/s/ Donald E. Brown

Donald E. Bmwn

Executive Vice President and ChiefFinancial Officer

Date: February 20,2019
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FORWARD.LOOKI NG STATEMENTS
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REGULATION G DISCLOSURE STATEMENT
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ANTICIPATED DIVIDEND RECORD & PAYMENT DATES
- NI COMMON STOCK

STOCKHOLDER SERVICES

Qr-ieslion-c about stcckholcler accounls, stcck certif icates,
transiei' of shai'es, civicend payments, automatic
dividenc reinvestn rert anc -ctock purchase olan, anci
olecti'onie rionocit mav lro ciiroctor^j .n ComnulerShare at
the following:

Computershare
c/o Sl'ra refrolder Services
P. O Box 505OOO
Louisvllle, <Y 40233-5OOO
or
c,zb Shareholder Services
462 South 4tlr Street, Suite 1600
Louisville, <Y 4A2a2

(888) 884-779O

TDD for Heari:rg lmoaired: (8OO) 231-5469

Foreign Stockholcers: (2O1) 680-6578

TDD -oreign Stockholders; (2O1) 68O-661O

cn.nnr ttorqraro com /i nvoslor

RECORD DATE
02i1t/19

o4/so/19
a7/s1i19
10i,51i19
02/11/20

PAYMENT DATE
02/20/i9
05/24/19
08/20/19
11i20/19

02/2A/20

COMMON STOCK DIVIDEND DECLARED
On Februai'y 20,2019, the comoany paid a qua!'terly
dividend cf $O 20 per share, equii,alent to $O.EO per
-1.--^ ^^ .-l '.-5l ldle Uii cil I dl ll lUc.ll UdSlS.

INVESTOR & FINANCIAL INFORMATION
Firranc ial arralvq'c a.ral in\/€:sl nrcni nrnf'r.sciorrais slould
direct r,^,rritren ano telephone inquiries to NiSour-ce
Investor Relations at BOI E. 86th Avenue, Merrillirille, lN
46414 or (614) 460-4789.

Copies of t\iSource's financial reports are available by
wriIing oi- calling the Investor Relations deDai'tmeirt ai
rlro :ridrpc< rir rrfronrr nLl"nber listed above Tne materials
are dlsc available at NiSource.com.
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DEFINEDTERMS

The following is a list ofabbreviations or acronyms that are used in this report:

NiSource Subsidiaries. Affiliates and Former Subsidiaries

Capital Ma*ets (former subsidiary)

Columbia (former subsidiary)

Columbia ofKentucky

Columbia ofMaryland

Columbia of Massachusetts

Columbia of Ohio

Columbia of Pennsylvania

Columbia of Virginia

Company

CPG (former subsidiary)

Exhibit No.403
Attachment B
Page 3 of 138

\ /itness: P.R. Moul

NiSource Capital Markets, Inc.

Columbia Energy Group

Columbia Gas of Kentucky, Inc.

Columbia Gas of Maryland, Inc.

Bay State Gas Company

Columbia Gas of Ohio, Inc.

Columbia Gas ofPennsylvania, Inc.

Columbia Gas of Virginia, Inc.

NiSource Inc. and its subsidiaries, unless otherwise indicated by the context

Columbia Pipeline Group, lnc.

NIPSCO Northem Indiana Public Sewice Company LLC
NiSource or"our") NiSource Inc.

NiSource Corporate Sewices NiSource Corporate Sewices Company

NiSource Finance (formersubsidiary) NiSource Finance Corporation

Abbreviations

ACE Affondable clean energy

ARJDC Allowance for funds used during construction

AMR Automatic meterreading

AMRP Accelerated Main Replacement Program

AOCI Accumulated Other Comprehensive Income

ASC Accounting Standards Codification

ASU Accounting Standards Update

ATM At-the-market

Board Board ofDirectors

BTA Build-transfer agrcement

CAA Clean AirAct
CAP Compliance Assurance Process

CCGT Combined Cycle Gas Turbine

CCRs Coal Combustion Residuals

CEP Capital Expenditure Program

CERCLA Comprehensive Environmental Response Compensation and Liability Act
(also known as Superfund)

CO2 Carbon dioxide

CPP Clean Power Plan

DPU Department ofPublic Utilities

DSIC Distribution System Investment Charge

DSM Demand Side Management

ECT Environmental Cost Tracker

EERM Environmental Expense Recovery Mechanism

EGUs Electric Utility Steam Generating Units
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DEFINEDTERMS

ELG Effluence limitations guidelines

EPA United States Environmental Protection Agency

EPS Eamings Per share

FAC Fuel adjustment clause

FASB Financial Accounting Standards Board

FERC Federal Energy Regulatory Commission

FMCA Federally Mandated Cost Adjustment

FTRs Financial Transmission Rights

GAAP Generally Accepted Accounting Principles

GCA Gas cost adjustment

GCR Gascostrecovery

GHG Greenhouse gas

GSEP Gas SystemEnhancementProgram

GWh Gigawatt houn

IRIS Infrastructure Replacement and Improvement Surcharge

IRP Infrastructure Replacement Program

IRS Intemal Revenue Service

IURC hdiana Utility Regulatory Commission

LDCs Local distribution companies

LIBOR London inter-bank offered rate

LIFO Last-in, first-out

MGP Manufactured Gas Plant

MISO Midcontinent lndependent System Operator

Mizuho Mizuho Corporate Bank Ltd.

MMDth Million dekatherms

MW Megawatts

MWh Megawatt hours

NOL Net Operating Loss

NTSB National Transpoftation Safety Board

NYMEX The NewYork Mercantile Exchange

NYSE TheNewYork Stock Exchange

OPEB OtherPostretirement and Postemployment Benefits

PCB Polychlorinatedbiphenyls

PHMSA U.S. Department of Transpoftation Pipeline and Hazardous Materials Safety
Administration

P$CC Post-in-sewice carrying charges

PPA Purchaseplan agreement

PSC Public Service Commission

PTC Production Tax Credits

PUC Public Utility Commission

PUCO Public Utilities Commission of Ohio

RCRA Resource Conservation and Recovery Act

RoU Right ofuse

SAB Staf accounting bulletin

SAVE Steps to Advance Virginia's Energy Plan
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Separation

SEC

STRIDE

Sugar Creek

TCJA

TDSIC

VIE

vscc
wcE
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DEFINEDTERMS

The separation of our natural gas pipeline, midstream and storage business
from our natural gas and electric utility business accomplished through a pro
rata distribution to holders of our outstanding common stock of all the
outstanding shares ofcommon stock ofCPG. The separation was completed
onJuly 1,2015.

Securities and Exchange Commission

Strategi c ln fi'astructure Development and Enh ancement

Sugar Creek electric generating plant

Tax Cuts and Jobs Act of20 I 7

Transmission, Distribution and Storage System Improvement Charye

Variable Interest Entity

Virginia State Corporation Commission

Whiting Clean Energy

Note regarding lorw ard- l o o k ing slate me nls
ThisAnnual Report on Form 10-K contains "forwardlooking statements," within the meaning ofSection 27Aofthe SecuritiesAct of1933, as amended (the
"Securities Act"), and Section 21E ofthe Securities Exclrange Act of 1934, as amended (the "Exchange Act"). Investors and prospective investors should
undentand that many facton govem whether any forwardJooking statement contained herein will be or can be realized. Any one ofthose factors could cause
actual results to differ materially from those projected. These forwardJooking statements include, but are not limited to, statements conceming our plans,
strategies, objectives, expected performance, expenditures, recovery ofexpenditures through rates, stated on either a consolidated or segment basis, and any
and all underlying assumptions and other statements that are other than statements ofhistorical fact. All forwardlooking statements are based on assumptions
that management believes to be reasonable; however, there can be no assurance that actual results will not differmaterially.

Factors that could cause actual results to differ materially from the projections, forecasts, estimates and expectations discussed in this Annual Report on Form
l0-K include, among other things, our debt obligations; any changes to the credit rating ofour or certain ofour subsidiaries; our ability to execute our
growth strategy; changes in general economic, capital and commodity ma*et conditions; pension funding obligations; economic regulation and the impact
ofregulatory rate reviews; our ability to obtain expected financial or regulatory outcomes; our ability to adapt to, and manage costs related to, advances in
technology; any changes in our assumptions regarding the financial implications ofthe Greater Lawr€nce Incident; potential incidents and other operating
risks associated with our business; our ability to obtain sufficient insurance coverage; the outcome of legal and regulatory proceedings, investigations,
incidents, claims and litigation; any damage to ourreputation, including in connection with the GreaterLawrence Incident; compliance with environmental
laws and the costs ofassociated liabilities; fluctuations in demand fiom residential and commercial customers; economic conditions ofcertain industries; the
success ofNIPSCO's electric genention strategy; the price ofenergy commodities and related tnnsportation costs; the reliability ofcustomers and supplien
to fulfill their payment and contractual obligations; potential impairments of goodwill or definiteJived intangible assets; changes in taxation and
accounting principles; the impact ofan aging infrastructure; the impact ofclimate change; potential cyber-attacks; construction risks and natural gas costs
and supply risks; extreme weather conditions; the attraction and retention of a qualified workforce; the ability of our subsidiaries to generate cash;
uncertainties related to the expected benefits ofthe Separation; our ability to manage new initiatives and organizational changes; the performance ofthird-
party supplien and service providen; and other matten set forth in Item ld "Risk Facton" ofthis report, many ofwhich risks are beyond our control. ln
addition, the relative contributions to profitability by each business segment, and the assumptions underlying the forward-looking statements relating
thereto, may change over time.

All forwardlooking statements are expressly qualified in their entirety by the foregoing cautionary statements. We undertake no obligation to, and expressly
disclaims any such obligation to, update or revise any forwardJooking statements to reflect changed assumptions, the occurrence of anticipated or
unanticipated events or changes to the future results over time or otherwise, except as required by law.
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NISOURCE INC.
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NiSource lnc. is an energy holding company under the Public Utility Holding Company Act of2005 whose subsidiaries are fully regulated natural gas and
electric utility companies serving approximately 4.0 million customen in seven states. NiSource is the successorto an Indiana corporation organized in 1987
under tbe name of NIPSCO Industries, Inc., which changed its name to NiSource on April 14,1999.

NiSource is one ofthe nation's largest natural gas distribution companies, as measured by number ofcustomers. NiSource's principal subsidiaries include
NiSource Gas Distribution Group, Inc., a natuml gas distribution holding company, and NIPSCO, a gas and electric company. NSource derives substantially
all ofits revenues and eamings from the operating results ofthese rate-regulated businesses.

On September 13,2018, a series offires and explosions occuned in Lawrence,Andoverand NorthAndover, Massachusetts related to the delivery ofnatural
gas by Columbia ofMassachusetts (refened to herein as the "Greater Lawrence Incident"). The Greater Lawrence Incident resulted in one fatality and a

number of injuries, damaged multiple homes and businesses, and caused the temporary evacuation of significant portions of each municipality. The
Massachusetts Govemor's Office declared a state of emergency, authorizing the Massachusetts DPU to order another utility company to coordinate the
restorationofutilitysewicesinLawrence,AndoverandNorthAndover.Theincidentresultedintheintemrptionofgasforapproximately 7,500gasmeters,
the majority ofwhich serve residences and ofwhich approximately 700 serve businesses, and the intemrption ofotherutility sewice more broadly in the area.

Columbia ofMassachusetts has replaced the cast iron and bare steel gas pipeline system in the affected area and restored service to nearly all ofthe gas

meters. Refer to Note I 8-C. "Legal Proceedings," and E. "Other Matters," in the Notes to Consolidated Financial Statements for more information.

NiSource's reportable segments are: Gas Distribution Operations and Electric Operations. The following is a summary ofthe business for each reporting
segment. Refer to Item 7, "Management's Discussion and Analysis of Financial Condition and Results of Operations" and Note 22, "Segments of Business,"
in the Notes to Consolidated Financial Statements for additional information for each sesment.

Gas Distribution Ogerations
Our natural gas distribution operations serve approximately 3.5 million customen in seven states and operate approximately 60,000 miles ofpipeline located
in our sewice areas described below. Through ourwholly-owned subsidiary NiSource Gas Distribution Group, Inc., we own six distribution subsidiaries that
provide natural gas to approximately 2.6 million residential, comrnercial and industrial customers in Ohio, Pennsylvania, Vrrginia, Kentucky, Maryland and
Massachusetts. Additionally, we distribute natural gas to approximately 832,000 customers in northem Indiana through our wholly-owned subsidiary
NIPSCO.

Electric Ooerations
We generate, transmit and distribute electricity through our subsidiary NIPSCO to approximately 472,00O customers in 20 counties in the northem part of
Indiana and engage in wholesale and transmission tnnsactions. NIPSCO owns and operates two coal-fired electric generating stations: four units at R.M.
Schahfer located in Wheatfield, IN and one unit at Michigan City located in Michigan City, IN. The two operating facilities have a generating capacity of
2,080 MW. NIPSCO also owns and operates Sugar Creek, a CCGT plant located in West Terre Haute, IN with generating capacity of 571 MW, three gas-fired
generating units located at NIPSCOT coal-fired electric generating stations with a generating capacity of 186 MW and two hydroelectric generating plants
with a generating capacity of l6 MW: Oakdale located at Lake Freeman in Canoll County, IN and Norway located at Lake Schahfer in White County, IN.
These facilities provide for a total system operating generating capacity of 2,853 MW.

In May 2018, NIPSCO completed the retirement of two coal-buming units (Units 7 and 8) at Bailly Generating Station, located in Chesterton, IN. These units
had a generating capacity of approximately 460 MW. Refer to Note I 8-E, "Other Matters," in the Notes to Consolidated Financial Statements for additional
information on these retirements.

NIPSCO's transmission system, with voltages from 69,000 to 765,000 volts, consists of 2,963 circuit miles. NIPSCO is interconnected with five neighboring
electric utilities. During the year ended December 3 l, 20 I 8, NIPSCO generated,69.4%o and purchased 30.6% ofits electric requirements.

NIPSCO participates in the MISO transmission service and wholesale energy market. MISO is a nonprofit organization created in compliance with FERC
regulations to improve the flow ofelectricity in the regional marketplace and to enhance electric reliability. Additionally, MISO is responsible for managing
energy markets, transmission constraints and the day-ahead, real-time, FTR and ancillary markets. NIPSCO transfened functional control of its electric
transmission assets to MISO, and transmission sewice for NIPSCO occurs under the MISO Open Access Transmission Tariff
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Business Strategy
We focus our business strategy on our core, rate-regulated asset-based businesses with most of our operating income generated fiom the rate-regulated
businesses. Our utilities continue to move forward on core infrastructure and environmental investment programs supported by complementary regulatory
and customer initiatives across all seven states in which we operate. Our goal is to develop strategies that benefit all stakeholders as we address changing
customer conservation pattems, develop more contemporary pricing structures, and embark on long-term investment programs. These strategies are intended
to improve reliability and safety, enhance customer services and reduce emissions while generating sustainable retums.

In its 2018 Integrated Resource Plan submission to the IURC, NIPSCO laid out a plan to retire the R.M. Schahfer Generating Station (Units 14, 15, 17, and 18)
by 2023 and Michigan City Generating Station (Unit 12)by 2028. These units represent 2,080 MW of generating capacity, equal to 72% of NIPSCO's
remaining capacity after the retirement ofBailly Units 7 and 8 in May of20 I 8. The cunent replacement plan includes renewable sources ofenergy, including
wind, solar, and battery storage to be obtained through a combination of NIPSCO ownership and PPAs, Refer to Note l8-8, "Other Matters," in the Notes to
Consolidated Financial Statements for further discussion ofthese olans.

The regulatory frameworks applicable to our operations, at both the state and federal levels, continue to evolve. These changes have had and will continue to
have an impact on our operations, structure and profitability. Management continually seeks new ways to be more competitive and profitable in this
environment.

The Gas Distribution Operations companies have pursued non-traditional revenue sources within the evolving natural gas marketplace. These efiorts include
the sale ofproducts and services upstream ofthe companies'service tenitory, the sale ofproducts and sewices in the companies'seryice terdtories, and gas

supply cost incentive mechanisms for service to their core markets. The upstream products are made up oftransactions that occurbetween an individual Gas
Distribution Operations company and a buyer for the sales ofunbundled or rebundled gas supply and capacity. The on-system services are offered by us to
customers and include products such as the transportation and balancing of gas on the Gas Distribution Operations company system. The incentive
mechanisms give the Gas Distribution Operations companies an oppofiunity to share in the savings created from such situations as gas purchase prices paid
below an agreed upon benchmark and their ability to reduce pipeline capacity charges with their customers.

Increased emciency ofnatural gas appliances and improvements in home building codes and standards has contributed to a long-term trend ofdeclining
average use per customer. Residential usage for the year ended December 3 1, 20 I 8 increased primarily due to colder weather in our operating area compared
to the prior year. While historically rate design at the distribution level has been structured such that a large portion of cost recovery is based upon
throughput rather than in a fixed charge, operating costs are largely incuned on a fixed basis and do not fluctuate due to changes in customer usage. As a

result, Gas Distribution Opentions have pursued changes in rate design to more effectively match recoveries with costs incurred. Each ofthe states in which
Gas Distribution Operations operate has different requirements regarding the procedure for establishing changes to rate design. Columbia ofOhio restructured
its rate design through a base rate proceeding and has adopted a "de-coupled" rate design which more closely links the recovery offixed costs with fixed
charges. Columbia of Massachusetts received regulatory approval of a decoupling mechanism which adjusts revenues to an approved benchmark level
through a volumetric adjustment factor. Columbia of Maryland and Columbia of Mrginia have regulatory approval for a revenue normalization adjustment
for certain customer classes, a decoupling mechanism wbereby monthly revenues that exceed or fall short ofapprcved levels are reconciled in subsequent
months. In a prior base rate proceeding, Columbia of Pennsylvania implemented a pilot residential weather normalization adjustment. Columbia of
Maryland, Columbja of Vrginia and Columbia of Kentucky have had approval for a weather normalization adjustment for many yean. In a prior base rate
proceeding, NIPSCO implemented a higher fixed customer charge for residential and small customer classes moving toward full straight fixed variable rate
design.

Natural Gas Competition. Open access to natural gas supplies over interstate pipelines and tbe deregulation ofthe commodity price ofgas has led to
tremendous change in the energy markets. LDC customers and marketers can purchase gas directly from producers and marketers as an open, competitive
market for gas supplies has emerged. This separation or "unbundling" of the transportation and other services offered by pipelines and LDCs allows
customers to purchase the commodity independent ofservices provided by the pipelines and LDCs. The LDCs continue to purchase gas and recover the
associated costs from their customers. Our Gas Distribution Operations'subsidiaries are involved in programs that provide customers the opportunity to
purchase their natural gas requirements from third parties and use our Gas Distribution Operations' subsidiaries for transportation services.

Gas Distribution Operations competes with investorowned, municipal, and cooperative electric utilities throughout its service areas as well as other
regulated and unregulated natural gas intra and interstate pipelines and other altemate fuels, such as propane
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and fuel oil. Gas Distribution Operations continues to be a strong competitor in the energy market as a result ofstrong customer preference for natural gas.

Competition with providers ofelectricity has traditionally been the strongest in the residential and commercial markets ofKentucky, southem Ohio, central
Pennsylvania and westem Virginia due to comparatively low electric rates. Natural gas competes with fuel oil and propane in the Massachusetts market
mainly due to the installed base offuel oil and propane-based heating which has comprised a declining percentage ofthe overall market overthe last few
years. However, fuel oil and propane are more viable in today's oil rnarket.

Electric Compelition. Indiana electric utilities generally have exclusive sewice areas under Indiana regulations, and retail electric customers in Indiana do
not have the ability to choose their electric supplier. NIPSCO faces non-utility competition fiom other energy sources, such as self-generation by large
industrial customers and other distributed energy sources.

Seasonalit],
A significant portion ofour operations are subject to seasonal fluctuations in sales. During the heating season, which is primarily from November through
March, revenues fiom gas sales are more significant, and during the cooling season, which is primarily June through Septembeq revenues from electric sales
are more significant, than in other months.

Other Relevant Business Information
Our customer base is broadly diversified, with no single customer accounting for a significant portion ofrevenues.

As ofDecember 31, 2018, we had 8,087 employees ofwhom 3,154 were subject to collective bargaining agreements. Collective bargaining agreements for
1,9 1 8 employees arc set to expire within one year.

Fora listing ofcertain subsidiaries ofNiSource referto Exhibit 21.

We electronically file various reports with the SEC, including annual reports on Form l0-I( quarterly reports on Form 10Q, current reports on Form 8-K and
amendments to such reports, as well as our proxy statements for the Company's annual meetings of stockholders athttp://www.sec.gov. Additionally, we
make all SEC filings available without charge to the public on ourweb srte at http://www.nisource.com.
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Our operations and financial results are subject to various risks and uncerlainties, including those described below, tbat could adversely affect our business,
financial condition, results ofoperations, cash flows, and the trading price ofour common stock.

We have substantial indebtedness which could adversely affect our financial condition.

Our businesses are capital intensive and we rely significantly on long-term debt to fund a portion ofour capital expenditures and repay outstanding debt, and
on short-term borrowings to fund a portion ofday-today business operations. We had total consolidated indebtedness of$9,132.6 million outstanding as of
December 3 l, 20 I 8. Our substantial indebtedness could have important consequences. For example, it could:

. limit our ability to bonow additional funds or increase the cost of borrowing additional funds;

. reduce the availability ofcash flow from opemtions to fund working capital, capital expenditures and other general corporate purposes;

. limit our flexibility in planning for, or reacting to, changes in the business and the industries in which we operate;

. lead parties with whom we do business to require additional credit support, such as letters ofcredit, in order for us to transact such business;

. place us at a competitive disadvantage compared to competiton that are less leveraged;

. increase vulnerability to general adveme economic and industry conditions; and

. limit our ability to execute on our groMh strategy, which is dependent upon access to capital to fund our substantial infrastructure investment
program.

Some ofour debt obligations contain financial covenants related to debt-to-capital ratios and crossdefault provisions. Our failure to comply with any of
these covenants could result in an event ofdefault, which, ifnot cured or waived, could result in the acceleration ofoutstanding debt obligations.

A drop in our credit ratings could adversely impact our cash flows, results ofoperation, Iinancial condition and liquidity.

The availability and cost ofcredit for our busilesses may be greatly affected by credit ratings. The credit rating agencies periodically review our ratings,
taking into account factors such as our capital structure, eamings profile, and, in 2018, the impacts of the TCJA and the Greater Lawrence Incident. In March
2018, Moody's affrrmed our senior unsecured rating of Baa2 and our commercial paper rating of P-2, with stable outlooks. Moody's also affirmed NIPSCO's
Baal rating and Columbia of Massachusetts's Baa2 rating, with stable outlooks. In May 2018, Standard & Poor's affimred our BBB+ senior unsecured ratings
and affirmed our commercial paper rating ofA-2, but changed the outlook on each rating fiom stable to negative in September 20 I 8 as a result ofpotential
impacts of the Greater Lawrence Incident. In June 2018, Fitch affirmed our and NIPSCO's long-term issuer default ratings of BBB and upgraded the
commercial paper rating to F2 Aom F3, with stable outlooks. A credit rating is not a rccommendation to buy, sell or hold securities, and may be subject to
revision or withdrawal at any time by the assigning tating organization.

We are committed to maintaining investment grade credit ratings, howeve4 there is no assurance we will be able to do so in the future. Our credit ratings
could be lowered orwithdrawn entirely by a rating agency if, in itsjudgment, the circumstances warrant. Any negative rating action could adversely affect
our ability to access capital at rates and on terms tbat are attractive. A negative rating action could also adversely impact our business relationships with
suppliers and operating partne6, who may be less willing to extend credit or offer us similarly favorable terms as secured in the past under such
circumstances.

Certain ofour subsidiaries have agreements that contain "ratings triggers" that require increased collateral in the form ofcash, a letter ofcredit or other forms
ofsecurity fornewand existing transactions ifthe credit ratings ofourorcertain ofour subsidiaries are dropped below investment grade. These agreements
are primarily for insurance purposes and for the physical purchase or sale ofgas or power. As ofDecember 3 I, 20 1 8, the collateral requirement that would be

required in the event ofa downgrade below the ratings trigger levels would amount to approximately $53.8 million. In addition to agreements with ratings
triggen, there are other agreements that contain "adequate assurance" or "material adverse change" provisions that could necessitate additional credit
support such as letten ofcredit and cash collateral to transact business.

If our or certain of our subsidiaries credit ratings were downgraded, especially below investment grade, financing costs and the principal amount of
bonowings would likely increase due to the additional risk ofour debt and because certain counterparties may require additional credit support as described
above. Such amounts may be material and could advenely affect our cash flows, results ofoperations and financial condition. Losing investment grade credit
ratings may also result in more restrictive covenants
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and reduced flexibility on repayment terms in debt issuances, lower share price and greater stockholder dilution from common equity issuances, in addition
to reputational damage within the investment community.

We may not be able to execute our business plan or gronth strategy, including utility infrastructure investments.

Business or regulatory conditions may result in us not being able to execute our business plan or grouth strategy, including identified, planned and other
utility infrastructure investments. Our customer and regulatory initiatives may not achieve planned results. Utility infrastructure investments may not
materialize, may cease to be achievable or economically viable and may not be successfully completed.Natural gas may cease to be viewed as an

economically and environmentally attractive fuel. Certain groups may continue to oppose natural gas delivery and infrastructure investments because of
perceived environmental impacts associated with the natural gas supply chain and end use. Energy consewation, energy efficiency, distributed generation,
energy storage, policies favoring electric heat over gas heat and other facton may reduce energy demand. Any ofthese developments could advenely affect
our results ofoperations and growth prospects.

Adverse economic and market conditions or increases in interest rates could materially and adversely alfect our results of operations, cash flows,
financial condition and liquidity.

While the national economy is experiencing modest growth, we cannot predict how robust future growth will be or whether it will be sustained. Deteriorating
or sluggish economic conditions in our operating jurisdictions could advenely impact our ability to maintain or grcw our customer base and collect revenues
from customers, which could reduce revenue growth and increase operating costs. In addition, a rising interest rate environment may lead to higher bonowing
costs, which may advenely impact reported eamings, cost ofcapital and capital holdings. Rising interest mtes and negative market or company events may
also result in a decrease in the price ofour shares ofcommon stock.

We rely on access to the capital markets to finance our liquidity and long-term capital requirements, including expenditures for our utility inAastructure and

to comply with future regulatory requirements, to the extent not satisfied by the cash flow generated by our operations. We have historically relied on long-
term debt and on the issuance ofequity securities to fund a portion ofour capital expenditures and repay outstanding debt, and on short-term bonowings to
fund a portion ofday-today business operations. Successful implementation ofour long-term business strategies, including capital investment, is dependent
upon our ability to access the capital and credit markets, including the banking and commercial paper markets, on competitive terms and rates. An economlc
downturn or uncertainty, market turmoil, changes in tax policy, challenges faced by financial institutions, changes in our credit ratings, or a change in
investor sentiment toward us or the utilities industry generally could adversely affect our ability to raise additional capital or refinance debt. Reduced access
to capital markets and/orincreased borrowing costs could reduce future net income and cash flows.Refer to Note l4, "Long-Term Debt," in the Notes to
Consolidated Financial Statements for information related to outstanding long-term debt and maturities ofthat debt.

If any ofthese risks or uncertainties limit our access to the credit and capital markets or significantly increase our cost ofcapital, it could limit our ability to
implement, or increase the costs ofimplementing, ourbusiness plan, which, in tum, could materially and adversely affect ourresults ofoperations, cash flows,
financial condition and liquidity.

Capital market performance and other factors may decrease the value ofbenefit plan assets, which then could require significant additional funding
and impact earnings.

The performance ofthe capital markets affects the value ofthe assets that are held in trust to satisfy future obligations under defined benefit pension and
otherpostretirement benefit plans. We have significant obligations in these areas and hold significant assets in these trusts. These assets are subject to market
fluctuations and may yield uncertain retums, which fall belowourprojected rates of retum.Adecline in the market value of assets may increase the funding
requirements ofthe obligations under the defined benefit pension and other postretirement benefit plans. Additionally, changes in interest rates affect the
liabilities under these benefit plans; as interest rates decrease, the liabilities increase, which could potentially increase funding requirements. Furthe4 the
funding requirements of the obligations related to these benefits plans may increase due to changes in govemmental regulations and participant
demographics, including increased numbers ofretirements or changes in life expectancy assumptions. ln addition, lower asset retums result in increased
expenses. lJltimately, significant funding requirements and increased pension or other postretirement benefit plan expense could negatively impact our
results ofoperations and financial position.

l0
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The majority ofour revenues are subjectto economic regulation and are exposed to the impactofregulatory rate reviews and proceedings.

Most ofour revenues are subject to economic regulation at either the federal or state level. As such, the revenues generated by us are subject to regulatory
review by the applicable federal or state authority. These rate reviews determine the rates charged to customers and directly impact revenues. Our financial
results are dependent on frequent regulatory proceedings in order to ensure timely recovery ofcosts. In addition to our ongoing regulatory proceedings, the
recovery ofthe Greater Lawrence pipeline replacement capital investment will be addressed in a friture regulatory proceeding as discussed in Note I 8, "Other
Commitments and Contingencies - E. Other Matters" in the Notes to Consolidated Financial Statements. The outcomes of tbese proceedings are uncertain.
Additionally, the costs ofcomplying with current and future changes in environmental and federal pipeline safety laws and regulations are expected to be
significant, and their recovery through rates will also be contingent on regulatory approval.

As a result ofefforts to introduce market-based competition in certain markets where the regulated businesses conduct operations, we may compete with
independent marketers for customers. This competition exposes us to the risk that certain intastn:cture investments may not be recoverable and may affect
results ofour growth strategy and financial position.

Failure to adapt to advances in technology and manage the related costs could make us less competitive and negatively impact our results ofoperations
and financial condition.

A key element of our business model is that generating power at central station power plants achieves economies of scale and produces power at a

competitive cost, We continue to research, plan for, and implement new technologies that produce power or reduce power consumption. These technologies
include renewable energy, distributed generation, energy storage, and energy efficiency. Advances in technology and changes in laws or regulations are

reducing the cost ofthese or other altemative methods ofproducing power to a level that is competitive with that ofmost central station power electric
production or result in smaller-scale, more fuel efficient, and/or more cost effective distributed generation. This could cause power sales to decline and the
value ofour generating facilities to decline. In addition, customers are increasingly expecting enhanced communications regarding their electric and natural
gas sewices, which, in some cases, may involve additional investments in technology. New technologies may require us to make significant expenditures to
remain competitive and may result in the obsolescence ofcertain ofour operating assets.

Our future success will depend, in part, on our ability to anticipate and successfully adapt to technological changes, to offer sewices that meet customer
demands and evolving industry standards, and to recover all, or a significant portion of, any unrecovered investment in obsolete assets. A failure by us to
effectively adapt to changes in technology and manage the related costs could harm our ability to remain competitive in the marketplace for our products,

services and processes and could have a material adverse impact on our results ofoperations and financial condition.

The Greater Lawrence Incident has had and may have an additional material adverse impact on our financial condition, results ofoperations and cash

flows.

In connection with the GreaterLawrence lncident, we have incurred and will incurvarious costs and expenses as set forth
in Note l8 "Other Commitments and Contingencies - C. Legal Proceedings," and " - E. Other Matters" in the Notes to Consolidated Financial Statements.

As more information becomes known, including information resulting from the NTSB investigation, management's estimates and assumptions regarding the

costs and expenses to be incuned and the financial impact ofthe Greater Lawrence Incident may change. A change in management's estimates or assumptions

could result in an adjustment that would have a material impact on our financial condition, results ofoperations and cash flows during the period in which
such change occurred.

In addition, we are unable to predict the timing and amount ofinsurance recoveries. Total expenses related to the incident have exceeded the total amount of
liability insurance coverage available under our policies. In addition, there may be certain types of damages, expenses or claimed costs, such as fines or
penalties, that may be excluded under the policies. Losses for which we are not fully insured or that are not covered by insurance at all could materially
adversely affect our results ofoperations, cash flows and financial position.

We may also incur additional costs associated with the Greater Lawrence lacident, beyond the amount curently anticipated, in connection with
investigations by regulators, including the NTSB and Massachusetts DPU, as well as civil litigations. Further, state or federal legislation may be enacted that

would require us to incur additional costs by mandating various changes, including changes to our operating practice standards for natural gas distribution
operations and safety. Ifwe are unable to recover the capital cost ofthe gas pipeline replacement in the impacted area or we incur a material amount of other
costs that we are unable to recover through rates or offset through operational or other cost savings, our
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financial condition, results ofoperations, and cash flows could be materially and adversely affected.

Furlher, if it is determined that we did not comply with applicable statutes, regulations, rules, tariffs, or orden in connection with the Greater Lawrence
Incident or in connection with the operations or maintenance ofour natural gas system, and we are ordered to pay a material amount in customer refunds,
penalties, or other amounts, our financial condition, results ofoperations, and cash flows could be materially and advenely affected.

Our gas distribution activities, as well as generation, transmission and distribution ofelectricity, involve a variety ofinberent hazards and operating
risls.

Ourgas distribution activities, as well as generation, transmission, and distribution ofelectricity, involve a variety ofinherent hazards and operating risks,
including, but not limited to, gas leaks and over-pressurization, downed power lines, damage to our infrastructure by third parties, outages, environmental
spills, mechanical problems and otherincidents, which could cause substantial financial losses, as demonstrated in part by the GreaterLawrence Incident. ln
addition, these hazards and risks have resulted and may in the future result in serious injury or loss of life to employees and/or the general public, significant
damage to property, environmental pollution, impairment of our operations, adverse regulatory rulings and reputational harm, which in tum could lead to
substantial losses forus. The location ofpipeline facilities, orgeneration, transmission, substation and distribution facilities nearpopulated areas, including
residential areas, commercial business centers and industrial sites, could increase the level ofdamages resulting from such incidents.As with the Greater
Lawrence Incident, certain incidents have subjected and may in the future subject us to litigation or administrative or other legal proceedings from time to
time, both civil and criminal, which could result in substantial monetary judgments, fines, orpenalties against us, be resolved on unfavorable terms, and
require us to incur significant operational expenses. The occurrence ofincidents has in certain instances adversely affected and could in the fi:ture advenely
affect our reputation, cash flows, financial position ahd/or results ofoperations. We maintain insurance against some, but not all, ofthese risks and losses.

We may be unable to obtain insurance on acceptable terms or at all, and the insurance coverage we do obtain may not provide protection against all
significant losses.

Our ability to obtain insurance, as well as the cost and coverage of such insurance, are affected by developments affecting our business; intemational,
national, state, or local events; and the financial condition of insurers. Insurance coveruge may not continue to be available at all or at rates or terms
acceptable to us. We expect the premiums we pay for our insurance coverage to significantly increase as a result ofthe Greater La\ryrence Incident and market
conditions. h addition, our insurance is not sufficient or effective under all circumstances and against all hazards or liabilities to which we are subject. For
example, total expenses related to the Greater Lawrence Incident have exceeded the total amount of liability coverage available under our policies. Also,
certain types ofdamages, expenses or claimed costs, such as fines and penalties, may be excluded under the policies. In addition, insurers providing liability
insurance to us may raise defenses to coverage under the terms and conditions ofthe respective insurance policies that could result in a denial ofcoverage or
limit the amount of insurance proceeds available to us. Any losses for which we are not fully insured or that are not covered by insurance at all could
materially adversely affect our results ofoperations, cash flows, and financial position. For more information regarding our insurance programs in the context
of the Greater Lawrence Incident, see Note 18, "Other Commitments and Contingencies - C. Legal Proceedings," and " - E. Other Matters" in the Notes to
Condensed Consolidated Financial Statements.

The outcome oflegal and regulatory proceedings, investigations, inquiries, claims and litigation related to our business operations, including those
related to the Greater Lawrence Incidenl may have a material adverse effect on our results ofoperations, financial position or tiquidity.

We are involved in legal and regulatory proceedings, investigations, inquiries, claims and litigation in connection with our business operations, including
the Greater La'*rence Incident, the most signifcant of which are summarized in Note 18, "Other Commitments and Contingencies" in the Notes to
Consolidated Financial Statements. Our insurance is not expected to cover all costs and expenses we may incur relating to the Greater Lawrence Incident and
may not fully cover other incidents that may occur in the futurc. Due to the inherent uncertainty of the outcomes ofsuch matters, there can be no assurance
that the resolution ofany particular claim or proceeding would not have a material adverse effect on our results ofoperations, financial position or liquidity.
Ifone or more ofsuch matters were decided against us, the effects could be material to our results ofoperations in the period in which we would be required to
record or adjust the related liability and could also be material to our cash flows in the periods that we would be required to pay such liability.
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which make us vulnerable to a loss of cost recovery, increased litigation and negative public

As a utility company, we are subject to adverse publicity focused on the reliability ofour services, the speed with which we are able to respond effectively to
electric outages, natural gas leaks or events and related accidents and similar intemrptions caused by storm damage or other unanticipated events, as well as
our owtl or third parties' actions or failure to act. We are also subject to advene publicity related to perceived environmental impacts. Ifcustomers, legislators,
or regulaton have or develop a negative opinion of us, this could result in less favorable legislative and regulatory outcomes or increased regulatory
oversigltt, increased litigation and negative public perception. Recently, we have been subject to adverse publicity as a result of the Greater Lawrence
Incident, and it is difficult to predict the ultimate impact ofthis advene publicity. The foregoing may have continuing adverse effects on our business, results
ofoperations, cash flow and financial condition.

Our businesses are regulated under numerous environmental laws. The cost of compliance with these laws, and changes to or additions to, or
reinterpretations ofthe laws, could be significant.Liability from the failure to comply with existing or changed laws could have a material adverse
effect on our business, results ofoperations, cash flows and financial condition.

Our businesses are subject to extensive federal, state and local environmental laws and rules that regulate, among other things, air emissions, water usage and
discharges, and rvaste products such as coal combustion residuals. Compliance with these legal obligations require us to make expenditures for installation of
pollution control equipment, remediation, environmental monitoring, emissions fees, and permits at many of our facilities. These expenditures are
significant, and we expect that they will continue to be significant in the future. Furthermore, if we fail to comply with environmental laws and regulations or
are found to have caused damage to the environment or persons, even if caused by factors beyond our control, that failure or harm may result in the
assessment ofcivil or criminal penalties and damages against us and injunctions to remedy the failure or harm.

Existing environmental laws and regulations may be revised and new laws and regulations seeking to change environmental regulation ofthe energy
industry may be adopted orbecome applicable to us. Revised oradditional laws and regulations may result in significant additional expense and operating
restrictions on our facilities or increased compliance costs, which may not be fully recoverable from customers through regulated mtes and could, therefore,
impact our financial position, financial results and cash flow. Moreover, such costs could materially affect the continued economic viability ofone or more of
our facilities.

An area of significant uncertainty and risk are the laws conceming emission of GHG. Wbile we continue to reduce GHG emissions through priority pipeline
replacement, energy efficiency, leak detection, and otherprograms, and expect to furtherreduce GHG emissions through increased use ofrenewable energy,
GHG emissions.tre curently an expected aspect ofthe electric and natural gas business. Revised or additional future GHG legislation and/orregulation
related to the generation ofelectricity or the extmction, production, distribution, transmission, storage and end use ofnatural gas could materially impact our
financial position, financial results and cash flows.

Even in instances where legal and regulatory requirements are already known or anticipated, the original cost estimates for environmental capital projects,
remediation ofpast environmental harm, orpollution reduction strategies and equipment can differmatedally fiom the amount ultimately expended. The
actual future expenditures depend on many factors, including the nature and extent ofimpact, the method ofcleanup, the cost ofraw rnaterials, coDtractor
costs, and the availability of cost recovery. Changes in costs and the ability to recover under regulatory mechanisms could affect our financial position,
financial results and cash flows.

Asignificantportion ofthe gas and electricity we sell is used by residential and commercial customers for heating and air conditioning.Accordingly,
fluctuations in weather, gas and electricity commodiry costs and economic conditions impact demand ofour customers and our operating results.

Energy sales are sensitive to variations in weather. Forecasts ofenergy sales are based on "normal" weather, which represents a long-term historical average.
Significant variations tom normal weather could have, and have had, a material impact on energy sales. Additionally, residential usage, and to some degree
conrmercial usage, is sensitive to fluctuations in commodity costs for gas and electricity, whereby usage declines with increased costs, thus affecting our
financial results. Lastly, residential and commercial customen'usage is sensitive to economic conditions and factors such as unemployment, consumption
and consumer confidence. Therefore, prevailing economic conditions affecting the demand ofour customers may in tum aflect our financial results.

Our business operations are subject to economic conditions in certain industries.
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Business operations throughout our seruice territories have been and may continue to be adversely affected by economic events at the national and local
level where it operates. In particular, sales to large industrial customers, such as those in the steel, oil refining, industrial gas and related industries, may be
impacted by economic downtums. The U.S. manufacturing industry continues to adjust to changing market conditions including intemational competition,
increasing costs, and fluctuating demand for its products.

The implementation of MPSCO's electric getreration shategy, including the retirement of its coal generation units, iay not achieve intended results.

On October3l,20l8,NIPSCO submitted its 2018 Integrated Resource Plan witb the IURC setting forth its short- and long-term electric generation plans in
an effort to maintain affordability while providing reliable, flexible and cleaner sources ofpower. The plan evaluated demand-side and supply-side resource
altematives to reliably and cost-effectively meet NIPSCO customen' future energy requirements over the ensuing 20 years. The prefened option within the
Integrated Resource Plan sets forth a schedule to retire R.M. Schahfer Generating Station (Units 14, 15, 17, and | 8) by 2023 and Michigan City Generating
Station (Unit l2)by 2028. The cunent replacement plan includes renewable sources ofenergy, including wind, solar, and battery storage. However, there are

inherent risks and uncerlainties, including changes in market conditions, regulatory approvals, environmental regulations, commodity costs and customer
expectations, which may impede NIPSCO's ability to achieve these intended results. MPSCO's future success will depend, in part, on its ability to
successfully implement its long-term electric generation plans, to offer servjces that meet customer demands and evolving industry standards, and to recover
all, or a significant portion of, any unrecovered investment in obsolete assets. NIPSCO's electric generation strategy could require significant future capital
expenditures, operating costs and charges to eamings that may negatively impact our financial position, financial results and cash flows.

Flucfuations in the price ofenergy commodities or their related transportation costs or an inability to obtain an adequate, reliable and cost+ffective
fuel supply to meet customer demands may have a negative impact on our financial results.

Our electric generating fleet is dependent on coal and natural gas for fuel, and our gas distribution operations purchase and resell much ofthe natural gas we
deliver to our customers. These energy commodities are vulnerable to price fluctuations and fluctuations in associated transportation costs. From time to
time, we have also used hedging in order to offset fluctuations in commodity supply prices. We rely on regulatory rccovery mechanisms in the various
jurisdictions in order to fully recover the commodity costs incurred in providing seryice. However, while we have historically been successful in the recovery
ofcosts related to such commodity prices, there can be no assurance that such costs will be fully recovered through rates in a timely manner.

kr addition, we depend on electric transmission lines, natural gas pipelines, and othertransportation facilities owned and operated by third parties to deliver
the electricity and natural gas we sell to wholesale markets, supply natural gas to ourgas storage and electric generation facilities, and provide retail energy
services to customers. Iftransportation is disrupted, or ifcapacity is inadequate, we may be unable to sell and deliver our gas and electric services to some or
all ofour customers. As a result, we may be required to procure additional or altemative electricity and/or natural gas supplies at theo{urent market rates,

which, ifrecovery ofrelated costs is disallowed, could have a material adverse effect on our businesses, financial condition, cash flows, results ofoperations
and/or prospects-

We are exposed to risk that customers will not remit payment for delivered energy or services, and that suppliers or counterparties will not perform
under various financial or operadng agreements.

Our extension ofcredit is govemed by a Corporate Credit Risk Policy, involves considerable judgment and is based on an evaluation of a customer or
counterparty's financial condition, credit history and other factors, We monitor our credit risk exposure by obtaining credit reports and updated financial
information for customers and suppliers, and by evaluating the financial status ofour banking partners and other counterparties by reference to market-based
metrics such as credit default swap pricing levels, and to traditional credit ratings provided by the major credit rating agencies. Adverse economic conditions
could result in an increase in defaults by customers, supplien and counterparties.

We have significant goodwill and definite-lived intangible asseb. An impairment of goodwill or definite-lived intangible assets could result in a
significant charge to earnings and negatively impact our compliance with certain covenants under financing agreements.

In accordance with GAAP, we test goodwill for impairment at least annually and review our definitelived intangible assets for impairment when events or
changes in circumstances indicate the carrying value may not be recoverable. Goodwill also is tested for impairment when factors, examples ofwhich include
reduced cash flow estimates, a sustained decline in stock price or market capitalization below book value, indicate that the carrying value may not be
recoverable. We have tested and will continue to monitor the eoodwill of Columbia of Massachusetts for imoairment in connection with the Greater
Lawrence Incident. To date.
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these tests do not indicate the need foran impairment ofthe goodwill balance. We would be required to record a charge in ourfinancial statements forthe
period in which any impairment ofthe goodwill ordefiniteJived intangible assets is determined, negatively impacting the results ofoperations.Asignificant
charge could impact the capitalization ratio covenant under certain financing agreements. We are subject to a financial covenant under our five-year
revolving credit facility, which requires us to maintain a debt to capitalization ratio that does not exceed 70%o. Asimilar covenant in a 2005 private
placement note purchase agreement requires us to maintain a debt to capitalization ratio that does not exceed 75%.As ofDecember3l,2018, the mtio was
6r/.%.

Changes in taxation and the ability to quanti$ such changes could adversely alfect our financial results,

We are subject to taxation by the various taxing authorities at the federal, state and local levels where we do business. Legislation orregulation which could
affect our tax burden could be enacted by any ofthese govemmental authorities. For example, the TCJA includes numerous provisions that affect businesses,
including changes to U.S. corporate tax rates, business-related exclusions, and deductions and credits. The outcome ofregulatory proceedings regarding the
extent to which the effect ofreduced corporate tax rate will be shared with customen and the time period over which it will be shared could significantly
impact future eamings and cash flows. Separately, a challenge by a taxing authority, our ability to utilize tax benefits such as carryforwards or tax crcdits, or a
deviation fiom other tax-related assumptions may cause actual financial results to deviate from previous estimates.

Changes in accounting principles may adversely alfect our Iinancial results.

Future changes in accounting rules and associated changes in regulatory accounting may negatively impact the way we record revenues, expenses, assets and
liabilities. These changes in accounting standards may adversely affect our financial condition and results ofoperations.

Aging infrastrucfure may lead to disruptions in operations and increased capital expenditures and maintenance costs, all ofwhich could negatively
impact our linancial results.

We have risks associated with aging infrastructure assets. The age ofthese assets may result in a need for replacement, a higher level ofmaintenance costs, or
unscheduled outages, despite efforts by us to properly maintain or upgrade these assets through inspection, scheduled maintenance and capital investment. In
addition, the nature ofthe information available on aging infiastructure assets may make inspections, maintenance, upgrading and replacement ofthe assets

particularly challenging. The failure to operate these assets as desired could result in gas leaks and other incidents and in our inability to meet firm service
obligations, which could adversely impact revenues, and could also result in increased capital expenditures and maintenance costs, which, if not fully
recovered from customers, could negatively impact our financial results.

The impacts ofclimate change, natural disasters, acts ofterrorism, accidents or other catastrophic events may disrupt operations and reduce the ability
to service customers.

A disruption or failure of natural gas distribution systems, or within electric generation, transmission or distribution systems, in the event of a major
hurricane, tomado, terrorist attack, accident or other catastrophic event could cause delays in completing sales, providing sewices, or performing other
critical functions. We have experienced disruptions in the past from hurricanes and tomadoes and other events ofthis nature. The occurrence ofsuch events
could adversely affect ourfinancial position and results ofoperations. ln accordance with customary industry practice, we maintain insurance against some,

but not all, ofthese risks and losses. There is also a concem that climate change may exacerbate the risks to physical infrastructure. Such risks include heat
stresses to power lines, storms that damage infrastructure, lake and sea level changes that damage the manner in which sewices are currently provided,
droughts or other stresses on water used to supply services, and other extreme weather conditions. Climate change and the costs that may be associated with
its impacts have the potential to affect ourbusiness in many ways, including increasing the costs we incur in providing ourproducts and sewices, impacting
the demand for and consumption ofour products and services (due to change in both costs and weather pattems), and a{fecting the economic health ofthe
regions in which we operate.
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A cyber-attack on any ofour or certain thirdaarty computer systems upon which we rely may adversely affect our ability to operate.

We are reliant on technology to run our business, which is dependent upon financial and operational computer systems to process critical information
necessary to conduct various elements of our business, including the generation, transmission and distribution of electricity, operation of our gas pipeline
facilities and the recording and reporting ofcommercial and financial transactions to regulators, investon and other stakeholders.In addition to general
information and cyber risks that all large corporations face (e.g, malware, unauthorized access attempts, phishing attacks, malic.ious intent by insiden and
inadvertent disclosure ofsensitive information), the utility industry faces evolving cybersecurity risks associated with protecting sensitive and confidential
customer information, electric grid infrastnrcture, and natural gas infrastructure. Deployment ofnew business technologies represents a new and large-scale
opportunity for attacks on our information systems and confidential customer information, as well as on the integrity ofthe energy grid and the natural gas
infrastructure. Increasing large-scale corporate attacks in conjunction with more sophisticated threats continue to challenge power and utility companies.
Any failure ofour computer systems, or those ofour customers, supplien or others with whom we do business, could materially disrupt our ability to operate
ourbusiness and could result in a financial loss and possibly do harm to ourreputation.

Additionally, our information systems experience ongoing, often sophisticated, cyber-attacks by a variety ofsources, including foreign sources, witlr the
apparent aim to breach our cyber-defenses. Although we attempt to maintain adequate defenses to these attacks and work tbrough industry groups and trade
associations to identi! cofiunon threats and assess our countermeasures, a security breach ofour information systems could (i) impact the reliability ofour
generation, transmission and distribution systems and potentially negatively impact our compliance with certain mandatory reliability standards, (ii) subject
us to reputational and other harm associated with theft or inappropriate release of certain types of information such as system operating information or
information, penonal or otherwise, relating to our customers or employees, (iii) impact our ability to manage our businesses, and/or (iv) subject us to legal
and regulatory proceedings and claims from third parties, in addition to remediation costs, any ofwhich, in turn, could have a material adverse effect on our
businesses, cash flows, financial condition, results ofoperations and/orprospects.

Our capital projects and programs subject us to construction risks and natural gas costs and supply risks, and require numerous permits, approvals and
certificates from various governmental agencies.

Our business requires substantial capital expenditures for investments in, among other things, capital improvements to our electric generating facilities,
electric and natural gas distribution infrastructure, natural gas storage, and otherpdects, including projects for environmental compliance. We are engaged
in intrastate natural gas pipeline modemization progmms to maintain system integrity and enhance sewice reliability and flexibility. NIPSCO also is
currently engaged in a number of capital projects, including environmental improvements to its electric generating stations, the construction of new
transmission facilities, and new projects related to renewable energy. As we undertake these projects and programs, we may be unable to complete them on
schedule or at the anticipated costs. Additionally, we may construct or purchase some of these projects and programs to capture anticipated future growth in
natural gas production, which may not materialize, and may cause the construction to occur over an extended period oftime.

Our existing and planned capital projects require numerous permits, approvals and certificates from federal, state, and local govemmental agencies. Ifthere is
a delay in obtaining any required regulatory approvals or ifwe fail to obtain ormaintain any required approvals orto comply with any applicable laws or
regulations, we may not be able to construct or operate our facilities, we may be forced to incur additional costs, or we may be unable to recover any or all
amounts invested in a project. We also may not receive the anticipated increases in revenue and cash flows resulting from such projects and programs until
after their completion

To the extent that delays occul costs become unrecoverable, or we otherwise become unable to effectively manage and complete our capital projects, our
results ofoperations, cash flows, and financial condition may be advenely affected.

Sustained extreme weather conditions may negatively impact our operations.

We conduct our operations across a wide geographic area subject to varied and potentially extreme weather conditions, which may from time to time persist
for sustained periods oftime. Despite preventative maintenance efforts, persistent weather related strcss on our infiastructure may reveal weaknesses in our
systems not previously known to us or otherwise present various operational challenges across all business segments. Furthe4 adverse weather may affect our
ability to conduct operations in a manner that satisfies customer expectations or contractual obligations, including by causing sewice disruptions.
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Failure to attract and retain an appropriately qualified workforce could harm our results ofoperations.

We operate in an industry that requires many ofour employees to possess unique technical skill sets. Events such as an aging workforce without appropriate
replacements, the mismatch ofskill sets to futurc needs, or the unavailability ofcontract resources may lead to operating challenges or increased costs. These
operating challenges include lack ofresources, loss ofknowledge, and a lengthy time period associated with skill development. In addition, current and
prospective employees may determine that they do not wish to work for us due to market, economic, employment and other conditions. Failure to hire and
retain qualified employees, including the ability to transfer significant intemal historical knowledge and expertise to the new employees, may adversely
affect our ability to manage and operate our business. Ifwe are unable to successfully attract and retain an appropriately qualified workforce, safety, service
reliability, customer satisfaction and our results ofoperations could be adversely affected.

Some of our employees are subject to collective bargaining agreements. Our collective bargaining agreements are generally negotiated on an operating
company basis. Any failure to reach an agreement on new labor contracts or to negotiate these labor contracts might result in strikes, boycotts or other labor
disruptions. Labor disruptions, strikes or significant negotiated wage and benefit increases, whether due to union activities, employee tumover or otherwise,
could have a material advene effect on our businesses, results ofoperations and/or cash flows.

We are a holding company and are dependent on cash generated by our subsidiaries to meet our debt obligations and pay dividends on our stock.

We are a holding company and conduct our operations primarily through our subsidiaries. Substantially all of our consolidated assets are held by our
subsidiaries. Accordingly, our ability to meet our debt obligations or pay dividends on our common stock and preferred stock is largely dependent upon cash
generated by these subsidiaries. ln the event a major subsidiary is not able to pay dividends or transfer cash flows to us, our ability to sewice our debt
obligations orpay dividends could be negatively affected.

The Separation may result in significant tax liabilities.

The Separation, which was completed in July 20 I 5, was conditioned on the receipt by us ofa legal opinion to the effect that the distribution ofCPG shares to
our stockholden is expected to qualiry as tax-fiee under Section 355 ofthe U.S. Intemal Revenue Code (tlre "lntemal Revenue Code"). Even though we lrave
received such an opinion, the IRS could determine on audit that the distribution is taxable. Both us and our stockholders could incur significant U.S. Federal
income tax Iiabilities iftaxing authorities conclude the distribution is taxable.

Ifwe cannot effectively manage new initiatives and organizational changes, we will be unable to address the opporfunities and challenges presented by
our strategy and the business and regulatory environment

In order to execute on our sustainable growth strategy and enhance our culture of ongoing continuous improvement, we must effectively manage the
complexity and frequency ofnewinitiatives and organizational changes. Ifwe are unable to make decisions quickly, assess ouropportunities and risks, and
implement new govemance, managerial and organizational processes as needed to execute our strategy in this increasingly dynamic and competitive
business and regulatory environment, our financial condition, results ofoperations and relationships with our business pa(ners, regulaton, customen and

stockholders may be negatively impacted.

We outsource certain business functions to third-party suppliers and service providers, and substandard performance by those third parties could harm
our business, reputation and results ofoperations.

Utilities rely on extensive networks ofbusiness partners and supplien to support critical enterprise capabilities across their organizations. Global metrics
indicate that deliveries from supplien are slowing and that labor shortages are occurring in the energy sector. We outsource certain services to third parties in
areas including construction sewices, information technology, materials, fleet, environmental, operational services and other areas. Outsourcing of sewices to
third parties could expose us to inferior sewice quality or substandard deliverables, which may result in non<ompliance (including with applicab'le legal
requirements and industry standards), intemrption ofservice oraccidents, orreputational harm,which could negatively impact ourresults ofoperations. If
any difficulties in the operations ofthese third-party supplien and sewice providers, including their systems, were to occur, they could adversely affect our
results ofoperations, or adversely affect our ability to woft with regulaton, unions, customers or employees.

Changes in the method for determining LIBOR and the potential replacement ofthe LIBOR benchmark interest rate could adversely affect our
business, financial condition, results ofoperations and cash flows.

l1



Table ofContents

ITEM 1A. RISKFACTORS

NISOURCE INC.

Exhibit No. 403
Attachment B

Page 18 of 138
Wtness: P.R. Moul

Some ofour indebtedness, including bonowings under our revolving credit agreement, bears interest at a variable rate based on LIBOR. From time to time,
we also enter into hedging instruments to manage our exposure to fluctuations in the LIBOR benchmark interest rate. In addition, these hedging instruments,
as well as hedging instruments that our subsidiaries use for hedging natural gas price and basis risk, rely on LIBOR-based rates to calculate interest accrued
on certain payments that may be required to be made underthese agrcements, such as late payments or interest accrued ifany cash collateral should be held
by a counterparty. In July 20 I 7, the United Kingdom Financial Conduct Authority ("FCA '), which regulates LIBOR, announced that the FCA intends to stop
compelling banks to submit rates for the calculation of LIBOR after 202 1 . It is not possible to predict the effect of these changes, other reforms or the
establishment of altemative reference rates in the United Kingdom or elsewhere. In the United States, efforts to identif a set of altemative U.S. dollar
reference intercst rates include proposals by the Altemative Reference Rates Committee of the Federal Reserve Board and the Federal Reserve Bank of New
York. The Altemative Reference Rates Committee has proposed the Secured Ovemight Financing Rate ("SOFR") as its recommended altemative to LIBOR,
and the Federal Reserve Bank ofNew York began publishing SOFR rates in April 201 8. SOFR is intended to be a broad measure ofthe cost ofborrowing cash
ovemight that is collateralized by U.S. Treasury securities.

Any changes announced by the FCA, other regulaton or any other successor govemance or oversigbt body, or future changes adopted by such body, in the
method pursuant to which the LIBOR rates are determined may result in a sudden orprolonged increase ordecrease in the reported LIBOR rates. Ifthat were
to occur, the level ofinterest payments we incur may change. In addition, although certain ofour LIBOR based obligations provide for altemative methods ol
calculating the interest rate payable on certain ofourobligations ifLIBOR is not reported, which include, without limitation, requesting certain rates fiom
major reference banks in London orNew York, uncertainty as to the extent and manner offuture changes may result in interest rates and/or payments that are

higber than, lower than or that do not otherwise correlate over time with, the interest rates or payments that would have been made on our obligations ifa
LIBOR-based rate was available in its current form.
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ITEM 2. PROPERTIES

Discussed below are the principal properties held by us and our subsidiades as ofDecember 3 1 , 20 I 8.

Gas Distribution Operations
Refer to Item I , "Business - Gas Distribution Operations" of this report for further information on Gas Distribution Operations properties.

Electric Onerations
Refer to Item I , "Business - Electric Operations" ofthis report for further information on Electric Operations properties.

Corporate and Other Operations
We own the Southlake Complex, our 325,000 square foot headquarters building located in Merrillville, Indiana.

Character ofOwnenhio
Our principal properties and our subsidiaries principal properties are owned free from encumbrances, subject to minor exceptions, none ofwhich are ofsuch a

nature as to impair substantially the usefulness of such properties. Many of our subsidiary offices in various communities served are occupied under leases.

All properties are subject to routine liens fortaxes, assessments and undetermined charges (ifany) incidental to construction. It is ourpractice to regularly
pay such amounts, as and when due, unless contested in good faith. ln general, the electric lines, gas pipelines and related facilities are located on land not
owned by us oroursubsidiaries, but are covered by necessary consents ofvarious govemmental authorities orby appropriate rights obtained fiom ownen o1

private property. We do not, however, generally have specific easements from the owners ofthe property adjacent to public highways ovet upon or under
which our electric lines and gas distribution pipelines are located. At the time each ofthe principal properties were purchased a title search was made. In
general, no examination oftitles as to rightsoflway for electric lines, gas pipelines or related facilities was made, other than examination, in certain cases, to
veri! the grantors' ownership and the lien status thercof.

ITEM 3. LEGAL PROCEEDINGS

For a description ofour legal proceedings, see Note I 8-C "Legal Proceedings" in the Notes to Consolidated Financial Statements.

ITEM 4. MINE SAFETY DISCLOSTJRES

Not applicable.
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SUPPLEMENTAL ITEM, EXECUTWE OFFICERS OF TIIE REGISTRANT

NISOURCE In-C.

The following is a Iist ofthe Exccutivc Officcrs ofthe Rcgistrant, including thcir names, agcs, officcs hcld and othcr rcccnt business cxpcriencc, as of
February 1,2O19.

Name Age Office(s) Held in Past 5 Years

Joseph Hamrock 5 5 President and Chief Executive Offi cer of NiSource since July 1 , 20 I 5.

Executive Vice President and Group ChiefExecutive Offrcer ofNiSource from May 20 I 2 to July 20 I 5

Donald E. Brown 47 Executive Vice President and ChiefFinancial Officer ofNiSource since June 20 1 6.

Executive Vice President, ChiefFinancial Officer and Treasurer ofNi Source from July 20 I 5 to June 20 I 6.

Executive Vice President, Finance Department ofNiSource lrom March 201 5 to July 2015.

Mce President and Chief Financial Ofllcer of UGI Utilities, a division of UGI Corporation (gas and electnc
utility company) from 2010 to March 201 5

PeterT. Disser 50 Vice President, Intemal Audit ofNiSource since January 201 9.

ChiefOperating Officer ofNi Source Corporate Services fiom September 20 I 8 through December 20 I 8.

Vice President, Audit ofNiSource from November 20 1 7 to September 20 I 8

Vice President ofPlannins and Aralvsis ofNiSource from June 2016 to November20lT

ChiefFinancial Officer ofNIPSCO from 20 1 2 to June 20 I 6.

Came J. Hightman 61 Executive Vice President and Chief Legal OfficerofNiSource since 2007.

Violet G. Sistovaris 5'7 Executive Vice President and President, NIPSCO since October 20 I 6.

Executivc Vicc President, NIPSCO fiom June 20 1 5 to Octobcr 20 1 6.

Senior Vice President and Chief Information Officer of NiSource fiom May 20 | 4 to June 2015.

Sen.ior \4ce President and Chief Information OfEcer of NiSource Corporate Services from 2008 to May
2014.

Suzanne K. Surface 54 ChiefSewices OfficerofNiSource since January 2019.

Vice President, Audit ofNiSource from September 20 I 8 through December 20 I 8.

Vice President, Transformation Officc ofNiSource from August 20 I 8 to Scptembcr 20 I 8.

Mce President, Corporate Services Customer Value of NiSource Corporate Services from November 2017
to August 2018.

Vice President, Audit ofNisource from July 20 1 5 to November 2017 .

Vice President Regulatory Strategy and Supporl ofNiSource fiom July 2009 through June 20 I 5.

Pablo A. Vegas 45 Executive Vice President and President, Gas Utilities since January 2019.

Exccutive Mce Prcsidcnt and Chicf Rcstoration Officer of NiSource Comoratc Services since Scotcmbcr
20 I 8 through December 201 8

Executive President, Gas Segment and Chief Customer Offrcer of NiSource from May 2017 to September
2018.

Executive Vice President and President, Columbia Gas Group from May 2016 to May 2017.

President and Chief Operating Officer of Amerjcan Electric Power Ohio Company liom I\,Iay 2012 to May
2016.
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PART II

SECURITIES

NISOURCE INC.

NiSource's common stock is listed and traded on the New York Stock Exchange under the symbol "NI."

Holders of shares of NiSource's conrmon stock are entitled to receive dividends if and when declared by NiSource's Board out of funds legally available,
subject to the prior dividend rights of holders of our prefened stock or the depositary shares representing such preferred stock outstanding, and if full
dividends have not been declared and paid on all outstanding shares ofpreferred stock in any dividend period, no dividend may be declared or paid or set

aside for payment on our common stock. The policy ofthe Board has been to declare cash dividends on a quarterly basis payable on or about the 20th day of
February,May,August,andNovember. AtitsFebruaryl,2019meeting,theBoarddeclaredaquarterlycommondividendof$0.20pershare,payableon
February 20,2019 to holders ofrecord on February I 1,2019.

Although the Board currently intends to continue the payment of regular quarterly cash dividends on conmon shares, the timing and amount of future
dividends will depend on the eamings ofNiSource's subsidiaries, their financial condition, cash requirements, regulatory restrictions, any restrictions in
financing agreements and other factors deemed relevant by the Board. There can be no assurance that NiSource will continue to pay such dividends or the
amount of such dividends.

As of February 12, 2019, NiSource had 20,064 cornmon stockholden of record and 372,494,365 shares outstanding.
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PART II

SECTJRITIES

NISOURCE INC.

The graph below compares the cumulative total shareholder retum of NiSource's common stock for the last five years with the cumulative total retum for the
same period of the S&P 500 and the Dow Jones Utility indices. On July l, 2015, NiSource completed the Separation. Following the Separation, NiSource
retained no ownership interest in CPG. The Separation is treated as a special dividend forpurposes ofcalculating the total shareholderretum, with the then-
cunent market value ofthe distributed shares being deemed to have been reinvested on the Separation date in shares ofNiSource common stock. Avertical
line is included on the graph below to identifo the periods before and after the Separation.

NiSource lnc.
Shareholder Return Performance

t300

am4 2|}t8
Fiscal Year End

<-NiSource +S& P500 -r DJ ljti*ths

The foregoing performance graph is being fumished as part of this annual report solely in accordance with the requirement under Rule l4a-3(bX9) to fumish
stockholders with such information, and therefore, shall not be deemed to be filed or incorporated by reference into any filings by NiSource under the
Securities Act or the Exchange Act.

The total shareholder retum for NiSource common stock and the two indices is calculated from an assumed initial investment of$ I 00 and assumes dividend
reinvestment, including the impact ofthe distribution ofCPG common stock in the Separation.
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The selected data presented below as of and for the five years ended December 3 I , 20 I 8, are derived from our Consolidated Financial Statements. The data
should be read together with the Consolidated Financial Statements including the related notes thereto included in Item 8 ofthis Form I 0-IC

Year Ended December 3 I . (dollats itr millions except per sharc data) 201 8 20t7 2016 201 5 20t4
Statem€trt of lncome Data:

Total Operating Revenues

Net Income (Loss) Available to Common Shareholders

Balanc€ Sheet Data:

Total Assts

Capitalization

Stockholders' equity

Long-term debt, excluding amounls due witbin one year

Total Capitalization

$ 5,1t4.5 $ 4,874 6

(65.6) r 28.5

2 1,804.0

5,750.9

7,1 05.4

$ r 2.8s6.3 $

19,961.7

4,320 |

7,5t2.2

tl t1? ?

4,492 5 $

331.5

18,691.9

4,07 | .2

6,058 2

10,129.4 $

4,651 8

I 98.6

11 ,492.5

3,843 5

504R{

9,797 0

< )1) 4

256.2

24,5 89.8

6,t75 3

8,t51.5

14J26.8

Per Share Data:

Broic Eamings (Loss) Per Share ($)

Diluted Eilnings (Loss) Per Shue (S)

(0.18) $

(0.18) $

0.39

0.39

1.02

I.0r

063

063

0 El

0 8t

$

$

{

$

Other Data:

Dividends declared per common share (g)

Common shaes outstanding at the end of the yeu (in thousnds)

Number of common stockholders

Dividends declaed per Series A preferred share ($)

Capital expenditures

Number of employees

0.7E

372,363

r9,889

28.88

I,814.6

E,087

070

337 ,0t6
2l,009

1,753.8

8,1 75

0.64

323,t60

22,2'72

|,490.4

8,007

0.83

319,110

30, l 90

I,3 67.5

7,596

r02
3 r6,03?

| 11S 6

8,982

$

$

$

s

$

$

In the second quafier of2018, we completed the sale of24,964,163 shares of$0.01 par value common stock at a price of$24.28 per share in a private
placement to selected institutional and accredited investon and issued 400,000 shares ofSeriesAprefened stock resulting in $400.0 million ofgross
proceeds or$393.9 million ofnet proceeds, after deducting commissions and sales expenses. Additionally, in tire fourth quarter of2018 we issued
20,000sharesofSeriesBpreferredstockresultingin5500.0millionofgrossproceedsor$486.1 millionofnetproceeds,afterdeductingcommissions
and sales expenses.

During 2018 we recorded a loss of approximately $757 million for third-party claims and approximately $266 million for other incident-related
expenses in connection with the GreaterLawrence Incident. Columbia ofMassachusetts recorded$135 million forinsurance recoveries through
December 3 1, 201 8. The amounts set fofth above do not include the estimated capital cost ofthe pipeline replacement, which is set forth in " - E. Other
Matters - Greater Lawrence Pipeline Replacement."

During the second quarter of20l8 we executed a tender offer for $209.0 million ofoutstanding notes consisting ofa combination ofour 6.80% notes
due 2019, 5.45% notes due 2020 and 6.125o/o notes due 2022.Duing the third quarter of2018, we redeemed $551.1 million ofoutstanding notes
representing the remainder of our 6.80% notes due 2019,5.45% notes due 2020 and 6,125%onotes d:ue 2022.In conjunction with our debt retired, we
recorded a $45.5 million loss on early extinguishment of long-term debt primarily attributable to early redemption premiums.

The decrease in net income during 2017 was due primarily to increased tax expense as a result ofthe impact ofadopting the provisions ofthe TCJAand
a loss on early extinguishment oflong-term debt, as discussed below.

During the second quarterof20lT, we executed a tenderoffer for $990.7 million ofoutstanding notes consisting ofa combination ofour 6.40% notes
due 2018,6.80% notes due 2019,5.45% notes dw2020,and,6.l25Vo notes due 2022.ln conjunction with the debt retired,we recorded a $1 1 1.5 million
loss on early extinguishment of long-term debt, primarily attributable to early redemption premiums.

Prior to the Separation, CPG closed the placement of $2,750.0 million in aggreEate principal amount of senior notes. Using the proceeds from this
offering, CPG made cash payments to us reprcsenting the settlement of inter-company borrowings and the payment of a one-time special dividend. In

May 2015, using proceeds from the cash payments from CPG, we settled two bank term loans in the amount of $1,075.0 million and executed a tender
offer for $750.0 million consistinq ofa combination ofits 5.25%o notes due 20 I 7. 6.40% notes due 20 | 8 and 4.45o/' notes due 202 I . In coniunction with
the debt
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retired, we recorded a $97.2 million loss on early extinguishment of long-term debt, primarily attributable to early redemption premiums.
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This Management's Discussion and Analysis of Financial Condition and Results of Operations (Management's Discussion) analyzes our financial condition,
results ofoperations and cash flows and those ofour subsidiaries. It also includes management's analysis ofpast financial results and certain potential factors
that may affect future results, potential future risks and approaches that may be used to manage those risks. See "Note regarding forwardJooking statements"
at the beginning ofthis report for a list offacton that may cause results to differ materially.

Management's Discussion is designed to provide an understanding ofouroperations and financial performance and should be read in conjunction with our
Consolidated Financial Statements and related Notes to Consolidated Financial Statements in this annual report.

We are an energy holding company under the Public Utility Holding CompanyAct of 2005 whose subsidiaries are fully regulated natural gas and electric
utility companies sewing customem in seven states. We geneftrte substantially all ofouroperating income through these rate-regulated businesses which are

summarized for financial reporting purposes into two primary reportable segments: Gas Distribution Operations and Electric Operations.

Refer to the "Business" section under Item I ofthis annual report and Note 22, "Segments ofBusiness," in the Notes to the Consolidated Financial Statements

for further discussion ofour regulated utility business segments.

Our goal is to develop strategies that benefit all stakeholders as we address changing customer conservation pattems, develops more contemporary pricing
structurcs and embarks on long-term infrastructure investment programs. These strategies are intended to improve reliability and safety, enhance customer
services and reduce emissions while generating sustainable returns.Additionally, we continue to pursue regulatory and legislative initiatives that will allow
residential customers not currently on our system to obtain gas sewice in a cost effective manner. Refer also to the discussion of Electric Supply within our
Electric Operations Segment discussion for additional information on our long term electric generation strategy.

GreaterLawrence Incident: The GeaterLawrence Incident occurred on September 13,2018. During the yearended December31,20l8, we recorded a loss

of approximately $757 million for third-party claims and approximately $266 million for other incident-related expenses in connection with the Greater

Lawrence Incident. The amounts set forth above do not include the estimated capital cost ofthe pipeline replacement described below and as set forth in " - E.

Other Matters - Greater Lawrence Pipeline Replacement."

We estimate that total costs related to third-party claims as set fofih in Note 18, "Other Commitments and Contingencies - C. Legal Proceedings," will range

from $757 million to $790 million, depending on the final outcome of ongoing reviews and the number, nature, and value of third-party claims. We expect to
incur a total of$330 million to $345 million in other incident-related costs.

We also expect to incur expenses for which we cannot estimate the amounts of or the timing at this time, including expenses associated \i/ith govemment
investigations and fines, penalties or settlements with govemmental authorities in connection with the Greater Lawlence lncident.

Columbia of Massachusetts recorded $135 million for insurance recoveries during 2018. Of this amount, $5 million was collected during 2018. We are

currently unable to predict the amount and timing of future insurance recoveries. To the extent that we arc not successful in collecting reimbursement in the

amount recorded for such recoveries as ofDecember 3 I , 20 I 8, it could result in a charge to eamings.
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Columbia of Massachusetts paid approximately $167 million forthe replacement of the entire affected 45-mile cast iron and bare steel pipeline systemthat
delivers gas to those impacted in the Greater Lawrence lncident during 2018. We estimate this replacement work will cost between $220 million and $230
million in total. Columbia ofMassachusetts has provided notice to its property insurer ofthe Greater Lawrence Incident and discussions around the claim and
recovery have commenced. The recovery ofany capital investment not reimbursed through insurance will be addressed in a future regulatory proceeding. The
outcome ofsuch a proceeding is uncertain. Ifat any point Columbia ofMassachusetts concludes it is probable that any portion ofthis capital investment is
not recoverable through customer rates, that portion ofthe capital investment, ifestimable, would be immediately charged to eamings.

As discussed in Note 8, "Regulatory Matters," in the Notes to Consolidated Financial Statements, Columbia of Massachusetts withdrew its petition for a base
rate revenue increase, resulting in delayed increases in forecasted revenues and cash flows beginning the first quarterof20l9.

Additionally, as discussed in Note 6, "Goodwill and Other Intangible Assets," we concluded the Greater Lawrence Incident was a triggering event requiring a

quantitative analysis of goodwill for the Columbia of Massachusetts repoding unit. While no impairment of the goodwill balance was recorded in 2018,
future unfavorable events that transpire at Columbia ofMassachusetts could trigger the need for anothet quantitative analysis and a goodwill impairment loss
would be required if it's determined Columbia of Massachusetts fair value is less than its book value.

Refer to Note I 8-C and E, "Legal Proceedings" and "Other Matters," in the Notes to Consolidated Financial Statements, "Summary ofConsolidated Financial
Results," "Results and Dscussion of Segment Operation - Gas Dstribution Operations," and "Liquidity and Capital Resources" in this Management's
Discussion, and Part I. Item I A "Risk Facton" for additional information related to the Greater Lawrence lncident.

Summary of Consolidated Financial Results

Our operations are affected by the cost ofsales. Cost ofsales for the Gas Distribution Operations segment is principally comprised ofthe cost ofnatural gas
used while providing transportation and distribution services to customers. Cost ofsales forthe Electric Operations segment is comprised ofthe cost ofcoal,
related handling costs, natural gas purchased for the intemal generation ofelectricity at NIPSCO and the cost ofpower purchased fiom third-party generators
ofelectricity.

The majority ofthe cost ofsales are tracked costs that are passed through directly to the customerresulting in an equal and offsetting amount reflected in
operating revenues. As a result, we believe net revenues, a non4AAP financial measure defined as operating revenues less cost of sales (excluding
depreciation and amortization), provides management and investors a useful measure to analyze profitability. The presentation ofnet revenues herein is
intended to provide supplemental information forinveston regarding operating performance. Net revenues do not intend to represent operating income, the
most comparable GAAP measure, as an indicator of operating performance and is not necessarily comparable to similarly titled measures rcported by other
comDanles.
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2016, operating income and a reconciliation ofnet revenues to the most directly comparable GAAP

2018 20t7 20t6 2018 vs 2017 201'7 vs.2016

For the years ended December 3 1, 201 8, 201 7 and
measure, operating income, was as follows:

Year Ended December 31, (in nilliorc)

Operating Income s 124.7 S 921.2 $ 866.1 $ (796.s) $ s5_l

Year Ended December 31, (in millions, except per share amounts) 20rE 2017 2016 2018 vs.20l7 2017 vs 2016

Operating Rwenues

Cost of sales (excluding depreciation and amortization)

5,114.5

1,767.3

4,8'14.6

1,5 1 8.7

4,492.5 $

I,390.2

239.9 S

242.6

382 1

128 5

Total Nct Revcnucs

Odrer Operating Expenses

3,353.2

3,228.5 ) 4741

3,102 3

) )16)

() 1\

1v5.6

253.6

l 98.5

Operating Income

Total Other Deductions, Net

Income Taxes

124.7

(3ss.3)

(1E0.0)

921.2

(418.2)

314.5

866.1

/151 5\

1 82.1

(7e6.5)

122.9

(4e4.s)

55. r

(12s.7)

t32.4

Net Income (Loss) (s0.6) 128.5 33 1.5 (l7e.l) (203 0)

Prefened dividends (1s.0) (1s.0)

Net Income (Loss) Available to Common Shareholders (6s.6) 128.5 331.5 (194,1) (203 0)

Basic Eamings (Loss) Per Share

Basic Average Common Shares Oustanding

(0.18) $

356.5

0.39

329.4

103 $

321.8

(0.s7) $

27,l

(0.64)

/.o

On a consolidated basis, we reported a loss to common shareholders of $65.6 million or $0.1 8 per basic share for the twelve months ended December 3 1, 201 8
compared to net income available to common shareholden of$128.5 million or$0.39perbasic share forthe sameperiod in2017. The decrease in net income
during 2018 was primarily due to expenses related to the Greater Lawrence Incident rcstoration, dilution resulting fiom prefened stock dividend
cornmitments and other changes in opcrating income, as discussed below, partially offset by the effects ofimplementing the TCJAand higher losses on early
extinguislrment oflong-term debt expenses in 201 7.

Operatins Income
Forthe twelve months ended December3l,2018, we reported operating income of $124.7 million compared to$921.2 million for the same period in 2017.
The decreased operating income was primarily due to increased operation and maintenance expenses related to the GreaterLawrence Incident, decreased net
revenues resulting from TCJA impacts on rcvenue and increased depreciation due to capitai expenditures placed in service. These increases were partially
offset by higher rates from infrastructure replacement programs and base-rate proceedings, decreased outside service costs and employee and administrative
expenses, as well as net favorable effects ofyear-over-year weather variations, which increased revenue in 20 I 8.

Other Deductions. Net
Otherdeductions,net reduced income by $355.3 million in20l8 compared to a reduction in income of $478.2 millionin 2017. This change is primarily due
to lowerlosses on early extinguishment of long-termdebt in 2018 of $66.0 million, an interest rate swap settlement gain in 2018 of$46.2 million and higher
actuarial investment returns resulting from pension contributions made in 20 I 7. These favorable variances were partially offset by charitable contributions of
$20.7 million in 20 I 8 related to the Greater Lawrence Incident.
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Ilcome Taxes
On December22,2017, the President signed into law the TCJA, which, among otherthings, enacted significant changes to the Intemal Revenue Code, as

amended, including a reduction in the maximum U.S. federal corponte income tax rate from 35% to 2l%o, and certain other provisions related specifically to
the public utility industry, including the continuation ofcertain interest expense deductibility and excluding 100% expensing ofcapital investments. These

changes are effective January l, 2018. GAAP requires the effect ofa change in tax law to be recorded in the period ofenactment. As a result, in December
20 I 7, NiSource recorded a $ I 61 .1 million net i ncrease in tax expense related primarily to the remeasurement of deferred tax assets for NOL carryforwards.

The decrease in income tax expense from 2017 to 2018 is primarily attributable to the decrease in the federal corporate income tax rate, true-ups to tax
expense in 2018 to reflect regulatory outcomes associated with excess defened income taxes, the eflect ofamortizing the regulatory liability associated with
excess deferred income taxes and lower pre-tax income resulting from expenses incuned for the Greater Lawrence Incident.

Refer to "Liquidity and Capital Resources" below and Note 10, "Ircome Taxes," in the Notes to Consolidated Financial Statements for additional
information on income taxes and the chanse in the effective tax mte.

Capital Investment
In 2018, we invested approximately $1.8 billion in cash capital expenditures across the gas and electric utilities. These expenditures were primarily aimed at

furthering the safety and reliability of our gas distribution system, the Greater Lawrence Incident pipeline replacement, construction of new electric
transmission assets and maintaining our existing electric generation fleet.

We continue to execute on an estimated $30 billion in total projected long-term regulated utility infrastructure investments and expect to invest
approximately $ I .6 to $ I .7 billion in capital during 20 I 9 to continue to modemize and improve our system across all seven states ofour operating area.

Liouiditv
As discussed in fufther detail below in "Liquidity and Capital Resources," the TCJA has and will continue to have an unfavorable impact on our liquidity.
Additionally, expenses paid for the Greater Lawrence Incident are expected to have a short term negative impact on liquidity as recoveries from insurance lag
behind our cash outlay. Liquidity will also be negatively impacted to the extent certain costs associated with the Greater Lawence Incident are not recovered
fiom insurance. Ttrrough income generated from operating activities, amounts available under our short-term revolving credit facility, commercial paper
program, accounts receivable securitization facilities, long-term debt agreements and our ability to access the capital markets, we believe there is adequate
capital available to fund ouroperating activities and capital expenditures and the effects ofthe GreaterLawrence lncident in20l9 and beyond.At
December3l,20l8 and2017, we had approximately$974.6 million and$998.9 million, respectively, of net liquidity available, consisting of cash and
available capacity under credit facilities.

These factors and otherimpacts to the financial results are discussed in more detail within the following discussions of"Results and Discussion ofSegment
Operations" and "Liquidity and Capital Resources."

Resulatorv Develooments
In 201 8, we continued to move forward on core infrastructure and environmental investment programs supported by complementary regulatory and customer
initiatives across all seven states of our operating area. Refer to Note 8, "Regulatory Matters" and Note l8-E, "Other Mattea," in the Notes to Consolidated
Financial Statements for a cornplete discussion ofkey regulatory developments that transpired during 20 I 8.
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Presentation of Seement Information
Our operations are divided into two primary reportable segments: Gas Distribution Operations and Electric Operations.
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Gas Disfribution Operations

For the years ended December 3 1,20L8,2017 and2016, operating income and a reconciliation ofnet revenues to the most directly comparable GAAP
measurc, operating incorre, was as follows:

Year Ended Decearber 31, (in millians) 20lE 2017 2016 2018 vs.2017 2017 vs.20l6
Operating Income (Loss) $ (2s4.1) $ 550.1 $ s6q.7 $ (804 2) $ ( 19.6.1

Year Ended Decectber 31, (dollars in nillions) 20rE 20t7 2016 20lE vs.2017 2017 vs.2016

Net Revenues

Operating revenues

Less: Cost ofsales (excludilg depreciation ard amortization)

3,419.5

1,2s9.3

3,1 02.1

I,005.0

2,83 0.6

895.4

3174 $

254 3

211 .5

109.6

Net Revenues 2,160.2 2,097.1 1,935.2 63 1

Operating Expenses

Opcration md maintcnance

Depreciation md moniztion

Loss on sale of assets and impairments. net

Other taxes

r,908.r

301.0

0.2

205.0

1,090 8

269.3

28

1 84.1

94t.5

2s2.9

t7t. I

817 3

31.7

(2 6)

209

149.3

t6.4

2.8

13.0

Total Operating Expenses t,547.0 1,365.5 867.3

Operatrng lncome (Loss) (2s4.1) 550.1 569.7 (804.2) $ (1e.6)

Revenues

Residential

Commmcial

Industial

Off-System

Other

2,248.3

/f,J. /

228.6

92.4

96.5

2.029.4 S

669.4

2t'7 5

lll8
74.0

1,823.4

588. r

t94.3

94.4

130.4

2189 $

843

It I

(\e 4)

22.5

206.0

81 3

23.2

t] 4

(56 4)

Total 3,4r9.5 3,102.1 2,830.6 3t7.4 $ 27t.5

Sales and Transportation (MMDth)

Residential

Commercial

lndusrial

Off-System

Other

280.3

187.6

:f,3. /

30.0

247.1

169.3

517.5

39.0

0.3

248.9

165 6

5t7 .7

39.6

(0.t)

18.3

38.2

(e 0)

(0 3)

(l,8)

(0.2)

(0.6)

0.4

r,053.6 911.7 80.4 15

Heating Degree Days

Normal lleating Degree Days

7o Warmer than Normal

Gas Distribution Customers

Residential

Commercial

Industrial

Other

5,562

5,610

(r)%

3,194,662

281,563

6,038

4.927

5,6t0

(r2)%

3,1 68,5 1 6

280,362

6,228

4

5.148

5,642

(e)%

3,14t,736

279,556

6,240

26,146

1,201

(1e0)

(r)

(221)

(32)

26,780

806

( l2)

635

3,4t2266 3,455,1 l0 7 A'r7 47',) 27,t56 27,578
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Gas Distribution Operations (co ntinued)

Comparability ofline item operating results may be impacted by regulatory, tax and depreciation trackers (other than those for cost ofsales) that allow for the
r€covery in rates of certain costs. Therefore, increases in these tracked operating expenses are generally offset by increases in net revenues and have
essentially no impact on net income.

2018 vs. 2017 Ooeratine Income
For 20 I 8, Gas Distribution Operations reported an operating loss of $254.1 million, a decrease in income of $ 804.2 million fiom the comparable 201 7 period.

Net revenues for 201 8 were $2,160.2 million, an increase of $63.1 million from the same period in 201 7. The change in net revenues was primarily driven by:

. New rates fiom infrastructure replacement programs and base rate proceedings of $99.6 million.

. Higherrevenues fromthe effects of colderweatherin 2018 of $37,5 million.

. The effects ofcustomergrowth and increased usage of$17.4 million.

. Higher regulatory, tax and depreciation trackers, which are offset in operating expense, of$ I 6.0 million.

Partially offset by:

. Arevenue resewe of $85.0 million in 2018 resulting from the probable future refund of certain collections from customers as a result of the lower
income tax rate from the TCJA.

. Decreased rates from implementation ofregulatory outcomes related to the TCJA of$24.7 million.

Operating expenses were $867.3 rnillion higher in 20 I 8 compared Jo 2017 . This change was primarily driven by:

. Expenses related to third-party claims and other costs following the Greater Lawrence lncident of $864.4 million, net of insurance recoveries
recorded.

. Increased depreciation of$29.6 million due to regulatory outcomes ofNIPSCO's gas rate case and higher capital expenditures placed in sewice.

. Higher regulatory, tax and depreciation trackers, which are offset in net revenues, of$ I 6.0 million.

. Increased property taxes of $11.0 million due to higher capital expenditures placed in service and the impact of regulatorydriven property tax
deferrals.

Partially offset by:

. Decreased outside services of $3 3.2 million primarily due to IT sewice provider transition and other strategic initiative costs in 2017, lower ongoing
IT costs and a temporary shift ofresources to the Gr€aterLawrence Incident restoration.

. Lower employee and administrative expenses of$30.2 million driven by reduced incentive compensation and a temporary shift ofresources to the
Greater Lawrence lncident restoration.

2017 vs.20l6 Ooeratinq Income
For20l7, Gas Distribution Operationsreported operating income of$550.1 million, a decrease of$19,6 million fromthe comparable 2016 period.

Net revenues for2017 were 92,097.1 million, an increase of$161.9 million from the same period in 2016. The change in net revenues was primarily driven
by:

. New rates fiom base-rate proceedings and infrastructure replacement programs of $ 124.2 million.

. Higherregulatory, tax and depreciation tracken, which are offset in operating expense, of$26.9 million.

. The effects of increased customer grcwth of $ 10.3 million.

. Higherrevenues fromincreased industrial usage of$5.8 million.

Operating expenses were $ 1 81.5 million higher in 2017 compared to 2016. This change was primarily driven by:

. Increased employee and administrative expenses of $53-4 million.

. Higher outside service costs of$52.8 million due to IT service provider transition costs, increased spend on strategic initiatives to enhance safety,
reliability and customervalue and higherpipeline maintenance expenses.

. Increased regulatory, tax and depreciation trackers, which are offset in net revenues, of$26.9 million.

. Higherdepreciation of$15.2 million due to increased capital expenditures placed in service.
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NISOURCE INc.
Gas Distribution Operations (continued)

. Increased property taxes of $ 8.1 million due to higher capital expenditures placed in service and an accrual adjustment recorded in 201 6.

. Higher environmental costs of $4.7 million.

. Increased materials and supplies expenses of$3.4 million from maintenance-related activities.
Weather
In general, we calculate the weather-related revenue variance based on changing customer demand driven by weather variance from normal heating degree

days. Ourcornposite heating degree days reported do not directly correlate to the weather-related dollar impact on the results ofGas Distribution Operations.
Heating degree days experienced during different times ofthe yearorin different operating locations may have more orless impact on volume and dollars
depending on when and where they occur. When the detailed results are combined for reporting, there may be weather-related dollar impacts on operations
when there is not an apparent or significant change in our aggregated composite heating degree day comparison.

Weather in the Gas Distribution Operations service teritories for 2018 was about 1% warmer than normal and about l3%o colder than2017, increasing net
revenues $37.5 million for the year ended December 3 l, 20 I 8 compared to 2017 .

Weather in the Gas Distribution Operations service territories for 201 7 was about 12Yo warmer than normal and about 470 warmer than 201 6, decreasing net
revenues $ 1.7 million for the vear ended December 3 1. 20 I 7 compared to 20 I 6.

Throuehout
Total volumes sold and transported for the year ended December3I,2018 were 1,053.6 MMDth, compared to973.2 MMDth for20l7. This increase is
primarily attdbutable to colder weather experienced in 20 I 8 comparedto 20L7 .

Total volumes sold and transported for the year ended December 31,2017 were 973.2 MMDth, compared,to 971.7 MMDth for2016.

Economic Conditions
All ofour Gas Distribution Operations companies have state-approved recovery mechanisms that provide a means for full recovery ofprudently incurred gas

costs. Gas costs are treated as pass-through costs and have no impact on the net revenues recorded in the period. The gas costs included in revenues are

matched with the gas cost expense recorded in the period and the dillerence is recorded on the Consolidated Balance Sheets as under-recovered or over-
recovered gas cost to be included in future customerbillings.

Certain Gas Distribution Operations companies continue to offer choice opportunities, where customers can choose to purcbase gas from a third-party
supplier, through regulatory initiatives in their respective jurisdictions. Tlrese prograrns serve to firrther reduce our exposure to gas prices.

Greater Lawrence Incident
Refer to Note l8-C. "Legal Proceedings," and E. "Other Matters," in the Notes to Consolidated Financial Statements, "Summary of Consolidated Financial
Results,""Liquidity and Capital Resources" in this Management's Discussion, and Part I. Item 1A. "Risk Factors" for additional information related to the
Greater Lawrence Incident.
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Elecfic Operetions

For the years ended December3 1,2018,2017 and 2016, operating income and a reconciliation ofnet revenues to the most directly comparable GAAP
measur€, operating income, was as follows:

Year Ended December 31, (in millions) 2018 2017 2016 2018 vs,20l7 2017 vs.2016

Operating Income $ 386.r $ 3674 $ 3013 s 18 7 $ 66 1

Year Ended Decenrbet 31, (dolhrs in nillions) 20lE 2017 2016 2018 vs.2017 2017 vs.2016

Net Revenues

Operating revenues

Less: Cost of salcs (cxcluding dcpreciation and amortization)

1,708.2 $ 1,786 5

502.1 513.9

r,661.6 S

495.0

(78.3) $

(1 1.8)

t24.9

18.9

Net Revenues 1,206.r 1,272.6 t.166.6 (66.s) 106.0

Operating Expenses

Operation md maintenance

Depreciation and amortization

Loss on sale ofassets

Other taxes

500.0

262.9

57.1

565.6

217.8

1.9

59.9

528.9

274.5

61.9

(65.6)

(14.e)

(l.e)

(2.8)

36.7

J.J

1.9

(2,0)

Total Operaf ing Expenses E20.0 905.2 865.3 (8s.2) 399

Operating Income 386.1 367.4 $ 301.3 18.7 $ 66 1

Reven u es

Residential

Commercial

Industial

Wholesale

Other

$ 494.7

492.6

614.4

r5.7

90.8

476.9

501.2

698. I

r 1.6

98.7

s 457.4

456.6

63 1.6

lr.6

t04 4

178 S

(8.6)

(83 7)

4l
(7 e)

19.5

44.6

66.5

(s.7)

1,708.2 1,786.5 1,661.6 (78 3) $ 124.9

Sales (Gigawatt Hours)

Residential

Comercial

Industial

Wholesale

Other

3,53s.2

3,844.6

E,829.5

tt43
124.4

3,301.7

Ito?5
9,469.'7

32.5

t28.2

3,514.8

3,878.7

9,281 8

19 0

136.9

233 s

5l .l
(640 2)

81.8

(3 8)

(213.t)

(85 2)

187 9

l3 5

(8.7)

16,448.0 16,725 6 l6,8ll 2 (277.6) (l0s 6)

Cooling Degree Days

Normal Coolhg Degree Days

7o Warmer than Normal

Electric Customers

Residential

Comrnscial

Industrial

Wholesale

Other

988

806

23%

407,268

55,605

744

2

1,1 80

806

460

412,267

s6,60s

2,284

/Jf,

)

837

806

4%

409,40r

56,134

2,305

739

2

2,866

4'7 |

(21)

(4)

(ls1)

2,133

529

(8)

(5)

343

471,893 468,58 | 46\ 91) )J LZ 2,649
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Elecfic Operations (continued)

Comparability ofline item operating results may be impacted by regulatory and depreciation ttacken (other than tbose for cost ofsales) that allow for the

recovery in rates ofcertain costs. Therefore, increases in these tracked operating expenses arc offset by increases in net revenues and have essentially no

impact on net income.

201 8 vs. 201 7 Ooeratinq Income
For20l8, Electric Operations reported operating income of $386.1 million, an increase of $18.7 million fromthe comparable 2017 period.

Net revenues for 2018 were $ 1,206.1 million, a decrease of $66.5 million from the same period in 2017 . The change in net revenues was primarily driven by:

. Lowerregulatory and depreciation trackers, which are offset in operating expense, of$35.6 million.

. Decreased rates from implementation ofregulatory outcomes related to the TCJA of$32.9 million.

. Decreased industrial usage of$ 1 7.1 million.

. Arevenue reserve of $16.2 million in 2018 resulting from the probable future refund of cerlain collections from customers as a result of the lower
income tax rate from the TCJA .

. Increased fuei handline costs of $7.3 million.

Partially offset by:

. The effects of warmerweather of $25.2 million.

. Increased rates from infrastructure replacement programs of $ 18.6 milhon.

Operating expenses were S85.2 million lower in 2018 than 2017. This cbange was primarily driven by:

. Lower regulatory and depreciation trackers, which are offset in net revenues, of $3 5.6 million.

. Lower outside service costs of $32.1 million and lower material and supplies costs of $ 10.2 million primarily related to the rctirement of Bailly
Generating Station Units 7 and 8 on May 3l,2018.

. Decreased employee and administrative costs of $18-4 million.

Partially offset by:

. Increased depreciation of$10.0 million due to highercapital expenditures placed in service.

201 7 vs. 20 1 6 Ooeratins Income
For 2017, Electric Operations reported operating income of $367.4 million, an increase of $66.1 million from the comparable 2016 period.

Net revenues for20l7 were$1,272.6 million, an increase of $106.0 million from the same period in 2016. The change in net revenues was primarily driven
by:

. New rates from base-rate proceedings of $63.6 million.

. Increased rates from incremental capital spend on electric transmission projects ofS24.2 million.

. Higher regulatory and depreciation trackers, which are olfset in operating expense, of$ I 8.0 million.

. New rates from infrastnrcture replacement programs of $6.0 million.

. The effects ofincreased customercount of$3.4 million.

Partially offset by:

. The eflectsofcoolerweatherofSl6.l million.

Operating expenses were $39.9 million higher in 20 I 7 than 20 I 6. This change was primarily driven by:

. Higher outside sewice costs of$20.1 million, primarily due to increased spend on strategic initiatives to enhance safety, reliability and customer
value, generation-related maintenance, IT service provider transition costs and vegetation management activities.

. Higheremployee and administrative costs of $19.2 million.

. Ilcreased regulatory and depreciation tracken, which are offset in net revenues, of $ I 8.0 million.
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NISOURCE INC.
Electric Operations (continued)

. Ilcreased depreciation of$5.6 milljon due to highercapital expendituresplaced in service.

. Highermaterials and supplies costs of$4.5 million driven by generation-related maintenance.

Partially offset by:

. Plant retirement costs of $22.1 million in 2016.

. Decreased amortization ofregulatory assets of$10.8 million.

Weather
I;n general, we calculate the weather-related revenue variance based on changing customer demand driven by weather variance from normal heating or
cooling degree days. Our composite heating or cooling degree days reported do not directly correlate to the weather-related dollar impact on the results of
Electric Operations. Heating or cooling degree days experienced during different times ofthe year may have more or less impact on volume and dollars
depending on when they occur. When the detailed results are combined for reporting, there rnay be weather-related dollar impacts on operations when tbere is
not an apparent or significant change in our aggregated composite heating or cooling degree day comparison

Weather in the Electric Operations' territories for 2018 was 460/o warmer than normal and 4lo/o warmer than the same period in 201 7, increasing net revenues
$25.2 million for the year ended December 3 I , 201 8 compared to 2017 .

Weather in the Electric Operations' teritories for 2017 was 47o warmer than normal and l5Yo cooler than the same period in 201 6, decreasing net revenues
S16.1 million forthe yearended December3l, 2017 compared to 2016.

Sales
ElectricOperationssaleswerel6J48.0GWhfor20lS,adecrease of277.6 GWh,or1.7%comparedto20lT.Thisdecreasewasprimarilyattributableto
higher intemal generation from large industrial customers in 2018, partially offset by increased volumes for residential and commercial customen resulting
from warmer weather.

ElectricOperationssaleswere 16,725.6 GWhfor20lT,adecreaseof l05.6GWh,or0.6%comparedto20l6.

BP Products Nortlt Arnerica, On March 29,2018, WCE, which is cunently owned by BP p.l.c ("BP") and BP Products North America, which operates the BP
Refinery, filed a petition at the IURC asking that the combined operations of WCE and BP be treated as a single premise, and the WCE generation be
dedicated primarily to BP Refinery operations beginning in May 2019 as WCE has self<ertified as a qualifring facility at FERC. BP Refinery plans to
continue to purchase electric sewice from NIPSCO at a reduced demand level beginning May 201 9. Refer to Note 8, 'T.egulatory Matten," in the Notes to
Consolidated Financial Statements for additional information.

Economic Conditions
NIPSCO has a state-approved recovery mechanism that provides a means for full recovery ofprudently incurred fuel costs. Fuel costs are treated as pass-

through costs and have no impact on the net revenues recorded in the period. The fuel costs included in revenues are matched with the fuel cost expense

recorded in the period and the difference is recorded on the Consolidated Balance Sheets as under-recovered or over-recovered fuel cost to be included in
fi:ture customer b illin g s.

NIPSCO's performance remains closely linked to the perlormance of the steel industry. NIPSCO's MWh sales to steel-related industries accounted for
approximately 49.670/o and 54.5% of the total industrial MWh sales for the years ended December 3 I , 201 8 and 2017, respectively.

Electric Supolv
Bailly Generating Statiotr. NIPSCO completed the retirement of Units 7 and 8 at Bailly Generating Station on May 31,2018. These units had a generating
capacity ofapproximately 460 MW. The remaining net book value ofthe retired units is presented in "Regulatory assets (noncurrent)" on the Consolidated
Balance Sheets. This balance continues to be amortized at a rate consistent with its inclusion in customer rates. The ongoing recovery of our remaining
investment in these units will be addressed in NIPSCO's rate case filed on October 31,2018. Referto Note 8, "Regulatory Matten," and Note l8-E, "Other
Matters," in the Notes to Consolidated Financial Statements for additional information.

NIPSCO 201 8 Integrated Resource PIan. Multiple factors, but primarily economic ones, including low natural gas prices, advancing cost effective renewable
technology and increasing capital and operating costs associated with existing coal plants, have led
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NIPSCO to conclude in its October 201 8 Integrated Resource Plan submission that NIPSCO's current fleet of coal generation facilities will be retired earlier
thau previous Integrated Resource Plan's had indicated.

The Iategrated Resourpe Plan evaluated demand-side and supply-side r€source altematives to reliably and cost effectively meet NIPSCO customers' future
energy requirements over the ensuing 20 years. The ptefened option within the htegrated Resource Plan rctires R.M. Schahfer Generating Station (Units 14,

15, 17, and 18) by 2023 and Michigan City Generating Station (Unit l2)by 2028. These units represent 2,080 MW of generating capacity, eqval to 72/o of
NIPSCO's remaining capacity afterthe retirement ofBailly Units 7 ard 8 in May of 2018.

The current replacement plan includes renewable sources ofenergy, including wind, solaq and battery storage to be obtained through a combination of
NIPSCO ounenhip and PPAs. Refer to Note I 8-E, "Other Matters," in the Notes to Consolidated Financial Statements for further discussion.
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Liquidity and Capital Resources

Grealer Lawrence Incident: As discussed in the "Executive Summary" and Note l8, "Other Commitments and Contingencies," we have recorded losses
associated with the GreaterLawrence lncident and have invested capital to replace the entire affected 45-mile cast iron and bare steel pipeline system that
delivers gas to the impacted area. As discussed in the Executive Summary and Note 18 referenced earlier in this paragraph, and Part I, Item l A "Risk Facton,"
in this report, we may incur additional expenses and liabilities in excess ofour recorded liabilities and estimated additional costs associated with the Greater
Laurrence Incident. The timing and amount of future financing needs arising from the Greater Lawrence Incident, if any, will depend on the ultimate timing
and amount ofpayments made in connection with the Greater Lawrence lncident and the timing and amount ofassociated insurance recoveries. Through
income generated from operating activities, amounts available under our short-term revolving credit facility, commercial paper program, accounts receivable
securitization facilities, term loan bonowings, long-tem debt agreements and our ability to access the capital markets, we believe there is adequate capital
available to fund these expenditures.

Oneratine Activities
Net cash from operating activities for the year ended December 3 I , 20 I 8 was $540.1 million, a decrease of $202.1 million from 201 7. This decrease was

driven by cash spend for the Greater Lawrence Incident in 2018 offset by decreased pension plan contributions as discussed below as well as decreased

operation and maintenance expenses (excluding expenses related to the Greater Lawrence Incident). The decrease in cash from operations was futher oftet
by higher sales due to colder weather during the 20 I 8 winter heating season compared to 2017 and, increased rates from infiastructure replacement programs
and rate case outcomes.

Grealer Lawrence Incident.Duing 2018, we paid approximately $73 I million in operating cash flow related to the Greater Lawrence Incident. Refer to Note
1 8-E "Other Matters" for further information.

Pension and Aher Postretirement Plan Funding. [n2017, we contributed$282.3 million to our pension plans (including a$277 million discretionary
contribution made during the third quarter of20 I 7) and $3 I .6 million to our other postretirement benefit plans.

In 2018, we contributed $2.9 million to our pension plans and $21 .0 million to our other postretirement benefit plans. Given the cunent funded status of the
pension plans, and barring unforeseen market volatility that may negatively impact the valuation ofour plan assets, we do not believe additional material
contributions to ourpension plans will be required forthe foreseeable future.

Income Taxes. Rates for our regulated customers include provisions for the collection ofU.S. federal income taxes. The reduction in the U.S. federal
corporate income tax rate as a result of the TCJAhas led to a decrease in the amount billed to customers through rates, ultimately resulting in lower cash

collections fiom operating activities. As discussed in furtber detail in Note 7, "Regulatory Matters," in the Notes to the Consolidated Financial Statements,
ourregulated subsidiaries are engaged with the relevant state utility commissions to address the impacts of the TCJAon future customerrates. During 2018,
billings to customers decreased approximately $57.6 million compared to the same period in 2017 as a result of adjustments to certain rates in ourKentucky,
Ohio, Maryland, Pennsylvania,Massachusetts and Indiana jurisdictions. Additionally, during 2018, we recorded additional TCJA-related regulatory
liabilities related to 20 I 8 collections from customers, which are being refunded back to customeff once new customer rates are approved by our regulaton

In addition, we will be required to pass back to customers "excess deferred taxes" which represent amounts collected from customen in the past to cover
deferred tax liabilities which, as a result ofthe passage ofthe TCJA, are now less than the originally billed amounts.Approximately $1.5 billion ofexcess
defened taxes was recorded to "Regulatory liabilities (noncunent)" on the Consolidated Balance Sheets as ofDecember 3 I ,2017 as a result ofimplementing
the TCJA. The majority of this balance related to temporary book-to-tax differences on utility property protected by IRS normalization rules. As modified
mtes are approved by each ofour regulators, we expect this portion ofthe balance will be passed back to customers over the remaining average useful life of
the associated property as required by the TCJA. The pass back period for the remainder of this balance will be determined by our state utility commissions ln
future proceedings. Our estimate of the amount and pass-back period of excess deferred taxes is subject to change pending final review by the utility
commissions ofthe states in which we operate. As noted above, this pass back ofexcess deferred taxes has already begun in certain ofourjurisdictions. As of
December 3l, 20l8 we have approximately S1.4 billion ofremaining regulatory liabilities associated with excess defened taxes. See Note 8, "Regulatory
Matters," for additional information.

As ofDecember 31,2018, we had a recorded deferred tax asset of $759.6 million related to a federal NOL carryforward, of which $508.5 million rclates to
years prior to the implementation of the TCJA. As a result ofbeing in an NOL position, we were not
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required to make any cash payments for federal income tax purposes during the three yean ended December 3 I , 20 1 8. The carryforward periods for pre-TCJA
tax benefits expire in various tax yean from 2028 to 2037, however, we expect to fully utilize tbe carryforward benefit prior to its expiration. Per the TCJd
utilization of NOL carryforwards generated after December 3 1,2017 do not expire, but are limited to 807o of cunent year taxable income. Accordingly, we
may be required to make cash payments for federal income taxes in future years despite having NOL carryforwards in excess of current taxes payable.

lnvestine Activities
Our cash used for investing activities varies year over year primarily as a result ofchanges in the level ofannual capital expenditures. The table below reflects
capital expenditures and certain otherinvesting activitiesby segment for2018,2017 and 2016.

(in ndllions) 2018 2017 2016

Gas Distribution Operations

System Growth and Trackcr

Maintenance

Total Gas Distnbution Operations

1,013.7 $

241.6

lJ1s.3

909.2 S

216.4

| .125.6

835 0

219 4

1.054.4

Electric Operations

System Growth and Tracker

Maintenance

Total Electric Operations

346.0

153.3

4993

435.3

157.1

592.4

3 l4.l
106.5

420.6

Corporate and Other Operations - Maintenancc(l) 3 s.8 l 5.4

Total(z) 1,814.6 $ I ,753.8 $ | ,490.4
(rZero Corporate and Other capital expenditures in 20 I 8 driven by the leoing of IT assets beginning in Q I 20 I 8 versus historical practice of purclrasing.
(2AmountsdifferfromthosepresentedontheStatementsofConmlidatedCashFlowsprimari|yduetothecapita|ized,PortionofthecorPoIateIncentivePlmPayou
capital expendinrres included in cunent liabilities and A-FUDC Equity

For20l8, capital expenditures and certain other investing activities were $1,814.6 million, which was $60.8 miliion higher than the201'7 capital program.
This increased spending is due in part to costs associated with the GreaterLawrence Incident pipeline replacement, gas transmission projects, environmental
investments and system modemization projects.

For2017, capital expenditures and certain other investing activities were $1,753.8 million, which was $263.4 million higher than the 2016 cap.ital program.
This increased spending is mainly due to electric transmission projects, environmental investments and system modemization projects.

For20l9,we project to invest approximately $1.6 to Sl.7 billion in ourcapital program. Thisprojected level ofspend is consistent with 2018 spend levels
and is expected to focus primarily on the continuation ofthe modemization projects, segment growth across the Gas Distribution Operations segment, and
TDSIC spend.

Financinq Activities
Short-term DebL Refer to Note I 5, "Short-Term Borrowings," in the Notes to Consolidated Financial Statements for inforrnation on short-term debt.

Long-term Debt, Referto Note 14, "Long-Term Debt," in the Notes to Consolidated Financial Statements for information on long-term debt.

Net Available Liquidity. As ofDecember3l,2018, an aggregate of$974.6 million ofnet liquidity was available, including cash and credit available under
the revolving credit facility and accounts receivable securitization programs.
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The following table displays NiSource's liquidity position as of December 31, 2018 and 201 7:

Year Ended Decemba 31, (in millions) 2018

Current Liquidity
Revolving Credit Facility

Accounts Receivable Progrum(l )

Less:

Commercial Paper

Accounts Receivable Program Utilized

Letters of Credit Outstanding Under Credit Facility

Add:

Cash and Cash Equivalents

1,850.0 $

399.2

978.0

399.2

t0.2

112.8

1,850.0

JJb./

869.0

336,7

1l.l

29.0

Net Available Liquidity $ 974.6 $ 998.9
(r)Represents the lesser of the seronal limil or maximum bonowings supporlable by the underlying receivables.

Debt Covenants. We are subject to a financial covenant underourrevolving credit facility and term loan agreement, which requires us to maintain a debt to
capitalization ratio that does not exceedT0To. A similar covenant in a 2005 private placement note purchase agreement requires us to maintain a debt to
capitalization ratio that does not exceed 7 5%. As of December 3 I , 201 8, the ratio was 61.4oh.

Sale ofTrade Accounts Receiva6les. Refer to Note I 7, "Transfers ofFinancial Assets," in the Notes to Consolidated Financial Statements for information on
the sale oftrade accounts receivable.

Credit Ratings. The credit rating agencies periodically review our ratings, taking into account factors such as our capital structure and eamings profile. The
following table includes our and certain ofour subsidiaries' credit ratings and ratings outlook as ofDecember 3 l, 20 I 8.

Acredit rating is not a recommendation to buy, sell orhold securities, and may be subject to revision orwithdrawal at any time by the assigning rating
organization.

S&P Moody's Fitch

Rating Outlook Rating Outlook Rating Outlook

NiSource

NIPSCO

Columbia of Massachusetts

Commercial Paper

BBB+ Negat'ive

Negative
BBB+

Negative
BBB+

Baa2 Stable

Baal

Baa2

P-2

Stable

Stable

Stable

BBB

BBB

Not rated

F2

Stable

Stable

Not rated

Stable
Negative

A-2

Certain ofour subsidiaries have agreements that contain "ratings triggers" that require increased collateral ifour credit ratings or the credit ratings ofcertain
ofour subsidiaries are below investment grade. These agreements are primarily for insurance purposes and for the physical purchase or sale ofpower. As of
December 31,2018, the collateral requirement that would be required in the event ofa downgrade below the ratings trigger levels would amount to
approximately $53.8 million. In addition to agreements with ratings triggers, tbere are other agreements that contain "adequate assurance" or "material
adverse change" provisions that could necessitate additional credit support such as letters ofcredit and cash collateral to transact business.

Equity.Ouratthorized capital stock consists of420,000,000 shares, $0.01 parvalue, ofwhich 400,000,000 are cornmon stock and 20,000,000 are prefened
stock. As of December 31, 2018, 372,363,656 shares of common stock and 420,000 shares of prefened stock were outstanding. For more information
regarding our conunon and prefened stock, see Note I 2, "Equity," in the Notes to Consolidated Financial Statements.
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Conlraclual Obligations. We have cetain contractual obligations requiring payments at specified periods. The obligations include long-term debt, lease

obligations, energy commodity contracts and obligations for various sen'ices including pipeline capacity and outsourcing of IT services. The total
contractual obligations in existence at December 3 1, 20 1 8 and their maturities were:

(in millions) Total 20t9 2020 2021 2022 2023 After

Long-term debt (r I

Capital lcascs(2)

Interest payments oI Iong-term debt

Opcrating leases(il

Energy commodity cotrtracls

Scrvicc obligotions:

Pipeline service obligation s

lT senice obligations

Other service obligations

Other liabilities

s 1,029.6 $

322 4

6,3t1.7

4s9

| 54.3

J,566.7

211 0

86.7

aA 1

$ 636 $

226

318 6

6l

450.5

47 1

9.6

260 8 1,317 9

41.0 $

230

319 8

It 0

99.2

592 3

683

I3.5

225

318 6

7.3

55 I

487 7

600

43.6

5300 $

22.1

315 0

437.5

356

6000 s

t9 8

289 0

28

5,795.0

2r2 4

4,7 50.7

t 4.5

24 1

Total contractual obligations $ 1 7,752.5 S 1,212.3 $ 9948 $ 918.1 $ 1,344.4 $ 1,t72 4 $ t 2,l | 0.5
(r) Long-term debt balance excludes unamortized issuance costs and dircounts of $68.5 mittion.
(2) Capital lease payments shown above are inclusive ofinterest totaling $l l4 6 million

t€rm, but tbe a[ticipated payments associated with the renewals do not meet the definition of expected minimum lease payments and therefore are not included above Expected
payments are $26.7 million in2019,522.4 million in 2020, $16 6 nrillion in 2021,512 3 million in 2022,59 3 million iu 2023 and $8 8 milliou thereafter

Our calculated estimated interest payments for long-term debt is based on the stated coupon and payment dates. For 20 I 9, we project that we will be required
to make interest payments of approximately $363.1 million, which includes $3 19.8 million of interest payments rclated to our long-term debt outstanding as

of December 31,2018. At December 31, 2018, we had$1,977 .2 million in short-term borrowings outstanding.

Our expected payments included within "Otber liabilities" in the table ofcontractual commitments above contains employer contributions to pension and
otherpostretirement benefits plans expected to be made in2019. Plan contributions beyond 2Ol9 are dependent upon a numberoffactors, including actual
retums on plan assets, which cannot be reliably estimated at this time. In 2019, we expect to make contributions of approximately $3.0 million to ourpension
plans and approximately$20.6 million to ourpostretirement mcdical and life plans. Referto Note ll, "Pension and OtherPostretirement Benefits," in the
Notes to Consolidated Financial Statements for more information.

We cannot reasonably estimate the settlement amounts or timing of cash flows related to long-term obligations classified as "Total OtherLiabilities" on the
Consolidated Balance Sheets, otherthan those described above.

We also have obligations associated with income, property, gross receipts, fanchise, payroll, sales and use, and various othertaxes and expect to make tax
payments of approximately $240.6 million in 2019, which are not included in the table above.

Refer to Note 18-A, "Contractual Obligations," in the Notes to Consolidated Financial Statements for further information.

In January 20 I 9, NIPSCO executed two 20 year PPAs to purchase 1 00% ofthe output from renewable generation facilities at a fixed price per mwh and a BTA
with a developerto construct a renewable generation facility. Payments underthese agreement are not included in the table above as these agreements were
executed in 2019 andremain subject to approval by the relevant regulatory authoritiesbefore the deals would commence. See 18-E. "OtherMatters -NIPSCO
20 I 8 Integrated Resource Plan," for additional information.

OI[-B al a nce Sheet Arr a n gements

We, along with certain ofour subsidiaries, enter into various agreements providing financial or performance assurance to third parties on behalfofcertain
subsidiaries. Such agreements include guarantees and stand-by letters ofcredit.

Refer to Note 18, "Other Commitments and Contingencies," in the Notes to Consolidated Financial Statements for additional information about such
arrangements.
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Market Risk Disclosures

Risk is an inherent part ofour businesses. The extent to which we properly and effectively identify, assess, monitor and manage each ofthe various types of
risk involved in our businesses is critical to our profitability. We seek to identi!, assess, monitor and manage, in accordance with defined policies and
procedures, the following principal market risks that are involved in our businesses: cornrnodity price risk, intercst rate risk and credit risk. Risk management
for us is a multi-faceted process with oversight by the Risk Management Committee that requires constant communication, judgment and knowledge of
specialized products and markets. Our senior management takes an active role in the risk management process and has developed policies and procedures
that require specific administrative and business functions to assist .in the identification, assessment and control ofvarious risks. These may include, but are
not limited to market, operational, financial, compliance and strategic risk types. In recognition ofthe increasingly varied and complex nature ofthe energy
business, our risk management process, policies and procedures continue to evolve and are subject to ongoing review and modification.

Commodity Price Risk
We are exposed to commodity price risk as a result of our subsidiaries' operations involving natural gas and power. To manage this market risk, our
subsidiaries use derivatives, including commodity futures contracts, swaps, forwards and options. We do not participate in speculative energy trading
activity.

Commodity price risk resulting from derivative activities at our rate-regulated subsidiaries is limited, since regulations allow recovery ofprudently incurred
purchased power, fuel and gas costs through the rate-making process, including ga'ins or losses on these derivative instruments. If states should explore
additional regulatory reform, these subsidiaries may begin providing sewices without the benefit ofthe traditional rate-making process and may be more
exposed to commodity price risk.

Our subsidiaries are required to make cash margin deposits with their brokers to cover actual and potential losses in the value ofoutstanding exchange traded
derivative contracts. The amount ofthese deposits, some ofwhich is reflected in ourrestricted cash balance, may fluctuate significantly during periods of
high volatility in the energy commodity markets.

Refer to Note 9, "Risk Management Activities," in the Notes to the Consolidated Financial Statements for further information on our commodity price risk
assets and liabilities as ofDecember3l, 2018 and 2017.

Interest Rate Risk
We are exposed to interest rate risk as a result ofchanges in interest rates on borrowings underourrevolving credit agreement, commercial paperprogram,
term loan borrowings and accounts receivable programs, which have interest rates that are indexed to short-term market interest rates. Based upon average
borrowings and debt obligations subject to fluctuations in short-term market interest rates, an increase (or decrease) in short-term interest rates of 100 basis
points (l %) would have increased (or decreased) interest expense by $ 13.3 million and $ 15.8 mill ion for 2018 and 2017, respectively. We are also exposed to
interest rate risk as a result ofchanges in benchmark rates that can influence the interest rates offuture debt issuances

Refer to Note 9, "Risk Management Activities," in the Notes to Consolidated Financial Statements for further information on our interest rate risk assets and
liabilities as ofDecember 3 l, 201 8 and 2017.

Credit Risk
Due to the nature of the industry, credit risk is embedded in many of ourbusiness activities. Ourextension of credit is govemed by a Corporate Credit Risk
Policy. In addition, Risk Management Committee guidelines are in place which document management approval levels for credit limits, evaluation of
creditworthiness, and credit risk mitigation efforts. Exposures to credit risks are monitored by the risk management function which is independent of
comrnercial operations. Credit risk arises due to the possibility that a custome4 supplier or counterparty will not be able or willing to fulfill its obligations on
a transaction on or before the settlement date. For derivative-related contracts, credit risk arises when counterparties are obligated to deliver or purchase
defined commodity units ofgas or power to us at a future date per execution ofcontractual terms and conditions. Exposure to credit risk is measured in terms
ofboth cunent obligations and the market value offorward positions net ofany posted collateral such as cash and lette$ ofcredit.

We closely monitorthe financial status ofourbanking credit providers. We evaluate the financial status ofourbanking partnen through the use ofmarket-
based metrics such as credit default swap pricing levels, and also through traditional credit ratings provided by major credit rating agencies.
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Other Information

Critical Accountins Policies
We apply certain accounting policies based on the accounting requirements discussed below that have had, and may continue to have, significant impacts on
our operations and Consolidated Financial Statements.

Basis of Accounting for Rate-Regulated Subsidiaries. ASC Topic 980, Regulated Operations, provides that rate-regulated subsidiaries account for and
report assets and liabilities consistent with the economic effect ofthe way in which regulators establish rates, ifthe rates established are designed to recover
the costs ofproviding the regulated service and ifthe competitive environment makes it probable that such rates can be charged and collected. Certain
expenses and credits subject to utility regulation orrate determination normally reflected in income are defened on the Consolidated Balance Sheets and are

recognized in income as the related amounts are included in service rates and recovered from or refunded to customers. The total amounts ofregulatory assets

and liabilities reflected on the Consolidated Balance Sheets were $2,237.5 million and $2,660.0 million at December 31, 2018, and $ I,801.2 million and
$2,'795.6 million atDecember 31, 2017, respectively. For additional information, refer to Note 8, "Regulatory Matten," in the Notes to Consolidated
Financial Statements.

ln the event that regulation signilicantly changes the opportunity for us to recover our costs in the future, all or a portion ofour regulated operations may no
longer meet the criteria for the application ofASC Topic 980, Regulated Operations. In such event, a writedown ofall or a porlion ofour existing regulatory
assets and liabilities could result. Iftransition cost recovery is approved by the appropriate regulatory bodies that would meet the requirements under GAAP
for continued accounting as regulatory assets and liabilities during such recovery period, the regulatory assets and liabilities would be reported at the
recoverable amounts. Ifwe were unable to continue to apply the provisions ofASC Topic 980, Regulated Operations, we would be required to apply the
provisions ofASC Topic 980-20, Discontinuation of Rate-Regulated Accounting. In management's opinion, our regulated subsidiaries will be subject to
ASC Topic 980, Regulated Operations fot the foreseeable future.

Certain ofthe regulatory assets reflected on our Consolidated Balance Sheets require specific regulatory action in orderto be included in future sewice rates.
Altlrough recovery ofthese amounts is not guaranteed, we believe that these costs meet the requirements for defenal as regulatory assets. Regulatory assets

requiring specific regulatory action amounted to $320.4 million atDecember3l,2018. Ifwe determine that the amounts included as regulatory assets were
not recoverable, a charge to income would immediately be required to the extent ofthe unrecoverable amounts.

The passage ofthe TCJA into law necessitated the remeasurement ofour deferred income tax balances to reflect the new U.S. corporate income tax rate of
2 1 %. For our regulated entities, substantially all ofthe impact ofthis remeasurement was recorded to a regulatory asset or regulatory liability, as appropriate,
until such time that we receive final regulatory orden prescribing the required accounting treatment and related impact on future customer rates. For
additional information, refer to Note 1 0, "lncome Taxes," in the Notes to Consolidated Financial Statements.

As discussed in Note I 8-E, "Other Matters - Greater Lawrence Pipeline Replacement," we incurred approximately $ I 67 million of capital spend for pipeline
replacement in the affected communities during 2018. We estimate this replacement work will cost between 5220 million and$230 million in total.
Columbia ofMassachusetts has provided notice to its property insurer ofthe Greater Lawrence Incident and discussions around the claim and recovery have
commenced. The recovery ofany capital investment not reimbuned through insurance will be addressed in a future regulatory proceeding. The outcome of
such a proceeding is uncertain. In accordance with ASC 980-360, if it becomes probable that a portion ofthe pipeline replacement cost will not be
recoverable through customerrates and an amount can be reasonably estimated, we will reduce ourregulated plant balance forthe amount ofthe probable
disallowance and record an associated charge to eamings. This could result in a material adverse effect to ourfinancial condition, results ofoperations and
cash flows. Additionally, ifa rate order is received allowing rccovery ofthe investment with no or reduced retum on investment, a loss on disallowance may
be required.

Pension and Postretirement Benefts- We have defined benefit plans for both pension and other postretirement benefits. The calculation of the net
obligations and annual expense related to the plans requires a significant degree ofjudgment regarding the discount rates to be used in bringing the
liabilities to present value, expected long-term rates ofretum on plan assets, health care trend rates, and mortality Btes, among other assumptions. Due to the
size ofthe plans and the long-term nature ofthe associated liabilities, changes in the assumptions used in the actuarial estimates could have material impacts
on the measurement ofthe net obligations and annual expense recognition. Differences between actuarial assumptions and actual plan results are deferred
into AOCI or a regulatory balance sheet account, depending on the jurisdiction ofour entity. These defened gains or losses are then amortized into the
income statement when the accumulated differences exceed 1 0% of the greater of the projected benefit obligati on or the fair value of plan assets ftnown in
GAAP as the "corridor" method) or when settlement accounting is triggered.
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The discount rates, expected long-tem rates ofretum on plan assets, health care cost trend rates and mortality rates are critical assumptions. Methods used to
develop these assumptions are described below. While a third party actuarial firm assists with the development of many of these assumptions, we are
ultimately responsible for selecting the final assumptions.

The discount rate is utilized principally in calculating the actuarial present value of pension and other postretirement benefit obligations and net
periodic pension and other postretiremcnt benefit plan costs. Our discount rates for both pension and other postretirement benefits are dctermined using spot
rates along an AA-rated above median yield cuwe with cash flows matching the expected duration ofbenefit payments to be made to plan participants.

The expected long-term rate ofretum on plan assets is a component utilized in calculating annual pension and otherpostretirement benefit plan costs. We
estimate the expected retum on plan assets by evaluating expected bond retums, equity risk premiums, target asset allocations, the effects ofactive plan
management, the impact ofperiodic plan asset rebalancing and historical performance. We also consider the guidance from our investment advisors in
making a final determination ofour expected rate ofretum on assets.

For measurement of 20 I 9 net periodic benefit cost, we sclected an expected pre-tax long-term rate of retum of 6 l0o/o and 5 80% for our pension and other
postretirement benefit plan assets, respectively

We estimate the assumed health care cost trend rate, which is used in determining our otherpostretirement benefit net expense, based upon our actual health
care cost experience, the effects ofrecently enacted legislation, third-party actuarial surveys and general economic conditions.

We use the Society of Actuaries' most recently published mortality data in developing a best estimate of mortality as part of the calculation of
the pension and otherpostretirement benefit obligations.

The following tables illustrate the effects ofchanges in these actuarial assumptions while holding all other assumptions constant:

Impact on December 3 I , 20 I 8 Projected Benefit Obligation lncrease/(Decrease)

Change in Assumptions (in millions) Pension Benefits Other Postretirement Benefi ts

+50 basis points change in discount rate

-50 basis points change in discount rate

+50 basis points change in health care trend rates

-50 basis points change in hcalth care trend rates

(7e.6\ $

86.2

(23.6)

258

12.5

(rt 0)

lmpact on 20 I 8 Expense Increase/(Decrease)(l )

Change in Assumptions (in millions) Pension Benefits Other Postretirement Benefi ts

+50 basis points change in discount rate $

-50 basis points change in discount rate

+50 basis points change in expected long-term rate ofretum on plan assets

-50 basis points change in expected long-term rate ofretum on plan assets

+50 basis points change in health care trend rates

-50 basis points change in health care trend rates

(3.3) $

2.8

( 10.3 )

10.3

(0.7)

0.8

(1.3)

l.J

0.6

(0.s)
(r)Bcfore labor capitalization and regulatory delerals

+J



Table ofContents

Exhibit No. 403
Attachment B

Page 44 of 1 38
Wtness: P.R. Moul

NISOURCE INC.

In January 2017,we changed the method used to estimate the service and interest components ofnet periodic benefit cost for pension and other
postretiremeDt benefits. This change, compared to the previous method, resulted in a decrease in the actuariallydetermined service and interest cost

components. Historically, we estimated service and interest cost utilizing a single weighted-average discount rate derived from the yield curve used to
measure the benefit obligation at the beginning ofthe period. For fiscal 2017 and beyond, we now utilize a full yield cuwe approach to estimate these

components by applying the specific spot rates along the yield cuwe used in the determination ofthe benefit obligation to the relevant projected cash flows.
For further discussion of our pension and other postretirement benefits, see Note 11, "Pension and Other Postretirement Benefits," in the Notes to
Consolidated Financial Statements.

Goodwill. We have seven goodwill reporting units, comprised of the seven state operating companies within the Gas Distribution Operations reportable
segment.OurgoodwillassetsatDecember3l,20l8were$l,690.Tmillion,mostofwhichresultedfromtheacquisitionofColumbiaonNovemberl,2000.

As required by GAAP, we test for impairment ofgoodwill on an annual basis and on an interim basis when events or circumstances indicate that a potential
impairment may exi st. Our annual goodwill test takes place in the second quarter of each year and was most recently finalized as of May I , 201 8. In the third
quarterof20l8, we determined the GreaterLawrence Incident represented a triggering event that required an impairment analysis ofgoodwill. The incident
specifically impacts our Columbia of Massachusetts repofiing unit. The quantitative impairment analysis as of September 30, 2018 determined the fair value
of Columbia of Massachusetts reporting unit continued to exceed its carrying value. For additional information, refer to Note 6, "Goodwill and Other
Intangible Assets," in the Notes to Consolidated Financial Statements.

We completed a quantitative ("step l") fair value measurement of our reporting units during the May l, 2016 goodwill test. Consistent with our historical
impairment testing ofgoodwill, fair value ofthe reporting units was determined based on a weighting ofincome and market approaches. These approaches
require significant judgments including appropriate long-term growth rates and discount rates for the income approach and appropriate multiples ofeamings
for peer companies and control premiums for the market approach. A qualitative ("step 0") test was completed on May l, 2018. We assessed various
assumptions, events and circumstances that would have affected the estirnated fair value ofthe reporting units in our baseline May I , 20 I 6 test. The results of
this assessment indicated that it is not more likely than not that its reporting unit fair values are less than the reporting unit carrying values and no
impairments are necessary.

The discount rates were derived using peer company data compiled with the assistance ofa third party valuation sewices firm. The discount rates used are

subject to change based on changes in tax rates at both the state and federal level, debt and equity ratios at each reporting unit and general economic
conditions.

The long-term growtb rate was derived by evaluating historic growth rates, new business and investment opportunities beyond the near term horizon. The
long-term groMh rate is subject to change depending on inflationary impacts to the U.S. economy and the individual business environments in which each

reporting unit operates.

The May l, 20 I 6 test indicated the fair value ofeach ofthe reporling units that carry or are allocated goodwill exceeded their carrying values, indicating that
no impairment existed under the step I annual impairment test. Ifthe estimates offree cash flow used in this step I analysis had been I 0% lower, the resulting
fair values would have still been greater than the carrying value for each ofthe reporting units tested, holding all other assumptions constant.

Revenue Recognition Revenue is recorded as products and services are delivered. Utility revenues are billed to customers monthly on a cycle basis.
Revenues are recorded on the accrual basis and include estimates for electricity and gas delivered but not billed.

We adopted the provisions ofASC 606 beginning on January I , 20 I 8 using a modified retospective method, which was applied to all contracts. No material
adjustments were made to January 1,2018 opening balances and no material changes in the amount ortiming offuture revenue recognition occurred as a

result ofthe adoption ofASC 606. Refer to Note 3 "Revenue Recognition," in the Notes to Consolidated Financial Statements.

Recentlv Issued Accountins Pronouncements
Referto Note 2, "Recent Accounting Pronouncements," in tlre Notes to Consolidated Financial Statements.

ITEM 7A" OUANTITATIVE AND OUALITATTVE DISCLOST]RES ABOUT MARKET RISK

Quantitative and Qualitative Disclosures about Market Risk are reported in Item T. "Management's Discussion and Analysis of Financial Condition and
Results of Operations - Market Risk Disclosures."
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To the shareholders and tbe Board ofDirectors ofNiSource lnc.

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets ofNSource lnc. and subsidiaries (the "Company") as ofDecember3l,2018 and 2017, the

related statements ofconsolidated income (loss), comprehensive income (loss), stockholders'equity, and cash flows for each ofthe three years in the period
ended December 3 l, 20 I 8, and the related notes and the schedule listed in the Index at item I 5 (collectively referred to as the "financial statements"). ln our
opinion, the financial statements present fairly, in all material rcspects, the financial position ofthe Company as ofDecember 31, 2018 and 2017, and the

results ofits operations and its cash flows for each ofthe thrce years in the period ended December 31, 2018, in conformity with accounting principles
generally accepted in the United States ofAmerica.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the Company's

intemal control overfinancial reporting as ofDecember3l,20l8,based on criteria established inlntemal Control - Integrated Framework (2013) issuedby
the Committee of Sponsoring Organizations ofthe Treadway Commission and our report dated February 20,2019, expressed an unqualified opinion on the

Company's intemal control over fi nanci al reporting.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the Company's financial
statements based on our audits. We are a public accounting firm registered with the PCAOB and are required to be independent with respect to the Company
in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted ouraudits in accordance with the standards ofthe PCAOB. Those standards require that we plan and perform the audit to obtain reasonable
assuftrnce about whether the financial statements are fiee ofmaterial misstatement, whether due to error or fraud. Our audits included performing procedures

to assess the risks ofmaterial misstatement ofthe financial statements, whetber due to enor or fraud, and performing procedures that respond to those risks.
Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included
evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall presentation ofthe financial
statements. We believe that our audits provide a reasonable basis for our opinion.

/s/ DELOITTE & TOUCIIE LLP
Columbus. Ohio
February 20,2019

We have served as the Company's auditor since 2002.
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To the shareholden and the Board ofDirectors ofNiSource lnc.

Opinion on Internal Control over Financial Reporting

We have audited the intemal control over financial rcporting ofNiSource Inc. and subsidiaries (the "Company") as ofDecember 31, 2018, based on criteria
established in.Intenral Control - Integrated Framework (20l3/ issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).

In our opinion, the Company maintained, in all material respects, effective intemal control over financial reporting as ofDecember 3 l, 20 I 8, based on criteria
established in 1r ternal Control - Integrated Framework (20 I 3) issued by COSO.

We have also audited, in accordance with the standards of the Public Company Accounting Ovenight Board (United States) (PCAOB), the financial
statements as ofand foryearended December3l,2018, ofthe Company and ourreport dated February 20,2019, expressed an unqualified opinion on those
financial statements.

Basis for Opinion

The Company's management is responsible for maintaining effective intemal control over financial reporting and for its assessment ofthe effectiveness of
intemal control over financial reporting, included in the accompanying Management's Report on Intemal Control Over Financial Reporting, Our
responsibility is to express an opinion on the Company's intemal control over financial reporting based on our audit. We are a public accounting firm
registered with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards ofthe PCAOB. Those standards require that we plan and perform the audit to obtain reasonable
assunmce about whether effective intemal control over financial reporting was maintained in all material respects. Our audit included obtaining an

understanding ofintemal control over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating
effectiveness of intemal control based on the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We

believe that our audit provides a reasonable basis for our opinion.

Definition aod Limitations oflnternal Control over Financial Reporting

Acompany's intemal control overfinancial reporting is a process designed to provide reasonable assunnce regarding the reliability offinaniial reporting
and the preparation of financial statements for extemal purposes in accordance with generally accepted accounting principles. A company's intemal control
over financial reporting includes those policies and procedures that (l) pertain to tbe maintenance ofrecords that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions ofthe assets ofthe company; (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation offinancial statements in accordance with generally accepted accounting principles, and that receipts and expenditures ofthe company are being
made only in accordance with authorizations ofmanagement and directors ofthe company; and (3) provide reasonable assurance regarding prevention or
timely detection ofunauthorized acquisition, use, or disposition ofthe company's assets that could have a material effect on the financial statements.

Because ofits inherent limitations, intemal control over financial reporting may not prevent or detect misstatements. AIso, projections ofany evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because ofchanges in conditions, orthat the degree ofcompliance
with the policies orprocedures may deteriorate.

/s/ DELOITTE & TOUCHE LLP
Columbus. Ohio
Februarv 20.2019
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20t6

Operating Revenues

Customer revenues

Other revenues

4,991.1 $

123.4

4,730.2 $

144.4

4lq?5
100.0

Total Operating Revenues

Operating Expenses

Cost ofsales (excluding depreciation and amortization)

Operation and maintenance

Depreciation and amortizati on

Loss (Gain) on sale ofassets and impairments, net

Other taxes

s,l14.5

1,761.3

2,352.9

599.6

1.2

274.8

4,874.6

1,5 I 8.7

1,601.7

5 70.3

5.5

257.2

4,492.5

1,390.2

|,445 .8

54't.1

(1.0)

244.3

Total Operating Expenses 4,989.8 3,9s3.4 3,626.4

Operating Income t24.7 92t.2 866. I

Other Income @eductions)
Interest expense, net

Other, net

Loss on carly cxtinguishment oflongterm debt

(3s3.3)

43.5

(4s.s)

(3 s3.2)

(1 3.s)

(1 l1.s)

(34e.s)

(3.0)

Total Other Deductions. Net (3ss3) (418.2) Qs2.s)
Income (Loss) before Income Taxes

Income Taxes

(230.6)

(180.0)

443.0

3t4.5

513.6

182.1

Net Income (Loss)

Prefened dividends

(s0.6)

(rs.0)
12 8.5 331.5

Net Income (Loss) Available to Common Shareholders (6s.6) t28.5 J-J I .)

Earnings (Loss) Per Share

Basic Eamings (Loss) Per Share

Diluted Eamings (Loss) Per Share

(0.18) $

(0.18) s

0.39 $

0.39 $

1.03

1.02

Basic Average Common Shares Outstanding

Diluted Average Common Shares

356.5

356.5

329.4

330.8

321.8

523.1

The accompanying Notes to Consolidated Financial Statements are an integral part ofthese statements.

48



Table ofcontents

NISoURCE INc.
STATEMENTS OF CONSOLTDATED COMPREIIENSTVE TNCOME (LOSS)

Year Ended December 3 I , (n millions, net of taxes) 2018 2017

Exhibit No.403
Attachment B

Page 49 of 138
Wtness: P.R. Moul

2016

Net Income (Loss) $

Other comprehensive income (loss):

Net unrealized gain (loss) on available-for-sale securities(1)

Net unrealized gain (loss) on cash flow hedges(2)

Unrecognized pension and OPEB benefit (costs){r)

128.5 $ 33r.5

0.8 (0.1)

Q25) 8.6

3.4 15

Total Comprehensive Income $ (34-9) $ 110.2 $ 341.5
(r)Net unrealized gain (loss) on available-for-sale securities, na of $0.6 million tar( bcnefig$0.4 nillion tax expense and$0,1 million bx benefrt in2018, 2017 nd20l6,
respectively.
c)Net unrealized gain (loss) on derivatives qualiling as cosb fow hedgeq net of$7.5 millioD tox expense, $13.9 million tax benefit and $5.6 million tax €xpense in 2018,2017 and
2016, respectively.
o)Unrecognized pension ond OPEB benefit (msls), net of $ l 5 million tax benefit, $2.1 million tax expense and $0.1 million tax expense in 2018, 2017 md 2016, rcspectively.

The accompanying Notes to Consolidated Financial Statements are an integral part ofthese statements.
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December 31, 2018 December3l, 2017

ASSETS

Property, Plant and Equipment

Utility plant

Accumulated deoreciation and amortization

$ 22,780.8 $

Q2s7.e)

21,026.6

(6,953.6)

Net utility plant rs,522.9 14,073.0

Other property, at cost, less accumulated depreciation 286 519.6

Net Property, Plant and Equipment ts,s42.5 14,3 59.5

Investments and Other Assets

Unconsolidated aftiliates

Other investments

2.1

204.0

5.5

204.1

Total Investments and Other Assets 206.1 209 6

Current Assets

Cash and cash equivalents

Restricted cash

Accounts receivable (lessresewe of $21.1 and $18.3, respectively)

Gas inventory

Materials and supplies. at average cost

Elcctric production fuel, at averagc cost

Exchange gas receivable

Regulatory assets

Prepayments and other

112.8

8.3

1,058.5

286.8

101.0

34.7

88.4

235.4

129.5

290
9.4

898.9

285.1

1 05.9

80.1

45.8

17 6.3

132.8

Total Current Assets 2,055.4 1,763.3

Other Assets

Regulatory assets

Goodwill

Intangible assets, net

Defened charges and other

2,002.1

1,690.7

220.7

86.5

t,624.9

| ,690.7

231.7

82.0

Total OtherAssets 4,000.0 3,629.3

Total Assets 21,804.0 $ 19,961 .1

The accompanying Notes to Consolidated Financial Statements are an integral part ofthese statements.
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NISOI,'RCEINC.
CONSOLIDATED BALANCE SHEETS

(in millions, share amounts)

CAPITALIZATION AND LIABILITIES
Capitalization

Stockholden' Equity

Common stock - $0.0 I par value, 400,000,000 shares authorize d; 37 2,363,65 6 and 3 3 7,01 5,8 06 shares
outstandi ng, respectively

Preferred stock - $0,01 parvalue,20,000,000 shares authorized; 420,000 shares outstanding

Treasury stock

Additional paid-in capital

Retained deficit

Accumulated other comprehensive loss

December 31. 2018 December3l. 2017

".:.. 
..', t 

. ,:':!, .{'i:::Jii,

3.8 $

880.0

(ee.e)

6,403.5

(lJee.3)
(37.2\

34

(e5.e)

5 5?q I

(l,073 1)

(43.4)

Total Stockholders' Equity

Long-term debt, excluding amounts due within one year

5,750.9

7,105.4

41tnl
7,512.2

Total Caoi

Current Liabilities
Current portion oflong-term debt

Short-term bonowings

Accounts payable

Customer deposits and credits

Taxes accrued

lnterest accrued

Risk management liabilities

Exchange gas payable

Regulatory liabilities

Legal and environmental

Accrued compensation and employee benefits

Claims accrued

Other accruals

12,8563

50.0

1,977,2

883.8

238.9

)t) 1

90.7

5.0

85.5

140.9

18.9

149.7

t14.7

58.8

284.3

120s.7

oz ).o

262.6

208. I

r12.3

1J -Z

59.6

5 8.7

) z.l

195.4

12.5

7 8.3

Total Current Liabilities 4,036.8 117R4

Other Liabilities
Risk management li abilities 46.7

rJ30.5
tl.2
84,4

389.1

2,519.1

352.0

177.9

28.5

t,292.9

12.4

80.1

337.r

2,736.9

268.7

194.4

Defened income taxes

Defened investment tax credits

Accmed insurance liabilities

Accrued liability for postretirement and postemployment benefits

Regulatory liabilities

Asset retirement obligations

Other noncurrent Iiabi lities

!::.

Total Other Liabilities 4,910.9 4,951.0

Commitmenb and Contingencies (Reler to Note 18, "Other Commitments and Contingencies")

Total Capitalization and Liabilities $ 21,804.0 $ 19,961.7

The accompanying Notes to Consolidated Financial Statements are an integral part ofthese statements.
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20t6

Operating Activities

Net Income (Loss)

Adjustments to Rcconcile Net Income (Loss) to Net Cash from Operating Actvitics:

Loss on early extinguishment of debt

Depreciatjon and amortization

Deferred income taxes and investmeot tax credits

StOck compensation expenre and 40 I (k) pro{it sharing contributian

Amortization of discount/premium on debt

AFLTDC equity

Otber adjustments

Changes in Assels and Liabilities:

Accounts receivable

Inventories

Accounts payable

Customer deposiL! and credits

Taxes accrued

Itrterest accrucd

Exchange gas receivable/payable

Other accruals

Prepayments ud other current assets

Regulatory assctVliabil itics

Posfetirement and postemployment benefi ts

Deferred chrges and other noncurent asscts

Other noncurrent liabilities

(s0.6) $

45.5

599.6

(r 8E.2)

28.6

/.f,

(r4.2)

1.7

( l 86.2)

41.4

26E.4

(2s.4)

20.2

(2r.7)

(2 l .s)

43.5

(l 4.s)

(s3.2)

58.2

3.8

(2.8)

1285 S

lll.s
570.3

306.7

40.1

7.4

( r 2.6)

66

(52.3)

l9 0

49.0

(2.s)

t02
(33.e)

(64 s)

3r,8

(13 3)

f /.)

(380 e)

(2.0)

(34 4)

331.5

547.1

182 3

46.5

7.6

(11 6)

(1 2\

(1 88,0)

38 9

t08 8

(s2 3)

t2 l

(8.7)

369

(6.0)

(0 4)

(l 8?.9)

(44 8)

(l 2)

(0.3 )

Net Cash Flous from Operating Activities 540,1 742.2 803.3

lnvesting ActiYities

Capital expenditures

Cost of r€moval

Purchroes of available-for-sle securities

Sales of available-for-sle securities

Other inv estin g activities

(1,8rr.2)

(104.3)

(e0.0)

82.3

4.1

(l,695.8)

(r09 0)

(r 68.4)

t63 I

1.6

(r,47s.2)

(l l0.l)
(38.3)

33.0

(12.4)

Net Cash Flows usd for Investinq Activities (r,926.r) ( l,808.5) (l,603.0)

Finsncing Activities

Issumce of long-term debt

Repayments of long-term debt and capital leaw obligations

Premiums and otber debt related costs

Issuance of short-term debt (maturity > 90 days)

Change in short-tem bonowings, net (maturity S 90 days)

lssuance of common stock, net of issuace costs

Issuance of preferred stock, n€t of issuance costs

Acquisition of treasury stocL

Dividends paid - common stock

Dividends paid - prefeffed stock

350.0

(r,046.1)

(46.0)

950.0

(l 78.5)

E48.2

880.0

(4.0)

(213.3)

(11.6)

3,250.0

(1,85s 0)

(144 3)

(282 4)

336.7

(7 .2\

(229 t)

500.0

(434.6)

(3.7)

920.6

23.1

(e.4)

(205 5)

Net Cash Flows fron Financing Activities 1,46E.7 I,068.7 790 5

Change in cash, cash equivalents ild restricted cash

Cash, cash equivaleDts and restricted cash at beginning of period

82,7

3E.4

2.4

36.0

(e.2)

45.2

Cash, Cash Equivalents and Restricted Cash at End of Period

52

tzt.l 38.4 $ 360

The accompmying Notes to Conslidaled Finucial Statements ile an integral part of thes statements.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMEMARY DATA (continued)

NISOURCE INC.
STATEMENTS OF CONSOLIDATED STOCKHOLDERS' EQUTTY

(in nillions)
Common

Stock
Treasury

Stock

Additional
Paid-In
Capitrl

Accumuleted
Other

Comprehensive
Retritred Delicit Loss Total

Balance as of Januarv l. 2016 3.2 $ (7e.3\ $ s,076.0 $ (1,123.3) $ (3s.1) $ 3,843.5

Comprehensive Income:

Net [nco]ne

Other comprchensive incomc, nct of tax

Common stock dividends ($0 64 per slrare)

Trcasury stock acquired

Cumulative effect ofchange in accounting principleir)

Stock issuances:

Common stock

Employee stock purchase plan

Long-tem incentive plan

40 | (k) and profit sharing

Divideod reinvestment plan

0_l

(e.4)

3 31.5

(205.7 )

25.3

l0 0

3315

t0 0

(205 7)

(e 4)

253

0.1

4.'7

20.9

41 4

8.9

4.1

20.9

41.4

8.9

Balance as of December 31. 2016 (EE.7) $ s,ts3.9 3 (e72.21 $ (25.r) S 4,07r.2

Comprehensive Loss:

Net Income

Other conprehensive loss, net of ta
Common stock dividends ($0 70 pcr share)

Treasury stock acquired

Stock issuances:

Enployee stock purchase plan

Long-tcrm incentive plan

401(k) and profit sharing

Dividend reiovesnrent plan

ATM Program

(7 .2)

01

5-0

t49

64

314 6

12 8.5

(229 4)

(18.3)

128 5

(r8 3)

(229 4)

(7 2)

5.0

149

64

Jt4',1

Balance as ofDrcember 31.2017 r.4 s (95.9) $ 5,529.r (r,073,1) $ (43.4) $ 4,32O.1
(llSee Note 2, Rsent Accounting honounemmts," for additional information-

The accompmying Notes io Consolidated Finmcial Statements are an integml part of these statements.
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Accumulrted
Retained Other
Delicit Comprebensive Loss Total(in millions)

Common
Stock

Preferred
Stock

Treasury
Stock

Additional
Paid-In
Capital

Balance as of December 31. 201 7 34 (es.e) $ 5,529.1 $ (1,073.1) $ (43.4) $ 4,320.1

Comprehensive lncome:

Net Loss

Other comprehensivc incomc, nct of tax

Dividen ds:

Common stock ($0 78 pcr slrare)

Preferred stock ($28 88 per share)

Trcasury stock acquired

Cumulative effect ofchange in accounting prirciple(r)

Stock issuanccs:

Common stock - private placement

Preferred stock

Employce stock purchasc plan

Long-term incentive plan

401(k) and profit sharing

ATM program

0.1

0.1

880 0

599.3

).)
154

21 8

232 4

(4.0)

(s0 6)

(273 s)

(l 1.6)

9.5

t57

(e 5)

(50.6)

t57

(21 3 s)

( l 1.6)

(4 0)

s99 6

880 0

5.5

r5 4

218

232 5

Balance as ofDccember 31,2018 1.8 $ 8E0.0 (e9.9) $ 6,403.5 $ (1,399.3) $ (37.2) $ s,7so.9
(r)See Note 2, "Recent Accounting Pronouncements," for additional information.
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Comn
Sbrres Shares Trersury Outstending

Balance rs ofJanuary l,2016 322,r81 (3,07r) 319,1 I o

Treasury stock acquired

lssued:

Employee stock purchase plm

Long-t€rm incentive plan

401(k) and profit shding plu
Dividend reinvestrnent plan

(433)

201

2,t03

I ?Ol

386

(433)

201

2,103

|,793

386

Balshce rs of Decembef 31. 2016 326,664 (3,s04) 323,1 60

Treasury stock acquired

Issued:

Employee stock purchase plan

Long-t€rm incentive plan

401(k) and profit shuing plm

Dividend reinvesfrnent plan

ATM Program

207

35 I

l,396

264

il,931

(2e3) (2e3t

207

35t

I,396

264

I 1,93 |

Bolame rs ofDecenber 31. 2017 340,8 l3 (3,797) 337,0r6

Treasury stock acquired

Issued:

Common stock - privale placemen(l)

Preferred stock(r)

Employee stock purchase plan

Long-term incentive platr

40 I (k) and profit sharing plan

ATM program

420

(166) (166)

24,964

223

561

882

8,8E3

24.964

223

lo t

882

8.883

Bolance rs ofDecember 31,2018 420 376,326 (3,e63) t72,363
(r)See Note 12, "Equity," for additional infomation.

Accompanying Notes to Consolidated Finmcial Statements ile m integral part of these statements.
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1. Nature ofOperations and Summary ofSignificantAccounting Policies

A. Company Structure and Principles of Consolidation, We are an energy holding company incorporated in Delaware and headquartered in Merrillville,
lndiana. Our subsidiaries are fully regulated natural gas and electric utility companies serving approximately 4.0 million customers in seven states. We
generate substantially all ofour operating income through these rate-regulated businesses. The consolidated financial statements include the accounts ofus
and our majority-owned subsidiaries after the elimination ofall intercompany accounts and transactions.

B. Use of Estimates. The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that
affect the repofted amounts ofassets and liabilities and disclosure ofcontingent assets and liabilities at the date ofthe financial statements, and the reported
amounts ofrevenues and expenses during the reporting period. Actual results could differ from those estimates.

C. Cash, Cash Equivalents and Restricted Cash. We consider all highly liquid investments with original maturities of three months or less to be cash

equivalents. We report amounts deposited in brokerage accounts formargin requirements as restricted cash. In addition, we have amounts deposited in trust
to satisS requirements for the provision of various property, liability, workers compensation, and long-term disability insurance, which is classified as

restricted cash on the Consolidated Balance Sbeets and disclosed with cash and cash equivalents on the Statements ofConsolidated Cash Flows.

D. Accounts Receivable and Unbilled Revenue. Accounts receivable on the Consolidated Balance Sheets includes both billed and unbilled amounts.
Unbilled amounts ofaccounts receivable relate to a portion ofa customer's consumption ofgas or electricity from the date ofthe last cycle billing date
through the last day ofthe month (balance sheet date). Factors taken into consideration when estimating unbilled revenue include historical usage, customer
rates and weather. Accounts receivable fluctuates from year to year depending in large part on weather impacts and price volatility. Our accounts rcceivable
on the Consolidated Balance Sheets include unbilled revenue. less resewes. in the amounts of$324.2 million and $359.4 million as ofDecember 31. 2018
and2017, respectively. The reserve for uncollectible receivables is ourbest estimate ofthe amount ofprobable credit losses in the existing accounts
receivable. We determined tbe reserve based on historical experience and in consideration of current market conditions. Account balances are charged
against the allowance when it is anticipated the receivable will not be recovered. Refer to Note 3, "Revenue Recognition," for additional information on
customer-related accounts receivable.

E. Investments in Debt Securities. Our investments in debt securities are carried at fair value and are designated as available-for-sale. These investments
are included within "Other investments" on the Consolidated Balance Sheets. Unrealized gains and losses, net of deferred income taxes, are recorded to
accumulated other comprehensive income or loss. These investments are monitored for other than temporary declines in market value. Realized gains and

losses and permanent impairments are reflected in the Statements of Consolidated lncome (Loss). No material impairment charges were recorded for the years

ended December3L,2018,2017 or20l6. Referto Note 16, "FairValue," foradditional information.

F. Basis ofAccounting for Rate-Regulated Subsidiaries. Rate-regulated subsidiaries account for and report assets and liabilities consistent with the
economic effect ofthe way in whicb regulaton establish rates, ifthe rates established are designed to recover the costs ofproviding the regulated service and
it is probable that such rates can be charged and collected. Certain expenses and credits subject to uti lity regulation or rate determination normally reflected
in income are deferred on the Consolidated Balance Sheets and are later recognized in income as the related amoutrts are included in customer rates and

recovered fiom or refunded to customers.

In the event that regulation significantly changes the opportunity for us to recover our costs in the future, all or a portion ofour regulated operations may no
longer meet the criteria for regulatory accounting. In such an event, a write{own ofall or a portion ofour existing regulatory assets and liabilities could
result. Iftransition cost recovery was approved by the appropriate regulatory bodies that would meet the requirements under GAAP for continued accounting
as regulatory assets and liabilities during such recovery period, the regulatory assets and liabilities would be reported at the recovemble amounts. Ifunable to
continue to apply the provisions ofregulatory accounting, we would be required to apply the provisions ofASC 980-20, Disconlinuation ofRate-Regulated
Accounting. In management's opinion, our regulated subsidiaries will be subject to regulatory accounting for the foreseeable future. Refer to Note 8,
"Regulatory Matters," for additional information-

G. Plant and Other Property and Related Depreciation and Maintenance. Property, plant and equipment (principally utility plant) is stated at cost.
The rate-regulated subsidiaries record depreciation using composite rates on a straight-line basis overthe remaining service lives ofthe electric, gas and
common properties as approved by the appropriate regulators.

56



Table ofContents
NISOURCE INC.
Notes to Consolidated Financial Statements

Exhibit No. 403
Attachment B

Page 57 of 1 38
VMtness: P.R. Moul

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

Non-utility property is generally depreciated on a straightJine basis over the life ofthe associated asset. Refer to Note 5, "Property, Plant and Equipment," for
additional information related to depreciation expense.

For rate-regulated companies, AIUDC is capitalized on all classes ofproperty except organization costs, land, autos, offrce equipment, tools and other
general property purchases. The allowance is applied to construction costs for that period oftime between the date ofthe expenditure and the date on which
such project is placed in service. Ourpre-tax rate foTAIUDC was 3.5% in2018,4.0%in2017 and 45%in2016.

Generally, our subsidiaries follow the practice ofcharging maintenance and repairs, including the cost ofremoval ofminor items ofproperty, to expense as

incurred. When our subsidiaries retire regulated property, plant and equipment, original cost plus the cost of retirement, less salvage value, is charged to
accumulated depreciation. However, when it becomes probable a regulated asset will be retired substantially in advance ofits original expected useful life or
is abandoned, the cost ofthe asset and the conesponding accumulated depreciation is recognized as a separate asset. Ifthe asset is still in operation, the net
amount is classified as "Other property, at cost, less accumulated depreciation" on the Consolidated Balance Sheets. Ifthe asset is no longer operating, the net
amount is classified in "Regulatory assets" on tlre Consolidated Balance Sheets. Ifwe are able to recover a full retum ofand on investment, the carrying value
ofthe asset is based on historical cost. Ifwe are not able to recover a full retum on investment, a loss on impairment is recognized to the extent tbe net book
value ofthe asset exceeds the present value offuture revenues discounted at the incremental borrowing rate.

When our subsidiaries sell entire regulated operating units, or retire or sell nonregulated properties, the original cost and accumulated depreciation and
amortization balances are removed from "Property, Plant and Equipment" on the Consolidated Balance Sheets. Any gain or loss is recorded in eamings,
unless otherudse required by the applicable regulatory body. Refer to Note 5, "Property, Plant and Equipment," for further information.

Extemal and intemal costs associated with computer software developed for intemal use are capitalized. Capitalization of such costs commences upon the
completion of the preliminary stage of each project. Once the installed software is ready for its intended use, such capitalized costs are amortized on a
straightJine basis generally over a period offive years, except for certain significant enterprise-wide technology investments which are amortized over a ten-
year period.

Extemal and intemal up-front implementation costs associated with cloud computing arrangements that are service contracts are deferred on the
Consolidated Balance Sheets. Once the installed software is ready for its intended use, such defened costs are amortized on a straightJine basis to "Operation
and maintenance," over the minimum term of the contract plus contractually-provided renewal periods that are rcasonable expected to be exercised -
generally up to a maximum of five years.

H. Goodwill and Other Intangible Asseb, Substantially all ofour goodwill relates to the excess ofcost over the fair value ofthe net assets acquired in
the Columbia acquisition on November 1,2000. We test our goodwill for impairment annually as of May l, or more frequently if events and circumstances
indicate that goodwill might be impaired. Fair value of our reporting units is determined using a combination of income and market approaches.

We have other intangible assets consisting primarily offianchise rights apart from goodwill that were identified as paft ofthe purchase price allocations
associated with the acquisition ofColumbia ofMassachusetts which is being amortized on a straight-line basis over forty yean from the date ofacquisition.
See Note 6, "Goodwill and Other Lrtangible Assets," for additional information.

I. Accounts Receivable Ttansfer Program. Certain ofour subsidiaries have agreements with third parties to transfer certain accounts receivable
without recoune. These transfers of accounts receivable are accounted for as secured borrowings. The entire gross receivables balance remains on the
December31,2018 and2011 Consolidated Balance Sheets and short-term debt isrecorded in the amount ofproceeds received fromthe transferees involved
in the transactions. Refer to Note 1 7, "Transfers ofFinancial Assets," for further information.

J. Gas Cost and Fuel Adjustment Clause. Our regulated subsidiaries defer most differences between gas and fuel purchase costs and the recovery of
such costs in revenues, and adjust future billings for such deferrals on a basis consistent with applicable state-approved tariffprovisions. These deferred
balances are recorded as "Regulatory assets" or "Regulatory liabilities," as appropriate, on the Consolidated Balance Sbeets. Refer to Note 8, "Regulatory
Matten," for additional information.

K Inventory. Both the LIFO inventory methodology and the weighted average cost methodology are used to value natural gas in storage, as approved
by regulators forall of ourregulated subsidiaries. Inventory valued using LIFOwas$47.5 million and$45.5 million atDecember3l,2018 and2017,
respectively. Based on the average cost ofgas using tbe LIFO method, the estimated
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replacementcostofgasinstoragewaslessthanthestatedLIFOcostby$l2.2millionand$l7.4millionatDecember31,20l8 and20lT,respectively.Gas
inventory valued using the weighted average cost methodology was $239.3 million at December 3 1,201 8 and $239.6 million at December3l,2017.

Electric production fuel is valued using the weighted average cost inventory methodology, as approved by NIPSCO's regulator.

Materials and supplies are valued using the weighted average cost inventory methodology.

L. Accounting for Exchange and Balancing Arrangements of Natural Gas. Our Gas Distribution Operations segment enters into balancing and
exchange arrangements ofnatural gas as part ofits operations and off-system sales programs. We record a receivable or payable for any ofour respective
cumulative gas imbalances, as well as for any gas inventory borrowed or lent under a Gas Distribution Operations exchange agreement. Exchange gas is

valued based on individual regulatory jurisdiction requirements (for example, historical spot rate, spot at the beginning ofthe month). These receivables and
payables are recorded as "Exchange gas receivable" or "Exchange gas payable" on our Consolidated Balance Sheets, as apprcpriate.

M. Accounting for Risk ManagementActivities. We account for our derivatives and hedging activities in accordance with ASC 815. We recognize all
derivatives as either assets or liabilities on the Consolidated Balance Sheets at fair value, unless such contracts are exempted as a normal purchase normal
sale under the provisions ofthe standard. The accounting for changes in the fair value ofa derivative depends on the intended use ofthe derivative and
resulting designation.

We have elected not to net fair value amounts for any of our derivative instruments or the fair value amounts recognized for the right to receive cash

collateral or obligation to pay cash collateral arising from those derivative instruments recognized at fair value, which are executed with the same

counterpafiy under a master netting afiangement. See Note 9, "Risk Management Activities," for additional information.

N, Income Taxes and Investment Tax Credits. We record income taxes to recognize full interperiod tax allocations. Underthe asset and liability
method, defened income taxes are provided forthe tax consequences oftemporary differences by applying enacted statutory tax rates applicable to future
years to differences between the financial statement carrying amount and the tax basis ofexisting assets and liabilities. Previously recorded investment tax
credits ofthe regulated subsidiaries were deferred on the balance sheet and are being amortized to book income over the regulatory life ofthe related
properties to conform to regulatory policy.

To the extent certain defered income taxes ofthe regulated companies are recoverable orpayable through future rates, regulatory assets and liabilities have
been established. Regulatory assets for income taxes are primarily attributable to property-related tax timing differences for which deferred taxes had not
been provided in the past, when regulators did not recognize such taxes as costs in the rate-making process. Regulatory liabilities for income taxes are
primarily attributable to the regulated companies'obligation to refund to ratepayers deferred income taxes provided at rates higher than the current Federal
income tax rate. Such property-related amounts are credited to ratepayers using either the average rate assumption method or the revene South Georgia
method. Non property-related amounts are credited to ratepayers consistent with state utility commission direction.

Pursuant to the Intemal Revenue Code and relevant state taxing authorities, we and our subsidiaries file consolidated income tax retums for federal and

certain state jurisdictions. We and our subsidiaries are parties to an agreement (the "Intercompany lncome Tax Allocation Agreement") that provides for the
allocation ofconsolidated tax liabilities. The lntercompany Income TaxAllocationAgreement generally provides that each party is allocated an amount of
tax similar to that which would be owed had the party been separately subject to tax.

O. Environmental Expenditures. We accrue for costs associated with environmental remediation obligations when the incurrence ofsuch costs is
probable and the amounts can be reasonably estimated, regardless of when tlre expenditures are actually made. The undiscounted estimated future
expenditures are based on currently enacted laws and regulations, existing technology and estimated site-specific costs where assumptions may be made
about the nature and extent ofsite contamination, the extent ofcleanup efforts, costs ofaltemative cleanup methods and other variables. The liability is
adjusted as further information is discovered or circumstances change. The accruals for estimated environmental expenditures are recorded on the
Consolidated Balance Sheets in "Legal and environmental" for short-term portions ofthese liabilities and "Other noncurent liabilities" for the respective
long-termportions ofthese liabilities. Rate-regulated subsidiaries applying regulatory accounting establish regulatory assets on the Consolidated Balance
Sheets to the extent that future recovery of environmental remediation costs is probable through the regulatory process. Refer to Note 18, "Other
Commitments and Contingencies," for further information
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ITEM 8. FINANCIAL STATEMENTS AND SI-IPPLEMENTARY DATA (continued)

P. Excise Taxes, We account for excise taxes that are customer liabilities by separately stating on our invoices the tax to our customers and recording
amounts invoiced as liabilities payable to the applicable taxing jurisdiction. Such balances are presented within "Other accruals" on the Consolidated
Balance Sheets These types oftaxes collected from customen, comprised largely ofsales taxes, are presented on a net basis alfecting neitherrevenues nor
cost ofsales. We account for excise taxes forwhich we are liable by recording a liability forthe expected tax with a corresponding charge to "Othertaxes"
expense on the Statements ofConsolidated Income (Loss).

a. Accrued Insurance Liabilities. We accrue for insurance costs related to workers compensation, automobile, property, general and employment
practices liabilities based on the most probable value ofeach claim. In general, claim values are determined by professional, licensed loss adjusters who
considerthe facts ofthe claim, anticipated indemnification and legal expenses, and respective state rules. Claims are reviewed by us at least quarterly and an
adjustment is made to the accrual based on the most current information. Refer to Note 18-E "Other Matters" for further information on accrued insurance
liabilities related to the Greater Lawrence Incident

2. RecentAccountingPronouncements

Recently Issued Accounting Pronouncements

We are currently evaluating the impact ofcertain ASUs on our Consolidated Financial Statements orNotes to Consolidated Financial Statements, which are

described below:

Standard

Efect on the financial statements orother
sisnificant mattersDescription Effective Date

ASU2018-14, Thepronouncementmodifiesthedisclosure Annualperiodsendingafter Wearecurrentlyevaluatingtheeflectsofthis
Compensation-Retirenrcnt requirementsfordefinedbenefitpensionand Decemberl5,2020.Early pronouncementonourNotestoConsolidated
Benefits-Defined Benefit other postretirement benefit plans. The adoption is permitted, Financial Statements. We tentatively expect to
Plans-General (Subtopic guidance removcs disclosuros that are no adopt this ASU on its cffective date.

7 ) 5-20): Disclosure longer considered cost beneficial, clarifies the
Framework-Cltanges to the specific requirements of disclosures and adds
Disclosure Reqttiremenlsfor disclosure requirements identified as relevant.
Defined Benelit Plans The modifications aflect annual period

disclosures and must be applied on a
retrospective basis to all periods presented.

ASU20I6-13,F nancial
In stra ments-Cre di t Lo ss e s

Sopic 326)

The pronouncement changes the impairment
model for most financial assets, replacing the
current "incuned loss" model. ASU2016-13
will require the use ofan "expected loss"
model for instruments measured at amortized
cost. It will also require entities to record
allowances for available-for-sale debt
securities rather than impair the carrying
amount of the securities. Subsequent
improvements to the estimated credit losses of
available-for-sale securities will be
recognized immediately in eamings instead of
over time as they are under historic guidance.

Annual periods beginning
afterDecember 15.2019.
including interim periods
therein. Early adoption is
permitted for annual or
interim periods beginning
afterDecember 15,2018.

We maintain investments in U.S. Treasury,
corporate and mortgage-backed debt securities,
which are pledged as collateral for trust accounts
related to our wholly+wned insurance company.
These debt securities are classified as available
for sale. We also have recorded balances for trade
receivables that fall within the scope ofthe
standard. We are currently evaluating the impact
ofadoption, ifany, on our Consolidated
Financial Statements and Notes to Consolidated
Financial Statements.
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Recently Adopted Acco unting Prono uncements

Standard Adoption

ASU 20 1 8-l 5, Intan gibles-
Goodv'ill and Other-
Internal-Use Software
(Subtopic 3 50-40):
Cu slo nrcr's Accoun ti n g fo r
Inrplementation Costs
lncurred in a Cloud
C o ntpu t i n g Arrn n gcncn t Th at
Is a Service Contract

ln August 201 8, the FASB issued this ASU, wlrich amends current guidance to align the accounting for costs incurred in a

hosting arrangement that is a service contract with tbe requirements for capitalizing costs associated with developing or
obtaining intemal-use software.

We elccted to early adopt the ASU on a prospective basis, effective October 1,2018.As a result of adopting this ASU, we
will defer onto the Consolidated Balance Sheets up-front implementation costs of cloud computing arrangements if tlrey
would have been capitalized in a similar on-premise software solution.

ASU 2018-02, Inconte
Stalenrcnt-Reportin g
Co nrpre h e n sive In co me (Top ic
2 2 0) : Reclassifi catiott of
C e rt ain Tax Effe c ts fro nr

Accuntulated Otlrer
Conrprehensive Income

We adopted this ASU effective March 31, 2018. Upon adoption, $9.5 million of tax effects that were stranded in
accumulated other comprehensive income (loss) as a result of the implementation of the TCJAwere reclassified to retained
deficit. This change is reflected on our Statements ofConsolidatcd Stockholders'Equity

ASU 2016-1 5,,ttatement of
Cash Flows Sopic 230):
ClassiJicatio n of Cert ain
Cash Receipts and Caslt
Pa1,72s111t (a consensus of the
Emerging Issues Task Force)

ASU 20 I 8-l 1 , Leases (Topic We adopted tlre provi sion s of ASC 842 beginning on January | , 2019, using th e transition method provi ded in ASU 201 8-
842): Targeted Improvements I 1, which was applied to all existing leases at that date. As such, results for reporting periods beginning after January l,

prior period amounts will continue to be reported in accordance with ASC
C 842,we elected a number ofpractjcal expedients, including the "practical
-65-l and tbe provisions ofASU 2018-01, which allows us to not evaluate
ected the short-term lease recognition exemption for all leases that qualiry. As
onths, we will not recognize ROU assets or lease liabilities. Further, ASC 842

ounting policy, by class ofunderlying asset, in which the lessee may choose

vehicres and raircars. we arso erected to,,," up3'.ti"lilp":;::LIilfi:'$,iT:lJ:"ii"rffi:rt"rf ii:3ilH'i?i:iliffi:
when evaluating leases that existed at the implementation date.

We are the lessee for substantially all ofour cunent leasing activity. Upon adopting ASC 842 we began recognizing right-
of-use assets and liabilities associated with operating leases (other than slrort term operating leases) on our Consolidated
Balance Sheets resulting in an increase in assets and liabilities ofapproximately $60 million. The adoption ofASC 842 did
not have a material impact to our results of operations or cash flows. We have implemented key system functionality and
intemal controls to facilitate the preparation offinancial information upon adoption. Our SEC filings will include expanded
disclosures to comply with the provisions ofASC 842 beginning with our quarterly report on Form 10-Q for the first quarter
of20 1 9.

We adopted this ASU eflective January 1,2018. The adoption of th.is standard did not have a material impact on our
Consolidated Financial Statements orNotes to Consolidated Financial Statements.
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Standard Adoption

ASU 20 l6-1 2, Revenuefrom
Con t racts w ith Customers
(Topic 606): Narrow-Scope
Improvements and Pract i cal
Exoedients

See Note 3, "Revenue Recognition," for our discussion ofthe effects ofimplementing these standards.

ASU 20 I 6-08, Revenuefrom
C ontracts w itlt Custonrcrs
(Topic 606): Principal versus
Agent Considerations

ASU 20 I 449, R evenue from
Contracts with Cuslo mers

Qopic 606)

We also adopted ASU 201 7-07, Co ntpensalion - Relirenrent Benefits (Topic 7 I 5): Improving the Presentation of Net Periodic Pension Cosl an d Net Periodic
Postretiremenl Benefit Cost, effective January I , 20 1 8. We continue to present the service cost component ofnet periodic benefit cost within "Operation and
maintenance;" howeve4 other components of the net periodic benefit cost (including regulatory deferrals and settlement clrarges) are now presented
separately within "Other, net" on our Statements ofConsolidated Income (Loss).

Changes in income statement presentation were implemented on a retrospective basis. The impact of this ASU on previously issued annual financial
statements is summarized in the tables below:

Year Ended December 31,2016 (in millions)
As Previously

Reported EffectofChange(l) As Adjusted

Ooeration and maintenance | ,453.7 $ (7.e) $ t445R

Total Operating Expenses 3,634.3 (7.e) 3,626.4

Operating Income 858.2 7.9 866. l
Other Income @eductions)
Other, net 1.5 (7.e) (6.4)

Total OtberDeductions (348.0) $ (7.e) $ (3ss.e)
t|)Tbeeffectofthischmgeisattributab|9toourbusinesssegments:GasDistibutionoperations,ElectricOperation
million, and $(2.4) million, respectively

Year Ended December 31.2017 (in nrillions)
As Previously

Reported Effect ofChange(r) As Adjusted

Ooeration and maintenance 1,6t2.3 (r0.6) $ I ,601 .7

Total Operating Expenses 3,964.0 (10.6) 3,953.4

Operating Income 9i0.6 10.6 92t.2

Other Income @eductions)
Other, net (2.8) (10.6) (r 3.4)

Total OtherDeductions (467.s\ $ (10.6) $ (478.1)
t|tTheeffectofthischm8eisattibut]ab|etoourbusinessgments:
million, and $(3.6) million, respectively.
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3, Revenue Recognition

ASC 606 Adoption h2014, the FASB issued ASU 201449, Revenue from Contracts with Customers (ASC 606). ASU 2014-09 outlines a single,
comprehensive model for entities to use in accounting for revenue arising from contracts lr,ith customers and supenedes most cunent revenue recognition
guidance. The core principle ofthe new standard is that an entity should recognize revenue to depict the transfer of goods or services to customers in an

amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. In 2016, the FASB issued ASU 2 016-
08, Revenue from Contracts with Customers (ASC 606): Principal venusAgent Considerations, andASU 2016-12, Revenue from Contracts with Customers
(ASC 606): Narrow-Scope Improvements and Practical Expedients. We adopted the provisions ofASC 606 beginning on January 1,2018 using a modified
retrospective method, whiclr was applied to all contracts. No matedal adjustments were made to January I , 201 8 opening balances as a result of the adoption
As required under the modified retrospective method ofadoption, results for reporting periods beginning after January 1 , 20 1 8 are presented underASC 606,
while prior period amounts are not adjusted and continue to be reported in accordance with ASC 605.

The table below provldes results for the year ended December 3 1 , 201 8 as if it had been prepared under historic accounting guidance. We included operating
revenue information forthe yean ended Decembet3l,2017 and,2O16 forcomparability.

Year Ended December 3 l, (in millions) 2018 20t7 2016

Operating Revenues

Gas Distribution

Gas Transportation

Electric

Other

2,348.4 $

1,055.2

1,701.4

3.5

2,063.2 $

1,021.5

1,785.5

I Rsn q

964.6

1,660.8

16.2

Total Operating Revenues 5,114.5 $ 4,874.6 S 44q)S

Beginning in20l8 with the adoption of ASC 606, the Statements of Consolidated Income (Loss) disaggregates "Customer revenues" (i.e. ASC 606
Revenues) from "Other revenues," both ofwhich are discussed in more detail below.

Customer Revenues. Substantially all of our revenues are tariff-based, which we have concluded is within the scope ofASC 606. Under ASC 606, the
recipients ofour utility service meet the definition ofa customer, while the operating company tariffs represent an agreement that meets the definition ofa
contract. ASC 606 defines a contract as an agreement between two or more parties, in this case us and the customet which creates enforceable rights and
obligations. In orderto be considered a contract, we have determined that it is probable that substantially all ofthe consideration to which we are entitled
from customers will be collected upon satisfaction of performance obligations. We maintain common utility credit risk mitigation practices, including
requiring deposits and actively pursuing collection ofpast due amounts. In addition, our regulated operations utilize certain regulatory mechanisms that
facilitate recovery ofbad debt costs within tariflbased rates, which provides further evidence ofcollectibility.

Customers in certain of our jurisdictions participate in programs that allow for a fixed payment each month regardless of usage. Payments received that
exceed the value ofgas or electricity actually delivered are recorded as a liability and presented in "Customer Deposits and Credits." Amounts in this account
are reduced and revenue is recorded when customer usage begins to exceed payments received.

We have identified our performance obligations created under tariFbased sales as 1) the commodity (natural gas or electricity, which includes generation
and capacity) and 2) delivery. These commodities are sold and / or delivered to and generally consumed by customers simultaneously, leading to satisfaction
ofour performance obligations over time as gas or electricity is delivered to customers. Due to the at-will nature ofutility customers, performance obligations
are limited to the services requested and received to date. Once complete, we generally maintain no additional performance obligations.

Transaction prices for each performance obligation are generally prescribed by each operating company's respective tariff Rates include provisions to adjust
billings for fluctuations in fuel and purchased power costs and cost ofnatural gas. Revenues are adjusted for differences between actual costs subject to
reconciliation and the amounts billed in current rates. Under or over recovered revenues related to tlrese cost recovery mechanisms are included in regulatory
assets or liabilities on the Consolidated Balance Sheets and are recovered from or retumed to customers thrcugh adjustments to tariffrates. As we provide and
deliver sewice to customers, rcvenue is recognized based on the transaction price allocated to each performance obligation. In general,
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revcllue recognized from tariff-based sales is equivalent to the value ofnatural gas or electricity supplied and billed each period, in addition to an estimate
for deliveries completed during the period but not yet billed to the customer.

In addition to tariflbased sales, ourGas Distribution Operations segment enters into balancing and exchange arrangements ofnatural gas as part ofour
operations and oFsystem sales programs. We have concluded that these sales are within the scope ofASC 606. Performance obligations for these types of
sales include transportation and storage ofnatural gas and can be satisfied at a point in time or over a period oftime, depending on the specific transaction.
For those transactions that span a period of time, we record a receivable or payable for any cumulative gas imbalances, as well as for any gas inventory
bonowed or lent under a Gas Distributions Operations exchange agreement.

Reverute Disaggregalion and Reconciliation We disaggregate revenue from contncts with customers based upon reportable segment as well as by customer
class. As our revenues are primarily eamed over a period oftime, and we do not eam a material amount ofrevenues at a point in time, revenues are not
disaggregated as such below. The Gas Distribution Operat'ions segment provides natural gas service and transportation for residential, commercial and
industrial customem in Ohio, Pennsylvania, Mrginia, Kentucky, Maryland, lndiana and Massachusetts. The Electric Operations segment provides electric
service in 20 counties in the northem Dart oflndiana.

The table below reconciles revenue disaggregation by customer class to segment revenue as well as to revenues reflected on the Statements ofConsolidated
Income (Loss):

Year Ended December 3 1, 2018 (itr millions)
Gas Distribution

Operations Electric Operations Corporate and Other Total

Customer Revenues(l)

Residential

Commercial

Industrial

OFsystem

Miscellaneous

s 2,2s0.0 $

7 st.9

228.0

92.4

49.7

494.7 S

492.7

61 3.6

17.4

9, ) 744'l

1,244.6

841.6

92.4

0.7 67.8

Total Customer Revenues

Other Revenues

s 3,3 72.0 $

34.4

1,618 4 $

89.0

0.7 $ 4,99 r.l
123 4

Total Operating Revenues $ 3,406.4 $ |,707 .4 $ 0.7 $ 5,1 14.5
(r) Customer revenue amounts exclude intersegment revenues. See Note 22. "Sesments of Business." fol discussion of intersesment revenues.

Cuslomer Accounts Receivable. Accounts receivable on our Consolidated Balance Sheets includes both billed and unbilled amounts, as well as certain
amounts that are not related to customer revenues. Unbilled amounts ofaccounts receivable relate to a portion ofa customer's consumption ofgas or
electricity from the date ofthe last cycle billing through tbe last day ofthe month (balance sheet date). Factors taken into consideration when estimating
unbilled revenue include historical usage, customer rates and weather. The opening and closing balances of customer receivables for the yean
endedDecember31,2018 and2017 arepresentedinthetablebelow.Wehadnosignificantcontractassetsorliabilitiesduringtheperiod.Additionally,we
have not incurred any significant costs to obtain or fulfill contracts.

(in millions)

Customer Accounts Customer Accoun ts

Receivable, Billed (less Receivable, Unbilled (less

resewe)(l) reserve)(2)

Balance as ofDecember 3 l, 201 7

Balance as of December 3 l, 201 8

$ 477.0 $

540.5

J/6_O

349.1

Increase @ecrease) $ 63.s $ (2e.s)
(r) Customer billed receivables increased over tbe period due to November 20 I 8 being colder than November 20 I 7, leading to more gas usage included in December bills.
(2) Customer unbilled receivables decreued over the oeriod due December 20 I 8 bein s warmer than December 20 I 7. leadin s to less estimated sas usase.
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Utility revenues are billed to customers monthly ou a cycle basis. We generally expect that substantially all customer accounts receivable will be collected
within the month following customer billing, as this revenue consists primarily of monthly, tariff-based billings for sewice and usage.

Other Revenues. As permitted by accounting principles generally accepted in tbe United States, regulated utilities have tbe ability to eam certain types of
rcvenue that are outside the scope ofASC 606. These revenues primarily represent revenue eamed under altemative revenue programs. Altemative revenue
programs represent regulator-approved programs that allow for the adjustment ofbillings and revenue for certain broad, extemal factors, or for additional
billings ifthe entity achieves certain objectives, such as a specified reduction ofcosts. We maintain a variety ofthese programs, including demand side
management initiatives that recover costs associated with the implementation of energy efficiency programs, as well as normalization programs that adjust
revenues for the eflects of weather or other extemal facton. Additionally, we maintain certain programs with future test periods that operate similarly to FERC
formula rate programs and allow for recovery ofcosts incurred to replace aging infrastructure. When the criteria to recognize Altemative Revenue have been
met, we establish a regulatory asset and present revenue from altemative rcvenue programs on the Statements of Consolidated Income (Loss) as "Other
revenues." Wlren amounts prcviously recognized underAltemative Revenue accounting guidance are billed, we reduce the regulatory asset and record a
customer account receivable.

4. Earnings Per Share

Basic EPS is computed by dividing net income attributable to corlmon shareholders by the weighted-average number ofshares ofcommon stock outstanding
forthe period. The weighted-average shares outstanding fordiluted EPS includes the incremental effects ofthe various long-term incentive compensation
plans when the impact ofsuch plans would be dilutive. The calculation ofdiluted eamings pershare excludes the impact offorward agreements (see Note 12,

"Equity"),which had an anti-dilutive eflect fortheperiods outstanding. The computation ofdiluted average common shares forthe yearended December 31,
20 | 8 is not presented as we are presenting a net loss on the Statements ofConsolidated Income (Loss) for the period, and any incremental shares would have
an anti-dilutive impact on EPS. The computation of diluted aveEge common shares is as follows:

Year Ended December 3 1. /iz lhousands) 2017 2016

Denominator

Basic average common shares outstanding

Dilutive potential common shares:

Shares contingently issuable under employee stock plans

329,3 88

547

321,80s

165

Shares restricted under stock plans 82 I 1,554

Diluted Averase Common Shares 330,756 323,524

64



Table ofContents
NISOURCE INc.
Notes to Consolidated Financial Statements

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

5. Property,PlantandEquipment

Ourproperty, plant and equipment on the Consolidated Balance Sheets are classified as follows

At December 3 1, (in millions) 201 8

Exhibit No. 403
Attachment B

Page 65 of 1 38
Wtness: P.R. Moul

201'l

Property, Plant and Equipment

Gas Di stribution Utilitytt I

Electric Utility(r)

Corporate

Construction Work in ProcEss

Non-Utility and Othel:)

13,776.0 $

8,374.2

155.8

474.8

38.7

12,531 .0

7 403.8

t41.3

950.5

623.3

Total Property, Plant and Equipment 22,8r9.s $ 21,649.9

Accumulated Depreciation and Amortization

Cras Distributi on Uti lity(' )

Electric Utility(r'

Corporate

Non-Utility and Othelr'

(3J73.8) $

(3,80e.s)

Q4.6)
(1e.1)

(3,227.8)

(3,673.2)

(s2.6)

(336.8)

Total Accumulated Depreciation and Amortization (7,277 .0) $ (7 ,290.4)

Net Property, Plant and Equipment 15,542.5 S 14.3 5 9.5

Equipment
(: Non-UtitiV and Other as of December 3 I , 20 I 7 includes net book value of $24 7.8 million related to Bailly Generating Station (Units 7 and 8) which was reclassifed from Electric
Utility in the fourth quarter of 201 6. In May 201 8, Units 7 and 8 were retired from service md the remaining balmce was reclassified to "Regulatory assets (noncurrent)" on the
Consolidated Balmce Sheets. See Note l8-E, "Other Mafters," and Nole 8, "Regulaiory Matters," for additional information

Theweightedaveragedepreciationprovisionsforutilityplant,asapercentageoftheoriginalcost,fortheperiodsendedDecember3l,20lS,20lT and20l6
were as follows:

201 8 2017 2016

Electric Operations(r )

Gas Distribution Operations

2.9.h 3.4%

2.t%

33%
2.1Vo

(r)Lower depreciation rate in 20 I 8 due to reduced EERM-related depreciation expense and higher depreciable base from trmsmission asets being placed into service in 20 I 8.

We recognized depreciation expense of $ 5 03.4 million, $5 0 I .5 million and $475.1 million for the years ended 201 8, 20 I 7 and 201 6, respectively.

Amortization of Sofiware Cosls. We amortized $54.1 million in 2018, $44.0 million in 2017 and $41.4 million in 2016 related to software costs. Our
unamortizedsoftwarebalancewas$l59.5millionand$189.0millionatDecember3l,20l8and20l7,respectively.

6, Goodwill and Other Intangible Assets

Goodwill. Substantially all of our goodwill relates to the excess of cost over the fair value of the net assets acquired in the Columbia acquisition on
November l, 2000. The following presents our goodwill balance allocated by segment as ofDecember 3 l, 20 I 8:

(in millions)
Gas Distribution

Operations Electric Operations Corporate and Other Total

Goodwill $ 1,690.7 $ $ 1,690.7

We applied the qualitative "step 0" analysis to our reporting units for the annual impairment test performed as of May I, 2018 For this test, we assessed

various assumptions, events and circumstances that would have affected the estimated fair value ofthe reporting units as compared to their base line May l,
20 I 6 "step 1 " fair value measurement. The results ofthis assessmen t i ndicated
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

tlrat it was not more likely than not that our reporting unit fair values were less than the reporting unit carrying values, accordingly, no "step I " analysis was

required.

In tbe third quarter of2018, we determined the Greater Lawrence Incident (see Note 1 8, "Other Commitments and Contingencies") represented a triggering
event that required an impairment analysis of goodwill. This incident specifically impacts our Columbia of Massachusetts reporting unit in which the

assoc'iated goodwill totaled $204.8 million immediately priorto the incident. We performed a quantitative impairment analysis as of September30,2018 and

determined that the fair value of the Columbia of Massachusetts repofing unit continues to exceed its carrying value. Therefore, no goodwill impairment

charges were recorded in the third quarter of2018. This interim analysis was performed using then-current cash flow projections reflecting the estimated

ongoing impacts of the Greater Lawrence lncident on Columbia of Massachusetts' operations. We also updated other significant inputs to the fair value
calculation (e.g. discount rate, market multiples) to reflect then-cunent market conditions and increased risk and uncertainty resulting from the incident. No
additional facts came to light since the third quarler impairment analysis was completed that would indicate it was more likely than not that the fair value of
the Columbia of Massachusetts reporting unit would have decreased below its carrying value; therefore no goodwill impairment charges were recorded in the

fourth quarter of2018. We will continue to monitor the impacts ofthe incident for events that could trigger a new impairment analysis including, but not
limited to, unfavorable regulatory outcomes and NTSB investigation results.

Inlangible,4ssets. Our intangible assets, apafi from goodwill, consist offranchise rights. Franchise rights were identified as part ofthe purchase price
allocations associated with the acquisition in February 1999 of Columbia of Massachusetts. These amounts were $220.7 million and $231.7 million, net of
accumulated amortization of $221.5 million and $210.5 million, at December 31, 2018 and 2017, respectively, and are being amortized on a straightJine
basis over forty years from the date ofacquisition through 2039. NSource recorded amortization expense of $ I I .0 million in 2018,2017 , and 2016 related to

its franchise right intangible asset.

7. Asset Retirement Obligations

We have recognized asset retirement obligations associated with various legal obligations including costs to remove and dispose ofcertain construction
materials located within many of our facilities, certain costs to retire pipeline, removal costs for certain underground storage tanks, removal of certain
pipelines known to contain PCB contamination, closure costs for certain sites including ash ponds, solid waste management units and a landfill, as well as

some other nominal asset retirement obligations. We also have a significant obligation associated with the decommissioning of our two hydro facilities
located in Indiana. These hydro facilities have an indeterminate life, and as such, no asset retirement obligation has been recorded.

Changes in our liability for asset retirement obligation s for the yean 201 8 and 2017 are presented in the table below:

(in nilliorts) 2018 2017

Beginning Balance

Accretion recorded as a regulatory asset/liability

Additions

Settlements

Change in estimated cash flows

268.7 $

l l.l
63.3 ()

(s.e)

14.8 0)

lo z.o

10.3

24
(r s.6)

90 e)

Ending Balance 352.0 $ 268.7
t|)In20l8,$59.8mi|1ionofadditionsand$177rniIlionofthechangeinestimatedcashfowsaIeattributedtocostsassciated
"Environmental Maners." for additional information on CCRs.
(2)Thechangeinestimatedcashfowsfor2017isprimrilyattributedtochangesinestimatedcostsandselement
costs for r€tirement of gas mains

Certain nonJegal costs ofremoval that have been, and continue to be, included in depreciation rates and collected in the customerrates ofthe rate-regulated
subsidiaries are classified as "Resulatorv liabilities" on the Consolidated Balance Sheets.
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We follow the accounting and reporting requirements ofASC Topic 980, which provides that regulated entities account for and reporl assets and liabilities
consistent with the economic effect ofregulatory rate-making procedures ifthe rates established are designed to recoverthe costs ofproviding the regulated
service and it is probable that such rates can be charged and collected fiom customen. Certain expenses and credits subject to utility regulation or rate
determination normally reflected in income or expense are deferred on the balance sheet and are recognized in the income statement as the related amounts
are included in customer rates and recovered from or refunded to customers.

Regulatory assets were comprised of the following items

At December 31 , (in nillions) 20r8 2017

Regula tory Assets

Unrecognized pension and other postretirement benefit costs (see Note I 1 )
Defened pension and other postretirement benefit costs (see Note I I )
Environmental costs (see Note I 8-D)

Regulatory effects of accountin g for income taxes (see Note I -N and Note I 0)

Under-recovered gas and fuel costs (see Note I -K)

Depreciation

Post-in-service carrying charges

Safety activity costs

DSM programs

Bai [1y Generating Station

Other

798.3

74.1

6 t.5

233.1

34.1

209.6

206.6

9r.7

45.5

2443
238.1

t55.)
'10.7

63.4

238.8

25.5

I 81.0

t7 3.3

66.5

40.0

208.5

Total Regulatory Assets 2,231.5 I ,801 .2

Regulatory liabilities were comprised of the following items:

At December 3l , (in millions) 2018 2017

Regulatory Liabilities
Over-recovered gas and fuel costs (see Note I -K)

Cost ofremoval (see Note 7)

Regulatory effects ofaccounting for income taxes (see Note I -O and Note I 0)

Defened pension and otlr er postretirement benefit costs (see Note I I )
Other

32.0

1,076.0

t,428.3

62.7

61.0

27.6

I,096.8
| 5614

59.0

48.8

Total Regulatory Liabilities 2,660.0 )1q56

Regulatory assets, including under-recovered gas and fuel cost, of approximately $1,552.6 million as ofDecember 31, 2018 are not eaming a retum on
investment. These costs are recovered over a remaining life ofup to 4l years. Regulatory assets ofapproximately $1,917.1 million include expenses that are

recovered as components ofthe cost ofservice and are covered by regulatory orders. Regulatory assets ofapproximately$320.4 million atDecember 31,
201 8, require specific rate actron.

AsseLs:

Unrecognized pension and other postretirement beneft costs. In 2007 , we adopted certain updates ofASC 7 I 5 which required, among other things, the
recognition in other comprehensive income or loss ofthe actuarial gains or losses and the prior service costs or credits that arise during the period but that are
not immediately recognized as components ofnet periodic benefit costs. Certain subsidiaries defer these gains or losses as a regulatory asset in accordance
with regulatory orders or as a result ofregulatory precedent, to be recovered through base rates.
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Defened pension and other poslretirement benertt costs. Primarily relates to the difference between postretirement expense recorded by certain subsidiaries

due to regulatory orden and the postretirement expense recorded in accordance with GAAP. These costs are expected to be collected through future base

rates, revenue riders or tracking mechanisms.

Environmental casts Includes certain recoverable costs ofinvestigating, testing, remediating and other costs related to gas plant sites, disposal sites or other
sites onto which material may have migrated. Certain ofour companies defer the costs as a regulatory asset in accordance with regulatory orden, to be

recovered in future base rates, billing riders or tracking mechanisms.

Regulatory efects of accounling for income /axes. Represents the deferral and under collection ofdefened taxes in the rate making process. In prior years,

we have lowered customer rates in certain jurisdictions for the benefits ofaccelerated tax deductions. Amounts are expensed for financial reporting purposes

as we recover deferred taxes in the rate making process.

IJnder-recovered gas andfuel casls. Represents the difference between the costs ofgas and fuel and the recovery ofsuch costs in revenue and is used to
adjust future billings for such deferrals on a basis consistent with applicable state-approved tariffprovisions. Recovery ofthese costs is achieved through
tracking mechanisms.

Depreciation Represents differences between depreciation expense incuned on a GAAP basis and that prescribed through regulatory order Significant
components of this balance include:

. Columbia of Ohio depreciation rates. Prior to 2005, the PUCO-approved depreciation rates for rate-making had been lower than those which would
have been utilized ifColumbia ofOhio were not subject to regulation resulting in the creation ofa regulatory asset. In 2005, the PUCO authorized
Columbia of Ohio to revise its depreciation accrual rates for the period beginning January 1, 2005. The revised depreciation rates are now higher
than those which would have been utilized ifColumbia ofOhio were not subject to regulation allowing for amortization ofthe previously created
regulatory asset. The amount ofdepreciation that would have been recorded from 2005 through 201 8 had Columbia ofOhio not been subject to rate

regulation is a cumulative $806.8 million, $92.2 million less than that reflected in rates. The resulting regulatory asset balance was$39.5 million
and $49.3 million as of December 3 I , 201 8 and 201 7, respectively.

. Columbia of Ohio IRP and CEP. Columbia of Ohio also has PUCO approval to defer depreciation and debt-based post-in-sewice carrying charges
(see "Post-fu-service canlting charges" below) associated with its IRP and CEP. As of December 3 I , 201 8, depreciation of $29.1 million and $76.0
million was defened for the respective programs. Depreciation deferral balances for tbe respective programs as ofDecember 31,2017 were $26-5
million and $49.8 million. Recovery ofthe IRP depreciation is approved annually through the IRP rider. The equivalent ofannual depreciation
expense, based on the average life ofthe related assets, is included in the calculation ofthe IRP rider approved by the PUCO and billed to customers.
Defened depreciation expense is recognized as the IRP rider is billed to customers. The recovery mechanism for depreciation associated with the
CEP is discussed in "Additional Regulatory Matters," below.

. NIPSCO ECRM. NIPSCO obtained approval from the IURC to recover certain environmental related costs including operation and maintenance
and depreciation expense once the environmental facilities become operational. The ECRM defened charges represent expenses that will be
recovered from customers through an annual ECRM Cost Tracker (ECT) which authorizes the collection of defened balances over a six month
period. Recovery ofthese costs will continue until such assets are included in rate base through an electric base rate case. Depreciation of$14.4
million and $ 13.9 million was deferred to a regulatory asset as of December 3 I , 201 8 and 201 7, respectively.

. MPSCO TDSIC. NIPSCO obtained approval from the IURC to recover costs for certain system modemization projects outside of a base rate
proceeding. Eighty percent ofthe related costs, including depreciation, property taxes, and debt and equity based carrying charges (see "Post-in-
sewice carrying charges" below) are recovered through a semi-annual recovery mechanism. Recovery of these costs will continue through the
TDSIC trackeruntil such assets are included in rate base through a gas orelectric base rate case, respectively. The remaining twenty percent ofthe
costs are defened unti I the next base rate case. As of December 3 I , 201 8 and 2017 , depreciation of $ I 6-5 million and $ l0-3 million, respectively,
was deferred as a rcgulatory asset.

Posl-in-sewice carrying charges. Represents defened debt-based carrying charges incuned on certain assets placed into service but not yet included in
customer rates. This balance includes:

. Columbia of Ohio IRP and CEP. See description of IRP and CEP programs above under the heading "Depreciation." As of December 3 1 , 201 8 and
2017, Columbia of Ohio had defened PISCC of $197.1 million and $164.6 million, respectively.
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. NIPSCO TDSIC. See description of TDSIC program above under the heading "Depreciation." Defenal of equity-based carrying charges for the
TDSIC program is allowed; however, such amounts are not reflected in regulatory asset balances for financial reporting as equity-based retums do
notmeetthedefinitionofincunedcostsunderASC980.Asof December3l,20l8 and20lT,NIPSCOhaddefenedPISCCof$g.5millionand$8.7
million, respectively.

Safety activity casls. Represents the difference between costs incuned in eligible safety programs in excess ofthose being recovered in rates. The eligible cost
deferrals represent necessary business expenses incurred in compliance with PHMSA regulations and are targeted to enhance the safety ofthe pipeline
systems. Certain subsidiaries deferthe excess costs as a regulatory asset in accordance with regulatory orders and recovery ofthese costs will be address in
future base rate proceedings.

DSM programs. Represents costs associated with Gas Distribution Operations and Electric Operations segments' energy efficiency and consewation
programs. Costs are recovered through tracking mechanisms,

Bailly Generating Station Represents the net book value ofUnits 7 and 8 ofBailly Generating Station that was retired during 2018. These amounts are
cunently being amortized at a rate consistent with theirinclusion in customermtes.

Lirbilities:

Over-recovered gas andfuel cosrs. Represents the difference between the cost ofgas and fuel and the recovery ofsuch costs in revenues, and is the basis to
adjust future billings for such refunds on a basis consistent with applicable state-approved tariffprovisions. Refunding ofthese revenues is achieved through
tracking mechanisms.

Cost ofremoval. Represents anticipated costs ofremoval that have been, and continue to be, included in depreciation rates and collected in customer rates of
the rate-regulated subsidiaries for future costs to be incuned.

Regulatory elfects of accounting for incorfie taxes. Represents amounts owed to customers for defened taxes collected at a higher rate than the cunent
statutory rates and l.iabilities associated with accelerated tax deductions owed to customers that are established during the rate making prccess. Balance
includes excess deferred taxes recorded upon implementation ofthe TCJA in December 20 I 7, net ofamounts amoftized during 20 1 8.

Defened pension and other postretirement beneft cosls Primarily represents cash contributions in excess ofpostretirement benefit expense that is deferred
as a regulatory liability by certain subsidiaries in accordance with regulatory orders.

Cost Recoverv and Trackers

Comparability ofour line item operating results is impacted by regulatory tracken that allow for the recovery in rates ofcertain costs such as those described
below. Increases in the expenses that are the subject of tracken genemlly result in a corresponding increase in operating revenues and therefore have
essentially no impact on total operating income results.

Certain costs ofouroperating companies are significant, recurring in nature and generally outside the control ofthe operating companies. Some states allow
the recovery of such costs through cost tracking mechanisms. Such tracking mechanisms allow for abbreviated regulatory proceedings in order for the
operating companies to implement charges and recoverappropriate costs. Tracking mechanisms allow formore timely recovery ofsuch costs as compared
with more traditional cost recovery mechanisms. Examples of such mechanisms include GCR adjustment mechanisms, tax riders, bad debt recovery
mechanisms, electric energy efficiency programs, MISO non-fuel costs and revenues, resource capacity charges, federally mandated costs and environmental-
related costs.

A portion of the Gas Distribution revenue is related to the recovery of gas costs, the review and recovery of which occurs through standard regulatory
proceedings. All states in our operating area require periodic review of actual gas procurement activity to determine prudence and to pemit the recovery of
prudently incurred costs related to the supply ofgas for customers. Our distribution companies have historically been found prudent in the procurement of
gas supplies to serve customers,

A portion of the Electric Operations revenue is related to the recovery offuel costs to generate power and the fuel costs related to purchased power. These
costs are recovered through a FAC, a quarterly regulatory proceeding in Indiana.

Infrastructure Replacement and Federallv-Mandated Compliance Proerams

Certain ofour operating companies have completed rate proceedings involving infrastructure replacement or enhancement or are embarking upon regulatory
initiatives to replace significant portions oftheir operating systems that are nearing the end oftheir
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useful lives. Each operating company's approaclr to cost recovery may be unique, given the different laws, regulations and precedent that exist in each
jurisdiction.

Columbia of Ohio, IRP - On December 3, 2008, the PUCO issued an order which established Columbia of Ohio's IRP. Punuant to that order, the IRP
provides forrecovery of costs resulting from: (1) the maintenance, repair and replacement of customer+wned service lines that have been determined by
Columbia of Ohio to present an existing or probable hazard to persons and property; (2) Columbia of Ohio's replacement of cast iron, wought iron,
unprotected coated steel and bare steel pipe and associated company and customer-owned metallic sewice lines; (3) the replacement ofcustomer-owned
natural gas risers identified by the PUCO as prone to failure; and (4) the installation of AMR devices on all residential and commercial meters sewed by
Columbia ofOhio. Recoverable costs include a retum on investment, depreciation and property taxes, offset by specified cost savings. Columbia ofOhio's
five-year IRP plan renewal was last approved on January 3 1 , 20 I 8 for the years 20 1 8-2022.

|{IPSCOGasandElectric,TDSIC-OnApril 30,20l3,thelndianaGovemorsignedSenateEnrolledAct560,knownastheTDSICstatute,intolaw. Among
other provisions, the TDSIC statute provides for cost recovery outside of a base rate proceeding for new or replacement electric and gas transmission,
distribution, and storage projects that a public utility undertakes for the purposes of safety, reliability, system modemization or economic development.
Provisions ofthe TDSIC statute require that, among otherthings, requests forrecovery include a seven-yearplan ofeligible investments. Once the plan is
approved by the IURC, eighty percent ofeligible costs can be recovered using a periodic rate adjustment mechanism, known as the TDSIC mecbanism.
Recoverable costs include a retum on the investment, includingAFUDC, PISCC, operation and maintenance expenses, depreciation and property taxes. The
remaining twenty percent of recoverable costs are deferred for future recovery in NIPSCO's next general rate case. The semi-annual rate adjustment
mechanism is capped at an annual increase oftwo percent oftotal retail revenues.

NIPSCO Electric, ECRM - NIPSCO has approval from the IURC to recover certain environmental related costs through an ECT (environmental cost tracker).
Under the ECT, NIPSCO is permitted to recover (l ) AFLJDC and a retum on the capital investment expended by NIPSCO to implement envircnmental
compliance plan projects and (2) related operation and maintenance and depreciation expenses once the environmental facilities become operational.

NIPSCO Gas and Electric, FMCA - The FMCA statute provides for cost recovery outside ofa base rate proceeding for projected federally mandated costs.

Once the plan is approved by the IURC, eighty percent of eligible costs can be recovered using a periodic rate adjustment mechanism, known as tlre FMCA
mechanism. Recoverable costs include a retum on the investment, including AFLIDC, PISCC, mandated operation and maintenance expenses, depreciation
and property taxes. The remaining twenty percent ofrecoverable costs are defened for future recovery in NIPSCO's next general rate case. Actual costs that
exceed the projected federally mandated costs ofthe approved compliance project by more than twenty-five percent shall require specificjustification by
NIPSCO and specific approval by the IURC before being authorized in the next general rate case.

Columbia of Massachusetts, GSEP - On July 7,2014, the Govemorof Massachusetts signed into law Chapter 149 of theActs of 2014, anAct Relative to
Natural Gas Leaks C'the Act"). The Act authorizes natural gas distribution companies to file a GSEP for capital investments made on or after January 1,2015,
that arc not included in the Company's current rate base as determined in the most recent base rate case, with the Massachusetts DPU to (l) address the
replacement or improvement of existing aging natural gas pipeline infrastructure to improve public safety or infrastructure reliability, and (2) reduce the lost
and unaccounted for natural gas through a reduction in natural gas system leaks. ln addition, the Act provides that the Massachusetts DPU may, after review
ofthe plan, allow the proposed estimated costs ofthe plan into rates as ofMay 1 ofthe subsequent year. Recoverable costs include a retum on investment,
depreciation and property taxes, offset by identified operations and maintenance cost savings. Rates are subject to a capped annual revenue increase ofone
and a halfpercent oftotal annual delivery and cost ofgas revenues from sales and transportation, including imputed gas reveDues fortransportation, forthe
calendar year preceding the projected GSEP calendar year being filed. At the end of each I 2-month period, in May of the subsequent year, Columbia of
Massachusetts must file a reconciliation ofthe amount collected and actual costs. Any over<ollection or under+ollection balance is passed back to, or
recovered fiom, customers over a 1 2-month period beginning in November. Once new base rates are established under a base rate proceeding, the GSEP factor
is re-set to remove the capital investment and associated revenue reflected in the base rates.

Cofumbia of Pennsylvania, DSIC - On Febnary l4,20l2,the Covemor of Pennsylvania signed into lawAct l1 of 2012, which provided a DSIC mechanism
for certain utilities to recover costs related to repair, replacement or improvement ofeligible distribution property that has not previously been reflected in
rates or rate base. Through a DSIC, a utility may recover the fixed costs of eligible infrastructure incurred during the three months ended one month prior to
the effective date ofthe charge, thereby reducing the historical regulatory lag associated with cost recovery through the traditional rate-making process. On
March 14,2013, the Pennsylvania PUC approved Columbia of Pennsylvania's petition to implement a DSIC as ofApril l,20l3.Accorrdingly, Columbia of
Pennsylvania is authorized to recover the cost ofeligible plant associated witb repair, replacement or improvement that was not
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previously reflected in rate base and has been placed in sewice during the applicable three-month period. After the initial charge is established, the DSIC is
updated quarterly to recover the cost offurther plant additions and cannot exceed five percent ofdistribution revenues. Recoverable costs include a retum on
investment, exclusive ofaccumulated deferred income taxes tom the calculation ofrate base, and depreciation. Once new base rates are established under a
base rate proceeding, the DSIC is set to zero. Additionally, the DSIC rate is also reset to zero if, in any quartef the data reflected in the Columbia of
Pennsylvania's most recent quarterly financial eamings report show that the utility will eam an overall rate ofretum that would exceed the allowable rate of
retum used to calculate its fixed costs under the DSIC mechanism. A utility is exempt from filing a quarterly financial eamings report when a base rate
proceeding is pending before the Pennsylvania PUC.

Columbia of Virginia, SAVE - On March I l, 2010, the Virginia Govemor signed legislation into law that allows natural gas utilities to implement programs
to replace qualifring infrastructure on an expedited basis and provides for timely cost recovery. Known as the SAVE Act, the law allows natural gas utilities
to file programs with the VSCC providing a timeline and estimated costs for replacing eligible infrastructure. Eligible infrastructure replacement projects are

those that (l) enhance safety or reliability by reducing system integrity risks associated with customer outages, corrosion, equipment failures, material
failures, or natural forces; (2) do not increase revenues by directly connecting the infrastructure replacement to new customen; (3) rcduce or have the
potential to rcduce greenhouse gas emissions; (4) are not included in the natural gas utility's rate base in its most recent rate case; and (5) are commenced on
or after January l, 2010. The SAVE Act provides for recovery of costs associated with the eligible infrastructure through a rate rider. Recoverable costs
include a retum on investment, depreciation and property taxes. Columbia ofVirginia's current five year SAVE plan was approved by tbe VSCC in 20 I 6 and
amended in 20 I 7 for the years 20 I 6 through 2020.

Columbia of Kentucky, AMRP - orr October 26,2009, tbe Kentucky PSC approved a mechanism for recovering the costs of Columbia of Kentucky'sAMRP
not prcviously reflected in rate base through an annual fixed monthly rate rider filed in October. In its 20 I 3 rate case, Columbia ofKentucky was allowed to
base tbe AMRP rider on the expected annual cost ofservice. Recoverable costs include a retum on investment, depreciation and property taxes, offset by
specific cost savings. At the end ofeach 12-month period, Columbia ofKentucky must file a reconciliation ofthe amount collected and actual costs. Any
over-collection orunder<ollection balance is passed back to, orrecovered from, customers through the surcharge over a l2-month period beginning in June
ofthe subsequent year. Once new base rates are established under a base rate proceeding, the AMRP rider is set to zero.

Columbia of Maryland, STRIDE - On May 2,2013, the Govemor of Maryland signed Senate Bill 8 into law, authorizing gas companies to accelerate
recovery ofeligible infrastructure replacement, effective June I , 20 I 3. The STRIDE statute provides rccovery for gas pipeline upgrades outside ofthe context
ofa base rdte proceeding through an annual surcharge, IRIS, as approved by, Maryland PSC. The STRIDE statute directs gas utilities to file a plan to invest in
eligible infrastructure replacement projects and to list the specific projects and elements in any such STRIDE plan with the Maryland PSC_. The calendar year
projected capital projects to be placed into plant in sewice and included in Columbia of Maryland's surcharge recovery request must satisry a number of
criteria per the statute, including a requirement that they be designed to improve public safety or infrastn:cture reliability. Columbia of Maryland's five-year
STRIDE Plan renewal for years 20 I 9 through 2023, ts with the preceding five years, is focused on replacing (l ) existing cast iron and bare steel mains, (2)
associated services and meters, and (3) identified prone-to-failure vintage plastic piping. Columbia of Maryland's IRIS mechanism recovers a retum on
investment, depreciation and property taxes ofthe STRIDE-eligible capital infrastructure statutorily capped at $2 permonth forresidential customers, and
proportionally capped for commercial and .industdal customer classes, and is reconciled to actual costs on an annual basis. Any over-collection or under-
collection balance is passed back to, or recovered from, customers through the surcbarge effective in May ofthe subsequent year.
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The following table describes regulatory prognms to recover infrastructure replacement and other federally-mandated compliance investments currently in
rates and those pending commission approval:

(in millions)

Conpany Program

I ncremcntal
Incrcnrental Capitol lnvestDent
Revenue lnvesnnent Period Filed Staus

Rates

Effective

Columbia of Ohio

N]PSCO - Gm

NIPSCO - Gas

NIPSCO - Gas

NIPSCO - Gas

Columbia of Masuchusetts

Columbia of Massachusetts

Columbia of Pennsylvania

Columbia of Pennsylvania

Columbia of lennsylvania

Columbia of Virginia

Columbia of Virginia

Columbia of Kenhrcky

Columbia of Kentucky

Colunbia of Nlryland

Columbia of \4arylmd

NIPSCO - Electrjc

NIPSCO - Electric

NIPSCO - Electric

NIPSCO - Electric

NIPSCO - Electric

NIPSCO - Electric

NIPSCO - Electric

NIPSCO - Electric

IRp_2018r) $

TDSIC 7 $

TDSIC 8 $

TDSIC 9ox2) $

FMCA I S

GSEP - 2018(txr) $

csEP _ 2019(4r $

DSrC - 2018 $

DSIC - 2018 $

DSrC - 2018 $

SAVE.2OI8 $

SAVE.2OI9 $

AMRP - 20IE $

AMRP - 20I9 $

STRIDE.2OIS $

STRIDE.2OI9 $

TDSTC - 3 $

2.3 $ 201 0U1'7-t2/t'7

1.5 $ 59.0 |17-6111

l8 $ s4.07,r7-tz^'7

February 27, Approved
2018 April 25,2018

Approvcd
Augusi 3 l, Decernber 28,

2011 2017

Approved
February 27, August 22,

2018 2018

Approved
August 28, Decernber 27,

2018 2018

November 30, Order Expected
2018 Ql 2019

October3l, Approved
2017 April 30,2018

October 3 l, Order expected
tor 8 Q2 20 re

March 22, Approved
2018 March 29,2018

Approved
June 20, 2018 June 28, 2018

Approvcd
September 20, September 28,

20r8 20r8

Approved
August | 8, December I 3,

20t7 20t7

Approved
August 17, October 26,

20r8 2018

Approved
October 13, December 22,

20t1 2011

Approved
Oclober I 5, Decembcr 5,

2018 2018

Approved
November I, December 20.

2011 7011

Approved
Novcmber l, Dcccmber | 2,

3.01 8 201 8

January -30, Approved
20lti May 30,2018

Approved
November 28,

July3l,20l820l8
January 29, Order Expected

2019 Q2 20le

January 3 1, Approvcd
2018 April 25,2018

Approved
October I l,

July3l,20l8 2018

Approvcd
November l, January 31,

2017 2018

Approved
April 27, 2018 July 25, 201 8

Approved
October 18, lanuary 29,

2018 2019

TDSIC - 4tLi

TDSIC _ 5(r)

ECRM-3I

1.2 $

(10) s

(u8)$

15 9 $

(2.1) $

l9 7 l^9-t2it9

75 0 5it't-1tit7

722 t2ll7-5118

58.8 6/t8-t l/18

2.9 6tI'1-12/t7

May 201 8

January
201 8

September
201 8

January
2019

April 2019

May 201 8

May 2019

April 20 I 8

July 2018

October
20r8

January
2018

January
20t9

January
201 E

January
20t9

January
?01 8

Jan u ary
20t9

June 20 I E

December
201 8

June 20 I 9

May 2018

November
201 8

February
201 8

August 20) 8

February
2019

(10 6) $

99 $

6.5 $

l0 7 $

0.,1 $

09 $

5441/18-6^8

1.5 I l/17-9l18

80 0 l/18-12/18

640 lt19-t249

t4 I t2/r'1-2/t8

3 I 8 3/t 8-5/t 8

I.6 $ 55 4 6/1 8-8/l 8

2.9 S 33.3 l/18-12/lE

2.4 $ 360 1/r9-t2^9

4.s $ 24.0 l^8-t2/18

3.6 $ 30.1 l^9-12/r9

1.2 $ 20.8 tit8-l2it8

$

$

$

ECRM - 32 $

FMCA- 8 $

FMCA-g $

l0 $ 
-1118-6/18

r .3 $ 4.4 4/t7-9/t7

41 $ 90210/t7-3/18

FMCA - IO $ 22 $ 4574tr8-8t18
(llncremental revenue is net of amounts due brck to customers as a reslt of the TCJA.
(2Increnental revenue is net of $5.2 million of adiusnrents in the TDSIC-9 sttlemeot.
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Rate Case Actions

The following table describes curent rate case actions as applicable in each ofourjurisdictions net oftracker impacts:

(in uillions)

Company

Requested Approved
lncremental Incremental
Revcnue ReYenue Filcd

Rates

Status Effective

NIPSCO - Cas(rr

Columbia of Massacbusetts

Columbia of Pennsylvan ia

Columbia of Virginia{:)

Columbia of Maryland

NIPSCO - Electric

$ 469 $

s t4.2

$ 46 $

$ r38r $ 1073

s 24.t N/A

September 27, Approved
2017 September 19,2018 October20l8

Withdram
April 13,2018 September 19,2018 N/A

Approved
26.0 March16,20l8December6,2018 December20l8

August 28, Ordm expected
In proces 2018 Second halfof20l9 February 2019

Approved
2.2 Aprill3,20l8 November2l,20l8 November20l8

October 31, Order expected
2018 Q3 2019 September 201 9

(l)Rateswillb€implementedinthIeesteps,withimplementationofstepl

be effective on Janutry I , 2020. The IURC's order also dismissed NIPSCO from phase 2 of the IURC's TCJA investigation.
{z)Rates implemented subject to refund pending a final order from the VSCC.

Additional Re gulatorv Matters

Cof umbia of Ohio. On December 1,2017, Columbia of Ohio filed an application that requested authority to implement a rider to begin recovering plant and

associated deferrals related to its CEP. The CEP was established in 201 I and allows for deferral ofinterest, depreciation and property taxes on certain plant
investments not recovercd through its IRP modemization tracker. The application requested authority to increase annual revenues, through the requested
rider, by approximately $70 million, with biennial increases up to approximatcly $98 million in 2022. On May 9, 201 8, the PUCO appointed an independent
auditor to assist the PUCO with the review of the accounting accuracy, prudency and compliance of Columbia of Ohio with its PUCO-approved CEP
deferrals. The independent audit report was filed on September 4, 20 I 8 and the PUCO Staffs Report on the investigation was filed on September I 4, 20 I 8. On
October 25, 2018, a joint stipulation and rccommendation was filed recommending an initial revenue requirement of$74.5 million to recover CEP
investments and deferrals through December 3 I , 20 I 7, with annual adjustments for capital investments made in subsequent yea6. Additionally, the signatory
parties to the stipulation agreed to a reduction in rates to adjust for the impacts ofthe TCJA and for a base rate case filing to be made by Columbia ofOhio
with a test period ofcalendar year 2021 . On November 28, 20 I 8 tbe PUCO issued an order unanimously approving the settlement filed on October 25,2018,
without modification, forrates effective beginning November29,20l8. This orderfinalizes Columbia of Ohio's TCJAresolution related to the CEP tracker,
as well as base rates.

MPSCO Gas. On November 8,201'7, NIPSCO filed a petition with the IURC seeking approval of NIPSCO's federally mandated pipeline safety compliance
plan. As part ofthe settlement agreement filed in NIPSCO's gas base rate case proceeding, NIPSCO and the parties to the settlement agreement settled all
issues in this proceeding as well, including moving certain costs from the base rate proceeding to this pipeline safety compliance plan. The updated four year
compliance plan includes a total estimated $91.5 million ofcapital costs and $35.5 million ofexpected operating and maintenance costs. NIPSCO received
approval for accounting and rate-making relief, including establishment ofa periodic rate adjustment mechanism. NIPSCO filed the first tracker proceeding
in this case on November 30, 2018. On December 3l, 2018, NIPSCO filed a petition with the IURC seeking approval of an additional PHMSA compliance
plan including capital expenditures of$228.8 million. An IURC orderis expected in the second halfof2019.

On January 3,2018, the IURC initiated an investigation to reviewand consider the possible implications of the TCJAon utility rates. The IIJRC ordered a

two phase investigation. Phase 1 solely dealt with the prospective changes in rates to reflect the change in tax rates. ln accordance with the procedural
schedule, on March 26,2018, NIPSCO filed revised gas tariffs reflecting the impact ofthe change in tax rate for its applicable rates and charges. The ILIRC
approved NIPSCO's Phase I filing on April 26,2018. The revised tariffs were effective May 1, 2018. The stipulation and settlement agreement filed on April
20,2018, in NIPSCO's gas rate case resolved all issues in Phase 2, including the retum ofexcess income tax revenue recovered through its base rates and any

$ 21.4 ln process
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applicable charges between January 1,2018 andApril 30,2018. Beginning January 2019, and continuing through June 2019, NIPSCO is passing back the
excess tax expense through the TDSIC mechanism.

On December 27,2018, the IURC issued an order for TDSIC-9 approving the settlement agreement filed on November 4, 2018. This order, along with the
Court ofAppeals dismissal on December 3 I, 20 I 8 and January 8, 20 I 9, resolved all outstanding issues related to the appeals ofTDSIC4 though TDSIC-8.

Columbia of Massachusetb. On October 9,2018, Columbia of Massachusetts filed an application with the Massachusetts DPU, seeking authority to pass
back approximately $95.8 million in excess deferred taxes associated with TCJAwith an effective date of rates to be determined by the Massachusetts DPU.
On December 21,2018 the Massachusetts DPU issued an order approving the treatment ofTCJA-related excess defened taxes.Columbia Gas of
Massachusetts filed a compliance filing on January 4, 20 I 9, reflecting revised LDAF rates inclusive ofcredit factors to retum excess defened taxes associated
with TCJA to customers for rates effective on February l, 2019, per the Massachusetts DPU's order.

Columbia ofKentucky, OnApnl 30,2018, Columbia ofKentucky received an order from the Kentucky PSC requiring implementation ofinterimproposed
rates effective May l, 201 8 reflecting the impact of TCJA subject to future adjustment. The order directed Columbia of Kentucky to file, by September l,
2018, revised TCJA adjustment facton reflecting the tax expense savings from January 1, 2018 through April 30, 2018, and an estimate ofthe annual
reduction due to the excess defened taxes to be effective with the fint billing cycle ofOctober20lS. OnAugust 31,2018, Columbia ofKentucky filed
updated rate schedules with the Kentucky PSC for rates proposed to be effective October 1,2018. On October25,2018, the Kentucky PSC authorized the
TCJA adjustment factors, as proposed, with an October 29,2018 effective date to pass-back the overcollection oftaxes over a six month period.

Columbia of Maryland. On February 13,2018, Columbia of Maryland filed a proposal with the Maryland PSC to reduce rates as a result of TCJAwith an

annual revenue decrease of $1.3 million. Columbia of Maryland was directed to account forany revenues associated with the difference between previous
and current income tax rates and excess deferred taxes as regulatory liabilities effective January l, 2018. On March 14,2018, Columbia of Maryland received
approval, effective April 2,2018, to implement new rates and pass-back the overcol lection oftaxes fiom the first quarter of20 I 8 over a seven month period.

NIPSCO Electric. On October 3 I , 201 8, NIPSCO submitted its 201 8 Integrated Resource Plan with the IURC. The plan evaluated demand-side and supply-
side resource altematives to reliably and cost efiectively meet NIPSCO customers'future energy requirements overthe ensuing 20 years. Referto Note l8-E,
"Other Matters," in the Notes to Consolidated Financial Statements for additional information.

On March 29, 2018, WCE, which is currently owned by BP p.l.c ("BP") and BP Products North America, which operates the BP Refinery, filed a petition at the
IURC asking that the combined operations of WCE and BP be trcated as a single premise, and the WCE generation be dedicated primarily to BP Refinery
operations beginning in May 2019 as WCE has self-certified as a qualif ing facility at FERC. BP Refinery planned to continue to purchase electric service
from NIPSCO at a reduced demand level beginning in May 2019. A settlement agrcement was filed on November 2, 2018 agreeing that BP and WCE would
not move forward with construction of a private transmission line to sewe BP until conclusion ofNIPSCO's pending electric rate case.

On February l, 2018, NIPSCO and certain other MISO transmission owners filed with the FERC a request for waiver of tariffprovisions to allow for
implementation of TCJA tax rate change provisions into 2018 transmission formula rates. On March I 5, 2018, the FERC issued an order granting the rcquest
for waiver and set the effective date of tbe waiver at January I , 201 8. In the March billing cycle, the MISO began billing the new transmission rates reflecting
the lower federal tax rate. In addition, the MISO began to re-bill January and February 20 I 8 affected revenues and costs in the March 20 I 8 billing cycle, and
completedthe re-settlement in theApril 2018 billing cycle. The new2018 transmission formularates will reducerevenue by $8.5 million in 2018 associated
with NIPSCO's multi-value projects.Additionally, on November 1,2018, MISO submitted revised tariffs to provide foradjustments to income tax, including
accumulated deferred income tax, resulting from tax law or rate changes. On December 20, 201 8, FERC accepted the submission, effective January 1 , 2019, as

requested.

As noted above in the NIPSCO Gas regulatory matters, the IIIRC initiated an investigation on January 3,201 8, to review and consider the implications ofthe
TCJAon utility rates. The commission ordered a two phase investigation. Phase I solely dealt with the prospective changes in rates to reflect the change in
tax rates. On March 26,2018, NIPSCO filed revised electric tariffs reflecting the impact ofthe change in tax rate for its applicable rates and charges. The
IURC approved NIPSCO's phase I filing on April 26,2018. The revised tariffs were effective May 1, 2018. On July 31,2018, NIPSCO filed an unopposed
motion requesting that the over+ollection ofincome taxes fromJanuary 1,2018 through April 30,201 I be passed back in NIPSCO's TDSIC4 filing,
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also filed on July 31,2018, and requesting that all otherphase 2 issues be handled in a rate case filing to be made in the fourth quarterof20l8. On August
15,2018, the IURC approved the motion to pass back the over-collection through the TDSIC-4 rates effective December20l8 through May 20l9.All other
phase 2 issues are addressed in the base rate case filed October 3 I , 201 8.

9. RiskManagementActivities

We are exposed to certain risks relating to ongoing business operations; namely commodity price risk and interest rate risk. We recognize that the prudent
and selective use ofderivatives may help to lower our cost ofdebt capital, manage interest rate exposure and limit volatility in the price ofnatural gas.

Risk management assets and liabilities on our derivatives are presented on the Consolidated Balance Sheets as shown below:

December 31. (in millions) 201 8 2017

Risk Management Assets - Current(r)

lnterest rate risk prcgrams

Commodity price risk programs

$ -$
1.1

14.0

0,5

Total l.l t4.5

Risk Management Assets - Noncurrent('?)

Interest rate risk programs

Commodity price risk programs

18.5 $

4.4

56
1.0

Total 22.9 S 6.6

Risk Management Liabilities - Cunent

Interest rate risk programs

Commodity price risk programs

S

5.0

3 8.6

4.6

Total 5.0 +J ,Z

Risk Management Liabilities - NoDcufient

Interest rate risk programs

Commodity price risk programs

9.5

37.2 28.5

Total 46.7 28.5
(r)Presented in "Prepayments and other" on the Consolidated Balance Sheets.
(2)Presented in "Deferred charges md other" on the Consolidated Balance Sheets

Commodity Price Risk Manaeement
We, along with ourutility customers, are exposed to variability in cash flows associated with natural gas purchases and volatility in natural gas prices. We
purchase natural gas for sale and delivery to our retail, commercial and industrial customers, and for most customers the variability in the market price ofgas
ispassedthroughintheirrates Someofourutilitysubsidiariesofferprogramswherebyvariabilityinthemarketpriceofgasisassumedbytherespective
utility. The objective ofour commodity price risk programs is to mitigate the gas cost variability, for us or on behalfofour customers, associated with natural
gas purchases or sales by economically hedging the various gas cost components using a combination of futures, options, forwards or other derivative
contracts.

NIPSCO received ILTRC approval to lock in a fixed price for its natural gas customers using long-term forward purchase instruments. The term of these
instruments range from five to ten years and is limited totwenty percent of NIPSCO's average annual GCApurchase volume. Gains and losses on these
derivative conlracts are deferred as regulatory liabilities or assets and are remitted to or collected from customers through NIPSCO's quarterly GCA
mechanism. These instruments are not designated as accounting hedges.

lnterest Rate Risk Manasement
As of December3l,2018, we have forward-starting interest rate swaps with an aggregate notional value totaling 5500.0 million to hedge the variability in
cash flows attributable to changes in the benchmark interest rate during the periods from the effective dates ofthe swaps to the anticipated dates offorecasted
debt issuances, which are expected to take place by the end of2024. These interest rate swaps are designated as cash flow hedges. The effective portions oI
the gains and losses related to these swaps are
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recorded toAOCI and are recognized in "Interest expense, net" concurrently with the recognition ofinterest expense on the associated debt, once issued. Ifit
becomes probable that a hedged forecasted transaction will no longer occur, the accumulated gains or losses on the derivative will be recognized currently in
"Other, net" in the Statements ofConsolidated lncome (Loss).

The passage ofthe TCJA and Greater Lawrence Incident led to significant changes to our long-term financing plan- As a result, during 2018, we settled
forward-starting interest rate swaps with a notional value of$750.0 million. These derivative contracts were accounted for as cash flow hedges. As part ofthe
transactions, the associated net unrealized gain of$46.2 million was recognized immediately in "Othel net" on the Statements ofConsolidated Income (Loss)
due to the probability associated with the forecasted borrowing transactions no longer occurring.

There were no amounts excluded from effectiveness testing for derivatives in cash flow bedging relationships at December 31,2018,2017 and 20 I 6.

Our derivative instruments measured at fair value as of December 3 I , 201 8 and 2017 do not contain any credit-risk-related contingent features.

10, Income Taxes

On December 22,2017, the President signed into law the TCJA, which, among other things, enacted significant changes to the Intemal Revenue Code, as

amended, including a reduction in the maximum U.S. federal corporate income tax rate from 35% to 2lYo, and certain other provisions related specifically to
the public utility industry including the continuation of certain interest expense deductibili ty. These chan ges were effective January I , 201 8. Under GAAP,
the effects ofa change in tax law are recorded as a discrete item in the period ofenactment.

Rates for our regulated customers include provisions for the collection ofU.S. federal income taxes. Accordingly, accounting effects related to changes in tax
rates here that would normally be recognized as a component of income tax expense may instead be deferred as a regulatory asset or liability and reflected in
future rate-making. In December 2017,we remeasured our defened tax assets and liabilities to the new federal corporate income tax rate. The result ofthis
remeasurement was areduction in the net deferred tax liability ofapproximately $1.3 billion, including approximately $0.4 billion ofregulatory "gross up"
to account for over-collection ofpast taxes from customers. Offsetting the reduction in net deferred tax liabilities was an increase in regulatory liabilities of
approximately $1.5 billion and an increase in income tax expense of$0.2 billion. In 2018, we received regulatory orders from most ofthejurisdictions in
which we operate regarding the treatment and pass back ofexcess defened taxes.As a result ofthese orders we reduced ourregulatory liability related to
excess defened income taxes by $120.7 million (net oftax). This adjustment is reflected in "lncome Taxes" on our Consolidated Statements oflncome (Loss).

On December 22 ,201'l ,the SEC issued StaffAccounting Bulletin I l8 C'SAB I 18"), which provides guidance on accounting for tax effects of the TCJA. SAB
I 1 8 provides a measurement period that should not extend beyond one year from the TCJA enactment date for companies to complete the accounting under
ASC 740. Tbere were no adjustments recorded in tbe SAB I l8 remeasurement period in 2018.
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The components ofincome tax expense @enefit) were as follows:

YearEnded December 3 1, (in milli o ns) 20r 8 20t7 20r6

Income Taxes

Cunent

Federal

State

$

8.2

$

7.8 (0.1)

Total Current 7.88.2 (0.1)

Deferred

Federal

State

(209.4)

1J)
302.7

).u

r 65.6

1 8.0

Total Defened G87.2) 30'7.7 183.6

Deferred Investment Credits (1.0) (1.0) (1.4)

Income Taxes (180.0) $ 3 14.5 182.1

Total income taxes were different from the amount that would be computed by applying the statutory federal income tax rate to book income before income
tax. The maior reasons for th is difference were as follows:

Year Ended December 3 l, (in millions) 2018 20r7 20t6

Book income (loss) before income taxes

Tax expense @enefit) at statutory federal income tax rate

Increases (reductions) in ta,res resulting from:

State income taxes. net offederal income tax benefit

Amortization of regulatory liabilities
Charitable contribution carryover

State regulatory proceedings

Remeasurement due to TCJA

Employee stock ownership plan dividends and other
compensation

Other adiustments

(230.6)

(48.4)

24.7

(2e3)

(127-8)

(2.2)

3.0

443.0

1 55.0

6.9

Q.4)
(1.2)

161.1

(6.s)

1.6

513.6

t79.8 35.0%21.0 Yo

(10.7)

12.7

55.4

1.0

(r3)

35.0%

1.5

(0.5)

(0.3)

36.4

(1.5)

0.4

I 1.3 2.2

(1.5) (0.3)

2.8 0.5

(e.5) (r.8)

(0.8) (0.1)

lncome Taxes (180.0) 78.1 Y. S 314.5 71.0% s 182.1 35.5 %

The effective income tax rates werc 78.I%,71.0% ard35.5% in20L8,2017 and 2016, respectively. The 7.1% increase in the overall effective tax rate in
2018 venus20l7 was primarily the result ofstate regulatory proceedings wbich resulted in a$127.8 million decrease in federal income taxes offset by a

related increase in state income taxes of$7.1 million. Additionally, the increase was driven by a $26.9 million decrease in income taxes related to
amortization ofthe regulatory liability primarily associated with excess deferred taxes.

The35.5% increase in tbe overall effective tax rate in20l7 versus20l6 was primarily the result of a$l6l.l million increase in income taxes related to
implementing the provisions of the TCJA. The charge to income tax expense resulting from implementation of the TCJA relates primarily to remeasurement
ofparent company deferred tax assets forNOL carryforwards.

ln March 2016,the FASB issued ASU 2016-09, Compensation-Stock Compensation (Topic 718): Improvements to Employee Share-Based Payment
Accounting.Among otherprovisions, the standard requires that all income tax effects ofawards are recognized in the income statement when the awards vest
and are distributed.
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Defened income taxes result from temporary differences between the financial statement carrying
The principal components ofour net defened tax liability were as follows:

At December3 l, (in millions)
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amounts and the tax basis ofexisline assets and liabilities

2018 2017

Deferred tax liabilities
Accelerated depreciation and other property differences

Otherregulatory assets

2,458.0 $

175.4

2,260.7

309.5

Total Defened Tax Liabilities 2,833.4 2.s70.2

Deferred tax asseh

Other regulatory liabilities and defened investment tax credits (including TCJA)

Pension and other postretirement/postemployment benefits

Net operating loss carryforward and AMT credit carryforward

Environmental liabilities

Other accrued liabilities

Other. net

365.5

157.5

849.8

24.4

37.5

68.2

406.0

t36.7

57 6.0

24.0

37.2

9'7.4

Total Defened Tax Assets r,s02.9 |,277.3

Net Deferred Tax Liabilities 1,330.5 $ t.292.9

State income tax net operating loss benefits are recorded at their realizable value. We anticipate it is more likely than not that we will realize $88.5 million
and$65.8millionofthesetaxbenefitsasofDecember3l,20l8 and20lT,respectively,priortotheirexpiration.Thesetaxbenefitsareprimarilyrelatedto
Indiana, Massachusetts and Pennsylvania. The remaining net operating loss carryforward tax benefits represent a federal carryforward of$759.6 million
($508.5 million of which relates to years prior to the implementation of the TCJA) and an Altemative Minimum Tax credit of $ 1.7 million. The carryforward
periods for pre-TCJAtax benefits expire in various tax yean from 2O28 to 2037 . Per the TCJA, federal NOL carryforwards generated after December 3 I , 20 1 7

do not expire, but are limited to 800% of current year taxable income.

Unrecognized tax benefits for the periods reported are immaterial. We present accrued intercst on unrecognized tax benefits, accrued interest on other income
tax liabilities and tax penalties in "lncome Taxes" on our Statements ofConsolidated Income (Loss). lnterest expense recorded on unrecognized tax benefits
and other income tax liabilities was immaterial for all periods presented. There were no accruals for penalties recorded in the Statements of Consolidated
Income(Loss)fortheyearsendedDecember3l,2018,2017 and20l6,andtherewerenobalancesforaccruedpenaltiesrecordedontheConsolidated
Balance Sheets as ofDecember 3 I , 20 1 8 and 20 I 7.

We are subject to income taxation in the United States and various state jurisdictions; primarily Indiana, Pennsylvania, Kentucky, Massachusetts, Maryland
and Virginia.

We participate in the IRS CAP which provides the opportunity to resolve tax matters with the IRS before filing each year's consolidated federal income tax
retum. AsofDecember3l,20l8, tax years through 2017 have been audited and are effectively closed to furtherassessment. The audit oftax year2018 under
the CAP program is expected to be completed in 201 9.

The statute oflimitations in each ofthe state jurisdictions in which we operate remains open until the years are settled for federal income tax purposes, at
which time amended state income tax retums reflecting all federal income tax adjustments are filed. As of December 31, 2018, there were no state income tax
audits in progress that would have a material impact on the consolidated financial statements.
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I 1 . Pension and Other Postretirement Benefits

We provide defined contribution plans and noncontributory defined benefit retirement plans that cover certain ofour employees. Benefits under the defined
benefit retirement plans reflect the employees'compensation, years ofsewice and age at retirement. Additionally, we provide health care and life insurance

benefits for certain retired employees. The majority ofemployees may become eligible for these benefits ifthey reach rctirement age while working for us.

The expected cost ofsuch benefits is accrued during the employees'years ofservice. Currcnt rates ofrate-regulated companies include postretirement benefit
costs, including amortization ofthe regulatory assets that arose priorto inclusion ofthese costs in rates. Formost plans, cash contributions are remitted to
grantor trusts.

Our Pension and Aher Postrelirement BeneJit Plans'Asset Managentezl. We employ a liability-driven investing strategy for the pension plan, as noted
below Amix of equities and fixed income investments are used to maximize the longterm retum of plan assets and hedge the liabilities at a prudent level of
risk. We utilize a total retum investment approach forthe otherpostretirement benefit plans. Risk tolerance is established through careful consideration of
plan liabilities, plan funded status, and asset class volatility. The investment portfolio contains a diversified blend ofequity and fixed income investments.
Furthermore, equity investments are diversified across U.S. and non-U.S. stocks, as well as growth, value, small and large capitalizations. Other assets such as

private equity funds are used judiciously to enhance long-term retums while improving portfolio diversification. Derivatives may be used to gain market
exposure in an efficient and timely manner; however, derivatives may not be used to leverage the portfolio beyond the market value ofthe underlying assets.

Investmeut risk is measured and monitored on an ongoing basis through quafierly investment portfolio reviews, annual liability measurements, and periodic
asset/liabi lity studies.

We utilize a building block approach with properconsideration ofdiversification and rebalancing in determining the long-term rate ofretum forplan assets.

Historical markets are studied and long-term historical relationships between equities and fixed income are analyzed to ensure that they are consistent with
the widely accepted capital market principle that assets with higher volatility generate grcater retum over the long run. Cunent market factors, such as

inflation and interest rates, are evaluated before long-term capital market assumptions are determined. Peer data and historical retums arc reviewed to check
for reasonability and appropriateness.

The most impodant component ofan investment strategy is the portfolio asset mix, orthe allocation between the various classes ofsecurities available to the
pension and other postretirement benefit plans for investment purposes. The asset mix and acceptable minimum and maximum ranges established for our plan

assets represents a long-term view and are listed in the table below.

In 2012, a dynamic asset allocation policy for the pension fund was approved. This policy calls for a gradual reduction in the allocation ofretum-seeking
asscts (equities, real estate and private equity) and a conesponding increase in the allocation ofliability-hedging assets (fixed income) as the funded status of
the plans increase above 90o/o (as measured by the market value ofqualified pension plan assets divided by the projected benefit obligations ofthe qualified
pension plans). During 2017,a5277 million discretionary contribution was made to tbe pension plans. Anew asset-liability study was completed in 2018
resulting in a more conservative glide path and an increase in the allocation to liability-hedging assets held in the portfolio.

As ofDecember 31, 2018, the asset mix and acceptable minimum and maximum ranges established by the policy for the pension and otherpostretirement
benefit plans are as follows:

Asset Mix Policy of Funds:

Defined Benefit Pension Plan Postretirement Benefi t Plan

Asset Category Minimum Maximum Minimum Maximum

Domestic Equities

IntemationaI Equities

Fixed I-ncome

Real Estate

Short-Term lnveslments/Other

12%

6%

59%

0%

o%

32o/o

t6%

7t%

7%

l5o/o

0%

0%

20%

0%

0%

55%

25%

100%

0%

10%
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As ofDecember 31,2017, the asset mix and acceptable minimum and maximum ranges established by the policy forthe pension and otherpostretirement
benefit plans were as follows:

Asset Mix Policy ofFunds:

Defined Benefit Pension Plan Postretirement Benefi t Plan

Asset Category Minimum Maximum Minimum Maximum

Domestic Equities

Intemational Equities

Fixed Income

Diversified Credit

Real Estate

Short-Term lnvestments

r6%

8%

39%

0%

0%

0%

36% 0%

t8% 0%

5r% 20%

t3% 0%

13% 0%

10% 0%

55%

25%

100%

0%

0%

t0%

Pension Plan and Postretirement Plan Asset Mix at December 3 1, 201 8 and December 3 l, 2017

Defined Benefit
Pension Assets

December 3 l,
201 8

Postretirement December 31,
Benefit Plan Assets 201 8

Asset Class 6n millions) Asset Value % ofTotal Assets Asset Value o/o of Total Assets

Domestic Equities

lntemational Equities

Fixed Income

Real Estate

Cash/Other

355.5

165.5

1,241.9

52.7

52.1

19.0%

8.9%

66.5y"

2.8%

2.8%

78.8

t7.5

115.1

4.9

36.4%

8.t%

53.2o/o

2.3%

Total I,867 .7 100.0% zlo-) 100.0%

Defined Benefit
Pension Assets

December 3 l,
2017

Postretirement
Benefit Plan Assets

December 3 l,
2017

Asset Class ftn millions) Asset Value % ofTotal Assets Asset Value % ofTotal Assets

Domestic Equities

Intemational Equities

Fixed Income

Real Estate

Cash/Other

698.2

351 0

977.6

49.9

83.3

323%
16.2y,

4s.3%

2.3%

1.9%

96.0

39.8

t17.5

9.2

36.6%

15-2%

44.8%

3.4%

Total 2,160.0 t00.0% 262.5 100.0%

The categorization ofinvestments into the asset classes in the table above are based on definitions established by our Benefits Committee.

Fair Value Measurements. The following table sets forth, by level within the fair value hierarchy, the Master Trust and other postretirement benefits
investment assets at fair value as ofDecember 3 l, 20 I 8 and 20 1 7. Assets and liabilities are classified in their entirety based on the lowest level ofinput tlrat is
significant to the fair value measurement. Total Master Trust and other postretirement benefits investment assets at fair value classified within Level 3 were

$ 86.1 million and $9 8.9 million as of December 3 I , 2 0 I 8 and December 3 | , 2017 , respectively. Such amounts were approximately 4Y" of the Master Trust
and other postrctirement benefits' total investments as reported on the statement of net assets available for benefits at fair value as of December 3 I , 2 0 I 8 and
20t7.
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Level I Measurements

Most common and preferred stocks are traded in active markets on national and intemational securities exchanges and are valued at closing prices on
the last business day ofeach period presented. Cash is stated at cost which approximates fairvalue, with the exception ofcash held in foreign currencies
which fluctuates with changes in the exchange rates. Shoft-term bills and notes are priced based on quoted market values.

Level 2 Measurements

Most U.S. Govemment Agency obligations, mortgage/asset-backed securities, and corporate fixed income securities are generally valued by
benchmarking model{erived prices to quoted market prices and trade data for identical or comparable securities. To the extent that quoted prices are
not available, fair value is determined based on a valuation model that includes inputs such as interest rate yield curves and credit spreads. Securities
traded in markets that are not considered active are valued based on quoted market prices, broker or dealer quotations, or altemative pricing sources
with reasonable levels ofprice transparency. Other fixed income includes futures and options which are priced on bid valuation or settlement pricing.

Level 3 Measuretnents

Private equity investment strategies include buy+ut, venture capital, growth equity, distressed debt, and mezzanine debt. Private equity investments
are held through limited partnerships.

Lirnited partnenhips are valued at estimated fair market va.lue based on their proportionate share ofthe partnershiprs fair value as recorded in the
partnerships'audited financial statements. Partnership interests rcpresent ownership interests in private equity funds and real estate funds. Real estate
pa(nerships invest in natural resources, commercial real estate and distressed real estate. The fairvalue ofthese investments is determined by reference
to the funds'underlying assets, whicb are principally securities, private businesses, and real estate properties. The value ofinterests held in limited
partnerships, other than securities, is determined by the general partner, based upon third-party appraisals ofthe underlying assets, which include inputs
such as cost, operating results, discounted cash flows and market based comparable data. Private equity and real estate limited partnerships typically
call capital over a three to five yearperiod and pay out distributions as the underlying investments are liquidated. The typical expected life ofthese
limited partnerships is I 0-l 5 years and these investments typically cannot be redeemed prior to liquidation.

Not ClassiJied

Commingled funds that hold underlying investments that have prices which are derived from the quoted prices in active markets are not classified
within the fair value hierarchy. Instead, these assets are measured at estimated fair value using the net asset value per share ofthe investments. The
funds'underlying assets are principally marketable equity and fixed income securities. Units held in commingled funds are valued at the unit value as

reported by the investment managers.

For the year ended December 3 I , 20 1 8, there were no significant changes to valuation techniques to determine the fair value of our pension and other
postretirement benefits' assets
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Fair Value Measurements at December 3 1. 201 8:

(in millions)
Decernber 3 l,

2018

Quoted Prices in Active
Markeb for

Identical Asseb
(lpvel l)

Significant Other
Observable loputs (Level 2)

Sipificant
Unobservable Inputs

(kvel3)
Pension plan assets:

Cash

Eqr.lity securities

U S equities

Fked incomc sccurities

Govemment

Corporate

Mutual Funds

U.S multi-stategy

lntemational equities

Fixed income

Privarc cquity limited partrerships

U.S. multi-stategy{r)

lntcmational multi-strategy(2)

Dishessed opportunities

Real estate

Combgled fundsil)

Short-tem money mtrkels

U.S. equities

Intemational equities

Fixed income

Pension plan assets subtotal

0492 8.8 $

0.202

250.2

442 8

ll03
+).L

166.8

18.5

| /..J

)/- |

18 3

245.2

122.3

365 7

l,860 3

110.3

43.2

I 66.8

250.2

442 8

693 4

18.5

l2 )
1A

52.1

329.3 86. l

Other postretirement benefit plan assets:

Mutual funds

U S. equities

lntemational equities

Fixed income

Comhgled funds(:)

Short-term money markets

U.S. equities

68.4

l'1.5

I14.8

5.2

r04

68.4

17.5

I14.8

Other postretirement benefit plan assets
subtotal 2)6 3 200.'t

Due to brokers, net{a)

Accrued income/dividends

(t.t)
8.6 8.6

(l.l)

Total pension and other postretiremenl
benetit plan assets 2.084.1 $ 538.6 $ 692.3 $ 86. I
(|)ThisclmhcludeslinitedparmershipVfundoffndsthatinvestinadiverseportfolioofprivateequitystatcgics,includingbuy.outs,venfrecapital,
situations and secondary makets, primuily inside thc United Scates.
(2tThisc|assincludeslinitedparhershipJfundoff:ndsthatinvestindivcrrporfolioofprivatce4uitystrategies,includingbuy-outs,venturecaPi
and scondary muketg prinrily outside the United States.
(3) Tbis class of invesErents is measured at fair value using the net asset value per shue md has not been classified in the fair value hieruchy.
6) This class represents pending trades with brokers.
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The table below sets forth a surnmary ofchanges in the fair value ofthe Plan's Level 3 assets for the year ended December 3 1, 20 1 8:
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Balance at
Balance at
January l,

201 8

Total gains or
losses (unrealized

Private equity limited parmerships

U.S. multi-strategy

International multi-stategy

Distressed opportunities

Real estate

26.7

19. I

Purchases

24 07 (il 3)

(0 6) (6 0)

2018

18.5

12.5

2.4

52.7

32 (08)

49.9 t.7 l8 (0.7)

Toel 98.9 $ 2.7 $ 2.5 $ (18.0) $ 86.1

The table below sets forth a zummary of unfunded commitments, redemption frequency and redemption notice periods forcertain investments that arc
measured at fair value using the net asset value per share for the year ended December 3 I , 20 I 8:

(in millions) Fair Value
Redernption Redemption Notice
Frequency Period

Commingled Funds

Short-tenn money mtrkets

Intemational equities

Fixed income

$ 23.5 Daily

122.3 Monthly

365.7 Monthly

U.S. equities 255.6 Monthly

I day

3 days

I 0-30 days

3 days..t:;"!'2,

Toal 767.1
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Fair Value Measurements at December 3 I , 201 7:

(in nillions)
Decenber 31,

2017

Quoted Prices in Active
Markes for Identical Asseb

(kvel 1)

gignificant Other
Observable Inputs (Lorcl 2)

Significant
Unobservable hpub

(kvel3)
Pension plan assets:

Cash

Equity securities

U S equities

Fixed income securities

Govemment

Corporate

Mutual Fuds

U S multi-su'ategy

lntemational equities

Fixed income

Privatc equity limited partnerships

U.S multi-stategYtt

Intcrnational multi-strategy(:)

D ist'essed opportunities

Real Estate

Commingled funds(3)

Short-tem money mtrkets

U.S. equities

Intemational equities

Fixed income

9.7 S

0.3

143.4

JJZ.O

231.5

85.8

242.3

26.7

l9.l

499

34.1

466.6

265.1

244.9

9.7 S

0.3

143.4

332.6

231.5

8s.8

LqZ.J

26,7

19.1

5.2

499

Pension plan assets subtotsl 2,155.2 569 6 476.0 98.9

Other postretiremetrt benefit plan assets:

Mutual funds

U.S. equities

Intemational equities

Fked income

Comminglcd fundst:)

Short-term money mrkets

U.S cquitics

83.8

39.8

tt7.3

9.4

122

83.8

39.8

I17.3

Other postretirement benefit plan assets
su btotal 262.5 240 9

Due to brokers, ne(a)

Accnre.d investnent incomeidividends

(2.s)

Total pension and other postretlrement
benefit Dhn assets S 2,422.s 810.5 416.0 $ 98.9

s that invest in a private equity venture special
situations ild scondary muke6, primrily inside the United States.
e)ThisclusincludeslimitedparoerslripVfundoffndsthatinvestinadiversePortfo|ioofpriYateequitystr8tegieqincludingbuy-outs,venturec8pil'
situations aDd secondary mukets, primarily outside the Unit€d Siares.
o) This class of invealmeDts is measured at fair value using the net ast value per sbde md has not been classified in the fair value hierachy-
6) This class represents pmding tades with brokers.
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The table below sets forth a sunrmary of changes in the fair value of the Plan's Level 3 assets for the year ended December 3 I , 20 I 7:

Balance at Total gams or
January l, losses (unrealized

2017 lrdiznd) Purchases (Sales) 2Ol7

Balance at

December 3 t,

Fixed income secuitiqs

Other fxed income

Private equity limited partrerships

U.S. multi-stategy

Intemational multi-strategy

Dis tress opportunities

Real estate

s 0.1 $ (o.l)$-s-$-

34.8

24.9

4.1

9.2

2.1

1.1

0.4

(0.6) 42 | (0 8)

0.9 (l l,l) 26.7

0.1 (7.0) 19.1

( r .3) 3.2

49.9

Total $ 73.1 $ 2.9 $ 43.1 $ (20.2)$ 98.9

The table below sets forth a summary of unfunded commitments, redemption fiequency and redemption notice periods for certain investments that are

measured at fair value using the net asset value per share for the year ended December 3 1, 20 I 7:

(in nillions)
Redemption Redemption Notice

Fair Value Frequency Period

Commingled Funds

S hort-term money markets

U.S, equities

lntematjonal equities

Fixed income

$ 43.5 Daily I day

478.8 Monthly 3 days

265.1 Monthly 14-30 days

244.9 Monthly 3 days

Total $ 1,032.3
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Our Pension and Aher Postretirement Beneft Plans'Funded Status and Relaled Disclosure. The following table provides a reconciliation ofthe plans'
funded status and amounts reflected in our Consolidated Balance Sheets at December 3 1 based on a December 3 I measurement date:

Pension Benefits Otber Postretirement Benefi ts

(in millions) 20r8 2017 201E 2017

Change in projected benefit obligation(r)

Benefit obligation at beginning ofyear

Service mst

Interest cost

Plm participants' contributions

Plal amendments

Actuarial (gain) loss

Settlement loss

Benefis paid

Estimated benefits paid by incuned subsidy

2,192.6 $

31.3

67.1

0.2

(103.9)

0.8

(206.8)

2,165 8 $

30.0

683

0.9

9E3

1.6

(t72 3)

556.3 S

5.0

17.6

5./

0.1

(s1.7)

(41.r)

0.6

529.0

48

17.8

51

1.6

362

(3e 3)

05

Projected benefit obligation at end ofyear 1,981.3 S 2.192.6 $ 492.5 5s6.3

Change in plan assets

Fair value ofplan assets at beginning ofyear

Achral (loss) retum on plan assets

Employer contibutions

Plan participants' contibutions

Benefis paid

2,160.0 $

(88.4)

2.9

(206.E)

1,750 9 $

299 |

282.3

(172 3)

262.5

(31.8)

21.0

s.7

(41.1)

231.4

JJ. I

J t_o

5.7

(39.3)

Fair value of plan assets at end ofyear r,867.7 S 2,160 0 $ 216.3 262.5

Funded Status at end ofyear (113.6) $ (32.6\ $ (276.2) (293.8)

Amounts recognized in the statement of
fmancial position consist of:

Noncurent ilsets

Cunent liabilities

Noncurrent liabilities

(3.0)

(l 10.6)

98

(2.8)

(3e 6)

(0.8)

(27s.4\

(0.7)

(293.t)

Net amount recognized at end ofyeai2) (113.6) $ (32.6) s (276.2) (2e3 8)

Amounts recognized in accumulated other comprehensive income
or regulatory assetniabi[qyl3)

Unrecognized prior service credit $

Umecognized actuarial los s

1t

761.2

2.5 S

692.9

(re.0)

75.3

(23. l)
842

Net amount recognized at end ofyear 764,4 $ 69s.4 S 56.3 $ 61.1
(r) The change in beneft obligation for Pension
represents the change in accumulated postretirement benefit obligation
(2)WerecognizeourConso1idaledBa]anceSheetsunderfundedandoverfunded5tafsofourvariousdefnedbeneftpostretirementpIans,measured

value of the plan asrets and the benefit obligation

recorded regulatory assets ud liabilities of $798.3 million and $0.1 million, respectively, c of December 31, 2018, and S733 5 million and $0.1 million, respectively, as of
December 31, 2017 that would otherwise have been recorded [o accumulated other comprehensive los.

Ouraccumulatedbsnefitobligationforourpensionplanswas$1,965.6millionand$2,170.4 millionasofDecember3l,20l8 and.20lT,respectively.The
accumulated benefit obligation as ofa date is the actuarial present value ofbenefits attributed by the pension benefit formula to employee service rendered
prior to that date and based on curent and past compensation levels. The accumulated benefit obligation differs from the projected benefit obligation
disclosed in the table above in that it includes no assumptions about future compensation levels.

Our pension plans were underfunded by$113.6 million atDecember 31,2018 compared to being underfunded, in aggregate, by$32.6 million at
December3l,2017.The decline in the funded status was due primarily to unfavorable asset retums offset by an increase in discount rates. We contributed
$2 9 million and $282.3 million to our pension plans in 201 8 and 201 7, respectively.

86



Table ofContents
NISOURCE INC.
Notes to Consolidated Financial Statements

Exhibit No. 403
Attachment B

Page 88 of 1 38
Witness: P.R. Moul

ITEM 8. FINANCLAL STATEMENTS AND SII?PLEMENTARY DATA (continued)

Our other postretirement benefit plans were underfundedby$276.2 million atDecember3l,20l8 compared to being underfunded by$293.8 million at

December 3 | , 201 7. The improvement in funded status was primarily due to employer contributions and an increase in discount rates, offset by unfavorable
asset retums. We contributed $21.0 million and $3 1.6 million to our other postretirement benefit plans in 2018 and 2017, respectively.

No amounts ofour pension or other postretirement benefit plans' assets are expected to be retumed to us or any ofour subsidiaries in 20 1 8.

In 2018 and2017, some ofour qualified pension plans paid lump sum payouts in excess ofthe respective plan's service cost plus interest cost, thereby
meeting the requirement for settlement accounting. We recorded settlement charges of $ I 8.5 million and $ I 3.7 million in 201 8 and 201 7, respectively. Net
periodic pension benefit cost for 20 I 8 was increased by 53.0 million as a result ofthe interim remeasurement.

The following table provides the key assumptions that were used to calculate the pension and other postrctirement benefits obligations for our various plans
asofDecember3l:

Pension Benelits Other Postretirement Benefi ts

2018 2017 201 8 2017

Weighted-avera ge assumptions to Determine Benefi t Obligation

Discount Rate

Ratc of Compensation Increases

Health Care Trend Rates

Trend for Next Year

Ultimate Trend

Year [Jltimate Trend Reached

4.260/0

4.000

3.58%

4.00%

4.3loA

8.480h

4.500

2026

3.61%

8.52%

4.50%

2025

Assumed health care cost trend rates have
health care cost trend rates would have the

(in millions)

a significant effect on the amounts reported forthe health care plans.Aone-percentage-point change in assumed

lollowing effects:

l0lo point increase 1% point decrease

Eflect on service and interest components ofnet periodic cost

Eflect on accumulated Dostretirement benefit obliqation

r.3 $

25.0

(l.l)
Q2 0)

We expect to make contributions of approximately $3.0 million to our pension plans and approximately $20.6 million to our postretirement medical and life
plans in 201 8.
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The following table provides benefits expected to be paid in each of the next five fiscal yean, and in the aggregate for the five fiscal years thereafter. The
expected benefits are estimated based on the same assumptions used to measure our benefit obligation at the end ofthe year and include benefits attributable
to the estimated future service of emolovees:

(in nillions) Pension Benefits

Other
Postretirement

Benefits
Federal

Subsidy Receipts

Yea(s)

2019

2020

202r
2022

2023

2024-2028

s t77.4

17 6.0

17 6.s

17 4.4

166.5

7 48.7

S 343 S

35.0

357

3 6.0

358
171.8

0.5

0.5

0.5

0.4

0.4

t.7

The following table provides the components ofthe plans'actuarially determined net periodic benefits cost for each ofthe three years ended December 3 l,
2018.2017 and 2016:

Pension Benefits
Other Postretirement

Benefits

(in rnillions) 2018 2017 2016 2018 2017 2016

Componenh ofNet Periodic Benefit Cosdt)

Service cost

Interest cost

Expected retum on assets

Amortization ofprior sewice cost (crcdit)

Recognized actuarial loss

Settlement loss

31.3 $ 30.0 $

67.1 68.3

(142.3) (123.1)

(0.4) (0.7)

40.6 52.9

18.5 t3 ;7

30.7 S

89.7

(132.e)

(0.2)

6t.2

5.0 $

r7.6

0 4.e)

(4.0)

3.8

4.8 $ 5.0

17.8 22.0

(15.e) (r7.2)

(4.4) (4.e)

3.0 3. r

Total Net Periodic Benefits Cost r4.8 S 41.1 S 48.5 $ 7.5 S s.3 $
(r)Service cost is prernted in "Operatiotr and maintenance" on the Statements of Conmlidated locome (Loss). Non-srvice cost components ie presn ted within "Other, net."

The following table provides the key assumptions that were used to calculate the net periodic benefits cost for our various plans:

Pension Benefits
Other Postretirement

Benelits

201 8 2017 2016 2018 2017

80

2016

Weighted-avera ge Assumptions to Determine Net
Periodic Benefit Cost

Discount rate - service cost(l )

Discount rate - inlgrcsf s65f(l)

Expected Long-Term Rate ofRetum on Plan
Assets

Rate of Comoensation lncreases

3.79o/o

3.lsvo

7.000

4.00Yo

4.40Vo

3.31%

7.25%

4 000h

4.24%

4.24%

8.00%

4-O0Yo

3.8901o

3.270

5.80%

4.58Yo

3.48%

699%

4.13%

4.33%

7.85%

(') lnJanuary20lT,wechangedthemethodusedtoestimatetheserviceaodinterestcomponentsofnetperiodicbenefitcostforpensionando[herpostretirementbenefits.This
change'compuedt,othepreviousmethod,regltedinadecreaseineacnalia||y.d
utilizing a single weighted-average di$ount rate derived from the yield curye used to mea$re tbe benefit obligation at the beginning of the period. For fisal 2017 and beyond, we

now utilize a full yield cune approach to estimate thes componeots by applying the specifc spot rates along the yield cure urd in tbe delerminatioo of the beneft obligation to the

relevmt oroiected cash flows.
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We believe it is appropriate to assume a 7 .00%, and 5.80% rate of retum on pension and other postrctircmcn t plan asscts, rcspectively, for our calculation of
2018 pension benefits cost. Tlrese rates are primarily based on asset mix and historical rates ofretum and were adjusted in the current yeardue to anticipated
changes in asset allocation and projected market retums.

The following table provides other changes in plan assets and projected benefit obligations recognized in other comprehensive income or regulatory asset or
liability:

Pension Benefits
Other Postretirement

Benefits

(in millions) 201 8 2017 201 8 2017

Other Changes in Plan Assets and Projected Benelit Obligations Recognized in
Other Comprehensive Income or Regulatory Asset or Liabilif

Net prior sewice cost $

Net actuarial loss (gain)

Settl ements

Less: amortization ofprior service cost

Less: amortization ofnet actuarial loss

0.2 $

127.5

o8.s)
0.4

(40.6)

0.9 $

(16.r)

(r3 7)

0.7

(s2.e)

0.1 $

(s.0)

4.0

(3.8)

1.6

18.9

4.4

(3.0)

Total Recognized in Other Comprehensive Income or Regulatory Asset or
Liabilig $ 69.0 (r4l.l) $ (4.7) s 21.9

Amount Recognized in Net Periodic Benefits Cost and Other Comprehensive
Income or Regulatory Asset or Liability $ 2.8 27.283.8 (100.0) $

Based on a December 3l measurement date. the net unrccognized actuarial loss, unrecognized prior sewice cost (credit), and unrecognized transition
obligation that will be amortized into net periodic benefit cost during 2019 forthe pension plans are $45.5 mitlion, $0.2 million and zero, respectively, and

for other postretirement benefit plans are $2.4 million, $(3.2) mi llion and zero, respectively.

12. Equity

We raise equity financing through a variety ofprograms including traditional comrnon equity issuances,AIM issuances and prefened stock issuances.As of
December 31, 2018, we had 400,000,000 shares ofcommon stock and 20,000,000 shares ofprefened stock authorized for issuance, ofwhich 372,363,656
shares ofcommon stock and 420,000 shares ofprefered stock are curently outstanding.

Holden ofshares ofour common stock are entitled to receive dividends when, as and ifdeclared by the Board out offunds legally available. The policy of
the Board has been to declare cash dividends on a quarterly basis payable on or about the 20th day ofFebruary, May, August and November We have paid
quarterly common dividends totaling $0.78, S0.70 and $0.64 per share for the years ended December 3 l, 2018, 2017 and,201 6, respectively. Our Board
declared a quarterly common dividend of$0.20 per share, payable on February 20,2019 to holders ofrecord on February 11,2019. We have certain debt
covenants which could potentially limit the amount ofdividends the Company could pay in order to maintain compliance with these covenants. Refer to
Note 14, "Long-Term Debt," for more information.As of December3l,2018, these covenants did not restrict the amount ofdividends that were available to
be paid.

Dividends paid to prefened shareholders vary based on the series ofprefened stock owned.Additional information is provided below. Holden ofour shares
of common stock are subject to the prior dividend rights of holden of our prefened stock or the depositary shares representing such prefened stock
outstanding, and iffult dividends have not been declared and paid on all outstanding shares ofpreferred stock in any dividend period, no dividend may be
declared or paid or set aside for payment on our common stock.

Common and prefened stock activity for2018 and,2017 is described furtherbelow:
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ATM Program and Fonvard Sale Agreements. On May 3,2017, we entered into four separate equity distribution agreements, pursuant to which we were
able to sell up to an aggregate of$500.0 million ofour common stock.

On November 1 3, 20 I 7, under the ATM program, we executed a forward agreement, which allowed us to issue a fixed number of shares at a price to be settled
in the future. On November 6,2018 the forward agreement was settled for$26.43 per share, resulting in$167.7 mitlion of net proceeds. The equity
distribution agreements entered into on May 3,2017 expired December 3 I , 2018.

On November I, 2018, we entered into five separate equity distribution agreements, pursuant to which we may sell, from time to time, up to an aggregate
of $500.0 million ofourcommon stock.

On December 6,2018, undertheATM program described immediately above, we executed a forward agreement which allows us to issue a fixed nulnber of
sharesatapricetobesettledinthefuture FromDecember6,20l8toDecemberl0,20l8,4,T08,098shareswerebonowedfromthirdpartiesandsoldbythe
dealerat a weighted averageprice of$26.55 pershare. We may settle this agreement in shares, cash, ornet shares by December6,20l9.Had we settled all the
slrares under the forward agreement at December 3 I , 20 I 8, we would h ave received approximately $ I 24.8 mi llion, based on a net price of $26.5 I per share.

As ofDecember 31, 2018, the ATM program (including the impacts ofthe aforementioned forward sales agreemcnt) had approximately $309.4 million of
equity available for issuance. The program expires on December 3 I , 2020.

The following table summarizes ouractivity underthe ATM program:

Year Ending December 3 l, 2018 2017 20r6
Number ofshares issued

Avemge price per share

Proceeds, net offees (ln ntillions)

8,883,014

$ 26.8s S

$ 232.s $

n ,931,37 6

26s8 $

314.7 $

Private Placement of Common Stock. On May 4,2018, we completed th e sale of 24,964,1 63 shares of $ 0.0 I par value common stock at a price of $24.2 8 per
share in a private placement to selected institutional and accredited investors. The private placement resulted in $606.0 million of gross proceeds or $599.6
million ofnet proceeds, after deducting commissions and sale expenses. The common stock issued in connection with the private placement was registered
on Form S-l , filed with the SEC on May I I , 201 8

Preferred,Sloct.On June 11,2018, we completed the sale of400,000 shares of5.650% SeriesAFixed-Rate Reset Cumulative Redeemable Perpetual
Prefened Stock (the "SeriesAPreferred Stock") at a price of S1,000 pershare. The transaction resulted in $400.0 million ofgross proceeds or$393.9 million
ofnet proceeds, afterdeducting commissions and sale expenses. The SeriesAPreferred Stock was issued in aprivate placement pursuant to SEC Rule 144A.
On December 13,2018, we filed aregistration statement with the SEC enabling holden to exchange theirunregistered shares ofSeriesAPreferred Stock for
publicly registered shares with substantially identical tcrms.

Proceeds from the issuance ofthe SeriesAPrefened Stock were used to pay a pofiion ofthe notes tendered in June 2018 and the redemption ofthe remaining
notes in July 20 I 8. See Note 1 4, "Long-term Debt" for additional information regarding the tender offer and redemption.

Dividends on the Series A Preferred Stock accrue and are cumulative from the date the shares of Series A Preferred Stock were originally issued to, but not
including, June I 5, 2023 at a rate of 5.65 0% per annum of the $ I ,000 liquidation preference per share. On and after Jun e | 5 ,2023, dividends on the Series A
Preferred Stock will accumulate for each five year period at a percentage of the S I ,000 liquidation preference equal to the five-year U.S. Treasury Rate plus
(i) in respect ofeach five yearperiod commencing on or afterJune 15,2023 but before June 15, 2043, a spread of2.843%o (the "lnitial Margin"), and (ii) in
respect of each five year period commencing on or after June | 5,2043 , the Initial Margin plus 1 .000%. Tlr e Series A Prefened Stock may be redeemed by us
at ouroption on June | 5, 2023,or on each date falling on the fifth anniversary thereafteq orin connection with a ratings event (as defined in the Certificate of
Designation ofthe Series A Prefened Stock).

Holders ofSeries APreferred Stock generally have no voting rights, except for limited voting rights with respect to (i) potential amendments to our certificate
of incorporation that would lrave a material adverse effect on the existing preferences, rights, powers or duties of the Series A Preferred Stock, (ii) th e creation
or issuance ofany security ranking on a parity with the Series A Preferred
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Stock ifthe cumulative dividends payable on then outstanding Series APrefened Stock are in arrean, or (iii) the creation or issuance ofany security ranking
senior to tbe Series APrefened Stock. The Series APreferred Stock does not have a stated matudty and is not subject to mandatory redemption or any sinking
fund. The SeriesAPrefened Stock will remain outstanding indefinitely unless repurchased orredeemed by us.Any such redemption would be effected only
out offunds legally available for such purposes and will be subject to compliance with the provisions ofour outstanding indebtedness. ,
On December 5, 2018, we completed the sale of20,000,000 depositary shares with an aggregate liquidation preference of$500,000,000 under the
Company's registration statement on Form S-3. Each depositary share represents 1/1,0001h ownenhip interest in a share ofour 6.500% Series B Fixed-Rate
Reset Cumulative Redeemable Perpetual Prefened Stock, liquidation preference $25,000 per share (equivalent to $25 per depositary share) (the "Series B
Prefened Stock). The transaction resulted in $500.0 million of gross proceeds ot $486.1 million of net proceeds, after deducting commissions and sale

expenses.

Dividends on the Series B Prefened Stock accrue and are cumulative from the date the shares ofSeries B Prefened Stock were originally issued to, but not
including, March 15, 2024 at a rate of6.500% per annum ofthe $25,000 liquidation preference per share. On and after March 15, 2024, dividends on the
Series B Prefened Stock will accumulate for each five year period at a percentage ofthe $25,000 liquidation preference equal to the five-year U.S. Treasury
Rate plus (i) in respect of each five year period commencing on or after March 15,2024 but before March 15,2044, a spread of 3 .632%o (the "Initial Margin"),
and (ii) in respect of each five yearperiod commencing on orafterMarch 15,2044,the Initial Margin plus 1.000%. The Series B Prefened Stock may be
redeemed by us at our option on March 15,2024, or on each date falling on the fifth anniversary thereafter, or in connection with a ratings event (as defined
in the Certificate ofDesignation ofthe Series B Prefened Stock).

On December 27, 2 0 1 8, we issued 20,000 shares of"Series B-1 Prefened Stock", par value $0.0 1 per share, l i quidation preference $0.0 I per share ('Seri es B-1
Preferred Stock"), as a distribution with respect to the Series B Preferred Stock. As a result, each ofthe depositary shares issued on December 5, 201 8 now
represents a 1/1,0001h ownership interest in a share ofSeries B Prefened Stock and a 1/1,0001h ownership interest in a share ofSeries B-l Prefened Stock. The
Company issued the Series B-l Prefened Stock to enhance the voting rights ofthe Series B Prefened Stock to comply with the minimum voting rights policy
of the New York Stock Exchange. The Series B-l Prefened Stock is paired with the Series B Preferred Stock and may not be transferred, redeemed or
repurchased except in connection with the simultaneous transfer, redemption orrepurchase ofa like number ofshares ofthe underlying Series B Preferred
Stock.

Holders ofSeries B Prefened Stock generally have no voting rights, except for limited voting rights with respect to (i) potential amendments to our certificate
ofincorporation that would have a material adverse effect on the existing preferences, rights, powers or duties ofthe Series B Prefened Stock, (ii) the creation
or issuance ofany security ranking on a parity with the Series B Preferred Stock ifthe cumulative dividends payable on then outstanding Series B Prefened
Stock are in arrean, or (iii) the creation or issuance ofany security ranking senior to the Series B Preferred Stock. In addition, ifand whenever dividends on
any shares ofSeries B Prefened Stock shall not have been declared and paid for at least six dividend periods, whether or not consecutive, the number o{
directors then constituting our Board of Directors shall automatically be increased by two until all accumulated and unpaid dividends on the Series B
Prefened Stock shall have been paid in full, and the holden ofSeries B-1 Prefened Stock, voting as a class together with the holders ofany outstanding
securities ranking on a parity with the Series B-l Prefened Stock and having like voting rights that are exercisable at the time and entitled to vote thercon,
shall be entitled to elect the two additional directors. The Series B Preferred Stock does not have a stated maturity and is not subject to mandatory redemption
or any sinking fund. The Series B Prefened Stock will remain outstanding indefinitely unless repurchased or redeemed by us. Any such redemption would be
effected only out offunds legally available for such purposes and will be subject to compliance with the provisions ofour outstanding indebtedness.

13. Share-Based Compensation

Our stockholders most recently approved the NiSource Inc. 20 I 0 Omnibus lncentive Plan ('Omnibus Plan") at the Annual Meeting of Stockholders held on
May 12,2015. The Ornnibus Plan provides for awards to employees and non-employee directors ofincentive and nonqualified stock options, stock
appreciation rights, restricted stock, restdcted stock units, performance shares, performance units, cash-based awards and otber stock-based awards and
supersedes the long-term incentive plan approved by stockholders on Apri I 13, 1994 (" 1 994 Plan") and the Director Stock lncentive Plan ("Director Plan").
The Omnibus Plan provides that the number ofshares ofcommon stock ofNiSource available for awards is 8,000,000 plus the number ofshares subject to
outstanding awards that expire or terminate for any reason that were granted under either the 1994 Plan or the Director Plan, plus the number ofshares that
werc awarded as a result of the Separation-related adjustments (discussed below).AtDecember 31,2018, there werc3,793,557 shares reserved for future
awards underthe Omnibus Plan.
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We recognized stock-based emp loyee compen sation expense of $ I 5.2 million, $ I 5.3 million and $ I 5. I mi llion, during 201 8, 2017 and 2016, respectively,
as well as related tax benefits of$3.7 million, $5.9 million and $5.8 million, respectively. Additionally, we adopted ASU 2016-09 in the third quarter of
2016. We recognized related excess tax benefits from the distribution ofvested share-based employee compensation of$1.0 million, $4.4 million and $7.2
million in 2018,2017 and 2016, respectively.

As ofDecember 3 l, 2018, the total remaining unrecognized compensation cost related to non-vested awards amountcd to $16 6 million, which will be
amortized over tlre weighted-average remaining requisite service period of I .7 years.

Restricted Stock Units and Restricted Stock. In 2018, we granted 158,689 restricted stock units and shares ofrestricted stock to employees, subject to service
conditions. The total grant date fair value ofthe restricted stock units and shares ofrestricted stock was $3.5 million, based on the average market price ofour
common stock at the date ofeach grant less the present value ofany dividends not received during the vesting period, which will be expensed overthe
vesting period which is generally three years. As ofDecember 31, 2018, \54,799 non-vested restricted stock units and shares ofrestricted stock granted in
2018 were outstanding as ofDecember3l, 201 8.

Restricted stock units and shares of restricted stock gran ted to employees in 2017 and 20 I 6 were immaterial.

If an employee terminates employment before the sewice conditions lapse under the 2016,2017 or2018 awards due to (l) Retirement or Disability (as

defined in the award agreement), or (2) death, the service conditions will lapse on the date ofsuch termination with respect to a pro rata pofiion ofthe
restricted stock units and shares ofrestricted stock based upon the percentage ofthe service period satisfied between the grant date and the date ofthe
termination ofemployment. In the event ofa change in control (as defined in the award agreement), all unvested shares ofrestricted stock and restricted stock
units awarded will immediately vest upon termination ofemployment occurring in connection with a change in control. Termination due to any other reason

will result in all unvested shares ofrestricted stock and restricted stock units awarded being forfeited effective on the employee's date oftermination.

(shares)
Restricted Stock

Units

Weighted Average
Award Date Fair

Value Per Unit ($)

Non-vested at December 3 l, 201 7

Granted

Forfeited

Vested

698,t26

158,689

(6,8e0)

(671 ,24'7\

1 5.09

2t.94

21.42

14.91

Non-vestcd at December 31. 2018 178,678 21.82

Performance Shares. In 2018, we awarded 514,338 performance shares subject to service, performance and market conditions. The service conditions for
these awards lapse on February 26,2021 . The performance period for the awards is the period beginning January I , 20 1 8 and ending December 3 I , 202 0. The
perlormance conditions are based on the aclrievement ofone non-GAAP financial measure and additional operational measures as outlined below.

The financial measure is cumulative net operating eamings per share ('NOEPS), which we define as income from continuing operations adjusted for certain
unusual or non-recurring items. The number ofcumulative NOEPS shares determined using this measure shall be increased or decreased based on our relative
total shareholder retum, a market condition which we define as the annualized growth in dividends and share price of a share of our common stock
(calculated using a20 trading day average ofour closing price beginning on December 31,2017 and ending on December 31,2020) compared to the total
shareholderretum ofa predetermined peergroup ofcompanies.Arelative shareholderretum result within the first quartile will result in an increase to the

NOEPS shares of 25o/owhile a relative shareholderretum result within the fourth quartile will result in a decrease of 25%.AMonte Carlo analysis was used to
value the portion ofthese awards dependent on market conditions. The grant date fair value ofthe awards was $9.2 million, based on the average market price
ofNiSource's common stock at the date ofeach grant less the present value ofdividends not received during the vesting period which will be expensed over
the three year requisite service period. As ofDecember 3 l, 20 I 8, 405,255 ofthese non-vested performance shares granted in 20 I 8 remained outstanding.

Ifa threshold level ofcumulative NOEPS financial performance is achieved, additional operational measures which we refer to as the customer value index,
which consists offive equally weighted areas offocus including safety, customersatisfaction, financial, culture and environmental apply. Each area offocus
represents 2002 ofthe customer value index shares and the targets for all areas must be met for these awards to be eligible for 100% payout ofthese awards.

lndividual payout percentages for these shares may
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range from 0%-200% as determined by the compensation committee in its sole discretion. Due to this discretion, these shares are not considered to be granted
underASC 718. The sewice inception date fair value of the awards was $2.4 million, based on the closing market price of our common stock on the service
inception date ofeach award. This value will be reassessed at each reporting period to be based on our closing market price ofour common stock at the
rcporting period date with adjustments to expense recorded as appropriate. As ofDecember 31, 2018, 93,522 of these awards that were issued jn 2018
remained outstanding. The service conditions for these awards lapse on February 2 8, 202 1 .

In2017, we granted 660,750 performance shares subject to service, performance and market conditions. The grant date fair value ofthe awards was $ 12.9
million, based on the average market price ofour common stock at the date ofeach grant less the present value ofdividends not received during the vesting
period which will be expensed overthe three yearrequisite service period. The performance conditions are based on achievement ofnon-GAAP financial
measures similar to those discussed above: cumulative net operating eamings per share for the three-year period ending December 3 I , 20 I 9 and relative total
shareholderretum(calculatedusinga20tradingdayaverageofourclosingpricebeginningonDecember3l,20l6andendingonDecember3l,20l9).Asof
December3l,2018,579,292 non-vested periormance shares granted in2017 remained outstanding. The service conditions forthese awards lapse on
February 28,2020.

In20l6, we granted 647,305 performance shares subject to sewice, performance and market conditions. The grant date fair value of the awards was $12.6
million, based on the average market price ofour common stock at the date ofeach grant less the present value ofdividends not received during the vesting
period which will be expensed overthe three yearrequisite service period. Similarto the above grants, pcrformance conditions forthese awards are based on
achievement ofcertain non-GAAP financial measures: cumulative net operating eamings per share for the three-year period ending December 3 I, 201 8 and
relative total shareholderretum (calculated using a20 trading day average ofourclosing price beginning on December3l,2015 and ending on December
31,2018).As ofDecember31,2018,556,649 non-vested performance shares granted in 2016 remained outstanding. The service conditions forthese awards
lapse on February 28,2019.

(shares)
Performance

Awards

Weighted Average
Grant Date Fair

Value PerUnit (S)tt)

Non-vested at December 3 l, 201 7

Granted

Forfeited

Vested

t,184,773

5 14,33 8

(64,393)

19.52

22.51

26.79

Non-vested at December 31. 2018 1,634,718 20.45
(r )20 I 8 performance shues awrded based on the customer value index are included at repofling date fair value as there awuds have not been granted under ASC 7 t 8 as discussed
above

Non<mployee Direclor Awards. As of May 11, 2010, awards to non-employee directors may be made only under the Omribus Plan. Cunently, restricted
stock units are granted annually to non-employee directors, subject to a non-employee director's election to deferreceipt ofsuch restricted stock unit award.
The non-employee director's annual award ofrestricted stock units vest on the first anniversary ofthe grant date subject to special pro-rata vesting rules'in
tbe event ofretirement or disability (as defined in the award agreement), or death. The vested restricted stock units are payable as soon as practicable
following vesting except as otherwise provided punuant to the non-employee director's election to defer Certain restricted stock units remain outstanding
from the Director Plan. All such awards are fully vested and shall be distributed to the directors upon their separation from the Board.

As ofDecember 3 I , 20 1 8, 142,414 restricted stock units are outstanding to non-cmployee directors under either the Omribus Plan or the Director Plan. OI
th is amount, 53,422 resticted stock units are unvested and expected to vest.

401(k) Match, Profit Sharing and Company Contribution. We have a voluntary 401(k) savings plan covering eligible employees that allows forperiodic
discretionary matches as a percentage of each participant's contributions payable in cash for nonunion employees and generally payable in shares of
NiSource commoD stock for union employees, subject to collective bargaining. We also have a retirement savings plan that provides for discretionary profit
sharing contributions similarly payable in cash or shares ofNiSource conrmon stock to eligible employees based on eamings results; and eligible employces
hired after Janu ary I , 201 0 receive a non-elective company contribution of 3 % of eligibte pay similarly payable in caslr or shares ofNiSource common stock
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For the yean ended December 31,2018,2017 and 2016, we recognized 401ft) match, profit sharing and non+lective contribution expense of $37.6 rnillion,
$37.6 million and $32.3 million, respectively.
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14. Long-Term Debt

Our long-term debt as of December 3 I , 201 8 and 2017 is as follows:

IrDg-t€rm debt type
Maturity as of Deceribet 3 l,

2018
Weighted average
interest rate (%)

Outstanding balance as of
December 31, (ln

millions)

2018 20t7

Senior notes:

NiSource

NiSource

NiSource

NiSource

NiSource

NiSowce

NiSource

NiSource

NiSource

NiSource

NiSource

NiSource

NiSource

NiSource

NiSowce

NiSource

NiSource

NiSorrce

NiSource

March 2018

January 2019

September 2020

Dccember 202 |

Mrch2022

November 2022

February 2023

June 2023

November 2025

May 2027

Dcccmber 2027

December 2040

June 2041

Februry 2042

February 2043

Febru4,2044

February 2045

May 2047

March 2048

215 1

325 I

63.6 63 6

| 80,0

500.0 500.0

250.0 250 0

350.0

265.0 265 0

1,000.0 1,000,0

3.0 30

250.0 250,0

400.0 400 0

250.0 250.0

500.0 500 0

750.0 750.0

500.0 500 0

1,000.0 r,000 0

750.0 750 0

6.40%

6 80%

5 45%

4 45%

6.13%

2 65%

3 85%

3 65%

5 89%

3 49%

6.78%

6.25%

5.95%

s.80%

5 25%

4.80%

5 65%

4 38v,

3 95%

Total scnior notcs $ 6,831.6 $ 7.5169

Medium tem notes:

NiSource

NIPSCO

Columbia of Mmsachusetts

April2022 to Mzy 2027

August 2022 to August 2027

December 2025 to February 2028

7.99%

7 61%

6.30%

49.0 $

68.0

40.0

490

68.0

400

Total medium term notes $ 157.0 $ 157.0

CapiLal leues:

NIPSCO

NiSouce Corporate Services

Columbia of Ohio

Columbia of Virgrnia

Columbia of Kentucky

Columbia of Pennsylvania

Columbia of Mrus achus etts

May 2018

January 2019 to October2022

Octobs 202 1 to June 2038

Jufy 2029 to Decorhq2037

May 2027

August 2027 to June 2036

December 2033 to November 2043

3.95%

3.68%

633%

7.12Yo

3.79%

5 42%

5.48%

11.6

91.5

15.2

0.3

30.0

45.7

38

t.4

88.5

5.2

04
31.0

22.8

Total capial leases 153. I194.3

Pollution contol bonds - NIPSCO April 2019 5.85% 41.0 4t.0

Unmofiized issuance costs md discounts (68.s) $ (71 s)

Total Long-Term Debt $ 7,155.4 S 7,796.5
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Details ofour 20 1 8 long-term debt related activity are summarized below:

. On March 15,2018, we redeemed $275.1 million of 6.40% seniorunsecured notes at maturity.

. In June 201 8, we executed a tender ofier for $209.0 million of outstanding notes consisting of a cornbination of our 6.80% notes due 2019, 5 .45%
notes due 2020, and,6.125% notes due 2022. In conjunction with the debt retired, we recorded a $ I 2.5 million loss on early extinguishment oflong-
term debt, primarily attributable to early redemption premiums.

' On June 11, 2018, we closed our private placement of$350.0 million of3.65olo senior unsecured notes maturing in 2023 which resulted in
approximately $346.6 million ofnet proceeds after deducting commissions and expenses. We used the net proceeds fiom this private placement to
pay a portion ofthe redemption price for the notes subject to the tender offer described above.

. In July 2018, we redeemed $551.1 million of outstanding notes representing the remainder of our 6.80% notes due 2019,5.45% notes due 2020 and
6.125 % notes due 2022. During the third quarter of 20 | 8, we recorded a $3 3.0 million loss on early extinguishment of long-term debt, primarily
attributable to early redemption premiums.

Details ofour 20 I 7 long-term debt related activity are summarized below:

. On March 27,2017, we rcdeemed $30.0 million of 7.86% and $2.0 million of 7.85% medium-term notes at maturity.

. OnApril 3,2017,weredeemed$l2.0million of7.82%,$l0.0million of7,92%,$2.0million of1.93% and$l.0million of7.947omedium-term
notes at maturity.

. OnMay22,20IT,weclosedourplacementof$2.0billioninaggregateprincipalamountofourseniornotes,comprisedof$l.0billion of3.49Yo
senior notes du,e 2027 and $ 1 .0 billion of4.3 750lo senior notes due 2047 . Related to this placement, we settled $950.0 million of aggregate notional
value forward-starting interest rate swaps, originally entered into to mitigate interest risk associated with the planned issuance ofthese notes. Refer
to Note 9, "Risk Management Activities," for additional information.

. During the second quarter of20l7, we executed a tender offer for$990.7 million ofoutstanding notes consisting ofa combination ofour6.400lo
notes due 2018,630% notes due 2019,5.45% notes due 2020,and 6.125% notes dtte2022.ln conjunction with the debt retired, we recorded a

$111.5 million loss on early extinguishment of long-term debt, primarily attributable to early redemption premiums.

. On June I 2, 2017, NIPSCO redeemed $22.5 million of 7.59% medium-term notes at matudty.

. On July 1,2017, NIPSCOredeemed $55.0 million of 5.70% pollution control bonds at maturity.

. On August 4, 20 | 7, NIPSCO redeemed $5.0 million of 7 .02Yo medium-term notes at matudty.

. On September 14,2017, we closed our placement of$750.0 million of3.95% senior notes due 2048. Related to this placement, we settled $750.0
million of aggregate notional value treasury lock agreements, originally entered into to mitigate the interest risk associated with the planned
issuance of these notes. Refer to Note 9, "Risk Management Activities," for additional information.

. On September 15, 2017, we redeemed $210.4 million of 5.25% senior unsecured notes at maturity.

. On Novembet 17 ,2017 ,we closed our placement of $500.0 million of 2.65% senior notes due 2022 to repay a $500.0 million variable-rate term loan
due March 29,2019, Related to this placement, we settled $250.0 million ofaggregate notional value treasury lock agreements originally entered
into to mitigate the interest risk associated with the planned issuance of these notes. Refer to Note 9, "Risk Management Activities," for additional
information.

See Note l8-d "Contractual Obligations," for the outstanding long-term debt maturities at December 31, 2018.

Unamortized debt expense, premium and discount on long-term debt applicable to outstanding bonds are being amortized over the life ofsuch bonds.

We are subject to a financial covenant under our revolving credit facility which requires us to maintain a debt to capitalization ratio that does not exceed
70%. Asimilar covenant in a 2005 private placement note purchase agreement requires us to maintain a debt to capitalization ratio that does not exceed
75%. As of December 3 I . 201 8, the ratio was 61 .4%.
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We are also subject to certain other non-financial covenants under the revolving credit facility. Such covenants include a limitation on the creation or
existence ofnew liens on our assets, generally exempting liens on utility assets, purchase money security interests, preexisting security interests and an
additional subset of assets equal to $ I 50 million. An asset sale covenant generally restricts the sale, conveyance, lease, transfer or other disposition of our
assets to those dispositions that are for a price not materially less than fair market of such assets, that would not materially impair our ability to perform
obligations under the revolving credit facility, and that together with all other such dispositions, would not have a material adverse effect. The covenant also
restricts dispositions to no more thanl0o/o ofourconsolidated total assets on December31,20l5. The revolving credit facility also includes a cross-default
provision, which triggers an event ofdefault under the credit facility in the event ofan uncured payment default relating to any indebtedness ofus or any of
our subsidiaries in a principal amount of $50.0 million or more.

Our indentures generally do not contain any financial maintenance covenants. However, our indentures are generally subject to cross-default provisions
ranging from uncured payment defaults of$5 million to $50 million, and limitations on the incunence ofliens on our assets, generally exempting liens on
utility assets, purchase money security interests, preexisting security interests and an additional subset ofassets capped at l0% ofour consolidated net
tangible assets.

15. Short-Term Borrowings

We generate short-term borrowings from our revolving credit facility, commercial paper program, letter of credit issuances, accounts receivable transfer
programs and term loan borrowings. Each ofthese borrowing sources is described further below.

We maintain a revolving credit facility to fund ongoing working capital requirements, including the provision of liquidity support for our commercial paper
program, provide for issuance ofletters ofcredit and also for general corporate purposes. Our revolving credit facility has a program limit of $ I .85 billion and
is comprised ofa syndicate ofbanks led by Barclays. At December 3 I , 20 1 8 and 20 1 7, we had no outstanding borrowings under this facility.

Our commercial paper program has a program limit ofup to $ I .5 billion with a dealer group comprised ofBarclays, Citigroup, Credit Suisse and Wells Fargo.
At December 3 I , 201 8 and 20'17 , we had $978.0 million and $869.0 million, respectively, of commercial paper outstanding.

As of December 3 I , 201 8 and, 2017 , we had issued $ 10.2 million and $ I I .l million of stand-by letters of credit, respectively. All stand-by letters of credit
were underthe revolving credit facility.

Transfers ofaccounts receivable are accounted for as secured borrowings resulting in the recognition ofshort-term borrowings on the Consolidated Balance
Sheetsintheamountof$399.2millionand$336.TmillionasofDecember3l,20l8and20lT,respectively.RefertoNote lT,"TransfersofFinancial Assets,"
for additi onal'information.

OnApril l8,20l8,weenteredintoamultipledraw$600.0milliontermloanagreementwithasyndicateofbanksledbyMUFGBank,Ltd.Thetermloan
matures Apnl I 7, 2019, at which point any and all outstanding borrowings under the agreement are due. lnterest charged on borrowings d epends on the
variable rate structure we elected at the time of each bonowing. Under the agreement, we bonowed an initial tranche of $ 150.0 million on April 18, 201 8 with
an interest rate of LIBOR plus 50 basis points and a second tranche of $450.0 mi.llion on May 31, 201 8 with an interest rate of LIBOR plus 55 basis points.

Short-term borrowinss were as follows:

At December 31 , (in millions) 201 8 2017

Commercial Papcr weighted averagc interest rate of 2.96%o and 1.97"/o at December 31, 2018 and 2017,
respectiv ely.

Accounts receivable securitization facility bonowings

Term loan weighted-average interest rate of 3 .07% at December 3 I , 20 I 8

978.0 $

399.2

600.0

869.0

336.7

Total Short-Term Borrowings t,977.2 | ,205.7

Othertban forthe term loan and certain commercial paperbonowings, cash flows related to the bonowings and repayments ofthe items listed above are
presented net in the Statements ofConsolidated Cash Flows as their maturities are less than 90 days.
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16. Fair Value

A. Fair Value Measurements

Recurring Fair Value Measurentenls. The following tables present financial assets and liabilities measured and recorded at fair value on our Consolidated
Balance Sheets on a recurring basis and theirlevel within the fairvalue hierarchy as ofDecember3l,2018 and December3l,20l7:

Recurring Fair Value Measurements
December 3 l, 2018 (in millions\

Quoted Prices
in Active Markets Significant Other
forldenticalAssets Observablelnputs

(Levell) (Level2)

Si gn ifi cant
Unobservable

Inputs
(Level 3)

Balance as of
December3l,20l8

Assets

Risk management assets

Avai I able-for-sale securities

S 24.0

r38.3

24.0

r 38.3

Total S 162.3 162.3

Liabilities
Risk manasement liabilities .ll./ fl-/

Total S 51.7 51.7

Recurring Fair Value Measurements
December 3 1, 2017 (in mill io ns)

Quoted Prices
in Active Markets
for Identical Assets

(Level I )

Significant Other
Obser,vable lnputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3)

Balance as of
December3l,2017

Assets

Risk management assets

Available-for-sale sec urities

2t.l
t31.9

2r.l
133.9

Total r55.0 155.0

Liabilities
Risk management liabilities s 7 r.4 UJ 7 r.7

Total 7t.4 0.3 $ 1t.7

Risk management assets and liabilities include interest rate swaps, exchange-traded NYMEX futures and NMvIEX options and non-exchange-based forward
purchase contracts. When utilized, exchange-traded derivative contracts are based on unadjusted quoted prices in active markets and are classified within
Level l. These financial assets and liabilities are secured with cash on deposit with tire exchange; tlrerefore, nonperformance risk has not been incorporated
into these valuations. Certain non+xchange-traded derivatives are valued using broker or over-the<ounte4 on-line exchanges. In such cases, these non-
exchange-traded derivatives are classified within Level 2. Non+xchange-based derivative instruments include swaps, forwards, options and treasury lock
agreements. Lr certain instances, these instruments may utilize models to measure fair value. We use a similar model to value similar instruments. Valuation
models utilize various inputs that include quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar assets or
liabilities in markets that are not active, otherobsewable inputs forthe asset orliability and market<onoborated inputs, (i.e., inputs derived principally from
or corroborated by observable market data by correlation or other means). Where observable inputs are available for substantially the full term ofthe asset or
liability, the instrument is categorized within Level 2. Certain derivatives trade in less act.ive markets with a loweravailability of pricing information and

models may be utilized in the valuation. When snch inputs have a significant impact on the measurement of fairvalue, the instnrment is categorized within
Level 3. Credit risk is considered in the fairvalue calculation ofderivative instruments that are not exchanse-traded. Credit exposures are adiusted to reflect
collateral agreements which reduce exposures. As of
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December 3 I , 20 1 8 and 2017 ,there were no material transfers between fair value hierarchies. Additionally, there \pere no changes in the method or significant
assumptions used to estimate the fair value ofour financial instruments.

We have entered into forward-starting interest rate swaps to hedge the interest rate risk on coupon payments offorecasted issuances oflongterm debt. Tbese

derivatives are designated as cash flow hedges. Credit risk is considered in the fairvalue calculation ofeach agreement.As they are based on obsewable data

and valuations ofsimilar instruments, the hedges are categorized within Level 2 ofthe fair value hierarchy. There was no exchange ofpremium at the initial
date of the swaps and we can settle the contracts at any time. For additional information, see Note 9, "Risk Management Activities."

NIPSCO has entered into long-term forward natural gas purchase instruments that range from five to ten years to lock in a fixed price for its natural gas

customers. We value these contracts using a pricing model that incorporates market-based inlormation when available, as these instruments trade less

frequently and are classified within Level 2 of the fair value hierarchy. For additional information see Note 9, "Risk Management Activities."

Available-for-sale securities are investments pledged as collateral for trust accounts related to our wholly-owned insurance company. Available-for-sale
securities are included within "Other investments" in the Consolidated Balance Sheets. We value U.S Treasury, corporate debt and mortgage-backed
securities using a matrix pricing model that incorporates market-based information. These securities trade less frequently and are classified within Level 2.

Total unrealized gains and Iosses from available-for-sale securities are included in other comprehensive income. The amortized cost, gross unrealized gains

and losses and fairvalue ofavailable-for-sale securities at December3l,201 8 and 201 7 were:

Gross Gross
Amortized Unrealized Unrealized

December 3 1, 2018 (in milli ons) Cost Gains Losses Fair Value

Avail a ble-for-sale securities

U.S. Treasury debt securities

ComorateiOther debt securities

$ 23.6 $ 0.1 $ (0.1) s 23 6

t1'7.7 0.4 (3 4) 1t4.7

Total $ r4r3 $ (3.s) $ 138.30.5 $

Gross Gross
Amortized Unrealized Unrealized

December 3 l, 2017 (in nrilliorts) Cost Gains Losses Fair Value

Ava ilable-for-sale securities

U.S. Treasury debt secunties

Coroorate/Other debt securiti es

$ 26.e $

106.8 0 9

(0.1) $ 268
(0.6) 107.1

Total $ 133.7 $ 0.9 $ (0.7) $ 133.9

Realized gains and losses on available-for-sale securities were irnmaterial for the year-ended December 3 I ,2018 and 2017 .

The cost ofmaturities sold is based upon specific identification. At December 31, 2018, approximately $2.9 million of U.S. Treasury debt securities and
approximately $2.7 million ofCorporate/Other debt securities have maturities ofless than a year.

There are no material items in the fair value reconciliation ofLevel 3 assets and liabilities measured at fair value on a recurrins basis for the vears ended
December3l, 201 8 and 201 7.

Non-recurring Fair Value Measuremenls. There wereno significant non-recuning fair value measurements recorded during the twelve months ended
December 3 l, 20 I 8.

B. Other Fair Value Disclosures for Financial Instruments. The carrying amount ofcash and cash equivalents, restricted cash, notes receivable,
customer deposits and short-term bonowings is a reasonable estimate of fair value due to their liquid or short-tem nature. Our long-term borrowings are

recorded at historical amounts.

The following method and assumptions were used to estimate the fair value of each class of financial instruments.

Long-temt debt. The fair value of outstanding long-term debt is estimated based on the quoted market prices for the same or simjlar securities. Certain
premium costs associated with the early settlement oflong-term debt are not taken into consideration
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in determining fair value. These fair value measurements are classified within Level 2 ofthe fair value hierarchy. For the years ended December 3 I , 20 I 8 and
2017,there was no change in the method or significant assumptions used to estimate the fairvalue oflong+erm debt.

The carrying amount and estimated fairvalues of these financial instruments were as follows:

Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value

At December 3l , (in millions) 20r8 20r8 20t7 2017

Long-term debt (including cunent porlion) $ 7,155.4 $ 7,228.3 $ 7,796.5 $ 8,603.4

17. Transfers ofFinancial Assets

Columbia of Ohio, NIPSCO and Columbia of Pennsylvania each maintain a receivables agrcement whereby they transfer their customer accounts receivables
to third party financial institutions through wholly-owned and consolidated special purpose entities. The three agreements expire between March 2019 and

October 20 I 9 and may be further extended ifmutually agreed to by the parties thereto.

All receivables transferred to third parties are valued at face value, which approximates fair value due to their short-term nature. The amount ofthe undivided
percentage ownership interest in the accounts receivables transferred is determined in part by required loss reserves under the agreements.

Transfen ofaccounts receivable are accounted for as secured bonowings resulting in the recognition ofshort-term bonowings on the Consolidated Balance
Sheets. As ofDecember 3 l, 20 I 8, the maximum amount ofdebt that could be recognized related to our accounts receivable programs is $455.0 million.

The following table reflects the gross receivables balance and net receivables transferred as well as short-term borrowings related to the securitization
transactions as ofDecember 3 I . 2018 and 2017:

At December 3l , (in millions) 2018 201'l

Gross Receivables

Less: Receivables not transferred

$ 694.4 $ 635.3

295.2 298.6

Net receivables transfened $ 399.2 $ 336;7

Short-term debt due to asset securitization s 399.2 $ 336.7

During 20 I 8 and 2017 ,562.5 million and $26.7 million, respectively, was recorded as cash flows fiom financing activities related to the change in short-term
borrowings due to securitization transactions. Fees associated with the securitization transactions were $2.6 million, $2.5 million and $2.3 rnillion for the
years ended December 3 l, 20 18,2017 and 20 I 6, respectively. We remain responsible for collecting on the receivables securitized and the receivables cannot
be transfened to another party.
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A. Contractual Obligations. We have cefiain contractual obligations requiring payments at specified periods. The obligations include long-term debt,
lease obligations, energy commodity contracts and obligations for various services including pipeline capacity and outsourcing of IT services. The total
contractual obligations in existence at December 3 1, 20 I 8 and their maturities were:

20221in nrillions) Tolal 2019 2020 2021 2023 After

Long-term debt rrl

Capital leasestr)

lnterest paymcnts on long-term debt

Operating )easesrll

Energy comnrodity contracts

Service obligations:

Pipcline sewice obligations

IT service obligations

Other sewice obligations

Other Liabilities

$ '1,029.6

6,31 t 7

459

154 3

1,566 '7

2ll0
86.7

41.0

230

31 9.8

I 1.0

99.2

592 3

683

JJ )

$ 63.6 $

225 226

3r8 6 318 6

73 6l

487 7 450 5

600 41 .)

436 96

600.0 $ 5,795.0

19 8 2124

289.0 4.750,1

2 8 t45

510.0 $

22 1

3 r5.0

42

437 5

35.6

260 8 1,337 9

Total contractual obligations $ 17,7s25 $ t,212.3 9e4E $ | 7L44 1 1'7.4 $ 12,1 I0.s
(r) Long-term debt balance excludes unamortized issuance costs and discounts of 568.5 million.
e) Cap ital lease payments shown above are inclusive of irterest totaling $ I I 4.6 million
6)operatinglearbalancesdonotincludeamountsforfcetleasesthatcanberenewedbeyondtheinitja||easetermTbeCompany
term, but the anticipated payments associated with the reneu,als do not nleet the definition of expected minimum lease payments od therefore are not included above Expectcd
payments are $26 7 million in2019,522.4 million in 2020, $16 6 million in 2021,$12 3 nillion in 2022,59 3 million in 2023 and $8 8 million llrereafter

Operating and Capilal Lease Conmitmenls. We lease assets in several areas of our opemtions including fleet vehicles and equipment, rail cars for coal
delivery and certain opeftrtions centers. Payments made in connection with operating leases were $49.1 million in 2018, 549.5 million in 2017 and $52.0
million in 2016, and are primarily charged to opemtion and maintenance expense as incurred. Capital lease assets and related accumulated depreciation
included in the Consolidated Balance Sheets were $213.9 million and $37 I million atDecember 31.2018. and $171.2 million and $32.4 million at
December 3 1, 20 1 7, respectively.

Purchase and Service Obligations. We have entered into various purchase and service agreements whereby we are contractually obligated to make certain
minimum payments in future periods. Our purchase obligations are for the purchase ofphysical quantities ofnatural gas, electricity and coal. Our sewice
agreements encompass a broad range ofbusiness support and maintenance functions which are generally described below.

Oursubsidiaries have entered into various energy commodity contracts to purchase phys.ical quantities ofnatural gas, electricity and coal. These amounts
represent minimum quantities ofthese commodities we are obligated to purchase at both fixed and variable prices. To the extent contractual purchase prices
are variable, obligations disclosed in the table above are valued at market prices as ofDecember 3 I , 20 I 8.

In July 2008, the ILIRC issued an order approving NIPSCO's purchase power agreements with subsidiaries oflberdrola Renewables, Buffalo Ridge I LLC and
Barton Windpower LLC. These agreements provide NIPSCO the opportunity and obligation to purchase up to 100 MW of wind power generated
commencing in early 2009. The contracts extend 15 and 20 years, representing 50 MW of wind power each. No minimum quantities are specified within
tbese agreements due to the variability ofelectricity generation from wind, so no amounts related to these contracts are included in the table above. Upon any
termination of the agreements by NIPSCO for any reason (other than material breach by Buffalo Ridge I LLC or Barton Windpower LLC), NIPSCO may be
required to pay a termination charge that could be material depending on the events giving rise to termination and the timing ofthe termination. NIPSCO
began purchasing wind power in April 2009.

We have pipeline service agreements that provide for pipeline capacity, transportation and storage services. These agreements, which have expiration dates
ranging from 20 19 to 2045 , require us to pay fixed monthly charges.
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NIPSCO has contracts with three major rail operaton providing for coal transpoftation services for which there are certain minimum payments. These sewice
contracts exten d for vari ous p eriods throu gh 202 I .

In May and June 2017, we executed agreements with three separate IT service providers. The new agreements have terms ending at various dates throughout
2022.

Related to the NTSB's safety recommendations issued on November 14,2018 (see "- C. Legal Proceedings" for further detail), we comrnitted to the
installation ofover-pressurization protection devices at all ofthe remaining lowpressure systems in ouroperating footprint. This installation is expected to
result in a capital investment ofapproximately $ I 50 million, This amount is not included in the table above.

B. Guarantees and Indemnities. We and certain subsidiaries enter into various agreements providing financial or performance assurance to third parties
on behalfofcertain subsidiaries as part ofnormal business. Such agreements include guarantees and stand-by letten ofcredit. These agreements are entered
into primarily to suppoft or enhance the creditworthiness otherwise attributed to a subsidiary on a stand-alone basis, thereby facilitating the extension of
sufficient credit to accomplish the subsidiaries' intended corffnercial purposes. At December 3 1, 20 I 8 and 2017 , we had issued stand-by letters of credit of
$ 10.2 million and $ I 1.1 million, respectively, for the benefit of third parties.

C. Legal Proceedings.

On September 13,2018, a series offires and explosions occuned in Lawrence,Andoverand NorthAndove1 Massachusetts related to the delivery ofnatural
gas by Columbia ofMassachusetts. The Greater Lawrence lncident resulted in one fatality and a number ofinjuries, damaged multiple homes and businesses,
and caused the temporary evacuation of significant portions of each municipality. The Massachusetts Govemor's Office declared a state of energency,
authorizing the Massachusetts DPU to order another utility company to coordinate tbe restoration of utility sewices in Lawrence, Andover and North
Andover. The incident resulted in the intemrption of gas for approximately 7,500 gas meters, the majority of which serve residences and of which
approximately 700 serve businesses, and the intemrption ofother utility service more broadly in the area. Columbia ofMassachusetts has replaced the cast
iron and bare steel gas pipeline system in the affected area and restored service to nearly all ofthe gas meters. See " - E. Other Matters - Greater Lawrence
Pipeline Replacement" below for more information.

We are subject to inquiries by federal and state govemment authorities and regulatory agencies regarding the Greater Lawrence Incident. The NTSB, the U,S
Attomey's office and the SEC have pending investigations related to the Greater Lawrence Incident, as described below We are also subject to inquiries from
the Massachusetts DPU and the Massachusetts Attomey General's Office. We are cooperating with all inquiries and investigations. The outcomes and impacts
ofthe current investigations and any future investigations that may be commenced related to such inquiries are uncertain at this time.

NTSB Investigation As noted above, the NTSB is investigating the Greater Lawrence krcident. The parties to the investigation include the PHMSA, the
Massachusetts DPU, Columbia of Massacbusetts, and police and fire fint responden. We are cooperating with the NTSB and have provided information to
assist in its ongoing investigation into relevant facts related to the event, the probable cause, and its development ofsafety recorffnendations.

According to the preliminary public report that the NTSB issued on October I I , 20 1 8, an over-pressurization of a low pressure gas distribution system
occuned tbat was related to work being done on behalfofColumbia ofMassachusetts on a pipeline replacement project in Lawrence. According to the report,
sensing lines detected a drop in pressurc in a portion ofmainline that was being abandoned, causing a regulator to open up and increase pressure in the
system to a level that exceeded the maximum allowable operating pressure ofthe distribution system.

On November 14,2018, the NTSB issued an urgent safety recommendation report regarding naturdl gas distribution system project development and review.
In its report, the NTSB identified certain factors that it believes contributed to the Greater Lawrence Incident and made safety recommendations. The NTSB
recommended that the Commonwealth of Massachusetts eliminate the professional engineer licensure exemption for public utility work and require a

professional engineer's seal on public utility engineering drawings, which is now law in Massachusetts. The NTSB also made recommendations to us related
to engineering plan and constructability review processes, records and documentation, management ofchange processes, and control procedures during
modifications to gas mains. We are in the process of implementing these recommendations. The NTSB investigation is ongoing. While the NTSB
investigation is pending, we are prohibited from disclosing information related to the investigation without approval from the NTSB.
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Since the Greater Lawrence Incident, we have identified, and moved ahead with, new steps to enhance system safety and reliability and to safeguard against
over-pressurization. Some ofthese measures have already been completed and others are in process. These Company-wide safety measures will include
enhanced measures as called for in the NTSB's recommendations. We have committed to a program to install over-pressurization protection devices on all of
our low-pressure systems, the cost of which is described in " - E. Other Matters."

Massachusetts Regulatory and Legislative Motters. The Massachusetts DPU has retained an independent evaluatot to conduct a statewide examination of
the safety of the natural gas distribution system and the operational and maintenance functions of natural gas companies in the Commonwealth of
Massachusetts. Through authority granted by the Massachusetts Govemor under the state of emergency, the Chair of the Massachusetts DPU will direct all
natural gas distribution companies operating in the Commonwealth to fund the statewide examination. The statewide examination is underway and we are in
the process ofresponding to the evaluator's information requests. The independent evaluator is expected to produce a report with recommendations. The
examination is expected to complement, but not duplicate, the NTSB's investigation.

On November 30, 2018, Columbia of Massachusetts entered into a consent order with the Massachusetts DPU in connection with a notice of probable
violation issued in March 2018, stemming from a 2016 report. The Division found that Columbia of Massachusetts violated certain pipeline safety
regulations related to prcssurc limiting and regulating stations in Taunton, Massachusetts. As part of the consent order, Columbia of Massachusetts was fined
$75,000 and entered into a compliance agreement under which it agreed to take several actions related to its pressure regulator stations within various
timeframes, including the adoption of a Pipeline Safety Management System ("SMS"), the American Petroleum lnstitute's (API) Recommended Practice I 173.

Columbia of Massachusetts is complying with the order.

On December 18,2018, the Massachusetts DPUissued an orderrequiring Columbia ofMassachusetts to enterinto an agreement with a Massachusetts-based
engineering firm to monitorColumbia ofMassachusetts'remaining restoration and recovery work in the GreaterLawrence area. The orderrequires Columbia
ofMassachusetts to take measures to ensure that adequate heat and hot water and gas appliances are provided to all affected properties, repave all affected
streets, roadways, sidewalks and other areas in accordance with applicable DPU standards and precedents, consult with the afiected communities and discuss
plans for restoring affected hard or soft surfaces, and replace all gas boilen and fumaces and other gas-fired equipment at affected residences. Under the orde4
all restoration wor{< beginning in 2019 is required to be completed no laterthan October3l,2019, unless an earlierorlaterdate is agreed to with any ofthe
affected communities. We have agreed to complete tbe work by September 15, 2019. Also, under the orde4 Columbia of Massachusetts will be required to
maintain quantitative measures, which must be verified by ofiicials of the affected communities, to track its progress in completing all of the remaining work.
Estimates for the cost of this work are included in the estimated ranges of loss noted below, which is discussed in "- E. Other Matters - Greater Lawrence
Incident Restoration" and " - Greater Lawrence Pipeline Replacement" below. Our failure to adhere to any ofthe requirements in the order may result in
penalties ofup to $ I million per violation.

Under Massachusetts law, the DPU is authorized to investigate potential violations ofpipeline safety regulations and to assess a civil penalty ofup to
$209,000 for a violation of federal pipel ine safety regulations. A separate violation occun for each day of violation up to $2.1 million for a related series of
violations. The Massachusetts DPU also is authorized to investigate potential violations ofthe Columbia ofMassachusetts emergency response plan and to
assess pen alties of up to $250,000 per violation, or up to $20 million per rel ated series of violations. Furthet as a result of the declaration of emergency by
the Govemoq the DPU is authorized to investigate potential violations ofthe DPU's operational directives during the restoration efforts and assess penalties
of up to $ I million per violation. The timing and outcome of any such investigations are uncertain at this time.

In December 2018, the President of Columbia of Massachusetts testified before a joint state legislative committee on telecommunications, utilities and
energy with other industry officials about gas system safety in Massachusetts and regulatory ovenight. Increased scrutiny related to these matters, including
additional legislative oversight hearings and new legislative proposals, is expected during the current two-year legislative session.

On December 3 1 , 20 I 8, the Massachusetts Govemor signed into law legislation requiring a certified professional engineer to review and approve gas pipeline
work that could pose a "material risk" to public safety, consistent with the NTSB's recommendation, The Massachusetts DPU has issued interim guidelines
and the existing moratorium has been lifted.

U.S. Department of lustice Investigation The Company and Columbia of Massachusetts are subject to a criminal investigation related to the Greater
Lawrence lncident that is being conducted under the supervision of the U.S. Attomey's Office for the District of Massachusetts. The initial grand jury
subpoenas were served on the Company and Columbia of Massacbusetts on September 24,2018. The Company and Columbia of Massachusetts are
cooperating with the investigation. We are unable to estimate the
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amount (or range of amounts) of reasonably possible losses associated with any civil or criminal penalties that could be imposed on the Company or
Columbia of Massachusetts.

U.S. Congressional Hearing.In November 201 8, executives of the Company and Columbia of Massachusetts testified at a U.S. Senate hearing regarding the
Greater Lawrence lncident and natural gas pipeline safety. lncreased scrutiny rclated to these matters, including additional federal congressional hearings and
new legislative proposals, is expected in 20 I 9.

SEC Investigatioz. On February 11,2019, the SEC notified the Company that it is conducting an investigation ofthe Company related to disclosures made
prior to the Greater Lawrence Incident. We intend to cooperate with the investigatron.

Privote Actions. Various lawsuits, including several purported class action lawsuits, have been filed by various affected residents or businesses in
Massachusetts state courts against the Company and/or Columbia ofMassachusetts in connection with the Greater Lawrence Incident. A special judge has
been appointed to hear all pending and fu ture cases and the class actions will be consolidated into one class action. On Janu ary 14,2019, the special judge
granted the parties'joint motion to stay all cases for 90 days to allow mediation. The parties are in the process offiling a request with the special judge to
extend this period. The class action lawsuits allege varying causes of action, including those for strict liability for ultra-hazardous activity, negligence,
private nuisance, public nuisance, premises liability, trespass, breach ofwananty, breach ofcontract, failure to wam, unjust enrichment, consumer protection
act claims, negligent and reckless infliction ofemotional distress, and gross negligence, and seek actual compensatory damages, plus treble damages, and
punitive damages. Many residents and business owners have submitted individual damagle claims to Columbia of Massachusetts. We also have received
notice Aom three parties indicating an intent to assert wrongful death claims. In Massachusetts, punitive damages are available in a wrongful death action
upon proof of gross negligence or willful or reckless conduct causing the death. In addition, the Commonwealth of Massachusetts and the municipalities oI
Lawrence, Andover and North Andover are seeking reimbursement from Columbia ofMassachusetts for their respective expenses incurred in connection with
the GreaterLawrence Incident. The outcomes and impacts ofthe private actions are uncertain at this time.

Financial Intpacr. During the year ended December 3 1, 20 I 8, we expensed approximately $75 7 million for estimated third-party claims related to the Greater
Lawence Incident, including, but not limited to, personal injury and property damage claims, damage to infrastructure, business intemrption claims, and
other damage claims, which include mutual aid payments to other utilities assisting with the restoration effort; gas-fueled appliance replacement, repair and
related services for impacted customers; temporary lodging for displaced customers; evacuation expense claims; and claims-related legal fees. We estimate
that total costs related to third-party claims resulting from the incident will range from$757 million to $790 million, depending on the final outcome of
ongoing reviews and the numbeq nature, and value ofthird-party claims. The amounts set forth above do not include non<laims related expenses resulting
from the incident or the estimated capital cost ofthe pipeline replacement, which is set forth in " - E. Other Matters - Greater Lawrence Incident Restoration"
and " - Greater Lawrence Pipeline Replacement," respectively, below.

The process for estimating costs associated with third-party claims relating to the Greater Lawrence Incident requires management to exercise significant
judgment based on a number of assumptions and subjective facton. As more information becomes known, including additional information resulting from
the NTSB investigation, management's estimates and assumptions regarding the financial impact ofthe Greater Lawrence Incident may change. The increase
in estimated total costsrelated to third-party claims fromthose disclosed in ourForm 10-Q forthe quarterended September30,2018 resulted primarily from
receiving additional information regarding the required scope ofthe restoration work inside the affected homes and the extended period oftime overwhich
the restoration work would take place.

It is not possible at this time to reasonably estimate the total amount of any expenses associated with govemment investigations and fines, penalties or
settlements with govemmental authorities, including the Massachusetts DPU and otherregulators, that we may incur in connection with the Greater Lawrence
Incident. Therefore, the foregoing amounts do not include estimates ofthe total amount that we may incur for any such fines, penalties or settlements.

Expenses described above are presented within "Operation and maintenance" in our Statements ofConsolidated Income.

We maintain liability insurance for damages in the approximate amount of $800 million and property insurance for gas pipelines and other applicable
property in the approximate amount of$300 million. Total expenses related to the incident have exceeded the total amount ofliability insurance coverage
available underourpolicies. Certain ofthese expenses may be covered underourproperty insurance. While we believe that a substantial amount ofexpenses
related to the Greater Lawrence lncident will be covered by insurance, insurers providing propefiy and liability insurance to the Company or Columbia of
Massachusetts may raise defenses to coverage underthe terms and conditions ofthe respective insurance policies which contain various exclusions and

conditions that could limit the amount of insurance proceeds to the Company or Columbia of Massachusetts. We are not able to
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estimate the amount ofexpenses that will not be covered or exceed insurance limits, but these amounts could be material to our financial statements. Certain
types of damages, expenses or claimed costs, such as fines or penalties, may be excluded under the policies. An amount of$135 million for insurance
recoveries was recorded through December31,20l8. Ofthis amount, $5 million was collected during 2018. The remaining insurance receivable balance of
$ I 30 million is presented within "Accounts receivable." To the extent that we are not successful in obtaining insurance recoveries in the amount recorded for
such recoveries as ofDecember3l,2018, it could result in a charge against "Operation and maintenance" expense. We are cunently unable to predict the
amount and timing ofadditional future insurance recoveries.

In addition, we are party to certain other claims and legal proceedings arising in the ordinary coune ofbusiness, none ofwhich is deemed to be individually
material at this time. Due to the inherentuncertainty oflitigation, there can be no assurance that the resolution ofany particularclaim orproceeding related
to the Greater Lawrence Incident or otherwise would not have a material adverse effect on our results ofoperations, financial position or liquidity. Ifone or
more ofsuch matters were decided against us, the effects could be material to our results ofoperations in the period in which we would be required to record
or adjust the related liability and could also be material to our cash flows in the periods that we would be required to pay such liability.

D. Environmental Matters. Our operations are subject to environmental statutes and regulations related to air quality, water quality, hazardous waste and
solid waste. We believe that we are in substantial compliance with the environmental regulations cunently applicable to our operations.

It is management's continued intent to address environmental issues in cooperation with regulatory authorities in such a manner as to achieve mutually
acceptable compliance plans. Howeve4 there can be no assurance that fines and penalties will not be incurred. Management expects a significant portion of
environmental assessment and remediation costs to be recoverable through rates for certain ofour companies.

As of December 3l, 2018 and20l7, we had recorded a liability of $ 101.2 million and $ 1l 1.4 million, respectively, to cover environmental remediation at
various sites. The current portion ofthis liability is included in "Legal and environmental" in the Consolidated Balance Sheets. The noncurent portion is
included in "Othernoncunent liabilities." We recognize costs associated with environmental remediation obligations when the incunence ofsuch costs is
probable and the amounts can be reasonably estimated. The original estimates for remediation activities may differ materially from the amount ultimately
expended. The actual future expenditures depend on many facton, including cunently enacted laws and regulations, the nature and extent ofimpact and the
method of remediation. These expenditures are not currently estimable at some sites. We periodically adjust our liability as infomation is collected and
estimates become more refined.

Electric Operations'compliance estimates disclosed beloware reflective of NIPSCO's Integrated Resource Plan submitted to the IURC on October 31,2018.
See section " - E. Other Matten - NIPSCO 201 8 Intesrated Resource Plan." below for additional information.

Air
Future legislative and regulatory prcgnms could significantly limit allowed GHG emissions or impose a cost or tax on GHG emissions. Additionally, rules
that increase methane leak detection, require emission reductions or impose additional requirements for natural gas facilities could restrict GHG emissions
and impose additional costs. NSource will carefully monitor all GHG reduction proposals and regulations.

CPP and ACE Rules. On October 23,2015, the EPA issued the CPP to regulate CO2 emissions from existing fossil-fuel EGUs under section I I 1(d) of the
CAA. The U.S. Supreme Couft has stayed implementation of the CPP until litigation is decided on its merits, and the EPAhas proposed to repeal the CPP. On
August 3 l, 20 I 8, the EPApublished a proposal to replace the CPP with the ACE rule, which establishes guidelines for states to use when developing plans to
reduce CO2 emissions from existing coal-fired EGUs. The proposal would provide states three years after a final rule is issued to develop state-specific plans,
and the EPA would have twelve months to act on a complete state plan submittal. Wthin two yean after a finding of failure to submit a complete plan, or
disapproval of a state plan, the EPA would issue a federal plan. NIPSCO will continue to monitor this matter and cannot estimate its impact at this time.
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CERCLA. Our subsidiaries are potentially responsible parties at waste disposal sites under the CERCLA (commonly known as Superfirnd) and similar state

laws. Under CERCLA, each potentially responsible party cao be held jointly, severally and strictly liable for the remediation costs as the EPA or state, can
allow the parties to pay for remedial action or perform remedial action themselves and request reimbursement fiom the potentially responsible parties. Our
affiliates have retained CERCLA environmental liabilities, including remediation liabilities, associated with certain current and former operations. These

liabilities are not material to the Consolidated Financial Statements.

MGP. Aprogram has been instituted to identifr and investigate formerMGP sites where Gas Distribution Operations subsidiaries orpredecessors may have
liability. The program has identified 63 such sites where liability is probable. Remedial actions at many ofthese sites are being overseen by state or federal

environmental agencies through consent agreements or voluntary remediation agreements.

We utilize a probabilistic model to estimate our future remediation costs related to MGP sites. The model was prepared with the assistance of a third party and
incorporates our experience and general industry experience with remediating MGP sites, We complete an annual refresh ofthe model in the second quarter

ofeach fiscal year. No material changes to the estimated future remediation costs were noted as a result ofthe refresh completed as ofJune 30, 20 1 8. Our total
estimatedliabilityrelatedtothefacilitiessubjecttoremediationwas$97.5millionand$l06.9millionatDecember3l,2018 and20lT,respectively.The
liability represents ourbest estimate ofthe probable cost to remediate the facilities. We believe that it is reasonably possible that remediation costs could
vary by as much as $20 million in addition to the costs noted above. Remediation costs are estimated based on the best available information, applicable
remediation standards at the balance sheet date, and experience with similar facilities.

CCRs. On April 17 ,2015, the EPA issued a final rule for regulation of CCRs. The rule regulates CCRs under the RCRA Subtitle D, which determines them to

be nonhazardous. The rule is implemented in phases and requires increased groundwater monitoring, reporting, recordkeeping and posting of related

information to the lntemet. The rule also establishes requirements related to CCR management and disposal. The rule will allow NIPSCO to continue its
byproduct beneficial use program.

The publication ofthe CCR rule resulted in revisions to previously recorded legal obligations associated with the retirement ofcertain NIPSCO facilities. The

actual asset retirement costs related to the CCR rule may vary substantially from the estimates used to record the increased asset retirement obligation due to
the uncertainty about the compliance strategies that will be used and the preliminary nature ofavailable data used to estimate costs. In addition, to comply
with the n:le, NIPSCO is incurring capital expenditures to modifr its infrastructure and manage CCRs. Capital compliance costs are cunently expected to
total approximately $ 193 million. As allowed by the EPA NIPSCO will continue to collect data over time to determine the specific compliance solutions and

associated costs and, as a result, the actual costs may vary.

NIPSCO filed a petition on November 1,2016 with the IURC seeking approval ofthe projects and recovery ofthe costs associated with CCR cornpliance. On

June 9,2017, NtrSCO filed with the IIJRC a settlement reached with certain parties regarding the CCR projects and treatment of associated costs. The IURC
approved the settlement in an orderon December 13,2017.

Water
ELG. On November 3, 2015, the EPA issued a final rule to amend the ELG and standards for the Steam Electric Power Generating category. The final rule
became effective January 4,2016. Based upon a preliminary study ofthe November 3,2015 final rule, capital compliance costs were expected to be

approximately $170.0 million. Howeveq NIPSCO does not anticipate material ELG compliance costs based on the preferred option announced as part of
NIPSCO's 20 I 8 Integrated Resource Plan (discussed below).

E. Other Matters,

Bailly Generating Station On February 1,2018, as previously approved by MISO, NIPSCO commenced a four-month outage of Bailly Cenerating Station

Unit 8 in order to begin work on converting the unit to a synchronous condenser (a piece ofequipment designed to maintain voltage to ensure continued
reliability on the transmission system). Approximately $15 million of net book value of Unit 8 remained in "Net Utility Plant" as it will remain used and

useful after completion ofthe synchronous condenser, while the remaining net book value ofapproximately S142 million was reclassified to "Regulatory
assets (noncurrent)" on the Consolidated Balance Sheets. On May 31,2018, Units 7 and 8 were retired from sewice. These units had a combined generating

capacity of approximately 460 MW. As a result of the retirement, the remaining net book value of Unit 7 of approximately $103 million was reclassified to

"Regulatory assets (noncunent)" on the Consolidated Balance Sheets.These amounts continue to be amortized at a rz.te consistent with their inclusion in
customer rates. Refer to Note 8, "Regulatory Matters," for additional information.

106



Table ofContents
NISOURCE INC.
Notes to Consolidated Financial Statements

Exhibit No. 403
Attachment B

Page 1 08 of 1 38
Witness: P.R. Moul

ITEM 8. FINANCIAL STATEMENTS AND SIIPPLEMENTARY DATA (continued)

MPSCO Pure Air, NIPSCO had a service agreement with Pure Aiq a general partnership between Air Products and Chemicals, lnc. and First Air Partnen LB
under which Pure Air provided scrubber sewices to reduce sulfur dioxide emissions for Units 7 and 8 at tbe Bailly Generating Station. Payments under tbis
agreement were $8.3 million and $22.0 million forthe yean ended December 31,2018 and 2017, respectively.

As discussed above in "Bailly Generating Station," NIPSCO retired the generation station units sewiced by Pure Air on May 31, 2018. In December 2016, as

allowed by the provisions of the service agreement, NIPSCO provided Pure Air formal Dotice of intent to terminate the service agreement, effective May 3 l,
2018. Providing this notice to PureAirtriggercd a contract termination liability of $16 million which was recorded in fourth quarterof 2016. In connection
with the closure of Bailly Units 7 and 8, NIPSCO paid the termination payment to Pure Air during the second quarter of 201 8. Cash flows associated with this
payment are presented within operating activities on the Statements ofConsolidated Cash Flows.

NIPSCO 2018 Integrated Resource P/aa Multiple factors, but primarily economic ones, including low natural gas prices, advancing cost effective
renewable technology and increasing capital and operating costs associated with existing coal plants, have led NIPSCO to conclude in its October20l8
Integrated Resource Plan submission that NIPSCO's current fleet ofcoal generation facilities will be retired earlier than previous Integrated Resource Plan's
had indicated.

The lntegrated Resource Plan evaluated demand-side and supply-side resource altematives to reliably and cost effectively meet NIPSCO customers'future
energy requirernents over the ensuing 20 yean. The prefened option within the lntegrated Resource Plan retires R.M. Schahfer Generating Station (Units 14,
15, 17, and l8)by 2023 and Michigan City Generating Station (Unit l2)by 2028. These units represent 2,080 MW of generating capacity, eq,ral to 72yo of
NIPSCO's remaining generating capacity (and 100% of NIPSCO's remaining coal-fired generating capacity) after the retirement of Bailly Units 7 and 8

discussed above.

The cunent replacement plan includes renewable sources of energy, including wind, solar, and battery storage to be obtained through a combination of
NIPSCO ownership and PPAs,

In January 2019, NIPSCO executed two 20 year PPAs to purchase 100% ofthe output from renewable generation facilities at a fixed price per MWh. The
facilities supplying the energy will have a combined nameplate capacity of approximately 700 MW NIPSCO's purchase requirement under the PPAs is
dependent on satisfactory approval ofthe PPAs by the IURC. NIPSCO submitted the PPAs to the IURC for approval in February 2019. An IURC order is
anticipated in the second quarter of20l9, Ifapproved by the IURC, payments under tlre PPAs will not begin until the associated generation facilities are

constructed by the owner / seller which is expected to be cornplete by the end of2020.

Also in January 2019, NIPSCO executed a BTA with a developer to construct a renewable generation facility with a nameplate capacity of approximately 100
MW. Once complete, ownership of the facility would be transfened to a partnership owned by NIPSCO, the developer and an unrelated tax equity partner
The aforementioned partnership structure will result in full NIPSCO ownership after the PTC are monetized from the project (approximately 10 years after the
facility goes into sewice). NIPSCO's purchase requirement under the BTA is dependent on satisfactory approval of the BTA by the IURC and timely
completion of construction. The estimated procedural timeline for receiving an IURC order is the same as the aforementioned PPAs with required FERC
filings occurring after receiving the ILJRC order. Construction ofthe facility is expected to be complete by the end of2020.

Grealer Lawrence Incident Resloration. During the year ended December 3 I, 20 I 8, we expensed approximately $ I ,023 million in connection with the
GreaterLawrence Incident. Included in this expense is approximately $757 million forestimated third-party claims associated with the incident as described
above in " - C. Legal Proceedings." The additional $266 million included in the expense recorded includes certain consulting costs, claims center costs,
charitable contributions, labor and related expenses, lodging and meals for employees and contractors, and security costs in connection with the incident. We
expect to incur a total of$330 million to $345 million in such incident-related costs, depending on the incurrence offuture restoration work. The amounts set
forth above do not include the estimated capital cost ofthe pipeline replacement, which is set forth below. The increase in estimated total incident-related
expenses from those disclosed in our Form l0Q for the quarter ended Septenber 30, 2018 resulted primarily from receiving additional information regarding
the exteoded period oftime over which the restoration work would take place, higher than anticipated costs fiom vendon and increased estimates for non-
claims-related legal fees.

We maintain liability insurance for damages in the approximate amount of $800 nillion and property insurance for gas pipelines and other applicable
property in the approximate amount of$300 million. Total expenses related to the incident have exceeded the total amount ofliability insurance coverage
available under our policies. Certain ofthese expenses may be covered under our property insurance- While we believe that a substantial amount ofexpenses
related to the Greater Lawence Incident will be covered by insurance, insurers providing property and liability insurance to the Company or Columbia of
Massachusetts mav raise
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defenses to coverage under the terms and conditions ofthe respective insurance policies which contain various exclusions and conditions that could limit the
amount ofinsurance proceeds to the Company or Columbia ofMassachusetts. We are not able to estimate the amount ofexpenses that will not be covered or
exceed insurance limits, but these amounts could be material to our financial statements. Certain types ofdamages, expenses or claimed costs, such as fines or
penalties, may be excluded underthe policies. As discussed above in "- C. Legal Proceedings," $135 million ofinsurance recoveries were recorded through
December 31, 2018. Of this amount, $5 million was collected during 2018. We are cunently unable to predict the amount and timing of future insurance
recoveries. To the extent that we are not successful in obtaining insurance recoveries in the amount recorded forsuch recoveries as ofDecember31,2018, it
could result in a charge against "Operation and maintenance" expense.

Costs associated with charitable contributions are presented within "Other, Net" in our Statements ofConsolidated lncome. All other expenses incuned are

presented within "Operation and maintenance." Substantially all of the $292 million liability for third-party claims and other incident-related costs
remaining as ofDecember 3 I , 20 I 8 is presented within cunent liabilities in our Consolidated Balance Sheets. The remaining insurance receivable balance of
$ 130 million is presented within "Accounts receivable."

Grester Lawrence Pipeline Replocement. In connection witb the Greater Lawrence bcident, Columbia of Massachusetts, in cooperation with the
Massachusetts Govemor's Office, replaced the entire affected 45-mile cast iron and bare steel pipeline system that deliven gas to approximately 7,500 gas

meters, the majority of which Serve residences and of which approximately 700 serve businesses impacted in the GreaterLawrcnce Incident. This system was
replaced with plastic distribution mains and sewice lines, as well as enhanced safety features such as pressure regulation and excess flow valves at each
premise. At the rcquest of the Massaclrusetts DPU, which was instructed by the Massachusetts Govemor through his executive authority under a state of
emergency, Columbia ofMassachusetts hired an outside contractor to serve as the ChiefRecovery Ofticer forthe GreaterLawrence Incident, responsible for
command, control and communications. Columbia of Massachusetts restored gas sewice to nearly all homes and workplaces in December20l8. Wtth the
restoration and recovery efforts now substantially complete, the service ofthe ChiefRecovery Officer is complete and the next phase ofthe effort is being
managed by Columbia ofMassachusetts under the third party oversight ofa Massachusetts-based engineering firm as set forth above under" - C. Legal
Proceedings."

We incurred approximately $167 million of capital spend for the pipeline replacement during 2018. We estimate this replacement work will cost between
$220 million and $230 million in total. Columbia of Massachusetts has provided notice to its prcpefty insurer of the Greater Lawrence Incident and
discussions around the claim and recovery have commenced. The recovery ofany capital investment not reimbursed through insurance will be addressed in a
future regulatory proceeding. The outcome ofsuch a proceeding is uncertain. In accordance with ASC 980-360, ifit becomes probable that a portion ofthe
pipeline replacement cost will not be recoverable through customer rates and an amount can be reasonably estimated, we will reduce our regulated plant
balance forthe amount ofthe probable disallowance and record an associated charge to eamings. This could result in a material adverse effect to our financial
condition, results ofoperations and cash flows. Additionally, ifa rate order is received allowing recovery ofthe investment with no or reduced retum on
investment, a loss on disallowance may be required.

In addition, we have committed to an approximately $150 million capital investment program to install over-pressurization protection devices on all ofour
low-pressure systems as described above in "{. Legal Proceedings." These devices operate like circuit-breakers, so that ifoperating pressure is too high or
too low, regardless ofthe cause, they are designed to immediately shut down gas to the system. The program also includes installing remote monitoring
devices on all low-pressure systems, enabling gas control cente$ to continuously monitor pressure at regulator stations in real time. In addition, we have
conducted a field suwey ofall regulator stations and initiated an engineering review ofthose regulator stations; we are veriffing and enhancing our maps
and records oflow-pressure regulator stations; and we initiated a process so that our personnel will be present whenever excavation work is being done in
close proximity to a regulator station.
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19. Accumulated Other Comprehensive Loss

The following table displays tlre activity of Accumulated Other Comprehensive Loss, net of tax:

(in nrillions)
Gains and lnsses on Gains and Losses on

Securities(r) Cash Flow Hedges(t)
Pension and OPEB

Itemso)

Accumulated
Oth€r

Comprehensive
Lo ss(r )

Balance as ofJanuary l,2016 $ (0.s) s (1s.5) $ (19.1) $ (3s. r )

Other comprehensive [oss before reclassifi cations

Amounts reclassified from accumulated other comorehensive loss

7l
(0r) ls

0.5

1.0

/.o

1t

Net current-period other comprehensive loss

Balaoce as ofDecember 31. 201 6

(0.1 )

(0.6) $

8.6

(6.e) $

I.5

(11.6) t
10.0

(2s.1 )

Othcr comprehensive income before reclassifi cations

Amounts reclassified from accumulated other comDrehensive loss

0.6

0.2

(24 2)

t.t

1.9

1.5

(2t .7 )

Net current-period other comprehensive income (loss) 1408 (22.s) (18.3)

Bslance as of December 31, 2017 (43.4)0,2 (2e.4) $ (r4.2) S

Other comprehensive income (loss) before reclassifications

Amomts reclcsified fiom accumulated other conorehensive loss

(3 0)

0.4

5 5.8

(33. l)

(4 4) 48.4

(32.7)

Net curont-period other comprehensive income (los) (2 6) 22.7 (4.4) 1 5.7

Reclasification due to adoption ofASU 201 8-02 (Refer to Note 2) (6.3) (3.2) (e.5)

Balance as ofDecember 31,2018 (2.4) $ (13.0) $ (21.8) $ (37.2)

(r)All amounts ue net of tax. Amounts in oarentheses indicate debits.

20. Other. Net

Year Ended December 3 I , (in millions) 20r 8 20r7 2016

Interest Income

AFLTDC Equity

Charitable Contributions(' )

Pension and other postrctirement non-service cost(2)

Interest rate swap settlement gain(r)

Miscellaneous

6.6 $

14.2

(4s3)
18.0

46.2

3.8

4.6 $

12.6

(1e.e)

(10.6)

(0.2)

3.4

I 1.6

(4.s)

(7.e)

(s.6)

Total Other, net 43.5 $ (l 3.5) $ (3.0)
(rllncludes $20.7 million related to the Greater Lawence Inciden!. See Note 18, "Other Commitments md Contingencies" for additional information
eJ See Note 1 I, "Pension and Other Postrettement Benefits" for additional infomation.
QJ See Note 9, 'Rjsk Management Activities" for additional infomation.
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21. Interest Expense, Net

Year Ended December 3 l, (in millions) 2018 2017 2016

Interest on Iong-term debt

Interest on short-term bonowings

Debt d iscount/cost amortization

Accounts receivable securitization fees

Allowance for bonowed funds used and interest capitalized during construction

Debt-based post-in-service carrying charges

Other

342.2 $

3r.8

2.6

(e.r)

(3s.0)

13.1

354.8 $

14.9

7.2

2.5

(6.2)

(36.4)

16.4

352.3

9.2

7.6

z.)
(5.6)

(35.1)

18.8

Total Interest Expense, net 3s33 353.2 $ 349.5

22. SegmentsofBusiness

At December 3 I , 20 I 8, our operations are divided into two primary reportable segments. The Gas Distribution Operations segment provides natural gas

service and transportation for residential, commercial and industrial customers in Ohio, Pennsylvania, Vrrginia, Kentucky, Maryland, Indiana and
Massachusetts. The Electric Operations segment provides electric service in 20 counties in the northem part oflndiana.

The following table provides information about our reportable segments. We use operating income as our primary measurement for each of the reported
segments and make decisions on finance, dividends and taxes at the corporate level on a consolidated basis. Segment revenues include intersegment sales to
alfiliated subsidiaries, which are eliminated in consolidation. Affrliated sales are recognized on the basis ofprevailing market, regulated prices or at levels
provided for under contractual agreements. Operating income is derived from revenues and expenses directly associated with each segment,

Year Ended December 3 l, (in mil I ions) 20 18 2017 2016

Operating Revenues

Gas Distribution Operations

Unaffiliated

Intenesment

3,406.4 $

l3.l
3,087.9 $

14.2

2,818.2

12.4

Total 3,419,5 3,102.r 2,830.6

Electric Operations

Unalfiliated

lntersegment

1,707.4

0.8

|,785.7

0.8

1,660.8

0.8

Total 1,708.2 1,786.5 1,66t.6

Corporate and Other

UnalEliated

Intersegment

0.7

517.6

1.0

5 10.8

13.5

413.3

Total 5183 511.8 426.8

Eliminations (s3 r .s) (525.8) (426.s)

Consolidated Operating Revenues 5,114.5 $ 4,874.6 $ 4492.s
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Year Ended December 3 I , fz millions) 201E 2017 2016

$ (2s4.1) $ 550.1 $ 569.7Gas Distribution Operations

Electric Opcrations

Deprecia tion and Amortization

Gas Distribution Operations

Electric Ooerations

Gas Distribution Operation s

Electric Operations

$ 301.0 $ 269.3 S

$ 13,527.0 $ 12,048.8 $

5,735.2 5,478.6

262.9 277.8

Corporate and Other 35.7 23.2 19 7

Consolidated Depreciation and Amortization $ 599.6 S 570.3 $ 547.1

Assets

252.9

27 4.5

| | ,096.4

$ 1,315.3 $

Electric Operations 4993

Equrty.
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23. Quarterly Financial Data (Unaudited)

Quarterly financial data does not always reveal the trend ofourbusiness operations due to nonrecurring items and
eamings and related components ofrevenue and operating lncome.
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seasonal weather Dattems. which affect

(in nillions, except per share data)
Fint

Quarterttl

Second

Quarted2)

Third
Quarte(rl

Fourth
Quarter<+t

201 8

Operating Revenues

Operating lncome (Loss)

Net Income (Loss)

Prefened Dividends

Net Income (Loss) Available to Common Shareholders

Eamings (Loss) Pcr Sharc

Basic Eamings (Loss) Per Share

Diluted Earnings (Loss) Per Share

1,7s0 8 s

400.6

27 6.1

27 6.1

1,007.0 s

118.4

24.5

(l .3)

l).1

0.07 $

0.07 $

895.0

(3 l s.9)

(33e.s)

(s.6)
/?45 I \

(0.e5)

(0.e5)

|,46t .7

(78.4)

(r 1.7)

(8.1 )
(t e.8)

(0.05)

(0.0s)

0.82

0.81

q

C

s

s

20r7

Operating Revenues

Operating Income

Net Income (Loss)

Eamings (Loss) Per Sharc

Basic Eamings (Loss) Per Share

Diluted Eamings (Loss) Per Share

l,598.6

415.4

zrt.3

0.65

0.65

990;1 $

124.0

(44.4)

(0.r 4) $

t4) $

9t7.0

lll.2
14.0

1 ,3 68.3

270.6

(s2.4)

(0.r6)
(0.16)

0.04 $

0.04 $
(r)Net income for the first quarter of 201 8 was impacted by an interest rate swap sttlement gain of $21 .2 m illion (pretax). See Note 9, "Risk Maagement Activities" for
information.
(2)Netincome for tbe second quaner of20l7 was impacted by a$lll.5 million los (preiax) on m ealy extinguishmenl oflong-term debt. See Note l4, "Long-Term Debt" for
additional informatioo.
€)Netincomeforthethirdqurterof20l8wasimpactedbyaPProximately$462millioninexpenses(pre
loss (pretax) on an ealy extinguishment of long-tem debt. See Nots l8-E, "Other Mat[ers" md Note 14, "Long-Term Debt" for additional infomation.
(a)Netincomeforthefourthquarterof20l8wfimpactedbyapproximately$426millioninexpenses(PIetax,netofinsurancerecoveries)relatedto

Iestoration,partiallyoffsetbyaninteIestIateyaPsett|ementgainof$25.0million(pretax)anda$l20.7millionincometaxbeneftfromue.ups
asmciated with excess defened income taxes. Net income for the fourth quarter of 2017 wa impacted by a$l6l.l million increase in tax expense as a result of implementing the

provisions of the TCJA. See Note l8-8, "Other Matters," Note 9, "Risk Muagement Activities" and Note 10, "lncome Taxes" for additional infomation.
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24. Supplenental Cash Flow Information
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The following table prcvides additional information rcgarding our Consolidated Statements of Cash Flows for the yean ended December 3 I , 2018 ,2017 and
2016:.

Non-cash transactions :

Capital expenditures included in cunent liabilities $ 152.0 $ 173.0 $ 125.3

Assets acquired under a capital lease

Reclassification ofother property to regulatory assets(l)

Asscts recorded for asset retircm.n, o611na1i615(2)

s4.6 I 1.5 4.0

245.3

7E.t 11.4 6.9

Schedule ofinterest and income taxes paid:

Cash paid for interest, net ofinterest capitalized amounts $ 354.2 $ 339.9 S 337.8

Year Ended December 3 l, (dz

Cash oaid for interest. net ofinterest caoitalized amounts

@)Se€ Note 7 'Asset Retirement Obligations'for additional infomation,
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SCHEDTJLE II - VALUATION AI\D QUALIFYING ACCOTJNTS

(S in nillions)

Twelve monahs ended December 31. 2018

Additions

Deductions for
Purposes for

Balance (luged to Cosb Ctarged to Other which Reserueswere Balance
Jm. l,2018 md Expenses AccouDt(r) Cteated Dec. 31,2018

Reserves Deducted in Consolidated Balance Sheet from Assets to
Which They Apply:

Reserve for accounts rcccivablc

Reserve for other investments

s r8.3 g 20.2 $ 43.7 $ 6l.l S 2t.l

-r.0 30

Twelve moDths ended Dec€mber 31,2017

Additions

Deductions for
Purposes for which

Balance Charged to Costs Charged to Other Rescrvcs u,crc Balance
($ in nillions) Jan, 1,2017 and Expenses Account (r) Crcatcd Dcc. 3l,2011

Reserves Deducted in Consolidated Balance Sheet from Assets to
ril4rich They Apply;

Reserveforaccountsrcccivablc $ 23.3 $ 148 $ 391 S 589 $ 18.3

Reserve for other investments 3.0 3 0

Ti{elve moDtbs eDded Daember 3 l, 201 6

Additions

($ in millions)

Deductions for
Purposes for which

Balmce Chdged to Costs Chaged to Other Rcrcryes were Balalce
ln.l,20l6 mdExpenres Account(r) Crated Dec.3l,20l6

Reserues Deducted in Consolidated Balance Sheet fronr Assels to
Which Tbey Apply:

Reserve for accounts receivable S 20.3 $ 19.7 $ 48.5 S 65.2 $ 23.3

Reserve for other investments 3.0 3.0
(r) Charged to Otlrer Accounts rcflects the deferral of bad debt expense to a regulatory aset
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ITEM 9. CIIANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOIJNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

Our chiefexecutive officer and chieffinancial officer are responsible for evaluating the effectiveness ofdisclosure controls and procedures (as defined in
Exchange Act Rules l3a-15(e) and l5d-15(e)). Our disclosure controls and procedures are designed to provide reasonable assurance that the information
required to be disclosed by the Company in reports that are filed or submitted under the Exchange Act are accumulated and communicated to management,
including our chief executive officer and chief financial officeq as appropriate, to allow timely decisions regarding required disclosure and is recorded,
processed, summarized and reported within the time periods specified in the rules and forms of the SEC. Based upon that evaluation, our chief executive
officer and chief financial officer concluded that, as ofthe end ofthe period covered by this report, disclosure controls and procedures were effective to
provide reasonable assurance that financial information was processed, recorded and reported accurately.

Our management, including our chief executive officer and chief financial officeq are responsible for establishing and maintaining intemal control over
financial reporting, as such term is defined under Ru'le I 3a-l 5(f) or Rule I 5d-1 5(f) promulgated under the Exchange Act. However, management would note
that a control system can provide only reasonable, not absolute, assurance that the objectives ofthe control system are met. Our management has adopted the
2013 framework set forth in the Committee of Sponsoring Organizations of the Treadway Commission report, Intemal Control - htegrated Framework, tbe
most commonly used and understood fiamework for evaluating intemal control over financial reporting, as its framework for evaluating the reliability and
effectiveness ofintemal control overfinancial reporting. During 2018,we conducted an evaluation ofourintemal control overfinancial reporting. Based on
this evaluation, management concluded that our intemal control over financial repofiing was effective as ofthe end ofthe period covered by this annual
report.

Deloitte & Touche LLP, our independent registered public accounting finn, issued an attestation repofi on our intemal controls over financial reporting
which is contained in Item 8, "Financial Statements and Supplementary Data."

Chanses in Intemal Controls

There have been no changes in our intemal control over financial repofiing during the most recently completed quarter covered by this report that has
materially affected, or is reasonably likely to materially affect, our intemal control over financial reporting.

MEM 98. OTHER INFORMATION

Not applicable.
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PART III

ITEM IO. DIRECTORS. DGCUTIVE OFFICERS AND CORPORATE GOVERNANCE

Except for the information required by this item with respect to our executive officers included at the end ofPart I ofthis report on Form 10-K the
information required by this ltem 10 is incorporated herein by reference to the discussion in "Proposal I Election ofDirectors," "Corporate Govemance," and
"Section 16(a) Beneficial Ownership Reporting Compliance," of the Proxy Statement for the Annual Meeting of Stockholders to be held onMay 7 ,2019.

ITEM I1. E)GCUTTVE COMPENSATION
The information required by this Item l1 is incorporated herein by reference to the discussion in "Corporate Govemance - Compensation Committee
Interlocks and Insider Participation," "Director Compensation," "Executive Compensation," and "Executive Compensation - Compensation Committee
Report," oftlre Proxy Statement forthe Annual Meeting of Stockholden to be held onMay 7,2019.

The information required by this Item 12 is incorporated herein by reference to the discussion in "Security Ownership ofCerlain Beneficial Ou'ners and

Management" and "Equity Compensation PIan Information" of the Proxy Statement forthe Annual Meeting of Stockbolden to be held on May 7,2019.

ITEM I 3. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS. AND DIRECTOR INDEPENDENCE

The information required by this Item l3 is incorporated herein by reference to the discussion in "Corporate Govemance - Policies and Procedures with
Respect to Transactions with Related Persons" and "Corporate Govemance - Director Independence" ofthe Proxy Statement for the Annual Meeting of
Stockholden to be held on Mav'7.2019.

ITEM I4. PRINCIPAL ACCOLINTING FEES AND SERVICES

The information required by this Item 14 is incorporated herein by reference to the discussion in "lndependentAuditorFees" ofthe Proxy Statement forthe
Annual Meetins of Stockholders to be held on Mav 7.2019.
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ITEM I 5. DC{IBITS. FINANCIAL STATEMENT SC}IEDULES

PART IV

Financial Statements and Financial Statement Schedules
The following financial statements and financial statement schedules filed as a part ofthe Annual Report on Form 10-K are included in Item 8, "Financial
Statements and Supplementary Data."
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Exhibits
The exhibits filed herewith as a part ofthis report on Form l0-K are listed on the Exhibit Index below Each management contract or compensatory plan or
arrangement ofours, listed on the Exhibit Index, is separately identified by an asterisk.

Pursuant to Item 601Q), paragraph (4XiiiXA) ofRegulation S-It certain instruments representing long-term debt ofour subsidiaries have not been included
as Exhibits because such debt does not exceed 10% ofthe total assets ofours and our subsidiaries on a consolidated basis. We agree to fumish a copy ofany
such instnrment to the SEC upon request.

E)GIIBIT
NUMBER DESCRIPTIONOFITEM

(l.l ) Form ofEquity Distribution Agreement (incorporated by reference to Exhibit I .1 to the NiSource Inc. Form 8-
K filed on November I , 20 I 8).

(l .2) Form of Master Forward Sale Confirmation (incorporated by reference to Exhibit 1 2 to the NiSource Inc. Form

&KfiIed on November 1,2018).

(2.1) Separation and Distribution Agreement, dated as of June 3 0, 201 5, by and between NiSource Inc. and Columbi a

Pipeline Group, Inc. (incorporated by reference to Exhibit 2.1 to the Nisource Inc. Form 8-K filed on July 2,
20 I s).

(3.1) Amended and Restated Certificate of Incorporation (incorporated by reference to g[![!g]-!_.,1q..1@fu
Lrc. Form 8-Kfiled on January 26,2018).

(3.2) Bylaws ofNiSource lnc., as amended and restated through January 26,2018 (incorporated by reference to
Exhibit 3.1 to the Nisource Inc. Form 8-Kfiled on January 26,2018).

(3.3) Certificate ofDesignations of5.65% Series A Fixed-Rate Reset Cumulative Redeemable Perpetual Preferred
Stock (incorporated by reference to Exhibit 3.1 of the Nsource Inc. Form 8-K filed on June 12,2018).

Q.4) Form ofCertificate ofDesignations of6.50% Series B Fixed-Rate Reset Cumulative Redeemable Perpetual
PreferredStock(incorporatedbyreferencetoExhibit3.l oftheNiSourcelnc.Form8-KfiledonNovember2g,
20 I 8).

(3.5) Certificate ofDesignations of 6.50Yo Series B Fixed-Rate Reset Cumulative Redeemable Perpetual Prefened
Stock (incorporated by reference to Exhibit 3 .1 of the Nisource Inc. Form 8-K filed on December 6, 201 8).

(3.6) CertificateofDesignationsofSeriesB-l PrefenedStock(incorporatedbyreferencetoExhibit3.l totbe
NiSource Inc. Form 8-K filed on December2T,2018).

(4.1) Indenture, dated as ofMarch |, 1988, by and between Northem Lrdiana Public Service Company CT.IIPSCO)
and Manufacturers Hanover Trust Company, as Trustee (incorporated by reference to Exhibit 4 to the NIPSCO
Registration Statement (Registration No. 3344193)).
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(4.2) First Supplemental lndenture, dated as ofDecember 1, 1991, by and between Northem lndiana Public Servrce
Company and Manufacturers Hanover Trust Company, as Trustee (incorporated by reference to Exhibit 4.1 to
the NIPSCO Registration Statement @egistration No. 33{3870).

(4.3) Indenture Agreement, dated as of February 14,1997 ,by and between NIPSCO lndustries, Inc., NIPSCO Capital
Markets, Inc. and Chase Manhattan Bank as tnrstee (incorporated by reference to Exhibit 4.1 to the NIPSCO
Industries, Inc. Registration Statement (Registration No, 333:22347)).

(4.4) Second Supplemental Indenture, dated as of November l, 2000, by and among NiSource Capital Markets, Inc.,
NiSource Inc., New NiSource Inc., and The Chase Manhattan Bank, as trustee (incorporated by reference to
Exhibit 4.45 to the NiSource Inc. Form 10-K for the period ended December 3 l, 2000).

(4.5) Indenture, dated November 14,2000, among NiSource Finance Corp., NiSource Inc., as guarantor, and The
Chase Manhattan Bank, as Trustee (incorporated by reference to Exhibit 4.1 to the NiSource Inc. Form S-3,
dated November I7,2000 (Registration No. 33349330)).

(4.6) Form of 3.490% Notes due 2027 (incorporated by reference to Exhibit 4.1 to the NiSource Inc. Form 8-K filed on
May 17,2017).

(4.7) Formof 4.375%o Notes due 2047 (incorporated by reference to Exhibit 4.2 to the NiSource Inc. Form 8-K filed on
May 17,2017).

(4.8) Form of 3.950% Notes due 2048 (incorporated by reference to Exhibit 4.1 to the Nisource Inc. Form 8-K filed on
September 8,2017).

(4.9) Form of 2.650% Notes due 2022 (incotponted by reference to Exhibit 4.1 to the Nisource Inc. Form 8-K filed on
November 14,2017)-

(4. I 0) Second Supplemental Indenture, dated as ofNovember 30, 20 I 7, between NiSource Inc. and The Bank ofNew
York Mellon, as trustee (incorporated by reference to Exhibit 4.4 to Post-Effective Amendment No. I to Form S-

3 fi led Novemb er 3 0, 20 | 7 @egistration No . 3 3 3 -2 1 43 60)).

(4.1 l) Third Supplemental hdenture, dated as ofNovembet3O,2017,belween NiSource Inc. and The Bank ofNew
York Mellon, as trustee (incorporated by reference to Exhibit 4.2 to the NiSource lnc. Form 8-K filed on
December 1,2017).

(4.12) Second Supplementai lndenture, dated as ofFebruary 12,2Ol8,between Northem lndiana Public Sewice
Company and The Bank of New York Mellon, solely as successor trustee under the Indenture dated as of March
l, 1988 between the Company and Manufacturers Hanover Trust Company, as original trustee. (incorporated by
reference to Exhibit 4.1 to the NiSource Inc. Form 10-O filed on May 2, 201 8).

(4.13) Third Supplemental Indenture, dated as ofJune I 1,2018, by and between NiSource Inc. and The Bank ofNew
York Mellon, as trustee (including form of 3.650% Notes due 2023) (incorporated by reference to Exhibit 4.1 of
the NSource lnc. Form 8-K filed on June 12,2018).

(4.14) Deposit Agreement, dated as of December 5, 201 8, among NiSource, Inc., Computershare Inc. and
Computershare Trust Company, N.A., acting jointly as depositary, and the holders from time to time ofthe
depositary receipts described therein (incorporated by reference to Exhibit 4.1 ofthe NiSource Inc. Form 8-
( filed on December 6, 20 I 8).

(4.15) Form of Depositary Receipt (incorporated by reference to Exhibit 4.1 of the NiSource Inc. Form 8-K filed on
December 6, 20 I 8).

(4.16) Amended and Restated Deposit Agreement, dated as of December 27 ,2018, among NiSource, Inc.,
Computershare Inc. and Computenhare Tnrst Company, N.A., acting jointly as depositary, and the holders from
time to time ofthe depositary receipts described therein (incorporated by reference to Exhibit 4.1 to the
NiSource Inc. Form 8-K filed on Decemb er 27 ,2018).

(4.17) Form ofDeposi tary Receipt (incorporated by reference to Exhibit 4. I to the Ni Source Inc. Form 8-K filed on
December 27, 20 I 8).

(1 0.1) 20 l0 Omnibus Incentive Plan (incorporated by reference to Exhibit B to tbe Nsource Inc. Definitive Proxv
Statement to Stockholders for the Annual Meeting held on May 1 l, 20 | 0, filed on April 2,2010).*
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First Amendment to the 2010 omnibus Incentive Plan (incorporated by refcreo., to Exbibiuq2-q{#fl9j,iil"tJ"tj
NiSource Inc. Form 10-K filed on Febnrary 18, 2014.)*

201 0 Omnibus Incentive Plan (incorporated by reference to ExhibitCothe NiSource Inc. Definitive Pmxv
Statement to Stockholders for the Annual Meeting held on May l2,20l5,filed on April 7,2015).*
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(l 0.4) Second Amendment to the NiSource Inc. 2010 Omnibus lncentive Plan (incorporated by reference to Exhibit
l0.l to the NiSource Inc. Form 8-K filed October 23, 2015.)*

(l 0.5) Form ofPerformance Share Award Agreement under the 20 I 0 Omnibus Incentive Plan (incorporated by
reference to Exhibit | 0.1 to the NiSource Inc. Form 10-O filed on April 30,2014.)*

(10.6) Form of Amended and Restated 2013 Performance Share Agreement effective on implementation ofthe spinoff
onJuly 1,2015,(underthe20l0OmnibuslncentivePlanxincorporatedbyreferencetoBbibiL!.!L!-.'1gglb
NiSource Inc. Fonn I 0{ filed on November 3, 20 I 5).*

(10.7) Form ofAmended and Restated 2014 Performance Share Agreement effective on the implementation ofthe spin-
offon July 1,2015, (underthe 2010 Omnibus lncentive Plan)(incorporated by reference to Exhibit 10.2 to the
NiSource Inc. Form 10-O filed on November 3, 2015).*

(10.8) Form of Amendment to Restricted Stock Unit Award Agreement related to Vested but Unpaid NiSource
Restricted Stock Unit Awards forNonemployee Directors ofNiSource entered into as ofJuly I 3, 20 1 5

(incorporated by reference to Exhibit 10.3 to the NiSource Inc. Form I 0-O filed on November 3, 2015).+

(1 0.9) NiSource Inc. Nonemployee Director Retirement Plan, as amended and restated effective May 13, 200 8
(incorporated by reference to Exhibit 10.2 to the NiSource Inc. Form 10-K filed on February 27 ,2009).*

(1 0. I 0) Supplemen tal Life Insurance Plan effective January I , I 99 I , as amended, (incorporated by reference to Exhibit 2
to the NIPSCO Industries, Inc. Forrn 8-K filed on March 25, 1992).*

(10.1 I ) Form of Change in Control and Termination Agreement (incorporated by reference to @i[i!![!_.!9..!@
NiSource Inc. Form 8-K filed January 6,2014).*

(l 0.1 2) Revised Form ofChange in Control and Termination Agreement (incorporated by reference to Exhibit I 0.2 to
the NiSource lnc. Form 8-Kfiled on October23,2015.)*

(l 0.1 3 ) Form of Restricted Stock Agreement under the 2010 Omnibus Incentive Plan (incorporated by reference to
Exhibit I 0.1 8 to the NiSource Inc. Form I 0-K filed on February 28,2011).'

(l 0.1 4) Form of Restricted Stock Unit Award Agreement for Non+mployee directors under the Non-employee Director
StocklncentivePlan(incorporatedbyreferencetofiledon
February 28,201l).+

(10.15) Form of Restricted Stock Unit Award Agreement for Nonemployee Directors under the 2010 Omnibus Incentive
Plan (incorporated by reference to Exhibit I 0.1 to NiSource Inc. Form I 0-O filed on August 2,2011).*

(1 0.1 6) Form ofPerformance Share Award Agreement under the 20 1 0 Omnibus Incentive Plan (incorporated by
reference to Exhibit 10.3 to the NiSource Inc. Form 10-O filed on May 3, 2016).*

(1 0.1 7) Form of Restricted Stock Unit Award Agreement under the 20 I 0 Omnibus Incentive Plan.* (incorporated by
reference to Exhibit 10.17 to the NiSource Inc. F4IOK filed on February 22,2017)

(1 0. t 8) Form ofRestricted Stock Unit Award Agreement for Nonemployee Directon under the 20 I 0 Omnibus lncentive
Plan. (incorporated by reference to Exhibit I 0.1 8 to the NiSource Inc. Form I 0-K filed on February 22,2017) *

(10.19) Amended and Restated NiSource Inc. Supplemental Executive Retirement Plan effective May 13,2011
(incorporated by reference to Exhibit I 0.3 to Nisource Inc. Form 1 0-O filed on October 28, 20 I I ).*

(10.20) Amended and Restated Pension Restoration Plan forNiSource Inc. and Affiliates effective May 13,201I
(incorporated by reference to Exhibit 10.4 to NiSource Inc. Fonn 104 filed on October28,201 l).*

(10.21) Amended Restated Savings Restoration Plan forNSource lnc. and Affliates effectiveOctober22,2012
(incorporated by reference to Exhibit 10.20 to the NSource Inc. Form 10-K filed on February 19,2013).+

(10.22) Amended and Restated NiSource Inc. Executive Deferred Compensation Plan effective November 1,2012
(incorporated by reference to Exhibit 10.21 to the NSource Inc. Form l0-K filed on February 19,2013).*

(l 0.23) NiSource Inc. Executive Severance Policy, as amended and restated, effective January I , 20 I 5 (incorporated by
referencetoExhibit 10.21 totheNiSourcelnc.Form l0-KfiledonFebnrary 18,2015).t
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Fourth Amended and Restated Revolving Credit Agreement, dated as ofNovember 28,20I6, among NiSource
Finance Corp., as Borrower, NiSource Inc,, the Lenden pany thereto, Barclays Bank PLC, as Administrative
Agent, JPMorgan Chase Bank, N.A. and The Bank of Tokyo-Mitsubishi UFJ, Ltd., as Co-Syndication Agents,
Citibank, N.A., Credit Suisse AG, Cayman Islands Branch and Wells Fargo Bank, National Association, as Co-
Documentation Agents, and Barclays Bank PLC, JPMorgan Chase Bank, N.A., The Bank of Tokyo-Mitsubishi
UFJ, Ltd., Credit Suisse Securities (USA) LLC, Citigroup Global Markets, Inc. and Wells Fargo Securities, LLC,
as Joint Lead Arrangers and Joint Bookrunners (incorporated by reference to Exhibit 10.1 to the NiSource Inc.
Form 8-K fi led on November 28, 201 6).

Note Purchase Agreement, dated as ofAugust 23,2005,by and among NiSource Finance Coqp., as issuer,

NiSource lnc., as guarantor, and the purchasen named therein (incorporated by reference to E4bibjil!,j3!h9
NSource Inc. Current Reoort on Form 8-K filed on August 26,2005).

Amendment No. I , dated as of November 10, 2008, to the Note Purchase Agreement by and among NSource
Finance Corp., as issuer, NiSource Inc., as guarantor, and the purchasers whose names appear on tbe signature
pagethereto(incorporatedbyreferencetofiledonFebruary27,
2009).

Term Loan Agreement, dated as of March 3 1, 2016, by and among NiSource Finance Corp,, as Bonower,
NiSource Inc., as Guarantor, the Lenders party thereto, and PNC Bank, National Association, as Administrative
Agent, JP Morgan Chase Bank, N.A., as Syndication Agent, and Mizuho Bank, Ltd., as Documentation Agent
(incorporated by reference to filed on May 3, 2016).

Letter Agreement, dated as of March I 7, 2 0l 5, by and between NiSource b c. and Donald Brown. (incorporated
by reference Exhibit 10.1 to the NiSource Inc. Form l0-O filed on April 30,2015).t

LetterAgreement, dated as ofFebruary 23,201 6, by and between NiSource Inc. and Pablo A. Vegas.
(incorporatedbyreferencefiledonFebruary22,20|7)'*

Tax Allocation Agreement, dated as ofJune 30, 2015, by and between NiSource lnc. and Columbia Pipeline
Group,lnc.(incorporatedbyreferenceto@filedonJuly2,20|5).

Employee Matters Agreement, dated as of June 30,2015, by and between NiSource Inc. and Columbia Pipeline
Group,Inc.(incorporatedbyreferenceto@filedonJuly2,20|5),

Form of Change in Control and Termination Agreement (incorporated by reference to }[l!i!!Q=!-.jq-!@
NiSource Inc. Form l0{filed on August 2,2017).

Form ofPerformance Share Award Agreement under the 20 I 0 Onuribus lncentive Plan (incorporated by
reference to Exhibit I 0.33 to the NiSource Form I 0-K filed on February 20, 20 I 8).*

Form ofRestricted Stock Unit Award Agreement under the 20 1 0 Ornnibus Incentive Plan (incorporated by
reference to @ filed on February 20, 201 8).*

Term Loan Agreement dated as ofApril 1 8, 20 I 8 among NiSource Inc., as borrower, the lenders party thereto
and MUFG Bank, Ltd., as administrative agent and as sole lead arranger and sole bookrunner (incorporated by
reference to Exhibit 10.1 of the NiSource Inc. Form 8-Kfiled on April 19,2018).

Common Stock Subscription Agreement, dated as ofMay 2,2018,by and among NiSource Lrc. and the
purchasersnamedtherein(incorporatedbyreferenceto@filedonMay
2,2018).

Registration Rights Agreement, dated as ofMay 2, 20 I 8, by and among NiSource lnc. and the purchasers named
tlrerein(incorporatedbyreferenceto@filedonMay2'20l8).

Purchase Agreement, dated as ofJune 6,201 8, by and among NiSource Inc. and Credit Suisse Securities (USA)

LLC, J.P. Morgan Securities LLC, Morgan Stanley & Co. LLC and MIIFG Securities Americas hc., as

representatives, relating to the 5.650% Series A Prefened Stock (incorporated by reference to Bbib!!.ll!J-@
NiSource Inc. Form 8-K filed on June 12,201 8).

Purchase Agreement, dated as ofJune 6,201 8, by and among NiSource lnc. and Credit Suisse Securities (USA)

LLC, J.P. Morgan Securities LLC, Morgan Stanley & Co. LLC and MUFG Securities Americas Inc., as

representatives, relating to the 3.650% Notes due 2023 (incorporated by reference to fti!il-!.,1[]3j]@
NiSource Inc. Form 8-K filed on June 12,2018).

(r0.24)

(10.25)

(10.26)

(r0.27)

(10.28)

(r 0.2e)

(10.30)

(10.3 1)

(10.32)

(10.33)

(10.34)

(10.3 5)

(10.36)

(10.3 7)

(10.38)

(10.3e)
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Securities (USA) LLC, J.P. Morgan Securities LLC, Morgan Stanley & Co. LLC and MUFG Securities Americas
Inc., as representatives, relating to the 5.650% Series A hefened Stock (incorponted by reference to Elhibi!
10.3 of the NiSource lnc. Form 8-K filed on June 12, 2018).
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(1 0.41) Registration Rights Agreement, dated as of June I I , 201 8, by and among NiSource lnc. and Credit Suisse
Securities (USA) LLC, J.P. Morgan Securities LLC, Morgan Stanley & Co. LLC and MLIFG Securities Americas
Inc., as representatives, relating to the 3.650% Notes due 2023 (inco4porated by reference to Exhibit I 0.4 ofthe
NiSource Inc. Form 8-K filed on June 12,2018).

(10.42) Amended and Restated NiSource Inc. Supplemental Executive Retirement Plan effective August 10,2017
(incorporated by reference to Exhibit I 0.1 of the NiSource Inc. Form I 0-O filed on November t , 201 8).

(1 0.43) Amended and Restated Pension Restoration Plan for NiSource lnc. and Affiliates effective August 10, 20 I 7
(incorporated by reference to Exhibit I 0.2 ofthe NiSource Inc. Form I 0-O filed on November I , 20 I 8).

(10.44) Amended Restated Savings Restoration Plan for NiSource Inc. and Affliates effective August 10, 2017
(incorporated by reference to Exhibit I 0.3 of the Ni Source Inc. Form I 0-O filed on November I , 201 8).

(10.45) * *

Ql) List of Subsidiaries.**

Q3) Consent of Deloitte & Touche LLP.**

(31.1) *

(3r.2) r

G2'1''
herewith).**

(32.2)
herewith).**

(10l.INS) XBRLInstanceDocument.it

(l0l.SCH) XBRL Schema Document.*t

(l 0l .CAL) XBRL Calculation Linkbase Document.* i

(10l.LAB) XBRL Labels Linkbase Document.**

(l 0 l.PRE) XBRL Presentation Linkbase Document.**

(l0l.DEF) XBRL Definition Linkbase Document.**

* Management contmct or compensatory plan or arrangement of NiSource Inc.

t+ Exhibit filed herewith.

References made to NIPSCO filings can be found at Commission File Number 001-04125. References made to NiSource lnc. filings made prior to
November l,2000 can be found at Commission File Number 00149779.
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SIGNATIJRES

Pursuant to 0re requirements of Section I 3 or I 5(d) of the Securities Exchmge Act of I 934, the registant has duly caused this report to be signed oD its behalf by the undersigned,
hereunto duly authorized.

NiSource Inc.

Date:

(Registrant)

By: /s/ JOSEPH HAMROCK

Joseph Hmrock

President, Chief Executive Officer and Director

(Principal Executive Offi cer)

PursanttotherequiIementsoffeSecuritiesExchangeActofl934,thisreporthasbeensignedbe1owbythefollowingpersonsonbehalfoftheregistrantaud
the dates indicated.

/s/ JOSEPH HAMROCK President, Chief

Executive Officer and Director
(Principal Executive Offi cer)

Executive Vice President and

Chief Financial Officer
(Principal Finmcial Offi cer)

Vic€ President and

Chief Accounting Officer
(Principal Accounting Offi cer)

Chaimm md Director

Director

Director

Director

Director

Director

Director

Director

Director

Director

122

Date: February 20,2019

Date: February 20,2019

Date: February 20,2019

Date: February 20,2019

Date: Februm 20. 201 9

Date: Februuy 20,2019

Date: February 20,2019

Date: February 20,2019

Date: February 20,2019

Date: Februarv 20. 2019

Date: Februn 20.2019

Date: Februm 20.2019

Joseph Hamrock

lsl DONALD E. BROWN

Donald E. Brown

lst JOSEPH W. MULPAS

Jo*ph W. Mulpa

lsl RICHARD L. THOMPSON

fuchard L. Thomp$n

/s/ PETERA. ALTABEF

Peter A. Aliabef

ls/ THEODORE H. BUNTING, JR

Theodore H. Bunting

lsl ERIC L, BUTLER

Eric L. Butler

lsl ARISTIDES S. CANDRIS

Aristides S. Candris

lsl WA\'\IE S. DEVEYDT

Wayne S. DeVeydt

/s/ DEBORAH A. HENRETTA

Deborah A. Henretta

lsl MICHAEL E. JESANIS

Micbael E. Jemis

ls/ KEVIN T. KABAT

Kevin T. Kabat

l8l CAROLYN Y. WOO

Carolyn Y. Woo

Date: February 20,2019
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Exhibit 10.45

NiSource Inc.

2010 Omnibus Incentive Plan

Performance Share Award Agreement

This Performance Share Award Agreement (the " Agreement") is made and entered into as of (the "Gran!

re'), by and between NiSource Inc., a Delaware corporation (the "Qg4qpg4yl'), and an Employee of the
Company (the 'Grantee"), pursuant to the terms of the NiSource Inc. 2010 Omnibus Incentive Plan, as amended (the "Plan"). Any
term capitalized but not defured in this Agreement shall have the meaning set forth in the Plan.

Section 1. Performance Share Award. The Company hereby gants to the Grantee, on the terms and conditions
hereinafter set forth. a target award of Performance Shares (the "performance SnareS'). The Performance Shares

shall be represented by a bookkeeping entry with respect to the Grantee (the'Performance Share Acco f') of *re Company, and each

Performance Share shall be settled with one Share, to the extent provided under this Agreement and the Plan. This Agreement and the

award shall be null and void unless the Grantee accepts this Agreement electonically within the Grantee's stock plan account with the

Company's stock plan administator according to the procedures then in effect.

Section 2. Performance-Based Vesting Conditions.

(a) General. Subject to the remainder of this Agreement, the Performance Shares shall vest pursuant to the terms of this
Agreement and the Plan based on the achievement of the performance goals set forth in this Section 2 over the performance
period beginning on and endins on (the "Performance Period"), provided (i) that

(the "Yestin@) and (ii) the Companythat ttre Grantee remains in continuous Service throush
achieves the threshold cumulative NOEPS goal set forth in Section 2(b). Attainment of the performance goals shall be

determined and certified by the Compensation Committee of the Board of Directors of the Company (the "Committee") prior
to the settlement of the Performance Shares.

(b) Financial Performance Goal. Subject to the terms of this Agreement and the Plan, shall be elieible to
vest based on the Company's achievement of cumulative NOEPS during the Performance Period, as follows:

Performance Level(1) Cumulative NOEPS
Percentage of Performance Shares that Shall

Vest(2)

Threshold $

Target

Maximum $ and above

(1) The vesting percentage for performance between performance levels shall be determined based on linear interpolation.
(2) The number of Performance Shares that shall vest based on the Company's cumulative NOEPS performance shall be

subject to a performance modifier of +l- 25o/o based on the Company's RTSR over the Performance Period, with such

Performance Shares (i) increasing by 25% if the Company's RTSR is in the top quartile of the TSR Peer Group, (ii)
decreasing by 25% if the Company's RTSR is in the boffom quartile of the TSR Peer Group, and (iii) remaining the same if
the Company's RTSR is in the second or third quartiles of the TSR Peer Group. No other adjusfrnent shall be made based

on the Company's RTSR.
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(c) Customer Framework Performance Goals. Subject !o the terms of this Agreement and the Plan, shall be

equallyeligible to vest based on the achievement of the Customer Framework Goals set forth below with each goal

weiehted:

Performance Measure Goal(1)

National Safely Council Barometer Suruey

JD Power Gas and Electric Utility Residential
Customer Satisfaction Studies

Ooerations and Maintenance Financial Plan

Organizational Health Index

Greenhouse Gas Emissions

then fhe lhares allocafed to such(l) If tlre Company fails to achieve the applicable performance goal,
perfbrmance goal shall not be eligible to vest.
(d) Definitions.

(i) 'SUrnUI4UySJ@PS" means the Company's cumulative net operating eamings per share perfbrmance as certified

by the Committee following the Performance Period.
(ii) "ro.R" means the annualized growth in the dividends and share price of a Share, calculated using a20 day trading

average of the Company's closing price beginning on and ending
compared to the TSR performance of ttre TSR Peer Group. The starting and ending share prices for the

computation of RTSR will equal the average closing price of each company's common stock over the 20 tading
days immediately preceding the frst and last day of the performance period.

(iii) "lSL_PeeLGtsup" means the peer group of companies determined by the Committee at its meeting on

Section 3. Termination of Employment.

Termination of Service Prior to Vesting Date. Except as set forth below, if the Grantee's Service is terminated for any
reason prior to the Vesting Date, then the Grantee shall forfeit the Performance Shares credited to the Grantee's
Performance Share Account.

Retiremenl Disabilitv or Death.

Notwithstanding the foregoing, in the event that the Grantee's Service terminates prior to the Vesting Date and on
orwithin 12 months priorto the end of the Performance Period as aresult of the Grantee's (i) Retirement, (ii)
Disability; or (iii) death, then the Grantee (or the Grantee's beneficiary or estate in the case of the Grantee's death)

shall vest in a pro rata portion of the Performance Shares, based on the actual performance results for the

Performance Period. Such pro rata portion of the Performance Shares shall be determined by multiplying the

number of Performance Shares eamed based on actual performance by a fraction, where the numerator shall equal

the number of calendar months (including partial calendar months) that have elapsed from the Grant Date through
the date of the Grantee's termination of Service, and the denominator shall be the number of calendar months
(including partial calendar months) that have elapsed between the Grant Date and

If the Grantee terminates Serryice due to death prior to the Vesting Date and with more than 12 months remaining
in the Performance Period, then the Grantee's beneficiary or estate shall vest, on the date of termination, in a pro
rata portion of the target Performance

(a)

(b)

(D

(ii)
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(iii) 'ne*ement" means the Grantee's termination from Service at or after attainment of age 55 and completing at
least ten years of service (within the meaning of the Company's tax-qualified pension plan, as in effect on the

Grant Date, regardless of whether the Grantee is eligible for such plan).

(c) Change in Control. Notwithstanding the foregoing provisions, in the event of a Change in Contol, the Performance
Shares under this Agreement shall be subject to Article XVI of the Plan. In the event of any conflict between Article XVI
of the Plan and this Agreement Article XVI shall contol. Nonvithstanding any other agreement between the Company
and the Grantee, the "Good Reason" definition set forth in Section 16.1 of the Plan shall govem this award.

Section 4. Delivery of Shares. Subject to the terms of this Agreement and except as otherwise provided for herein, the

Company shall convert the Performance Shares in the Grantee's Performance Share Account into Shares and issue or deliver the total
number of Shares due to the Grantee as soon as administatively practicable after ttre Vesting Date (but in no event later than

) or, if earlier, within 30 days following the Grantee's death in accordance wift Section 3(bXii). Grantee's

termination of Service without Cause or due to Good Reason in accordance with Section 16. I (a) of ttre Plan or a Change in Confrol in
accordance with Section 16.lO) of the Plan. The delivery of the Shares shall be subject to payment of the applicable withholding tax
liability and the forfeiture provisions of this Agreement. If the Grantee dies before the Company has issued or distibuted the vested

Performance Shares, the Company shall fransfer any Shares with respect to the vested Performance Shares in accordance with the

Grantee's written beneficiary designation or to the Grantee's estate if no written beneficiary designation is provided. The issuance or
deliver of the Shares hereunder shall be evidenced by the appropriate eniy on the books of the Company or of a duly authorized
transfer agent of the Company. The Company shall pay all original issue or transfer taxes and all fees and expenses incident to such

issuance or delivery, except as otherwise provided in Section 5.

Section 5. Withholding of Taxes. As a condition precedent to the delivery to Grantee of any Shares upon vesting of the

Performance Shares, Grantee shall, upon request by the Company, pay to the Company such amount of cash as the Company may be

required, under all applicable federal, state, local or other laws or regulations, to withhold and pay over as income or other withholding
taxes (the 'nequrca fax payments") with respect to the Performance Shares. If Grantee shall fail to advance the Required Tax
Payments after request by the Company, the Company may, in its discretion, deduct any Required Tax Payments from any amount
then or thereafter payable by the Company to Grantee or withhold Shares. Grantee may elect to satisfy his or her obligation to advance

the Required Tax Paymenb by any of the following means: (a) a cash payment to the Company; (b) delivery to the Company (either

actual delivery or by attestation procedures established by the Company) of previously owned whole Shares having a Fair Market
Value, determined as of the date the obligation to withhold or pay taxes first arises in connection with the Performance Shares (the

"Tax Date"), equal to the Required Tax Payments; (c) auttrorizing the Company to withhold from the Shares othenvise to be delivered
to Grantee upon the vesting of the Performance Shares, a number of whole Shares having a Fair Market Value, determined as of the

Tax Date, equal to the Required Tax Payments; or (d) any combination of (a), (b) and (c). Shares to be delivered or withheld may not
have a Fair Market Value in excess of the minimum amount of the Required Tax Payments. Any fraction of a Share which would be

required to
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satisff such an obligation shall be disregarded and the remaining amount due shall be paid in cash by Grantee. No Shares shall be

delivered until the Required Tax Payments have been satisfied in full.

Section 6. Compliance with Applicable Law. Notwithstanding anything contained herein to the contary the Company's

obligation to issue or deliver certificates evidencing the Performance Shares shall be subject to all applicable laws, rules and

regulations, and to such approvals by any govemmental agencies or national securities exchanges as may be required. The delivery of
all or any Shares that relate to the Performance Shares shall be effective only at such time that the issuance of such Shares shall not
violate any state or federal securities or other laws. The Company is under no obligation to effect any registration of Shares under the

Securities Act of 1933 or to effect any state registration or qualification of the Shares that may be issued under this Agreement. Subject
to Section 409,4' of the Code (the "Section 4094'"), the Company may, in its sole discretion, delay the delivery of Shares or place

restrictive legends on Shares in order to ensure that the issuance of any Shares shall be in compliance with federal or state securities

laws and the rules of any exchange upon which the Company's Shares are taded. If the Company delays the delivery of Shares in
order to ensure compliance with any state or fedeml securities or other laws, the Company shall deliver the Shares at the earliest date at

which the Company reasonably believes that such delivery shall not cause such violation, or at such later date that may be permitted
under Section 4094.

Section 7. Restriction on Transferabili$. Except as otherwise provided under the Plan, until the Performance Shares have
vested under this Agreement the Performance Shares granted herein and the rights and privileges conferred hereby may not be sold,

fiansferred, pledged, assigned, or otherwise alienated or hypothecated (by operation of law or otherwise), other than by will or the laws
of descent and distribution. Any attempted ftansfer in violation of the provisions of this paragraph shall be void, and the purported
transferee shall obtain no rights with respect to such Performance Shares.

Section 8. Grantee's Rights Unsecured. The right of the Grantee or his or her beneficiary to receive a distibution hereunder

shall be an unsecured claim against the general assets of the Company, and neither the Grantee nor his or her beneficiary shall have

any rights in or against any amounts credited to the Grantee's Performance Share Account any Shares or any other specific assets of
the Company. All amounts credited to the Grantee's Performance Share Account shall constitute general assets of the Company and

may be disposed of by the Company at such time and for such purposes as it may deem appropriate.

Section 9. No Rights as Stockholder or Employee. The Grantee shall not have any privileges of a stockholder of the

Company (including, without limitation, any voting rights or rights to receive dividends) with respect to the Performance Shares

subject to this Agreement. Furthermore, nothing in this Agreement shall confer upon the Grantee any right to continue as an Employee
of the Company or any Affiliate or to interfere in any way wittr the right of the Company or any Affrliate to terminate the Grantee's
Service at any time.

Section 10. Adjustments. If at any time while the award is outstanding, the number of outstanding Performance Shares is

changed by reason of a reorganization, recapitalization, stock split or any of the other events described in the Plan, the number and
kind of Performance Shares and the performance goals, as applicable, shall be adjusted in accordance with the provisions of the Plan.

Section 11. Notices. Any notice hereunder by the Grantee shall be given to the Company in writing, and such notice shall be
deemed duly given only upon receipt thereof at the following address: Corporate Secretary NiSource Inc., 801 East 86th Avenue,
Merrillville, N 46410-6271 (or at such oflrer address as the Company may designate by notice to the Grantee). Any notice hereunder
by the Company shall be given to the Grantee in writing, and such notice shall be deemed duly given only upon receipt thereof at such
address as the Grantee may have on file with the Company.
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Section 12. Administration. The administration of this Agreement including the interpretation and amendment or termination
of this Agreement shall be performed in accordance with the Plan. All determinations and decisions made by the Committee, the
Board, or any delegate of the Committee as to the provisions of this Agreement shall be conclusive, final, and binding on all persons.

Notwithstanding the foregoing, if subsequent guidance is issued under Section 4094, *rat would impose additional taxes, penalties, or
interest to either the Company or the Grantee, the Company may administer this Agreement in accordance with such guidance and
amend this Agreement without the consent of the Grantee to the extent such actions, in the reasonable judgment of the Company, are

considered necessary to avoid the imposition of such additional taxes, penalties, or interest.

Section 13. Governing Law. This Agreement shall be constued and enforced in accordance with the laws of the State of
Indiana, without giving effect to the choice of law principles thereof.

Section 14.Entire Agreement: Agreement Subject to Plan. This Agreement and the Plan contain all of the terms and

conditions with respect to the subject matter hereof and supersede any previous agreements, written or oral, relating to the subject

matter hereof. This Agreement is subject to the provisions of the Plan and shall be interpreted in accordance therewith. In the event that
the provisions of this Agreement and the Plan conflict, the Plan shall contol. The Grantee hereby acknowledges receipt of a copy of
the Plan.

Section 15. Section 409A Comoliance. This Agreement and the Performance Shares granted hereunder are intended to be

exempt from Section 409A to the maximum extent possible, and shall be interpreted and constued accordingly.

ISIGNATURE PAGE TO FOLLOWI
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IN WITNESS WHEREOF, the Company has caused the Performance Shares subject to this Agreement to be granted, and the Grantee
has accepted the Performance Shares zubject to the terms of the Agreement as of the date first above wriffen.

NiSouce Inc.

GRANTEE

By:
Its:

By:
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Exhibit 2l

SUBSIDIARIES OF NISOURCE

as of December 31, 2018

Segment/Subsidiary

GAS DISTRIBUTION OPERATIONS

Bay State Gas Company d/b/a Columbia Gas of Massachusetts

Central Kentucky Transmission Company

Columbia Gas of Kentucky, Inc.

Columbia Gas of Maryland, Inc.

Columbia Gas of Ohio. Inc.

Columbia Gas of Pennsylvania, Inc.

Columbia Gas of Virginia, Inc.

NiSource Gas Distribution Group, Inc.

ELECTRIC OPERATIONS

Northem Indiana Public Service Company LLC+

CORPORATE AND OTHER OPERATIONS

Columbia Gas of Ohio Receivables Corporation

Columbia Gas of Pennsylvania Receivables Corporation

NIPSCO Accounts Receivable Corporation

NiSource Corporate Group, LLC

NiSource Corporate Services Company

NiSource Development Company, Inc.

NiSource Energy Technologies, Inc.

NiSource Strategic Sourcing Inc.

NiSource Insurance Corporation, Inc.

Lake Erie Land Company

RoseWater Wind Generation LLC

NiSource Retail Services. Inc.

EnergyUSA-TPC, Inc.

* Reported under Gas Distribution Operations and Electric Operations.

State oflncorporation
Massachusetts

Delaware

Kentucky

Delaware

Ohio

Pennsylvania

Virginia

Delaware

Indiana

Delaware

Delaware

Indiana

Delaware

Delaware

Indiana

Indiana

Ohio

Utah

Indiana

Indiana

Delaware (Inactive)

Indiana (Inactive)
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Exbibit 23

CONSENT OF INDIPENDENT REGISTERED PUBLIC ACCOUNTINGFIRM

We consent to the incorporation by reference in Registration Statement Nos.333-107743,333-166888, 333-170706,333t04168 and333-228102 on Form
S-8,333-214360 on Form S-3,333-228791,333-228790 and333-228791 on Form S-4 ofourreports dated February 20,2019, relating to the consolidated
financial statements and financial statement schedule ofNiSource Inc. and subsidiaries (the "Company") and the effectiveness ofthe Company's intemal
control over financial reporting, appearing in this Annual Reporl on Form I 0-K ofNiSource Inc. fot tbe year ended December 3 I , 20 1 8.

/s/ DELOITTE & TOUCHE LLP
Columbus, Ohio
February 20,2019
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Exhibit 3l.l

Certification Pursuant to
Section 302 of the Sarbanes-Oxlev Act of 2002

I, Joseph Hamrock, certifi that:

l I have reviewed this Annual Report on Form l0-K ofNSource Inc.;

2, Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light ofthe circumstances underwhich such statements were made, not misleading with respect to the period covered by this
report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results ofoperations and cash flows ofthe registrant as of, and for, the periods presented in this report;

4. The registrant's other certirying office(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 1 3 a-l 5 (e) and I 5 d-l 5 (e)) and intemal control over financial reporting (as defined in Exchange Act Rules 1 3 a-1 5 (f) and I 5d-
1 5(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision.
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others witbin
those entities, particularly during the period in which this report is being prepared;

b. Designed such intemal control over financial reporting, or caused such intemal control over financial reporling to be designed under out
supewision, to provide reasonable assurance regarding the reliability offinancial reporling and the preparation offinancial statements for
extemal purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness ofthe registraot's disclosure controls and procedures and presented in this report ourconclusions about the
effectiveness ofthe disclosure controls and procedures, as ofthe end ofthe period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's intemal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case ofan annual report) that has materially affected, or is reasonably likely
to materially affect, the registrant's intemal control over financial reporting; and

5. The regi strant's other certi Sing officer and I have disclosed, based on our most recent evaluation ofintemal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or penons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design oroperation ofintemal control overfinancial reporting which are

reasonably likely to advenely affect the registrant's ability to record, process, summarize and rcport financial information; and

b. Any fraud, whether or not material, that involves management or other employees wbo have a significant role in the registrant's intemal
control over financial reporting.

Date: Februarv 20.2019 /s/ Joseoh Hamrock

Joseph Hamrock

President and Chief Executive Offi cer

By



Exhibit No.403
Attachment B

Page 136 of 138
Wtness: P.R. Moul

Exhibit 31.2

Certification Pursuant to
Section 302 of the Sarbanes-Oxlev Act of 2002

I, Donald E. Brown, certi! that:

I . I have reviewed this Annual Report on Form 10-K of NSource lnc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light ofthe circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results ofoperations and cash flows ofthe registrant as of, and for, the periods presented in this report;

The registrant's other certi$ing office(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules I 3a-l 5(e) and I 5d-l 5(e)) and intemal control over financial reporting (as defined in Exchange Act Rules I 3a-l 5(f) and I 5d-
I 5(f)) for the registrant and have:

c)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

Designed such intemal control over financial reporting, or caused such intemal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability offinancial reporting and the preparation offinancial statements for
extemal purposes in accordance with generally accepted accounting principles;

Evaluated the effectiveness ofthe registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness ofthe disclosure controls and procedures, as ofthe end ofthe period covered by this report based on such evaluation; and

Disclosed in this report any change in the registrant's intemal control over financial repofting that occured during the registnnt's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case ofan annual report) that has materially affected, or is reasonably likely
to materially affect, the registrant's intemal control over financial reporting; and

5. The registrant's other certiffing officer and I have disclosed, based on our most recent evaluation ofintemal control over financial reporting, to the
rcgistrant's auditors and the audit committee ofthe registrant's board ofdirecton (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation ofintemal control over financial reporting which are

reasonably likely to advenely affect the registrant's ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's intemal
control over financial reporting.

Dater February 20, 20 l9 /s/ Donald E. Brown

Donald E. Browu

Executive Vice President and ChiefFinancial Officer

z

3

4

a)

b)

d)

By
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Erhibit32.l

Certifi cation Pursuant to
Section 906 of the Sarbanes4xley Act of 2002

In connection with the Annual Repo( ofNiSource Inc. (the "Company") on Form l0-Kforthe yearending December3 l,20l 8 as filed with the Securities and
Exchange Commission on the date hereof (the "Report'), I, Ioseph llamrock, ChiefExecutive Ofrcerofthe Company, certi$, pufsuant to Section 906 of the
Sarbanes0:rley Act of2002, that:

(1) The Report fully complies with the requirements of section l3(a) or 15(d) of the Securities Exchange Act of 1934; and

@ The information contained in the Report Sirly presents, in all material respects, the financial condition and result ofoperations ofthe Corrpany.

/V Joseoh llamrock

Joseph }lamrock

President and Chief Executive Officer

Date: February20,2019
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Exhibit32.2

Cerdfication Pursuant to
Secdon 906 ofthe Sarbanes{)xley Act of2002

In connection with the Annual Report ofNiSource Iac. (the "Compaay") on Form l 0-K for the year ending December 3 1, 201 8 as filed with the Securities and
Exchange Commission on the date hereof (the "Report"), I, Donald E. Brown, Executive Vrce hesident and Chief Financial Officer of the Company, certiff,
pursuatrt to Section 906 ofthe SarbanesOxley Act of2002, that:

0 ) The Repoil fully complies with the requirements of section l3(a) or l5(d) of the Securities Exchange Act of 1934; and

@ The information contained in the Report fairly prcsents, in all material respects, the financial condition and rezult ofoperations ofthe Company.

/s/ Donald E. Brown

Donald E. Brown

Executivc Vice hesident and ChiefFinancial Officer

Date: Febnrary20,20l9
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