ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we have filed with the
Securities and Exchange Commission, or SEC, utilizing a “shelf” registration or
continuous offering process. Under this process, NiSource may offer shares of its
common stock or preferred stock, and NiSource Finance may offer various series of its
debt securities guaranteed by NiSource, from time to time using this prospectus and
related prospectus supplements. These securities may be offered up to a total amount of
$2.5 billion.

This prospectus provides you with a general description of the common stock,
preferred stock, debt securities and guarantees we may offer. Each time we offer
securities, we will provide a prospectus supplement that will contain specific information
about the terms of that offering. That prospectus supplement may include a description of
any risk factors or other special considerations applicable to those securities. The
prospectus supplement may also add, update or change information contained in this
prospectus. If there is any inconsistency between the information in the prospectus and
the prospectus supplement, you should rely on the information in the prospectus
supplement. You should read both this prospectus and the applicable prospectus
supplement together with the additional information described under the heading “Where
You Can Find More Information.”

The registration statement containing this prospectus, including the exhibits to the
registration statement, provides additional information about us and the securities offered
under this prospectus. The registration statement, including the exhibits, can be read at
the SEC website or at the SEC offices mentioned under the heading “Where You Can
Find More Information.”

You should rely only on the information incorporated by reference or provided in this
prospectus and the accompanying prospectus supplement. We have not authorized
anyone to provide you with different information, We are not making an offer to sell or
soliciting an offer to buy these securities in any jurisdiction in which the offer or
solicitation is not authorized or in which the person making the offer or solicitation is not
qualified to do so or to anyone to whom it is unlawful to make the offer or solicitation.
You should not assume that the information in this prospectus or the accompanying
prospectus supplement is accurate as of any date other than the date on the front of the
document.

References to “NiSource” refer to NiSource Inc. and references to “NiSource
Finance” refer to NiSource Finance Corp. Unless the context requires otherwise,
references to “we,” “us” or “our” refer collectively to NiSource and its subsidiaries,
including NiSource Finance. References to “securities” refer collectively to the common
stock, preferred stock, debt securities and guarantees of debt securities registered
hereunder.



WHERE YOU CAN FIND MORE INFORMATION

NiSource files annual, quarterly and current reports, proxy statements and other
information with the SEC. You may read and copy any document NiSource files at the
SEC’s public reference rooms at 450 Fifth Street, N.W., Room 1024, Washington, D.C.
20549, Seven World Trade Center, Suite 1300, New York, New York 10048, and
Citicorp Center, 500 West Madison Street, Suite 1400, Chicago, Illinois 60661. You may
obtain additional information about the public reference rooms by calling the SEC at 1-
800-SEC-0330. In addition, the SEC maintains a site on the Internet (hitp://www.sec.gov)
that contains reports, proxy statements and other information regarding issuers that file
electromically with the SEC, including NiSource.

You may also read reports, proxy statements and other documents relating to
NiSource at the offices of the New York Stock Exchange at 20 Broad Street, New York,
New York 10005,

The SEC allows us to “incorporate by reference” information into this prospectus.
This means that we can disclose important information to you by referring you to another
document that NiSource, or one of its corporate predecessors, NiSource Inc.
(incorporated in Indiana) and Columbia Energy Group, has filed separately with the SEC.
The information incorporated by reference is considered to be part of this prospectus.
Information that NiSource files with the SEC after the date of this prospectus will
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automatically modify and supersede the information included or incorporated by
reference in this prospectus to the extent that the subsequently filed information modifies
or supersedes the existing information. We incorporate by reference our Current Reports
on Form 8-K dated November 1, 2000, November 3, 2000, November 6, 2000 (as
amended November 7, 2000) and November 7, 2000 and any future filings we make with
the SEC under sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934
unti} we sell all of the securities. We also incorporate by reference the following
documents filed with the SEC by our corporate predecessor NiSource Inc. (incorporated
in Indiana) (SEC File Number 1-9779):

* NiSource’s Annual Report on Form 10-K for the fiscal year ended December 31,
1999, '

» NiSource’s Quarterly Reports on Form 10-Q for the fiscal quarters ended March 31,
2000, June 30, 2000 and September 30, 2000;

» NiSource’s Current Reports on Form 8-K dated February 14, 2000, February 24,
2000, March 3, 2000, Aprit 3, 2000, April 25, 2000, June 13, 2000, September 1,
2000, September 13, 2000 and October 31, 2000; and

* NiSource’s definitive joint proxy statement/ prospectus dated April 24, 2000.

We also incorporate by reference the following documents filed with the SEC by our
corporate predecessor Columbia Energy Group (SEC File Number 1-1098):

* Columbia’s Annual Report on Form 10-K for the fiscal year ended December 31,
1999;

* Columbia’s Quarterly Reports on Form 10-Q for the fiscal quarters ended March 31,
2000, June 30, 2000 and September 30, 2000; and

*» Columbia’s Current Reports on Form 8-K dated January 27, 2000, April 13, 2000,
May 3, 2000, May 12, 2000, May 22, 2000, June 2, 2000, June 15, 2000, July 14,
2000, October 2, 2000, October 12, 2000, October 16, 2000 and November 1, 2000.

You may request a copy of any of these filings at no cost by writing to or telephoning
us at the following address and telephone number: Gary W. Pottorff, NiSource Inc., 801
East 86th Avenue, Merrillville, Indiana 46410, telephone: (219) 853-5200.

NiSource maintains an Internet site at http://www.nisource.com which contains
information concerning NiSource and its subsidiaries. The information contained at
NiSource’s Internet site is not incorporated by reference in this prospectus, and you
should not consider it a part of this prospectus,


http://www.nisource.com

We have filed this prospectus with the SEC as part of a registration statement on
Form 8-3 under the Securities Act of 1933. This prospectus does not contain all of the
information included in the registration statement. Any statement made in this prospectus
concerning the contents of any contract, agreement or other document is only a summary
of the actual document. If we have filed any contract, agreement or other document as an
exhibit to the registration statement, you should read the exhibit for a more complete
understanding of the document or matter involved. Each statement regarding a contract,
agreement or other document is qualified in its entirety by reference to the actual
document.




FORWARD-LOOKING STATEMENTS

Some of the information included in this prospectus, in any prospectus supplement
and in the documents incorporated by reference are forward-looking statements within
the meaning of the securities laws. These statements concern our plans, expectations and
objectives for future operations, Any statement that is not a historical fact is-a forward-
looking statement. We use the words “estimate,” “intend,” “expect,” “believe,”
“anticipate” and similar expressions to identify forward-looking statements, but some of
~ these statements may use other phrasing. NiSource undertakes no obligation to release
any revisions to these forward-looking statements publicly to reflect events or
circumstances after the date of this prospectus or accompanying prospectus supplement
or to reflect the occurrence of unanticipated events. While we make the forward-looking
statements in good faith and believe they are based on reasonable assumptions, these
statements are subject to risks and uncertainties. Important factors that could cause actual
results to differ materially from those suggested by the forward-looking statements
include: '

¢ the weather;

» the federal and state regulatory environment, including changes in environmental and
other laws and regulations to which we are subject;

« the economic climate;
* growth in our service territories;
« customers’ usage patterns and preferences;

« the degree to which and the speed with which competition changes the utility
industry;

« fluctuation in supply and demand for energy commodities and the timing and extent
of changes in commodity prices;

« changing conditions in the capital and equity markets;

« whether, and the extent to which, we achieve efficiencies and cost savings from the
integration of the former NiSource and Columbia Energy Group businesses; and

* other uncertainties, all of which are difficult to predict, and many of which are
beyond our control, including factors we discuss in this prospectus and any
prospectus supplement and our filings with the SEC.



Accordingly, you should not rely on the accuracy of predictions contained in forward-
looking statements. These statements speak only as of the date of this prospectus, the date
of the accompanying prospectus supplement or, in the case of documents incorporated by
reference, the date of those documents.




NISOURCE INC.

Overview. NiSource is a super-regional energy holding company that provides natural
gas, electricity and other products and services to 3.6 million customers located within
the energy corridor that runs from the Gulf Coast through the Midwest to New England.
On November 1, 2000, NiSource completed its acquisition of Columbia Energy Group
for an aggregate consideration of approximately $6 billion, with 30% of the consideration
paid in common stock and 70% of the consideration paid in cash and SAILS™ (units
each consisting of a zero coupon debt security coupled with a forward equity contract).
NiSource also assumed approximately $2 billion in Columbia debt.

As a result of the acquisition, NiSource is the Jargest natural gas distribution
company, as measured by number of customers, operating east of the Rockies.
NiSource’s principal subsidiaries include the Columbia Energy Group, a vertically-
integrated natural gas distribution, transmission, storage and exploration and production
holding company whose subsidiaries provide service to customers in the Midwest, the
Mid-Atlantic and the Northeast; Northern Indiana Public Service Company, a vertically-
integrated gas and electric company providing service to customers in northern Indiana;
and Bay State Gas Company, a natural gas distribution company serving customers in
New England. NiSource’s business lines include:

» natural gas distribution;
» natural gas transmission and storage;
» exploration and production;

» electric operations; and

» growth products and services.

o,
A
FiSource

{Gan "
N S Exploraton and Electric Growth Products
(haa Distribulion 1::3%“;::&“ Produetion O parations and Servicas
a 37 il susamag & 1R EDY riga o3 1 Sanad prmBEil i * 408 090 2 PepnEny Erd K s i
1n hines stetea plpalire iy 18 afates App efEntiig avd REHLISOTSTER I gone sl i
& B, MK e of » §7R Bar of CEnady nerham Indigra, s Diginbutad
Hakabeston pipalitea Lireda e {Es " Snausd (i o 398 WA ot ceal e e o
AhnrAgs 1 Tas ot HBE gl gae-firad » Enongy USA-TRG

Bois pemEicn {ama gy merkating)

i
|
|




Strategy. NiSource is focused on becoming the premier energy company serving
customers throughout the energy-intensive corridor that extends from the supply areas in
the Gulf Coast through the consumption centers in the Midwest, Mid-Atlantic and
Northeast. This corridor is home to 30% of the nation’s population and 40% of its energy
consumption. NiSource believes natural gas will be the fuel of choice to meet the
corridor’s growing energy needs. The merger with Columbia furthers this strategy by
combining NiSource’s natural gas distribution assets in Indiana and New England with
Columbia’s natural gas distribution, storage and exploration and production assets in
Ohio, the Mid-Atlantic and Appalachia and Columbia’s interstate transmission assets.

Gas Distribution. NiSource has the nation’s second largest volume of gas sales, on
average over 2.3 billion cubic feet per day. Through its wholly-owned subsidiary,
Columbia Energy Group, NiSource




owns five distribution subsidiaries that provide natural gas under the Columbia Gas name
to nearly 2.1 million residential, commercial and industrial customers in Ohio,
Pennsylvania, Virginia, Kentucky and Maryland. NiSource also distributes natural gas to
approximately 751,000 customers in northern Indiana through three subsidiaries:
Northern Indiana Public Service Company, Kokomo Gas and Fuel Company and
Northern Indiana Fuel and Light Company, Inc. Additionally, NiSource’s subsidiaries,
Bay State Gas Company and Northern Utilities, Inc., distribute natural gas to more than
320,000 customers in the areas of Brockton, Lawrence and Springfield, Massachusetts,
Lewiston and Portland, Maine, and Portsmouth, New Hampshire.

Gas Transmission and Storage. NiSource’s subsidiaries, Columbia Gas Transmission
Corporation and Columbia Gulf Transmission Company, own and operate an interstate
pipeline network of approximately 16,250 miles extending from offshore in the Gulf of
Mexico to Lake Erie, New York and the eastern seaboard. Together, Columbia Gas
Transmission and Columbia Gulf serve customers in 15 northeastern, mid-Atlantic,
midwestern and southern states and the District of Columbia. In addition, Columbia Gas
Transmission operates one of the nation’s largest underground natural gas storage
systems capable of storing approximately 670 billion cubic feet of natural gas.

Columbia Gas Transmission is also participating in the proposed 442-mile
Millennium Pipeline Project that has been submitted to the Federal Energy Regulatory
Commission for approval. As proposed, the project will have the capacity to transport
approximately 700 billion cubic feet of natural gas per day from the Lake Erie region to
eastern markets.

NiSource’s wholly-owned subsidiaries own and operate interstate pipelines
connecting northwest Indiana and Ohio as well as Massachusetts and Maine. In addition,
NiSource owns a 19% interest in a pipeline linking production areas in New Brunswick,
Canada to Maine, New Hampshire and Massachusetts.

Exploration and Production. NiSource also owns Columbia Energy Resources, Inc.,
an exploration and production subsidiary that explores for, develops, gathers and
produces natural gas and oil in Appalachia and Canada. As of December 31, 1999,
~ Columbia Energy Resources held interests in approximately 3.9 million net acres of gas
and oil leases and had proved gas reserves of nearly 966 billion cubic feet of natural gas
equivalent. Columbia Energy Resources owns and operates 8,188 wells as well as
6,069 miles of gathering facilities.

Electric Operations. NiSource generates and distributes electricity to the public
through its subsidiary Northern Indiana Public Service Company. Northern Indiana
provides electric service to approximately 426,000 customers in 30 counties in the
northern part of Indiana. Northern Indiana owns and operates four coal-fired electric
generating stations with a net capability of 3,179 megawatts, four gas fired combustion
turbine generating units with a net capability of 203 megawatts and two hydroelectric



generating plants with a net capability of 10 megawatts, for a total system net capability
of 3,392 megawatts. Northern Indiana is interconnected with five neighboring electric
utilities. During the year ended December 31, 1999, Northern Indiana generated 89.9%
and purchased 10.1% of its electric requirements.

Growth Products and Services. NiSource develops unregulated power projects
through its subsidiary, Primary Energy, Inc. Primary Energy works with industrial
customers in managing the engineering, construction, operation and maintenance of
“inside the fence” cogeneration plants that provide cost-effective, long-term sources of
energy for energy-intensive facilities.

NiSource provides non-regulated energy services through its wholly-owned
subsidiary Energy USA, Inc. Energy USA and its subsidiaries provide to customers in 22
states a variety of energy-related services, including gas marketing and asset management
services and underground utility locating and marking services. NiSource expanded its
gas marketing and trading operations with the April 1999 acquisition of TPC
Corporation, now renamed Energy USA-TPC Corp., a natural gas asset management
company. In addition, NiSource has invested in a number of distributed generation
technologies including fuel cells and microturbine ventures.
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NiSource is completing a fiber optics network for voice and data communication
along its pipeline rights-of-way between New York and Washington D.C.

Through its wholly-owned subsidiary, TWC Resources Corporation and its
subsidiaries, NiSource supplies water to residential, commercial and industrial customers
and for fire protection service in Indianapolis, Indiana and surrounding areas.

Non-Core Divestitures. In connection with the Columbia merger, NiSource has sold
or is divesting certain businesses judged fo be non-core to NiSource’s energy strategy.
Subsequent to the announcement of the Columbia acquisition, NiSource sold Market Hub
Partners, which owns and operates salt cavern gas storage facilities in Texas and
Louisiana, and Columbia completed the divestiture of its interest in the Cove Point LNG
facilities, its retail electric supply business and four qualifying facility power plants.
Columbia recently announced a definitive agreement for the sale of its electric generation
business, and NiSource announced a definitive agreement to sell its Miller Pipeline
subsidiary. After-tax proceeds from these asset sales are expected to total approximately
$640 million. NiSource is pursuing the sale of Columbia’s propane and petroleum
businesses and other smaller non-core businesses. As part of the SEC order approving the
Columbia merger, NiSource has been ordered to divest its water utility business by
November 2003.

NISOURCE FINANCE CORP.

NiSource Finance is a wholly-owned special purpose finance subsidiary of NiSource
that engages in financing activities to raise funds for the business operations of NiSource
and its subsidiaries. NiSource Finance’s obligations under the debt securities will be fully
and unconditionally guaranteed by NiSource.

NiSource Finance was incorporated in February 2000 under the laws of the State of
Indiana. Before the acquisition of Columbia Energy Group, NiSource conducted its
financing activities through NiSource Capital Markets, Inc., a first-tier subsidiary of
NiSource. We expect NiSource to conduct all future financing through NiSource Finance.
We currently intend to merge NiSource Capital Markets into NiSource Finance within the
next twelve months, subject to obtaining required consents and approvals.

USE OF PROCEEDS

Unless otherwise described in the applicable prospectus supplement, we will use the
net proceeds from the sale of securities offered by this prospectus and any applicable
prospectus supplement to repay short-term borrowings incurred in NiSource’s November
2000 acquisition of Columbia Energy Group.
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RATIOS OF EARNINGS TO FIXED CHARGES

NiSource’s corporate predecessors were NiSource Inc. (incorporated in Indiana) and
Columbia Energy Group. The following are ratios of earnings to fixed charges for each of
the periods indicated for each of the corporate predecessors, and for NiSource on a pro
forma basis for the fiscal year ended December 31, 1999 and the nine months and twelve
months ended September 30, 2000, accounting for the acquisition of Columbia Energy
Group as a purchase business combination and giving effect to the acquisition as if it had
occurred at the beginning of the periods presented:

Nine Twelv
Months Month
Fiscal Year Ended December 31 Ended Endec

1995 1996 1997 1998 1999 Sepiember 30, 2000(1)
3.28 3.21 3.10 2.87 2.14 2.45 2.30
N/A 2.78 3.20 381 4,03 3.52 4.03

1.56 1.63 1.72
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(1) Results for the twelve months and nine months ended September 30, 2000 are not
necessarily indicative of results for the fiscal year ending December 31, 2000.

For purposes of calculating the ratio of earnings to fixed charges, “earnings” consist
of income from continuing operations before income taxes plus fixed charges. “Fixed
charges” consist of interest on all indebtedness, amortization of debt expense, the portion
of rental expenses on operating leases deemed to be representative of the interest factor
and preferred stock dividend requirements of consolidated subsidiaries.
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DESCRIPTION OF CAPITAL STOCK
General

The authorized capital stock of NiSource consists of 420,000,000 shares, $0.01 par
value, of which 400,000,000 are common stock and 20,000,000 are preferred stock. The
board of directors has designated 4,000,000 shares of the preferred stock as Series A
Junior Participating Preferred Shares. These shares are reserved for issuance under
NiSource’s Shareholder Rights Plan. Each share of NiSource common stock includes one
preferred share purchase right. Each preferred share purchase right entitles its holder to
purchase one-hundredth (1/100) of a Series A Junior Participating Preferred Share at a
price of $60 per one-hundredth of a share, subject to adjustment. The preferred share
purchase rights will become exercisable if a person or group acquires 25% or more of the
voting power of NiSource or announces a tender or exchange offer following which the
person or group would hold 25% or more of NiSource’s voting power. If such an
acquisition were consummated, or if NiSource were acquired by the person or group in a
merger or other business combination, then each preferred share purchase right would be
exercisable for that number of shares of NiSource common stock or the acquiring
company’s common stock having a market value of two times the exercise price of the
preferred share purchase right. The preferred share purchase rights will also become
exercisable on or after the date on which the 25% threshold has been triggered, if
NiSource is acquired in a merger or other business combination in which NiSource is not
the survivor or in which NiSource is the survivor but its commeon stock is changed into or
exchanged for securities of another entity, cash or other property, or 50% or more of the
assets or earning power of NiSource and its subsidiaries is sold. At that time, each
preferred share purchase right will become exercisable for that number of shares of
common stock of the acquiring company having a market value of two times the exercise
price of the preferred share purchase right. The preferred share purchase rights will not be
exercisable in this instance if the person who acquired sufficient shares of stock to reach
the 25% threshold acquired its stock under an offer at a price and on terms which the
board of directors determines is fair to stockholders and that is in the best interests of
NiSource, provided that the per share price offered in the merger or other business
combination is not less than the price paid in the offer and the form of consideration
offered in the merger or other business combination is the same as that paid in the offer.
NiSource may redeem the preferred share purchase rights at a price of $.01 per right prior
to the occurrence of an event that causes the preferred share purchase rights to be
exercisable for shares of common stock. The preferred share purchase rights will expire
on March 12, 2010.

The certificate of incorporation of NiSource includes provisions that may have the
effect of deterring hostile takeovers or delaying or preventing changes in control of
management of NiSource. NiSource’s board of directors is classified into three classes of
directors with staggered three-year terms. The directors may be removed only for cause
by the affirmative vote of 80% of the combined voting power of all of the then-



outstanding shares of stock of NiSource voting together as a single class. Unless the
board of directors determines otherwise or except as otherwise required by law, vacancies
on the board or newly-created directorships may be filled only by the affirmative vote of
directors then in office, even though less than a quorum. If the board of directors or
applicable Delaware law confers power on stockholders of NiSource to fill such a
vacancy or newly-created directorship, it may be filled only by affirmative vote of 80%
of the combined voting power of the outstanding shares of stock of NiSource entitled to
vote. Stockholders may not cumulate their votes, and stockholder action may be taken
only at a duly called meeting and not by written consent. The certificate of incorporation
also provides that special meetings of stockholders may be called only by a majority of
the total number of authorized directors. In addition, NiSource’s bylaws contain
requirements for advance notice of stockholder proposals and director nominations.
These and other provisions of the certificate of incorporation and bylaws and Delaware
law could discourage potential acquisition proposals and could delay or prevent a change
in control of management of NiSource. .

NiSource is currently subject to the provisions of Section 203 of the Delaware
General Corporation Law regulating corporate takeovers. Section 203 prevents certain
Delaware corporations, including those whose securities are listed on a national securities
exchange, such as the New York Stock Exchange, from
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engaging, under certain circumstances, in a “business combination,” which includes a
merger or sale of more than 10% of the corporation’s assets, with any interested
stockholder for three years following the date that the stockholder became an interested
stockholder. An interested stockholder is a stockholder who acquired 15% or more of the
corporation’s outstanding voting stock without the prior approval of the corporation’s
board of directors.

The following summaries of provisions of our common stock and preferred stock are
not necessarily complete. You are urged to read carefully NiSource’s certificate of
incorporation and bylaws which are incorporated by reference as exhibits to the
registration statement of which this prospectus is a part.

Common Stock

NiSource common stock is listed on the New York Stock Exchange, the Chicago
Stock Exchange and the Pacific Exchange, under the symbol “NI.” Common
stockholders may receive dividends if and when declared by the board of directors.
Dividends may be paid in cash, stock or other form. In certain cases, common
stockholders may not receive dividends until obligations to any preferred stockholders
have been satisfied. All common stock will be fully paid and non-assessable. Each share
of common stock is entitled to one vote in the election of directors and other matters.
Common stockholders are not entitled to preemptive rights or cumulative voting rights.
Common stockholders will be notified of any stockholders’ meeting according to
applicable law. If NiSource liquidates, dissolves or winds-up its business, either
voluntarily or involuntarily, common stockholders will share equally in the assets
remaining after creditors and preferred stockholders are paid.

Preferred Stock

The board of directors can, without approval of stockholders, issue one or more series
of preferred stock. The board can also determine the number of shares of each series and
the rights, preferences and limitations of each series, including any dividend rights,
voting rights, conversion rights, redemption rights and liquidation preferences, the
number of shares constituting each series and the terms and conditions of issue. In some
cases, the issuance of preferred stock could delay a change in control of NiSource and
make it harder to remove incumbent management. Under certain circumstances, preferred
stock could also restrict dividend payments to holders of common stock. All preferred
stock will be fully paid and non-assessable.

The terms of the preferred stock that NiSource may offer will be established by or
pursuant to a resolution of the board of directors of NiSource and will be issued under
certificates of designation or through amendments to NiSource’s certificate of
incorporation. If NiSource offers to sell preferred stock, it will describe the specific terms
of the preferred stock in a supplement to this prospectus. NiSource will also indicate in



the suppiement whether the general terms and provisions described in this prospectus
apply to the preferred stock that NiSource may offer.

The following terms of the preferred stock, as applicable, will be set forthin a
prospectus supplement relating to the preferred stock:
» the title and stated value;
o the number of shares NiSource is offering;
» the liquidation preference per share;
« the purchase price;
» the dividend rate, period and payment date, and method of calculation of dividends;

 whether dividends will be cumulative or non-cumulative and, if cumulative, the date
from which dividends will accumulate;

» the procedures for any auction and remarketing, if any;
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» the provisions for a sinking fund, if any;

» the provisions for redemption or repurchase, if applicable, and any restrictions on
NiSource’s ability to exercise those redemption and repurchase rights;

* any listing of the preferred stock on any securities exchange or market;

» voting rights, if any;

* preemptive rights, if any;

« restrictions on transfer, sale or other assignment, if any;

« whether interests in the preferred stock will be represented by depositary shares;

» a discussion of any material or special United States federal income tax
considerations applicable to the preferred stock;

« the relative ranking and preferences of the preferred stock as to dividend or
liquidation rights;

» any limitations on issuance of any class or series of preferred stock ranking senior to
or on a parity with the series of preferred stock as to dividend or liquidation
rights; and

» any other material specific terms, preferences, rights or limitations of, or restrictions
on, the preferred stock.

The terms, if any, on which the preferred stock may be exchanged for or converted
into shares of common stock or any other security and, if applicable, the conversion or
exchange price, or how it will be calculated, and the conversion or exchange period will
be set forth in the applicable prospectus supplement.

The preferred stock or any series of preferred stock may be represented, in whole or
in part, by one or more global certificates, which will have an aggregate liquidation
preference equal to that of the preferred stock represented by the global certificate.
Each global certificate will:

* be registered in the name of a depositary or a nominee of the depositary identified in
the prospectus supplement;



* be deposited with such depositary or nominee or a custodian for the depositary; and

* bear a legend regarding the restrictions on exchanges and registration of transfer and
any other matters as may be provided for under the certificate of designation,
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DESCRIPTION OF THE DEBT SECURITIES

NiSource Finance may issue the debt securities, in one or more series, from time to
time under an Indenture, dated as of November 14, 2000, among NiSource Finance,
NiSource, as guarantor, and The Chase Manhattan Bank, as trustee. The Chase
Manhattan Bank, as trustee under the Indenture, will act as indenture trustee for the
purposes of the Trust Indenfure Act. We have filed a copy of the Indenture as an exhibit
to the registration statement of which this prospectus forms a part.

This section briefly summarizes some of the terms of the debt securities and the
Indenture. This section does not contain a complete description of the debt securities or
the Indenture. The description of the debt securities is qualified in its entirety by the
provisions of the Indenture. References to section numbers in this description of the debt
securities, unless otherwise indicated, are references to section numbers of the Indenture.

General

The Indenture does not limit the amount of debt securities that may be issued. The
Indenture provides for the issuance of debt securities from time to time in one or more
series. The terms of each series of debt securities may be established in a supplemental
indenture or in resolutions of NiSource Finance’s Board of Directors or a committee of
the board.

The debt securities:

» are direct senior unsecured obligations of NiSource Finance;

» are equal in right of payment to any other senior unsecured obligations of NiSource
Finance; and

» are guaranteed on a senior unsecured basis by NiSource.

NiSource Finance is a special purpose financing subsidiary formed solely as a
financing vehicle for NiSource and its subsidiaries. Therefore, the ability of NiSource
Finance to pay its obligations under the debt securities is dependent upon the receipt by it
of payments from NiSource. If NiSource were not to make such payments for any reason,
the holders of the debt securities would have to rely on the enforcement of NiSource’s
guarantee described below.

If NiSource Finance uses this prospectus to offer debt securities, an accompanying
prospectus supplement will describe the following terms of the debt securities being
offered, to the extent applicable:



» the title;
» any limit on the aggregate principal amount;
» the date or dates on which NiSource Finance will pay principal;

» the right, if any, to extend the date or dates on which NiSource Finance will pay
principal;

» the interest rates or the method of determining them and the date interest begins to
accrue;

» the interest payment dates and the regular record dates for any interest payment dates;

» the right, if any, to extend the interest payment periods and the duration of any
extension;

» the place or places where NiSource Finance will pay principal and interest;

» the terms and conditions of any optional redemption, including the date after which,
and the price or prices at which, NiSource Finance may redeem securities;

+ the terms and conditions of any optional purchase or repayment, including the date
after which, and the price or prices at which, holders may require NiSource Finance
to purchase, or a third party may require holders to sell, securities;
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* the terms and conditions of any mandatory or optional sinking fund redemption,
including the date after which, and the price or prices at which, NiSource Finance
may redeem securities;

* whether bearer securities will be issued;

+ the denominations in which NiSource Finance will issue securities;

» the currency or currencies in which NiSource Finance will pay principal and interest;
« any index or indices used to determine the amount of payments;

« the portion of principal payable on declaration of acceleration of maturity;

+ any additional events of default or covenants of NiSource Finance or NiSource
applicable to the debt securities;

» whether NiSource Finance will pay additional amounts in respect of taxes and similar
charges on debt securities held by a United States alien and whether NiSource
Finance may redeem those debt securities rather than pay additional amounts;

» whether NiSource Finance will issue the debt securities in whole or in part in global
form and, in such case, the depositary for such global securities and the
circumstances under which beneficial owners of interests in the global security may
exchange such interest for securities;

« the date or dates after which holders may convert the securities into shares of
NiSource common stock or preferred stock and the terms for that conversion; and

e any other terms of the securities.

The Indenture does not give holders of debt securities protection in the event of a
highly leveraged transaction or other transaction involving NiSource Finance or
NiSource. The Indenture also does not limit the ability of NiSource Finance or NiSource
to incur indebtedness or to declare or pay dividends on its capital stock.

Guarantee of NiSource

NiSource will fully and unconditionally guarantee to each holder of debt securities
and to the indenture trustee and its successors all the obligations of NiSource Finance
under the debt securities, including the due and punctual payment of the principal of, and
premium, if any, and interest, if any, on the debt securities, The guarantee applies
whether the payment is due at maturity, on an interest payment date or as a result of



acceleration, redemption or otherwise. The guarantee includes payment of interest on the
overdue principal of and interest, if any, on the debt securities (if lawful) and all other
obligations of NiSource Finance under the Indenture. The guarantee will remain valid
even if the Indenture is found to be invalid. NiSource is obligated under the guarantee to
pay any guaranteed amount immediately after NiSource Finance’s failure to do so.

NiSource is a holding company with no independent business operations or source of
income of its own. It conducts substantially all of its operations through its subsidiaries
and, as a result, NiSource depends on the earnings and cash flow of, and dividends or
distributions from, its subsidiaries to provide the funds necessary to meet its debt and
contractual obligations. A substantial portion of NiSource’s consolidated assets, earnings
and cash flow is derived from the operation of its regulated utility subsidiaries, whose
legal authority to pay dividends or make other distributions to NiSource is subject to
regulation. Northern Indiana Public Service Company’s debt indenture also provides that
Northern Indiana will not declare or pay any dividends on its common stock owned by
NiSource except out of earned surplus or net profits. Furthermore, as long as any shares
of Northern Indiana’s cumulative preferred stock are outstanding, Northern Indiana may
not declare or pay cash dividends on its common shares in excess of 75% of its net
income, provided that Northern Indiana may declare and pay cash dividends if the sum of
(1) Northern Indiana’s capital applicable to stock junior to the cumulative preferred stock
plus (2) the surplus, after giving effect to such dividends, is at least 25% of the sum of
(a) all of Northern Indiana’s
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obligations under any outstanding bonds, notes, debentures or other securities plus

(b) Northern Indiana’s total capital and surplus. Future dividends will depend upon
adequate retained earnings, adequate future earnings and the absence of adverse
developments. In addition, NiSource is registered as a holding company under the Public
Utility Holding Company Act of 1935. As a result, the corporate and financial activities
of NiSource and each of its subsidiaries (including their ability to pay dividends to
NiSource) are subject to regulation by the SEC,

NiSource’s holding company status also means that its right to participate in any
distribution of the assets of any of its subsidiaries upon liquidation, reorganization or
otherwise is subject to the prior claims of the creditors of each of the subsidiaries (except
to the extent that the claims of NiSource itself as a creditor of a subsidiary may be
recognized). Since this is true for NiSource, it is also true for the creditors of NiSource
(including the holders of the debt securities).

Conversion Rights

The terms, if any, on which a series of debt securities may be exchanged for or
converted into shares of common stock or preferred stock of NiSource will be set forth in
the applicable prospectus supplement.

Denomination, Registration and Transfer

NiSource Finance may issue the debt securities as registered securities in certificated
form or as global securities as described under the heading “Book-Entry Issuance.”
Unless otherwise specified in the applicable prospectus supplement, NiSource Finance
will issue registered debt securities in denominations of $1,000 or integral multiples of
$1,000. (See Section 302.)

If NiSource Finance issues the debt securities as registered securities, NiSource
Finance will keep at one of its offices or agencies a register in which it will provide for
the registration and transfer of the debt securities. NiSource Finance will appoint that
office or agency the security registrar for the purpose of registering and transferring the
debt securities.

The holder of any registered debt security may exchange the debt security for
registered debt securities of the same series having the same stated maturity date and
original issue date, in any authorized denominations, in like tenor and in the same
aggregate principal amount. The holder may exchange those debt securities by
surrendering them in a place of payment maintained for this purpose at the office or
agency NiSource Finance has appointed securities registrar. Holders may present the debt
securities for exchange or registration of transfer, duly endorsed or accompanied by a
duly executed written instrument of transfer satisfactory to NiSource Finance and the



securities registrar. No service charge will apply to any exchange or registration of
transfer, but NiSource Finance may require payment of any taxes and other governmental
charges as described in the Indenture. (See Section 305.)

If debt securities of any series are redeemed, NiSource Finance will not be required to
issue, register transfer of or exchange any debt securities of that series during the
15 business day period immediately preceding the day the relevant notice of redemption
is given. That notice will identify the serial numbers of the debt securities being
redeemed. After notice is given, NiSource Finance will not be required to issue, register
the transfer of or exchange any debt securities that have been selected to be either
partially or fully redeemed, except the unredeemed portion of any debt security being
partially redeemed. (See Section 305.)

Payment and Paying Agents

Unless otherwise indicated in the applicable prospectus supplement, on each interest
payment date, NiSource Finance will pay interest on each debt security to the person in
whose name that debt security is registered as of the close of business on the record date

relating to that interest payment date. If NiSource
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Finance defaults in the payment of interest on any debt security, it may pay that defaulted
interest to the registered owner of that debt security: '

« as of the close of business on a date that the indenture trustee selects, which may not
be more than 15 days or less than 10 days before the date NiSource Finance proposes
to pay the defaulted interest, or

+ in any other lawful manner that does not violate the requirements of any securities
exchange on which that debt security is listed and that the indenture trustee believes
is acceptable.

{See Section 307.)

Unless otherwise indicated in the applicable prospectus supplement, NiSoutrce
Finance will pay the principal of and any premium or interest on the debt securities when
they are presented at the office of the indenture trustee, as paying agent. NiSource
Finance may change the place of payment on the debt securities, appoint one or more
additional paying agents, and remove any paying agent.

Redemption
The applicable prospectus supplement will contain the specific terms on which
NiSource Finance may redeem a series of debt securities prior to its stated maturity.
NiSource Finance will send a notice of redemption to holders at least 30 days but not
more than 60 days prior to the redemption date. The notice will state:
» the redemption date;
« the redemption price;
« if less than all of the debt securities of the series are being redeemed, the particular
debt securities to be redeemed (and the principal amounts, in the case of a partial

redemption);

» that on the redemption date, the redemption price will become due and payable and
any applicable interest will cease to accrue on and after that date;

« the place or places of payment; and
« whether the redemption is for a sinking fund.

(See Section 1104.)



On or before any redemption date, NiSource Finance will deposit an amount of
money with the indenture trustee or with a paying agent sufficient to pay the redemption
price. (See Section 1105.)

If NiSource Finance is redeeming less than all the debt securities, the indenture
trustee will select the debt securities to be redeemed using a method it considers fair and
appropriate. After the redemption date, holders of redeemed debt securities will have no
rights with respect to the debt securities except the right to receive the redemption price
and any unpaid interest to the redemption date. (See Section 1103.)

Consolidation, Merger, Conveyance, Transfer or Lease
Neither NiSource Finance nor NiSource shall consolidate or merge with any other

corporation or convey, transfer or lease substantially all of its assets or properties to any
entity unless:

» that corporation or entity is organized under the laws of the United States or any state
thereof,

» that corporation or entity assumes NiSource Finance’s or NiSource’s obligations, as
applicable, under the Indenture;
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» after giving effect to the transaction, NiSource Finance and NiSource are not in
default under the Indenture; and

= NiSource Finance or NiSource, as applicable, delivers to the indenture trustee an
officer’s certificate and an opinion of counsel to the effect that the transaction
complies with the Indenture,

(See Section 801.)

The Indenture does not give holders of the debt securities protection in the event of a
highly leveraged transaction or other transaction involving NiSource Finance or
NiSource. The Indenture also does not limit the ability of NiSource Finance to incur
indebtedness or to declare or pay dividends on its capital stock.

Limitation on Liens

As long as any debt securities remain outstanding, neither NiSource Finance,
NiSource nor any subsidiary of NiSource other than a utility may issue, assume or
guarantee any debt secured by any mortgage, security interest, pledge, lien or other
encumbrance on any property owned by NiSource Finance, NiSource or that subsidiary,
except intercompany indebtedness, without also securing the debt securities equally and
ratably with (or prior to) the new debt, unless the total amount of all of the secured debt
would not exceed 10% of the consolidated net tangible assets of NiSource and its
subsidiaries (other than utilities).

In addition, the lien limitations do not apply to NiSource Finance’s, NiSource’s and
any subsidiary’s ability to do the following:
* create mortgages on any property and on certain improvements and accessions on
such property acquired, constructed or improved after the date of the Indenture;
* assume existing mortgages on any property or indebtedness of an entity which is
merged with or into, or consolidated with NiSource Finance, NiSource and any
subsidiary;

* assume existing mortgages on any property or indebtedness of an entity existing at
the time it becomes a subsidiary;

* create mortgages to secure debt of a subsidiary to NiSource or to another subsidiary;

» create mortgages in favor of governmental entities to secure payment under a contract
or statute or mortgages to secure the financing of constructing or improving property,



including mortgages for pollution control or industrial revenue bonds;

» create mortgages to secure debt of NiSource or its subsidiaries maturing within
12 months and created in the ordinary course of business;

» create mortgages to secure the cost of exploration, drilling or development of natural
gas, oil or other mineral property;

« to continue mortgages existing on the date of the Indenture; and
= create mortgages to extend, renew or replace indebtedness secured by any mortgage
referred to above provided that the principal amount of indebtedness and the property

securing the indebtedness shall not exceed the amount secured by the mortgage being
extended, renewed or replaced.

(See Section 1008.)
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Events of Default

The Indenture provides, with respect to any outstanding series of debt securities, that
any of the following events constitutes an “Event of Default”:

» NiSource Finance defaults in the payment of any interest upon any debt security of
that series that becomes due and payable and the default continues for 60 days;

» NiSource Finance defaults in the payment of principal of or any premium on any debt
security of that series when due at its maturity, on redemption, by declaration or
otherwise and the default continues for three business days;

» NiSource Finance defaults in the deposit of any sinking fund payment when due and
the default continues for three business days;

» NiSource Finance or NiSource defaults in the performance of or breaches any
covenant or warranty in the Indenture for 90 days after written notice to NiSource
Finance and NiSource from the indenture trustee or to NiSource Finance, NiSource
and the indenture trustee from the holders of at least 33% of the outstanding debt
securities of that series;

* NiSource Finance or NiSource Capital Markets defaults under any bond, debenture,
note or other evidence of indebtedness for money borrowed by NiSource Finance or
NiSource Capital Markets, or NiSource Finance or NiSource Capital Markets defaults
under any mortgage, indenture or instrument under which there may be issued,
secured or evidenced indebtedness constituting a failure to pay in excess of
$50,000,000 of the principal or interest when due and payable, and in the event such
debt has become due as the result of an acceleration, such acceleration is not
rescinded or annulled or such debt is not paid within 60 days after written notice to
NiSource Finance and NiSource from the indenture trustee or to NiSource Finance,
NiSource and the indenture trustee from the holders of at least 33% of the outstanding
debt securities of that series;

« the NiSource guarantee ceases to be in full force and effect in any material respect or
is disaffirmed or denied (other than according to its terms), or is found to be
unenforceable or invalid; or

« certain events of bankruptcy, insolvency or reorganization of NiSource Finance,
NiSource Capital Markets or NiSource.

(See Section 501.)



If an Event of Default occurs with respect to debt securities of a particular series, the
indenture trustee or the holders of 33% in principal amount of the outstanding debt
securities of that series may declare the debt securities of that series due and payable
immediately. (See Section 502.)

The holders of a majority in principal amount of the outstanding debt securities of a
particular series will have the right to direct the time, method and place of conducting any
proceeding for any remedy available to the indenture trustee under the Indenture, or
exercising any trust or power conferred on the indenture trustee with respect to the debt
securities of that series. The indenture trustee may refuse to follow directions that are in
conflict with law or the Indenture, that expose the indenture trustee fo personal liability or
that are unduly prejudicial to other holders. The indenture trustee may take any other
action it deems proper that is not inconsistent with those directions. (See Section 512.)

The holders of a majority in principal amount of the outstanding debt securities of any
series may waive any past default under the Indenture and its consequences, except a
default:

» in respect of a payment of principal of, or premium, if any, or interest on any debt
security; or

« in respect of a covenant or provision that cannot be modified or amended without the
consent of the holder of each affected debt security.

(See Section 513.)
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At any time after the holders of the debt securities of a series declare that the debt
securities of that series are due and immediately payable, a majority in principal amount
of the outstanding holders of debt securities of that series may rescind and cancel the
declaration and its consequences: {1) before the indenture trustee has obtained a judgment
or decree for money, (2) if all defaults (other than the non-payment of principal which
have become due solely by the declaration) have been waived or cured, and (3) NiSource
or NiSource Finance has paid or deposited with the indenture trustee an amount sufficient

to pay:

» all overdue interest on the debt securities of that series;

» the principal of, and premium, if any, or interest on any debt securities of that series
which are due other than by the declaration;

« interest on overdue interest (if lawful); and
« sums paid or advanced by and amounts due the indenture trustee under the Indenture.
(See Section 502.)
Modification of Indenture
NiSource Finance, NiSource and the indenture trustee may modify or amend the
Indenture, without the consent of the holders of any debt securities, for any of the
following purposes:

« to evidence the succession of another person as obligor under the Indenture;

» to add to NiSource Finance’s or NiSource’s covenants or to surrender any right or
power conferred on NiSource Finance or NiSource under the Indenture;

« t0 add events of default;

* to add or change any provisions of the Indenture to provide that bearer securities may
be registrable as to principal, to change or eliminate any restrictions on the payment
of principal or premium on registered securities or of principal or premium or any
interest on bearer securities, to permit registered securities to be exchanged for bearer
securities or to permit the issuance of securities in uncertificated form (so long as the
modification or amendment does not materially adversely affect the interest of the
holders of debt securities of any series);

» to change or eliminate any provisions of the Indenture (so long as there are no



outstanding debt securities entitled to the benefit of the provision);

* to secure the debt securities;

» to establish the form or terms of debt securities of any series;

* to evidence or provide for the acceptance or appointment by a successor indenture
trustee or facilitate the administration of the trusts under the Indenture by more than
one indenture trustee; ‘

* to cure any ambiguity, defect or inconsistency in the Indenture (so long as the cure or
modification does not materially adversely affect the interest of the holders of debt

securities of any series);

» to effect assumption by NiSource or one of its subsidiaries of NiSource Finance’s
obligations under the Indenture; or

* to conform the Indenture to any amendment of the Trust Indenture Act.
(See Section 901.)

The Indenture provides that we and the indenture trustee may amend the Indenture or
the debt securities with the consent of the holders of a majority in principal amount of the

then outstanding debt securities of each series affected by the amendment voting as one
class. However, without the consent of
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each holder of any outstanding debt securities affected, an amendment or modification
may not, among other things:

« change the stated maturity of the principal or interest on any debt security;

« reduce the principal amount of, rate of interest on, or premium payable upon the
redemption of, any debt security;

» change the method of calculating the rate of interest on any debt security;

« change any obligation of NiSource Finance to pay additional amounts in respect of
any debt security;

« reduce the principal amount of a discount security that would be payable upon
acceleration of its maturity;

» change the place or currency of payment of principal of, or any premium or interest
on, any debt security;

« impair a holder’s right to institute suit for the enforcement of any payment after the
stated maturity or after any redemption date or repayment date;

» reduce the percentage of holders of debt securities necessary to modify or amend the
Indenture or to consent to any waiver under the Indenture;

« change any obligation of NiSource Finance to maintain an office or agency in each
place of payment or to maintain an office or agency outside the United States;

» modify the obligations of NiSource under its guarantee in any way adverse to the
interests of the holders of the debt securities; and

-« modify these requirements or reduce the percentage of holders of debt securities
necessary to waive any past default of certain covenants.

{See Section 902.)
Satisfaction and Discharge
Under the Indenture, NiSource Finance can terminate its obligations with respect to

debt securities of any series not previously delivered to the indenture trustee for
cancellation when those debt securities:

¢ have become due and payable;



+ will become due and payable at their stated maturity within one year; or

» are to be called for redemption within one year under arrangements satisfactory to the
indenture trustee for giving notice of redemption.

NiSource Finance may terminate its obligations with respect to the debt securities of
that series by depositing with the indenture trustee, as trust funds in trust dedicated solely
for that purpose, an amount sufficient to pay and discharge the entire indebtedness on the
debt securities of that series. In that case, the Indenture will cease to be of further effect
and NiSource Finance’s obligations will be satisfied and discharged with respect to that
series (except as to NiSource Finance’s obligations to pay all other amounts due under
the Indenture and to provide certain officers’ certificates and opinions of counsel to the
indenture trustee). At the expense of NiSource Finance, the indenture frustee will execute
proper instruments acknowledging the satisfaction and discharge. (See Section 401.)
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Book-Entry Issuance

Unless otherwise specified in the applicable prospectus supplement, NiSource
Finance will issue any debt securities offered under this prospectus as “global securities.”
We will describe the specific terms for issuing any debt security as a global security in
the prospectus supplement relating to that debt security.

Unless otherwise specified in the applicable prospectus supplement, The Depository
Trust Company, or DTC, will act as the depositary for any global securities. NiSource
Finance will issue global securities as fully registered securities registered in the name of
DTC’s nominee, Cede & Co. NiSource Finance will issue one or more fully registered
global securities for each issue of debt securities, each in the aggregate principal or stated
amount of such issue, and will deposit the global securities with DTC.

DTC is a limited-purpose trust company organized under the New York Banking
Law, a “banking organization” within the meaning of the New York Banking Law, a
member of the Federal Reserve System, a “clearing corporation” within the meaning of
the New York Uniform Commercial Code, and a “clearing agency” registered under the
provisions of Section 17A of the Securities Exchange Act. DTC holds securities that its
participants deposit with DTC. DTC also facilitates the settlement among participants of
securities transactions, such as transfers and pledges, in deposited securities through
electronic computerized book-entry changes in participants’ accounts, thereby
eliminating the need for physical movement of securities certificates. DTC’s direct
participants include securities brokers and dealers, banks, trust companies, clearing
corporations and certain other organizations. DTC is owned by a number of its direct
participants and by the New York Stock Exchange, Inc., the American Stock Exchange,
Inc. and the National Association of Securities Dealers, Inc. Access to DTC’s book-entry
system is also available to others, such as securities brokers and dealers, banks and trust
companies, that clear through or maintain a custodial relationship with a direct
participant. The rules applicable to DTC and its participants are on file with the SEC.

Purchases of securities under DTC’s system must be made by or through a direct
participant, which will receive a credit for such securities on DTC’s records. The
ownership interest of each actual purchaser of each security — the beneficial owner — is
in turn recorded on the records of direct and indirect participants. Beneficial owners will
not receive written confirmation from DTC of their purchases, but they should receive
written confirmations providing details of the transactions, as well as periodic statements
of their holdings, from the participants through which they entered into the transactions.
Transfers of ownership interest in the securities are accomplished by entries made on the
books of participants acting on behalf of beneficial owners. Beneficial owners will not
receive certificates representing their securities, except in the event that use of the book-
entry system for the securities is discontinued.



To facilitate subsequent transfers, all global securities that are deposited with, or on
behalf of, DTC are registered in the name of DTC’s nominee, Cede & Co. The deposit of
global securities with, or on behalf of, DTC and their registration in the name of
Cede & Co. effect no change in beneficial ownership. DTC has no knowledge of the
actual beneficial owners of the securities; DTC’s records reflect only the identity of the
direct participants to whose accounts such securities are credited, which may or may not
be the beneficial owners. The participants will remain responsible for keeping account of
their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to direct participants, by
direct participants to indirect participants and by direct and indirect participants to
beneficial owners will be governed by arrangements among them, subject to any statutory
or regulatory requirements as may be in effect from time to time.

Neither DTC nor Cede & Co. will consent or vote with respect to the global
securities. Under its usual procedures, DTC will mail an omnibus proxy to NiSource
Finance as soon as possible after the applicable record date. The omnibus proxy assigns
Cede & Co.’s consenting or voting rights to those direct participants to whose accounts
the securities are credited on the applicable record date (identified in a listing attached to
the omnibus proxy).
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Redemption proceeds, principal payments and any premium, interest or other
payments on the global securities will be made to Cede & Co., as nominee of DTC.
DTC’s practice is to credit direct participants’ accounts on the applicable payment date in
accordance with their respective holdings shown on DTC’s records, unless DTC has
reason to believe that it will not receive payment on that date. Payments by participants to
beneficial owners will be governed by standing instructions and customary practices, as
is the case with securities held for the accounts of customers in bearer form or registered
in “street name,” and will be the responsibility of the participant and not of DTC,
NiSource Finance, NiSource or the indenture trustee, subject to any statutory or
regulatory requirements in effect at the time. Payment of redemption payments, principal
and any premium, interest or other payments to DTC is the responsibility of NiSource
Finance and the applicable paying agent, disbursement of payments to direct participants
will be the responsibility of DTC, and disbursement of payments to the beneficial owners
will be the responsibility of direct and indirect participants.

If applicable, redemption notices will be sent to Cede & Co. If less than all of the debt
securities of like tenor and terms are being redeemed, DTC’s practice is to determine by
lot the amount of the interest of each direct participant in such issue to be redeemed.

A beneficial owner electing to have its interest in a global security repaid by
NiSource Finance will give any required notice through its participant and will effect
delivery of its interest by causing the direct participant to transfer the participant’s
interest in the global securities on DTC’s records to the appropriate party. The
requirement for physical delivery in connection with a demand for repayment will be
deemed satisfied when the ownership rights in the global securities are transferred on
DTC’s records.

DTC may discontinue providing its services as securities depositary with respect to
the global securifies at any time by giving reasonable notice to NiSource Finance or the
indenture trustee. Under such circumstances, in the event that a successor securities
depositary is not obtained, certificates for the securities are required to be printed and
delivered.

NiSource Finance may decide to discontinue use of the system of book-entry transfers
through DTC (or a successor securities depositary). In that event, certificates for the
securities will be printed and delivered.

We have provided the foregoing information with respect to DTC to the financial
community for information purposes only. We do not intend the information to serve as a
representation, warranty or contract modification of any kind. We have received the
information in this section concerning DTC and DTC’s system from sources that we
believe to be reliable, but we take no responsibility for the accuracy of this information.

Governing Law



The Indenture and the debt securities are governed by the internal laws of the State of
New York.

Information Concerning the Indenture Trustee

Prior to default, the indenture trustee will perform only those duties specifically set
forth in the Indenture. After default, the indenture trustee will exercise the same degree of
care as a prudent individual would exercise in the conduct of his or her own affairs. The
indenture trustee is under no obligation to exercise any of the powers vested in it by the
Indenture at the request of any holder of debt securities unless the holder offers the
indenture trustee reasonable indemnity against the costs, expenses and liability that the
indenture trustee might incur in exercising those powers. The indenture trustee is not
required to expend or risk its own funds or otherwise incur personal financial liability in
the performance of its duties if it reasonably believes that it may not receive repayment or
adequate indemnity. (See Section 601.)

The indenture trustee, The Chase Manhattan Bank, is also the indenture trustee for
NiSource Capital Markets” senior and subordinated debt indentures and the indenture
governing the debenture portion of NiSource’s Stock Appreciation Income Linked
Securities (“SAILS”). The Chase Manhattan Bank is the property trustee, and Chase
Manhaitan Bank Delaware is the Delaware trustee, for the preferred securities
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included in NiSource’s Premium Income Equity Securities (“PIES™™). The Chase
Manhattan Bank is the purchase contract agent and collateral agent for the NiSource
PIES and SAILS. The Chase Manhattan Bank also lends to Columbia Energy Group and
extends a letter of credit facility to NiSource Capital Markets. ChaseMellon Shareholder
Services, L.L.C., an affiliate of The Chase Manhattan Bank, is the transfer agent and
registrar for the common stock, the rights agent for NiSource’s preferred stock purchase
rights and the exchange agent for the merger in connection with NiSource’s acquisition
of Columbia.

PLAN OF DISTRIBUTION

We may sell the securities to or through underwriters, through dealers or agents,
directly to you or through a combination of these methods. The prospectus supplement
with respect to any offering of securities will describe the specific terms of the securities
being offered, including:

* the name or names of any underwriters, dealers or agents;

» the purchase price of the securities and the proceeds to NiSource or NiSource Finance
from the sale;

» any underwriting discounts and commissions or agency fees and other items
constituting underwriters” or agents’ compensation;

» any initial public offering price;
« any discounts or concessions allowed or reallowed or paid to dealers; and
* any securities exchange on which the offered securities may be listed.

Through Underwriters. If we use underwriters in the sale of the securities, the
underwriters will acquire the offered securities for their own account, We will execute an
underwriting agreement with an underwriter or underwriters once an agreement for saie
of the securities is reached. The underwriters may resell the offered securities in one or
more transactions, including negotiated transactions, at a fixed public offering price or at
varying prices determined at the time of sale. The underwriters may sell the offered
securities directly or through underwriting syndicates represented by managing
underwriters. Unless otherwise stated in the prospectus supplement relating to offered
securities, the obligations of the underwriters to purchase those offered securities will be
subject to certain conditions, and the underwriters will be obligated to purchase all of
those offered securities if they purchase any of them.



Through Dealers. If we use a dealer to sell the securities, we will sell the offered
securities to the dealer as principal. The dealer may then resell those offered securities at
varying prices determined at the time of resale. Any initial public offering price and any
discounts or concessions allowed or reallowed or paid to dealers may be changed from
time to time.

Through Agents. If we use agents in the sale of securities, we may designate one or
more agents fo sell offered securities. Unless otherwise stated in a prospectus supplement,
the agents will agree fo use their best efforts to solicit purchases for the period of their
appointment.

Directly to Purchasers. We may sell the offered securities directly to one or more
purchasers. In this case, no underwriters, dealers or agents would be involved. We will
describe the terms of our direct sales in our prospectus supplement.

General Information. A prospectus supplement will state the name of any
underwriter, dealer or agent and the amount of any compensation, underwriting discounts
or concessions paid, allowed or reallowed to them. A prospectus supplement will also
state the proceeds to us from the sale of offered securities, any initial public offering price
and other terms of the offering of those offered securities.

Our agents, underwriters and dealers, or their affiliates, may be customers of, engage
in transactions with or perform services for us in the ordinary course of business.
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We may authorize agents, underwriters or dealers to solicit offers by certain
institutions to purchase offered securities from us at the public offering price and on
terms described in the related prospectus supplement pursuant to delayed delivery
contracts providing for payment and delivery on a specified date in the future. If we use
delayed delivery contracts, we will disclose that we are using them in our prospectus
supplement and will tell you when we will demand payment and delivery of the
securities. The delayed delivery contracts will be subject only to the conditions we set
forth in our prospectus supplement.

We may enter into agreements to indemnify agents, underwriters and dealers against
certain civil liabilities, including liabilities under the Securities Act of 1933.

LEGAL OPINIONS

Schiff Hardin & Waite, Chicago, Illinois, will pass upon the validity of the securities
offered by this prospectus for us. The opinions with respect to the securities may be
subject to assumptions regarding future action to be taken by us and the trustee, if
applicable, in connection with the issuance and sale of the securities, the specific terms of
the securities and other matters that may affect the validity of securities but that cannot be
ascertained on the date of those opinions. Peter V. Fazio, Jr., a partner of the firm who
also serves as general counsel of NiSource, holds approximately 11,400 shares of
NiSource common stock.

EXPERTS

The consolidated financial statements and schedules of NiSource Inc. (incorporated in
Indiana) and the consolidated financial statements of Columbia Energy Group
incorporated by reference herein have been audited by Arthur Andersen LLP,
independent public accountants, as indicated in their reports with respect thereto, and are
incorporated by reference herein in reliance upon the authority of said firm as experts in
giving said reports.
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NISOURCE INC.

COMMON STCCK
PREFERRED STOCK
GUARANTEES OF DEBT SECURITIES

NISCURCE FINANCE CORP.

DEBT SECURITIES
FULLY AND UNCONDITIONALLY GUARANTEED AS TO
PAYMENT OF PRINCIPAL, PREMIUM
(IF ANY) AND INTEREST (IF ANY) BY
' NISCOURCE INC.

UNDERWRITING AGREEMENT
1. INTRODUCTORY. HNiSource Inc., a Delaware corporation

("NISOURCE"™), proposes to issue and sell from time to time certain of
its common stock, par value $.01 per share ("COMMON STOCK") and

preferred stock, and to issue guarantees of the debt securities issued

from time to time by NiSocurce Finance Corp. as described herein, and
NiSource Finance Corp., an Indiana corporation and a wholly owned
subsidiary of NiScurce ("NISCURCE FINANCE"), proposes to issue and
sell from time to time certain of its unsecured debt securities, in
each case registered under the registration statement referred to in
Section 2(a} ("REGISTERED SECURITIES").

The Registered Securities constituting debt securities will be
issued under an indenture, dated as of November 14, 2000
{"INDENTURE"), among NiSource Finance, NiSource and The Chase
Manhattan Bank, as Trustee, in one or more series, which series may
vary as to interest rates, maturities, redemption provisions, selling
prices and other terms. The Registered Securities constituting debt
securities will be guaranteed as to principazl, premium, if any,

interest, if any, and additional amounts, i1f any, by NiSource pursuant

to the guarantee set forth in the Indenture, which guarantee will be
endorsed on each debt security, authenticated and delivered pursuant
to the Indenture (the "GUARANTEE" and, collectively, the
"GUARANTEES") .

The Registered Securities constituting preferred stock may be
issued in one or more series, which series may vary as to dividend
rates, redemption provisions, selling prices and other terms.

Particular series or offerings of Registered Securities will be
sold pursuant to a Terms Agreement referred to in Section 3, for
resale in accordance with terms of offering determined at the time of
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gale.

The Registered Securities involved in any such cffering are
hereinafter referred tc as the "OFFERED SECURITIES". The firm or

firms which agree to purchase the Offered Securities are hereinafter
referred to as the "UNDERWRITERS" of such securities, and the
representative or representatives of the Underwriters, if any,
specified in a Terms Agreement referred to in Section 3 are
hereinafter referred to as the "REPRESENTATIVES"; provided, however,
that if the Terms Agreement does not specify any representative of the
Underwriters, the term "Representatives", as used in this Agreement
(octher than in Sections 2(b), 5{d) and 6 and the second sentence of
Section 3), shall mean the Underwriters.

2. REPRESENTATIONS AND WARRANTIES OF NISOURCE AND NISOURCE
FINANCE. NiSource and NiSource Finance, as of the date of each Terms
Agreement referred to in Section 3, represent and warrant to, and
agree with, the Underwriters that:

(a) A registration statement (No. 333-49330), including a
prospectus, relatiag to the Registered Securities has been filed
with the Securities and Exchange Commission {"COMMISSION") and
has become effective. Such registration statement, as amended at
the time of any Terms Agreement referred to in Section 3, is
hereinafter referred to as the "REGISTRATION STATEMENT", and the
prospectus included in such Registration Statement, as
supplemented as contemplated by Section 3 to reflect the terms of
the Offered Securities (if they are debt securities or preferred
stock) and the terms of the offering of the Offersd Securities,
as first filed with the Commission pursuant to and in accordance
with Rule 424 (b) ("RULE 424 (b)") under the Securities Act of 1833
{"ACT"), dincluding all material incorporated by reference
therein, is hereinafter referred te as the "PROSPECTUS". No
document has been or will be prepared or distributed in reliance
on Rule 434 under the Act,

(b} On the effective date of the registration statement
relating to the Registered Securities, such registration
statement conformed in all respects to the requirements of the
Act, the Trust Indenture Act of 1939 ("TRUST INDENTURE ACT") and
the rules and regulations of the Commission ("RULES AND
REGULATIONS™) and did not include any untrue statement of a
material fact or omit to state any material fact reguired to be
stated therein or necessary to make the statements therein not
misleading, and on the date of each Terms Agreement referred to
in Section 3, the Registration Statement and the Prospectus will
conform in all respects to the requirements of -the Act, the Trust
Indenture Act and the Rules and Regulations, and neither of such
documents will include any untrue statement of a material fact or
omit to state any material fact required to be stated therein or
necessary to make the statements therein not misleading, except
that the foregoing does not apply to statements in or omissions
from any of such documents based upon written information
furnished to NiSource or NiSource Finance by any Underwriter
through the Representatives, if any, specifically for use
therein.
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(c) NiScurce has been duly incorporated and is an existing
corporation in good standing under the laws of the State of
Delaware, with power and authority (corporate and cther) to own
its properties and conduct its business as described in the
Prospectus; and NiSource is duly qualified to transact business
as a foreign corporation in good standing in all other
jurisdictions in which its ownership or lease of property or the
conduct of its business reguires such qualification, or is
subject to no material liability or disability by reason of the
failure to be so qualified in any such jurisdiction.

(d} NiSource Finance has been duly incorporated and is an
existing corporation in good standing under the laws of the State
of Indiana, with power and authority (corporate and other) to own
its properties and conduct its business as described in the
Prospectus; and NiSource Finance is duly qualified to transact
business as a foreign corporation in good standing in all other
jurisdictions in which its. ownership or lease of property or the
conduct of its business requires such qualification, or is
subject to no material liability or disability by reason of the
failure to be so qualified in any such jurisdiction; all of the
issued and outstanding capital stock of NiSource Finance has been
duly authorized and validly issued and is fully paid and
nonassessable; and the capital stock of NiSource Finance is owned
by NiSource free from liens, encumbrances and defects.

{e) Each significant subsidiary (as defined in Rule 405
under the Act) of NiSource {each direct and indirect significant
subsidiary of NiSource other than NiSource Finance being
hereinafter referred to as a "SIGNIFICANT SUBSIDIARY" and all
such direct and indirect significant subsidiaries of NiSource
other than NiScurce Finance being hereinafter referred to
collectively as the "SIGNIFICANT SUBSIDIARIES"), has been duly
incorporated and is an existing corporation in good standing
under the laws of the jurisdiction of its incorporation, with
power and authority (corporate and other} to own its properties
and conduct its business as described in the Prospectus; and each
Significant Subsidiary is duly gualified to do business as a
foreign corporation in good standing in all other jurisdictions
in which its ownership or lease of property or the conduct of its
business requires such gualification, or is subject to no
material liability or disability by reason of the failure to be
so gualified in any such jurisdiction; all of the issued and
outstanding capital stock of each Significant Subsidiary has been
duly authorized and validly issued and is fully paid and
nonassessable; and except as otherwise disclosed in the
Prospectus, all of the capital stock of each Significant
Subsidiary is owned by NiSource, directly or through
subsidiaries, free from liens, encumbrances and defects.

(f) If the Offered Securities are debt securities issued by
NiSource Finance and guaranteed by NiSource: The Indenture has

3

been duly authorized by each of NiScurce and NiSource Finance and
has been duly gualified under the Trust Indenture Ackt; the
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Offered Securities which are debt securities have been duly
authorized by NiSource Finance; the Offered Securities which are
Guarantees have been duly authorized by NiSource; and when the
Offered Securities are delivered and paid for pursuant to the
Terms Agreement on the Closing Date (as defined below) or
pursuant to Delayed Delivery Contracts (as hereinafter defined),
the Indenture will have been duly executed and delivered by each
of NiSource and NiSource Finance, such Offered Securities will
have been duly executed, authenticated, issued and delivered and
will conform to the descriptions thereof contained in the
Prospectus and the Indenture and such Offered Securities which
are debt securities will constitute valid and legzlly binding
obligations of NiSource Finance, and such Offered Securities
which are Guarantees of such debt securities will constitute
valid and legally binding obligations cf NiSource, in each case,
enforceable in accordance with their terms, subject to
bankruptcy, inseolwvency, fraudulent transfer, reorganization,
moratorium and similtar laws of general applicability relating to
or affecting creditors' rights and to general eguity principles.

{g) If the Offered Securities are preferred stock: The
Offered Securities have been duly authorized and, when the
Offered Securities have been delivered and paid for in accordance
with the Terms Agreement on the Closing Date, such Cffered
Securities will have been validly issued, fully paid and
nonassessable and will conform to the description thereof
contained in the Prospectus; and the stockholders of NiSource
have no preemptive rights with respect to the Offered Securities.

(h) If the Offered Securities are Common Stock: The
Offered Securities and all other outstanding shares of capital
stock of NiSource have been duly asthorized; all outstanding
shares of capital stock of NiSource are, and, when the Offered
Securities have been delivered and paid for in accordance with
the Terms Agreement on the Closing Date, such Offered Securities
will have been validly issued, fully paid and nonassessable and
will conform to the description thereof contained in the
Prospectus; and the stockholders of NiSource have no preemptive
rights with respect to the Offered Securities.

(3} If the Offered Securities are convertible into Common
Stock: When the Offered Securities are delivered and paid for
pursuant to the Terms Agreement on the Closing Date, such Offered
Securities will be convertible into Common Stock of NiScurce in
accordance with their terms (if the Offered Securities are
preferred stock}) or the Indenture (if the Cffered Securities are
debt securities); the shares of Common Stock initially issuable
upon conversion of such Offered Securities have been duly
authorized and reserved for issuance upon such conversion and,
when issued upon such conversion, will be validly issued, fully

4

paid and nonassessable; the outstanding shares of Common Stock
have been duly authorized and validly issued, are fully paid and
nonassessable and conform to the description thereof contained in
the Prospectus; and the stockholders of NiSocurce have no
preemptive rights with respect to the Common Stock.
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() If the Offered Securities are Common Stock or are
convertible into Commeon Stock: Except as disclosed in the
Prospectus, there are no contracts, agreements or understandings
between NiSource or NiScurce Finance and any perscn that would
give rise to a valid claim against NiSource, NiSource Finance or
any Underwriter for a brokerage commission, finder's fee or other
iike payment in connection with the sale of the Offered
Securities.

{k) If the Offered Securities are Common Stock or are
convertible into Common Stock: Except for the obligations of
NiSource and NiSource Finance pursuant to the Registration Rights
Agreement dated November 9, 2000 and except for registration
obligations in connection with the remarketing of NiScurce's
Stock Appreciation Income Linked Securities ("SAILS{SM}") and
Premium Income Equity Securities ("PIES{SM}"), there are no
contracts, agreements or understandings between NiSource or
NiSource Finance and any person granting such person the right to
reguire NiSource or NiSocurce Finance to file a registration
statement under the Act with respect to any securities of
NiSource or NiSource Finance owned or to be owned by such person
or to require NiSource or NiSocurce Finance to include such
securities with the securities registered pursuant to the
Registration Statement or with any securities being registered
pursuant to any cother registration statement filed by NiSource or
NiSource Finance under the Act.

(1} If the Offered Securities are Common Stock or are
convertible into Common Stock: The outstanding shares of Ccmmon
Stock are listed on The New York Stock Exchange {the "STOCK
EXCHANGE") and the Offered Securities (if they are Common Stock)
or the Common Stock into which the Offered Securities are
convertible (if they are convertible) have been approved for
listing on the Stock Exchange, subject to notice of lssuance. If
the Cffered Securities are debt securities or preferred stock:
The Offered Securities have been approved for listing on the
stock exchange indicated in the Terms Agreement, subject to
notice of issuance.

{m) No consent, approval, authorization, or order of, or
£iling with, any governmental agency or body or any court is
required for the consummation of the transactions contemplated by
the Terms Agreement {including the provisions of this Agresement)
in connection with the issuance and sale of the Offered
Securities by NiSource and/or NiSource Finance, as the case may
be, except such as have been obtained and made under the Act and,

5

if the Offered Securities are debt securities, the Trust
Indenture Act, and such as may be required under the Public
Utility Holding Company Act of 1935, as amended, and under state
gsecurities laws.

{n) The execution, delivery and performance of the
Indenture {if the Offered Securities are debt securities), the
Terms Agreement {including the provisions of this Agreement} and
any Delayed Delivery Contracts and the issuance and sale of the
Offered Securities and, if the Offered Securities are debt
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securities issued by NiSource Finance and guaranteed by NiSource
or preferred stock, compliance with the terms and provisions
thereof will not result in a breach or viclation of any of the
terms and provisions of, or constitute a default under, (i} the
charter or by-laws of NiSource, NiSource Finance or any
subsidiary of NiSource (each direct and indirect subsidiary of
NiSource other than NiSource Finance being hereinafter referred
to as a "SUBSIDIARY" and all such direct and indirect
subsidiaries of NiSource other than NiSource Finance being
hereinafter referred to coliectively as the "SUBSIDIARIES"), (ii}
any statute, any rule, regulation or order of any governmental
agency or body or any court, domestic or foreign, having
jurisdiction over NiSource, NiSource Finance or any Subsidiary or
any of their properties, or {iii) any agreement or instrument to
which NiSource, NiSource Finance or any Subsidiary is a party or
by which NiSource, NiSource Finance or any Subsidiary is bound or
to which any of the properties of NiSource, NiSource Finance or
any Subsidiary is subject, except in the case of clauses (ii)
and (iii) where such violation, breach or default would not,
individually or in the aggregate, have a material adverse effect
on the condition {financial or other), business, properties or
results of operations of NiSource, NiSource ¥inance and the
Subsidiaries taken as a whole ("MATERIAL ADVERSE EFFECT") and
would not materially and adversely affect the ability of either
NiSource or NiSource Finance to perform its obligations under the
Indenture {if the Offered Securities are debt securities issued
by NiSource Finance and guaranteed by NiSource), the Terms
Agreement (including the provisions of this Agreement) or any
Delayed Delivery Contracts, or which would otherwise be materiazl
in the context of the sale of the Cffered Securities; and each of
NiScurce and NiScurce Finance has full power and authority to
authorize, issue and sell the Offered Securities as contemplated
by the Terms Agreement (including the provisions of this
Agreement) .

{c) The Terms Agreement (including the provisions of this
Agreement) and, if the Offered Securities are debt securities or
preferred stock, any Delayed Delivery Contracts have each bezen
duly authorized, executed and delivered by NiScurce and/or
NiSource Finance, as the case may be.

(p} Except as disclosed in the Prospectus, NiSource,
NiScurce Finance and the Subsidiaries have good and marketable
title to all real properties and all other properties and assets
owned by them, in each case free from liens, encumbrances and
defects that would materially interfere with the use made or to
be made therecf by them or would, individually or in the
aggregate, have a Material Adverse Effect; and except as
disclosed in the Prospectus, NiSource, NiSource Finance and the
Subsidiaries hold any lessed real or personal property under
valid and enforceable leases with no exceptions that would
materially interfere with the use made or to be made thereof by
them or would, individually or in the aggregate, have a Material
Adverse Effect,.

file://C:\Documents and Settings\nlemast\L.ocal Settings\Temp\QuickPlace\2007-00008 A... 4/22/2007


file://C:Documents

Page 7 of 30

(g) NiSource, NiSource Finance and the Subsidiaries possess
adeguate certificates, authorities or permits issued by
appropriate governmental agencies or bodies necessary to conduct
the business now operated by them and have not received any
notice of proceedings relating to the revocation or modification
of any such certificate, authority or permit that, if determined
adversely to NiSource, NiSource Finance or any of the
Subsidiaries would individually or in the aggregate have a
Material Adverse Effect.

(r) Except as disclosed in the Prospectus, none of
NiSource, NiSource Finance or any Significant Subsidiary has any
material contingent liability.

(3) Except as disclosed in the Prospectus, there are no
pending actions, suits, proceedings or investigations against or
affecting NiSource, NiSource Finance or any Subsidiary or any of
their respective properties, assets or operations that could,
individually or in the aggregate, be reasonably expected Lo have
a Material Adverse Effect or to affect materially and adversely
the ability of either NiSource or NiSource Finance to perform its
obligations under the Indenture (if the Offered Securities are
debt securities issued by NiSource Finance and guaranteed by
NiSource}, the Terms Agreement (including the provisions of this
Agreement) or any Delayed Delivery Contracts, or which are
otherwise material in the context of the sale ¢of the Offered
Securities; and nc such actions, suits, proceedings or
investigations are threatened or, to the knowledge of NiSource or
NiScurce Finance, contemplated.

{t) The financial statements of NiSource, NiScurce Inc., an
Indiana corporation and a predecessor of NiSource {"NISCOURCE
INDIANA"), and Columbia Energy Group, a Delaware corperation and
a predecessor of NiScurce ("COLUMBIA ENERGY"), included in the
Registration Statement and Prospectus present fairly the
financial position of the entity presented and its consolidated
subsidiaries as of the dates shown and their results of
operations and cash flows for the periods shown, and, except as

7

otherwise disclosed in the Prospectus, such financial statements
have been prepared in conformity with generally accepted
accounting principles in the United States applied on a
consistent basis with all other financial statements presented
for such entity; any schedules included in the Registration
Statement present fairly the information required to be stated
therein; and the assumptions used in preparing the pro forma
financial statements, the other pro forma financial information
and the adjusted capitalization included in the Registration
Statement and the Prospectus provide a reascnable basis for
presenting the significant effects directly attributable to the
transactions or events described therein, the related pro forma
adjustments give appropriate effect to those assumptions, and the
pro forma columns therein reflect the proper application of those
adjustments to the corresponding historical financial statement
anounts.

{u) Except as disclosed in the Prospectus, since the date
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of the latest audited financial statements included in the
Prospectus there has been no material adverse change, nor any
development or event involving a prospective material adverse
change, in the condition (financial or other), business,
properties or results of operations of NiSource, NiSource Finance
and the Subsidiaries taken as a whole, and, except as disclosed
in or contemplated by the Prospectus, there has been no dividend
or distribution of any kind declared, paid or made by either
NiSource or NiSouce Finance on any class of its capital stock.

(v) Neither NiSource nor NiSource Finance is and, after
giving effect to the offering and sale of the Offered Securities
and the application of the proceeds thereof as described in the
Prospectus, neither will be an "INVESTMENT COMPANY" as defined in
the Investment Company Act of 1940,

{w) NiSource is a "PUBLIC UTILITY HOLDING COMPANY" within
the meaning of the Public Utility Helding Company Act of 1935, as
amended, and is registered in compliance therewith. All
necessary approvals under the Public Utility Holding Company Act
of 1935, as amended, for the issuance and sale of the Cffered
Securities and, 1f the Offered Securities are preferred stock or
debt securities issued by NiSource Finance and guaranteed by
NiSource, compliance with the terms and provisions thereof, have
been obtained.

(x} Neither NiSource, NiSource Finance nor any affiliate of
either of them does business with the government of Cuba or with
any person or affiliate located in Cuba within the meaning of
Section 517.075, Florida Statutes and each of NiSocurce and
NiScurce Finance agrees to comply with such Section if prior to
the completion of the distribution of the Offered Securities it
commences doing such business.

3. PURCHASE AND OFFERING CF OFFERED SECURITIES. The
obligations of the Underwriters to purchase the Offered Securities
will be evidenced by an agreement or exchange of other written
communications ("TERMS AGREEMENT") at the time NiSource and/or
NiSource Finance, as the case may be, determines toc sell the QOffered
Securities. The Terms Agreement will incorporate by reference the
provisions of this Agreement, except as otherwise provided therein,
and will specify the firm or firms which will be Underwriters, the
names of the Representatives, the principal amount or number of shares
to be purchased by each Underwriter, the purchase price to be paid by
the Underwriters and (if the Offered Securities are debt securities or
preferred stock) the terms of the Offered Securities not already
specified (in the Indenture, in the case of Offered Securities that
are debt securities), including, but not limited to, interest rate {if
debt securities), dividend rate (if preferred stock), maturity (if
debt securities), any redemption provisions and any sinking fund
requirements and whether any of the Offered Securitles may be sold to
institutional investors pursuant to Delayed Delivery Contracts {as
defined below). The Terms Agreement will also specify the time and
date of delivery and payment (such time and date, or such other time
not later than seven full business days thereafter as the Underwriter
first named in the Terms Agreement (the "LEAD UNDERWRITER"} and
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NiSource and/or NiSource Finance, as the case may be, agree as the
time for payment and delivery, being herein and in the Terms Agreement
referred to as the "CLOSING DATE"), the place of delivery and payment
and any details of the terms of offering that should be reflected in
the prospectus supplement relating to the offering of the Offered
Securities. For purposes of Rule 15¢é~1 under the Securities Exchange
Act of 1934, the Closing Date (if later than the otherwise applicable
settlement date) shall be the date for payment of funds and delivery
of securities for all the Offered Securities sold pursuant to the
offering, other than Contract Securities {as defined below) for which
payment of funds and delivery of securities shall be as hereinafter
provided. The obligations of the Underwriters to purchase the Offered
Securities will be several and not joint. It is understood that the
Underwriters propose to offer the COffered Securities for sale as set
forth in the Prospectus.

If the Terms Agreement provides for sales of Offered Securities
pursuant tc delayed delivery contracts, NiSource and/or NiScurce
Finance, as the case may be, authorize the Underwriters to solicit
offers to purchase Offered Securities pursuant to delayed delivery
contracts substantially in the form of Annex I attached hereto
("DELAYED DELIVERY CONTRACTS"™) with such changes therein as NiSource
and/or NiSource Finance, as the case may be, may authorize or approve.
Delayed Delivery Contracts are to be with institutional investors,
including commercial and savings banks, insurance companies, pension
funds, investment companies and educational and charitable
institutions. ©On the Closing Date NiSource and/or NiSource Finance
will pay, as compensation, to the Representatives for the accounts of
the Underwriters, the fee set forth in such Terms Agreement in respect
of the principal amount or number of shares of Offered Securities to

9

be sold pursuant to Delayed Delivery Contracts {("CONTRACT
SECURITIES"). The Underwriters will not have any respensibility in
respect of the validity or the performance of Delayed Delivery
Contracts. If NiSource and/or NiSource Finance execute and deliver
Delayed Delivery Contracte, the Contract Securities will be deducted
from the Offered Securities Lo be purchased by the several
Underwriters and the aggregate principal amount or number of shares of
Offered Securities to be purchased by each Underwriter will be reduced
pro rata in proportion to the principal amount or number of shares of
Offered Securities set forth opposite each Underwriter's name in such
Terms Agreement, except to the extent that the Lead Underwriter
determines that such reduction shall be otherwise than pro rata and so
advises NiSource and/or NiSource Finance. WNiSource and/or NiSource
Finance will advise the Lead Underwriter not later than the business
day prior to the Closing Date of the principal amount or number of
shares of Contract Securities.

If the Cffered Securities are preferred stock or Common Stock,
the certificates for the Offered Securities delivered to the
Underwriters on the Closing Date will be in definitive form, and if
the Offered Securities are debt securities, the Offered Securities
delivered to the Underwriters on the Closing Date will be in
definitive fully registered form, in each case in such denominations
and registered in such names as the Lead Underwriter requests.

1f the Offered Securities are debt securities and the Terms
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Agreement specifies "Book-Entry Only"™ settlement or otherwise states
that the provisions of this paragraph shall apply, NiSource Finance
will deliver against payment of the purchase price the Cffered
Securities in the form of one or more permanent global securities in
definitive form (the "GLOBAL SECURITIES") deposited with the Trustee
as custodian for The Depository Trust Company ("DTCY) and registered
in the name of Cede & Co., as nominee for DIC. Interests in any
permanent global securities will be held only in book-entry form
through DTC, except in the limited circumstances described in the
Prospactus, Payment for the Offered Securities shall be made by the
Underwriters in Federal (same day) funds by official check or checks
or wire transfer to apn account previously designated by NiScurce
Finance at a bank acceptable to the Lead Underwriter, in each case
drawn to the order of NiSource Finance at the place of payment
specified in the Terms Agreement on the Closing Date, against delivery
to the Trustee as custodian for DTC of the Global Securities
representing all of the Offered Securitiles.

4, CERTAIN AGREEMENTS OF NISOURCE AND NISOURCE FINANCE. FEach
of NiSource and NiSource Finance agrees with the several Underwriters
that it will furnish to counsel for the Underwriters, one copy of the
executed registration statement relating to the Registered Securities,
including all exhibits, in the form it became effective and of all
amendments thereto and that, in connection with each offering of
Offered Securities:

10

{a) NiSource and NiSource Finance will f£ile the Prospectus
with the Commission pursuant to and in accordance with Rule
424{b) (2} {or, if applicable and if consented to by the Lead
Underwriter, subparagraph (53})) not later than the second business
day following the execution and delivery of the Terms Agreement.

(b)Y NiSource and NiScource PFinance will advise the Lead
Underwriter promptly of any proposal to amend or supplement the
Registration Statement or the Prospectus and will afford the Lead
Underwriter a reasonable cpportunity to comment on any such
proposed amendment or supplement; and NiScurce and NiSource
Finance will alsc advise the Lead Underwriter promptly of the
filing of any such amendment or supplement and of the institution
by the Commissicn ¢f any stop order proceedings in respect of the
Registration Statement or of any part therecf and will use its
best efforts to prevent the issuance of any such stop order and
to obtain as soon as pessible 1lts lifting, if issued.

{c) NiSource will comply with the provisions of the Act,
the Securities Exchange Act of 1934, as amended, and the Rules
and Regulations sc as to permit coumpletion of the distribution of
the Cffered Securities ag contemplated by the applicable Terms
Agreement {(including the provisions of this Agreement), the
Registration Statement and the Prospectus. If, at any time when
a prospectus relating to the Offered Securities is reqguired to be
delivered under the Act in connection with sales by any
Underwriter or dealexr, any event occurs as a result of which the
Prospectus as then amended or supplemented wculd include an
untrue statement of a material fact or omit Lo state any material
fact necessary to make the statements therein, in the light of
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the circumstances under which they were made, not misleading, or
if it is necessary at any time to amend the Prospectus to comply
with the Act, NiScurce and NiSocurce Finance promptly will notify
the Lead Underwriter of such event and will promptly prepare and
file with the Commission, at the expense of NiScurce and NiSource
Finance, an amendment or supplement which will correct such
statement or omission or an amendment which will effect such
compliance. Neither the Lead Underwriter's consent to, nor the
Underwriters' delivery of, any such amendment or supplement shall
constitute a waiver of any of the conditions set forth in Section
5 herecof.

{d} As soon as practicabie, but not later than 16 months,
after the date of each Terms Agreement, NiSource will make
generally available to its securityholders an earnings statement
covering a period of at least 12 months beginning after the later
of (i) the effective date of the registration statement relating
to the Reglstered Securities, (ii} the effective date of the most
recent post-effective amendment to the Registration Statement to
become effective prior to the date of such Terms Agreement and
(1iii) the date of NiSource's most recent Annual Repcrt on Form
10~K filed with the Commission prior to the date of such Terms

.
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Agreement, which will satisfy the provisions of Section 11{a) of
the Act.

{e) NiScurce or NiSource Finance will furnish to the
Representatives copies of the Registration Statement, including
all exhibits, any related preliminary prospectus, any related
preliminary prespectus supplement, the Prospectus and all
amendments and supplements to such documents, in each case as
soon as available and in such quantities as the Lead Underwriter
reasonably requests. NiSource or WNiSource Finance will pay the
expenses of printing and distributing to the Underwriters all
such documents.

(f) MNiSource or NiSource Finance will arrange for the
gualification of the Offered Securities for sale under the laws
of such -jurisdictions as the Lead Underwriter designates and will
continue such qualifications in effect so long as required for
the distribution, provided that, in connection with such
qualification, neither NiSource nor NiSource Finance shall be
reqguired to qualify as a foreign corporation or file a general
consent to service of process in any such jurisdiction.

{g) During the period of five years after the date of any
Terms Agreement, NiScurce will furnish to the Representatives
and, upon request, to each of the other Underwriters, if any, as
soon as practicable after the end of each fiscal year, a copy of
its annual report to stockholders for such year; and NiSource
will furnish to the Representative (i) as soon as available, a
copy of each report and any definitive proxy statement of
NiSource filed with the Commission under the Securities Exchange
Bect of 1934 or mailed to stockholders, and (ii) from time to
time, such other information concerning NiSource or NiSource
Finance as the Lead Underwriter may reasonably request.

file://C:\Documents and Settings\nlemast\Local Settings\Temp\QuickPlace\2007-00008 A...

4/22/2007


file://C:\Documents

Page 12 of 30

{h) Each of NiSocurce and/or NiSource Finance, as the case
may be, will pay all expenses incident to the performance of its
obligations under the Terms Agreement {including the provisions
of this Agreement), any filing fees or other ezxpenses {including
fees and disbursements of counsel) in connection with
qualification of the Registered Securities for sale under the
laws of such jurisdictions as the Lead Underwriter may designate
and the printing of memoranda relating thereto, any fees charged
by investment rating agencies for the rating of the Offered
Securities (if they are debt securities or preferred stock), any
applicable filing fee incident to, and the reasonable fees and
disbursements of counsel for the Underwriters in connection with,
any review by the National Assoclation of Securities Dealsrs,
Inc. of the Registered Securities, and any travel expenses of its
officers and emplovees and any other expenses incurred by it in
connection with attending cor hosting meetings with prospective
purchasers of Registered Securities.

12

{1} If the Offered Securities are debt securities or
preferred stock, neither NiSource nor NiSource Finance will
cffer, sell, contract to sell, pledge or otherwise dispose of,
directly or indirectly, or file with the Commission a
registration statement under the Act relating to United States
dollar-dencminated debt securities issued by NiSource Finance and
guaranteed by NiSource and having a maturity of more than one
year from the date of issue {if the Offered Securities are debt
sequrities) or any series of preferred stock issued by NiSource
{(if the Offered Securities are preferred stock), or publicly
disclose the intention to make any such offer, sale, pledge,
disposition or filing, without the prior written consent of the
Representatives for a period beginning at the time of execution
of the Terms Agreement and ending the number of days after the
Closing Date specified under "Blackout”™ in the Terms Agreement.

{1) If the Offered Securities are Common Stock or are
convertible intoc Common Stock, NiScurce will not offer, sell,
contract to sell, pledge or otherwise dispose of, directly or
indirectly, or file with the Commission a registration statement
under the Act relating to, any additional shares of its Common
Stock or securities convertible into or exchangeable or
exercisable for any shares of its Common Stock, or publiicly
disclose the intention to make any such offer, sale, pledge,
disposition or filing, withcut the pricr written consent of the
Representatives for a period beginning at the time of execution
of the Terms Agreement and ending the number of days after the
Closing Date specified under "Blackout™ in the Terms Agreement,
except issuances of Common Stock pursuant to the conversion or
exchange of convertible or exchangeable securities or the
exercise of warrants or options, in each case outstanding on the
date of the Terms Agreement, grants of employee stock options
pursuant to the terms of a plan in effect on the date of the
Terms Agreement, or issuances of Common Stock pursuant te the
exercise of such options.

5. CONDITIONS OF THE CRLIGATIONS CF THE UNDERWRITER. The
obligations of the several Underwriters to purchase and pay for the
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Offered Securities will be subject to the accuracy of the
representations and warranties on the part of NiScurce and NiSource
Finance herein, to the accuracy of the statements of officers of
NiSource and NiSource Finance made pursuant to the provisions hereof,
to the performance by each of NiSource and NiSource Finance of its
obligations hereunder and to the following additiconal conditions
precedent:

{(a) On or prior to the date of the Terms Agreement, the
Representatives shall have received a letter, dated the date of
delivery thereof, of Deloitte & Touche LLP confirming that they
are independent public accountants within the meaning of the Act
and the applicable published Rules and Regulations thereunder and
stating to the effect that:

13

{1} in their opinion the unaudited financial
statements for the six-month period ended June 30, 2002 and
any related schedules and any summary of earnings related
thereto of NiSource examined by them and included in the
Prospectus comply as to form in all material respects with
the applicable accounting reguirements of the Act and the
related published Rules and Regulations;

(ii} they have performed the procedures specified
by the American Institute of Certified Public Accountants
for a review of interim financial information as described
in Statement of Auditing Standards No. 71, Interim Financial
Information, on the unaudited financial statements for the
applicable three-month and six-month pericds ended March 31,
2002 and June 30, 2002 included in the Registration
Statement;

{tii} on the basis of the review referred to in
clause (ii) above, a reading of the latest available interim
financial statements of NiSource, inguiries of officials of
wNiSource who have responsibility for financial and
accounting matters and other specified procedures, nothing
came to their attention that caused them to believe that:

(A) the unaudited financial statements, if any,
and any summary of earnings relating thereto and
included in the Prospecius do not comply as to form in
all material respects with the applicable accounting
requirements of the Act and the related published Rules
and Regulations or any material modifications should be
made to such unaudited financial statements and summary
of earnings for them to be in conform it with generally
accepted accounting principles;

(B) 4if any unaudited "capsule" information is
contained in the Prospectus, the unaudited consolidated
operating revenues, gross income, net income and net
income per share amounts or other amounts constituting
such "capsule” information and described in such letter
do not agree with the corresponding amounts set forth
in the unaudited consolidated financial statements or
were not determined con a basis substantially consistent
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with that of the corresponding amounts in the audited
statements of income;

(C) at the date of the latest availakle balance
sheet read by such accountants, or at a subsequent
specified date not more than three business days prior
to the date of such letter, there was any change in the
capital stock or any increase in short-term
indebtedness or long-term debt of NiSource and its
consolidated subsidiaries or, at the date of the latest

14

available balance sheet read by such accountants, there
was any decrease in consolidated net current assets or
net assets, as compared with amounts shown on the
latest balance sheet included in the Prospectus; except
in all cases set forth in this clause (C) for changes,
increases or decreases which the Prospectus discloses
have occurred or may occur or which are described in
such letter; or

(D) for the pericd from the closing date of the
latest income statement included in the Prospectus to
the closing date of the latest avallable income
statement read by such accountants there were any
decreases, as compared with the corresponding period of
the previous year and with the period of corresponding
length ended the date of the latest ingome statement
included in the Prospectus, in consolidated operating
revenues, operating income or net income; except in
all cases set forth in this clause (D) for c¢hanges,
increases or decreases which the Prospectus discloses
have occurred or may occur or which are described in
such letter;

(iv) they have compared specified dollar amounts
(or percentages derived from such dollar amounts) and other
financial information contained in the Prospectus (in each
case to the extent that such dollar amounts, percentages and
other financial information are derived from the general
accounting records of NiSource subject to the internal
controls ¢f the accounting system of NiSocurce or are derived
from such records by analysis or computaticn) with the
results obtained from inguiries, a reading of such general
accounting records and other procedures specified in such
letter and have found such dollar amcounts, percentages and
other financial information to be in agreement with such
results, except as otherwise specified in such letter.

A1l financial statements and schedules included in material
incorporated by reference intc the Prospectus shall be deemed
included in the Prospectus for purposes of this subsection.

{b} The Prospectus shall have been filed with the
Commission in accordance with the Rules and Regulations and
Section 4 (a) of this Agreement. No stop order suspending the
effectiveness of the Registration Statement or of any part
thereof shall have been issued and nc proceedings for that
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purpose shall have been instituted or, to the knowledge of
NiSource, NiSource Finance or any Underwriter, shall be
contemplated by the Commission.

{c) Subsequent to the execution of the Terms Agreement,
there shall not have occurred {i) any change, or any development

i5

or event involwving a prospective change, in the condition
{financial or other), business, properties or results of
operations of NiSource, NiSocurce Finance and the Subsidiaries
taken as one enterprise which, in the judgment of a majority in
interest of the Representatives, is material and adverse and
makes it impractical or inadvisable to proceed with completion of
the public offering or the sale of and payment for the Offered
Securities; {ii) any downgrading in the rating of any debt
securities or preferred stock of NiSource or NiSource Finance, as
the case may be, by any "nationally recognized statistical rating
organization" (as defined for purposes of Rule 436{g) under the
Agt), or any public anncuncement that any such organization has
under surveillance or review its rating of any debt securities or
preferred stock of NiSource or NiScurce Finance, as the case may
be, (other than an anncuncement with positive implications of a
possible upgrading, and no implication of a possible downgrading,
of such rating); (iii) any change in U.S. or international
financial, pelitical or economic conditions or currency exchange
rates or exchange conirols as would, in the judgment of a
majority in interest of the Underwriters including any
Representatives, be likely to prejudice materially the success of
the proposed issue, sale or disposition of the Offered
Securities, whether in the primary market or in respect of
dealings in the secondary market; {iv) any material suspension or
material limitation of trading in securities generally on the
Stock Exchange, or any setting of minimum prices for trading on
such exchange, or any suspension of trading of any securities of
NiSource or NiScurce Finance on any exchange or in the over-the-
counter market; (v) any banking moratorium declared by U.S.
Federal or New York authorities; (vi) any major disruption of
settlements of securities or clearance services in the United
States or (vii) any attack on outbreak or escalation of
hostilities or act of terrorism invelving the United States, any
declaration of war by Congress or any other national or
international calamity or emergency if, in the Jjudgment of a
majority in interest of the Underwriters, including any
Representatives, the effect of any such attack, outbreak,
escalation, act, declaration, calamity or emergency makes it
impractical or inadvisable to proceed with completion of the
public offering or the sale of and payment for the Offered
Securities.

{(d) The Representatives shall have recelved an opinion,
dated the Closing Date, of Schiff Hardin & Walte, counsel for
NiSource and NiSource Finance, to the effect that:

{1) NiSource has been duly incorpcrated and is a
validly existing corporation in good standing under the laws
of the State of Delaware, with corporate power and authority
to own its properties and conduct its business as described
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in the Prospectus; and NiSource is duly gqualified to
18

transact business as a foreign corporation and is in good
standing under the laws of the State of Indiana;

{ii) NiSource Finance has been duly incorporated and is
a validly existing corporatiocon under the laws of the State
of Indiana, with corporate power and auvthority to own its
properties and conduct its business as described in the
Prospectus;

{iil) If the Offered Securities are debt securities
issued by NiScurce Finance and guaranteed by NiSource: The
Indenture has been duly authorized, executed and delivered
by each of NiSource and NiSource Finance and has been duly
gualified under the Trust Indenture Act; the Offered
Securities which are debt securities have been duly
authorized by NiSource Finance; the Offered Securities which
are Guarantees have been duly authorized by NiSource; the
Offered Securities which are debt securities have been duly
executed and, when authenticated in accordance with the
terms of the Indenture and delivered to and paid for by the
Underwriters in accordance with the provisions of the Terms
Agreement (including the provisions of this Agreement) or
sold pursuant to Delayed Delivery Contracts, will
constitute, legal, valid and binding obligations of NiSource
Finance enforceable against NiSource Finance in accordance
with their terms, subject to bankruptcy, insolvency,
fraudulent transfer, reorxganization, moratorium and similar
laws of general applicability relating to or affecting
creditors' rights and to general equity principles; the
Offered Securities which are guarantees of debt securities
have been duly executed and, when the debt securities on
which the guarantees are endorsed are authenticated in
accordance with the terms of the Indenture and delivered to
and paid for by the Underwriters in accordance with the
provisions of the Terms Agreement ({(including the provisions
of this Agreement} or sold pursuant to Delayed Delivery
Contracts, will constitute, legal, valid and binding
obligations of HNiSource entitled to the benefits of the
Indenture and enforceable against NiScurce in accordance
with their terms, subject to bankruptcy, insolvency,
fraudulent transfer, reorganization, moratorium and similar
laws of general applicability relating to or affecting
creditors’ rights and to general eguity principles; and the
Offered Securities other than any Contract Securities
conform, and any Contract Securities, when so delivered and
501d will conform, as to legal matters in all material
respects to the descriptions thereof contained in the
Prospectus;

{iv) If the Offered Securities are preferred stock: The
Offered Securities have been duly authorized; the Offered

Securities other than any Contract Securities when delivered

17
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to and paid for by the Underwriters in accordance with the
provisions of the Terms Agreement {including the provisions
of this Agreement) will be validly issued, fully paid and
ncnassessable; any Contract Securities, when delivered and
sold pursuant to Delayed Delivery Contracts, will be walidly
issued, fully pald and non-assessable; and the Cffered
Securities other than any Contract Securities conform, and
any Contract Securities, when so delivered and sold, will
conform, as to legal matters in all material respects to the
descriptions thereof contained in the Prospectus; and the
stockholders of NiSource have no statutory preemptive rights
with respect to the Offered Securitles;

{vl} If the Oififered Securities are Common Stock: The
Offered Securities have been duly authorized and when
delivered to and paid for by the underwriters in accordance
with the provisions of the Terms Agreement {including the
provisions of this Agreement) will be validly issued, fully
paid and nonassessable and conform as to legal matters in
all material respects to the description thereof contained
in the Prospectus; and the stockholders of NiSource have no
statutory preemptive rights with respect to the Offered
Securities;

{vi) If the Offered Securities are convertible into
Common 3Stock: The Cffered Securities other than any Contract
Securities are, and any Contract Securities, when (if the
Offered Securities are debt securities) executed,
authenticated, issued and delivered in the manner provided
in the Indenture and sold pursuant to Delayed Delivery
Contracts or (if the Offered Securities are preferred stock)
when issued, delivered and sold pursuant to Delayed Delivery
Contracts, will be convertible into Common Stock in
accordance with (if they are debit securities) the Indenture
or (if they are preferred stock} their terms; the shares of
Common Stock initially issuable upon conversion of the
Qffered Securities have been duly authorized and reserved
for issuance upon such conversion and, when issued upon such
conversion, will be validly issued, fully paid and
nonassessable; the Common Stock conforms as to legal matters
in all material respects to the description thereof
contained in the Prospectus; and the stockholders of
NiSource have no statutory preemptive rights with respect to
the Common Stock;

(vii) If the Offered Securities are Common Stock or
are convertible into Common Stock: Except for the
obligations of NiScurce and NiSource Finance pursuant to the
Registration Rights Agreement dated November 9, 2000 and
except for registration obligations in connection with the
remarketing of NiSource's SAILS and PIES, there are no
contracts, agreements or understandings known fo such

18

counsel between NiSource or NiSource Finance and any person
granting such person the right to require NiSource or
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NiSource Finance to file z registration statement under the
Act with respect to any securities of NiSource or NiScurce
Finance owned or to be owned by such person or to require
NiSource or NiSource Finance to include such securities with
the securities registered pursuant to the Registration
Statement or with any securities being registered pursuant
to any othear registration statement filed by NiSource or
NiSource Finance under the Act;

(viii} ©Neither the execution and delivery by each of
NiScurce and NiSource Finance of the Terms Agreement
{including the provisions of this Agreement) nor the
performance by each of NiSource and RiSource Finance of
their respective obligations under the Terms Agreement
(including the provisions of this Agreement) requires any
consent or approval of any nature from or filing with any
governmental authority of any of the State of Illincis, the
State of Indiana or the United States of America, nor is any
such consent, approval or filing reguired by the Delaware
General Corporation Law;

(ix) NiSource is a "PUBLIC UTILITY HOLDING COMPANY"
within the meaning of the Public Utility Holding Company Act
of 1935, as amended, and is registered in compliance
therewith. 2ll necessary approvals under the Public Utility
Holding Company Act of 1935, as amended, for the issuance
and sale of the Offered Securities and, if the Offered
Securities are preferred stock or debt securities issued by
NiSource Finance and guaranteed by NiSource, compliance with
the terms and provisions therecf, have been obtained,
except to the extent that any failure to obtain such
approvals or to comply with the terms thereof, individually
or in the aggregate, could not reascnably be egpected to
have a Material Adverse Effect or to materially and
adversely affect the ability of either NiSource or NiSource
Finance to perform its obligations under the Indenture (if
the Offered Securities are debt securities issued by
NiSource Finance and guaranteed by NiSource), the Terms
Agreement {including the provisions of this Agreement) or
any Delayed Delivery Contracts, or which would otherwise not
be material in the context of the sale of the Offered
Securities;

(x) Neither NiSource nor NiSource Finance is and,
after glving effect to the coffering and sale of the Offered
Securities and the application of the proceeds thereof as
described in the Prospectus, neither will be an "INVESTMENT
COMPANY" as defined in the Investment Company Act of 19%40;

139

(xi} Each of the Significant Subsidiaries has been duly
incorporated and is a corporation validly existing and,
where applicable, in good standing under the laws of the
jurisdiction of its incorporation, with corporate power and
authority to own its properties and to conduct its business
as described in the Prospectus; and each Significant
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Subsidiary is duly qualified to transact business as a
foreign corporaticn in good standing in each of the
jurisdictions set forth opposite the name of such
Significant Subsidiary on a schedule attached to the
opinion;

(xii) To the knowledge of such counsel, based in part
upon a review of the stock register of each of NiSource
Finance, NiSource Capital Markets, Inc., Columbia Energy and
Northern Indiana Public Service Company {collectively, the
"SPECIFIED SUBSIDIARIES"), all of the issued and outstanding
capital stock of each of the Specified Subsidiaries (except
for, as disclosed in the Prospectus, the issued and
outstanding shares of preferred stock of Northern Indiana
Public Service Company) is ownsd by NiSource, directly or
through subsidiaries. There is no perfected lien upon the
outstanding shares of capital stock of any of the Specified
Subsidiaries and, to the knowledge of such counsel, there is
no other lien, security interest, charge or encumbrance upon
the capital stock of any of the Specified Subsidiaries;

{xiii) To the knowledge of such counsel, except as
disclosed in the Prospectus, there are no pending or
threatened actions, suits, proceedings or investigations
against or affecting NiSource, NiSource Finance cor any
Subsidiary or any of their respective properties, assets or
operations that could reasonably be expected to,
individually or in the aggregate, materially and adversely
affect the ability of either NiSource or NiSource Finance to
perform its obligations under the Terms Agreement (including
the provisions of this Agreement) or which could be
reasonably be expected to have a Material Adverse Effect;

{xiv) The execution and delivery by each of NiSource
and NiScurce Finance of the Terms Agreement (including the
provisions of this Agreement) do not, and the performance by
each of NiSource and NiSource Finance of its respective
obligations under the Terms Agreement {(including the
provisions of this Agreement), including the issuance and
sale of the Offered Securities, will not, (i) wviolate the
certificate or articles of incorporation or by-laws of
NiSource or NiSource Finance, (ii} violate any law, rule or
regulation applicable to NiSource or NiSource Finance and
generally applicable to transactions of the type
contemplated by the Terms Agreement (including the
provisions of this Agreement) undertaken by issuers engaged

20

in businesses similar to the businesses of NiSource and
NiSource Finance, (iii) wviclate any judgment, injunctiocn,
order or decree identified by an officer of NiSource or
NiSource Finance as material to NiSource, NiSource Finance
and the Subsidiaries taken as a whole {which judgments,
injunctions, orders and decrees, if any, shall be set forth
in a certificate attached to the opinion), or (iv) breach or
result in a default under any indenture, mortgage,
instrument or agreement which is filed as an exhibit to or
filed as an exhibit through incorporation by reference to
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either NiSource's Annual Report on Form 10-K for the year

ended on the December 31 preceding the date of delivery of
such opinion or any Quarterly Report on Form 10-Q or Report
on Form 8-K filed subseguent to the date of such Form 10-K;

{(xv) The descriptions in the Registration Statement and
in the Prospectus of any statutes, legal and governmental
proceedings, contracts and documents, insofar as such
statements purport to constitute summaries of matters of law
and legal conclusions with respect theretc, are correct in
all material respects; and such counsel do not know of any
legal or governmental proceedings pending to which MNiSource,
NiSource Finance or any Subsidiary is a party or to which
any of theilr respective properties is subject that are
required to be described in the Registration Statement ox
the Prospectus and are not so described, or of any statutes,
regulations, contracts or other documents that are required
to be described in the Registration Statement or the
Prospectus or to be filed as exhibits to the Registraticn
Statement that are not so described or filed as required;

{xvi) The Registration Statement has become effective
under the Act, the Prospectus was filed with the Commission
pursuant to the subparagraph of Rule 424 (b) specified in
such opinion on the date specified therein, and, to the best
knowledge of such counsel, no stop order suspending the
effectiveness of the Registration Statement or any part
thereof has been issued and no proceedings for that purpose
have been instituted or are pending or threatened under the
Act, and the registration statement relating to the
Registered Securities, as of its effective date, the
Registration Statement and the Prospectus, as of the date of
the Terms Agreement, and any amendment or supplement
thereto, as of its date, complied as to form in all material
respects with the requirements of the Act, the Trust
Indenture Act and the Rules and Regulations; such counsel
have had no facts come to their attention that have led them
to believe that the Registration Statement, as of its
effective date, contained an untrue statement of a material
fact or omitted Lo state a material fact required to be
stated therein or necessary to make the statements therein
not misleading or that the Prospectus, as supplemented as of

21

the date of the prospectus supplement or as of the Closing
Date, contained or contains an untrue statement of a
material fact or omitted or omits to state a material fact
necessary in order to make the statements therein, in the
light of the circumstances under which they were made, not
misleading; it being understood that such counsel need
express no opinion as to the financial statements or other
financial data contained in the Registration Statement or
the Prospectus; and

{(xvii) fThe Terms Agreement (including the provisions
of this Agreement) and, if the Offered Securities are debt
securities issued by NiSource Finance and guaranteed by
NiSource or preferred stock, the Delayed Delivery Contracts
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have been duly authorized, executed and deslivered by
NiScurce and/or NiJource Finance, as the case may be.

(¢) The Representatives shall have received from Dewey
Ballantine LLP, counsel for the Underwriters, such opinion or
opinions, dated the Closing Date, with respect to the
incorporation of each of NiSource and NiSource Finance, the
validity of the Offered Securities, the Registration Statement,
the Prospectus and other related matters as the Representatives
may require, and each of NiSource and NiSource Finance shall have
furnighed to such counsel such documents as they request for the
purpose of enabkling them to pass upon such matters. In rendering
such opinion, Dewey Ballantine LLP may rely as to the
incorpeoration of NiSource Finance and all other matters governed
by Indiana law upon the opinion of Schiff Hardin & Waite
referred to above.

{f) The Representatives shall have received a certificate,
dated the Closing Date, of the President or any Vice President
and a principal financial or accounting officer of NiSource in
which such officers, to the best of their knowledge afler
reagonable investigation, shall state that the representations
and warranties of NiSource in this Agreement are true and correct
in all material respects, that NiSource has complied with all
agreements and satisfied all conditions on its part to be
performed or satisfied hereunder at or prior to the Closing Date,
that no stop order suspending the effectiveness of the
Registration Statement or of any part therecf has been issued and
no proceedings for that purpose have been instituted or are
contemplated by the Commission and that, subsequent to the date
of the most recent financial statements in the Prospectus, there
has been no material adverse change, nor any development or event
involving a prospective material adverse change, in the condition
(financial or other), business, properties or results of
operations of NiSource, NiScurce Finance and the Subsidiaries
taken as a whole except as set forth in or contemplated by the
Prospectus or as describad in such certificate,

22

{g) If the Offered Securities are debt securities, the
Representatives shall have received a certificate, dated the
Closing Date, of the President or any Vice President and a
principal financial or accounting officer of NiSource Finance in
which such cfficers, to the best of their knowledge after
reasonable investigation, shall state that the representations
and warranties of NiSource Finance in this Agreemeni are true and
correct in all material respects, that NiSource Finance has
complied with all agreements and satisfied all conditions on its
part to be performed or satisfied hereunder at or prior to the
Closing Date, that no stop order suspending the effectiveness of
the Registration Statement or of any part thereof has been issued
and no procsedings for that purpose have been instituted or are
contemplated by the Commission and that, subsequent to the date
of the most recent financial statements in the Prospectus, there
has been no material adverse change, nor any development or event
involving a prospective material adverse change, in the condition
{financial or other), business, properties or results of
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operations of NiScurce, NiSource Finance and the Subsidiaries
taken as a whole except as set forth in or contemplated by the
Prospectus or as described in such certificate.

(h) The Representatives shall have recsived a certificats,
dated the Closing Date, of the Chief Financial Ofificer of
NiSource certifying as to certain financial information included
or incorporated by reference into the Registration Statement and
Prospectus as required by the Representatives.

{1} The Representatives shall have receivéd a letter, dated
the Closing Date, of Deloltte & Touche LLP which meets the
requirements of subsection (a} of this Section, except that the
specified date referred to in such subsection will be a date not
more than three days prior to the Closing Date for the purposes
of this subsection.

Each of NiSource and NiSource Finance agrees to furnish the
Representatives with such conformed copies of such opinions,
certificates, letters and documents as the Representatives reasonably
reguest. The Lead Underwriter may in its sole discretion waive on
behalf of the Underwriters compliance with any conditions to the
obligations of the Underwriters under this Agreement and the Terms
Agreement.

6, INDEMNIFICATION AND CONTRIBUTION. {a) HNiSource and
NiSource Finance, jointly and severally, will indemnify and hold
harmless each Underwriter, its partners, directors and officers and
each person, 1f any, who controls such Underwriter within the meaning
of Section 15 of the Act, against any losses, claims, damages or
liabilities, joint or several, to which such Underwriter may become
subject, under the Act or otherwise, insofar as such losses, clains,
damages or liabilities (or actions in respect thereof) arise out of or
are based upon any untrue statement or alleged untrue statement of any
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material fact contained in the Registration Statement, the Prospectus,
or any amendment or supplement thereto, or any related preliminary
prospectus or preliminary prospectus supplement, or arise out of or
are based upon the omission or alleged omission to state therein a
material fact required to be stated therein or necessary to make the
statements therein not misleading, and will reimburse each Underwriter
for any legal or other expenses reasonably incurred by such
Underwriter in connection with investigating or defending any such
loss, claim, damage, liability or action as such expenses are
incurred; PROVIDED, HOWEVER, that WNiScurce and NiSource Finance will
not be liable in any such case to the extent that any such loss,
claim, damage or liability arises out of or is based upon an untrue
statement or alleged untrue statement in or cmission or alleged
omission from any of such documents in reliance upon and in conformity
with written information furnished to NiSource or NiSource Finance by
any Underwriter through the Representatives, if any, specifically for
use therein, it being understood and agreed that the only such
information furnished by any Underwriter consists of the information
described as such in the Terms Agreement; AND PROVIDED, FURTHER, that
with respect to any untrue statement or alleged untrue statement in or
omission or alleged omission from any preliminary prospectus or
prospectus supplement the indemnity agreement contained in this
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subsection (a) shall not inure to the benefit of any Underwriter from
whom the person asserting any such loss, claim, damage or liability
purchased the Cffered Securities concerned, to the extent that a
prospectus or prospectus supplement relating to such Offered
Securities was regquired tc be delivered by such Underwriter under the
Act in connection with such purchase and any such loss, c¢laim, damage
or liability of such Underwriter results from the fact that there was
not sent or given to such pexson, at or prior to the written
confirmation of the sale of such Offered Securities to such person, a
copy of the prospectus or prospectus supplement {exclusive of
material incorporated by reference) if NiSource or NiSource Finance
had previcusly furnished copies thereof to such Underwriter.

{b) Each Underwriter will severally and not jointly
indemnify and hold harmless NiScource and NiSource Finance, their
respective directors and officers and each person, if any, who
controls each of NiSource and NiSource Finance within the meaning of
Section 15 of the Act, against any losses, claims, damages or
liabilities to which. NiScurce or NiScurce Finance may become subject,
under the Act or otherwise, insofar as such lesses, claims, damages or
liabilities (or actions in respect thereof) arise out of or are based
upon any untrue statement or alleged untrue statement of any material
fact contained in the Registration Statement, the Prospectus, or any
amendment or suppiement thereto, or any related preliminary prospectus
or preliminary prospectus supplement, or arise out of or are based
upon the omission or the alleged ocmission to state therein a material
fact reguired to be stated therein or necessary to make the statements
therein not misleading, in each case to the extent, but only to the
extent, that such untrue statement or alleged untrue statement or
omission or alleged omission was made in reliance upen and in
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conformity with written information furnished to NiSource or NiSource
Finance by such Underwriter through the Representatives, if any,
specifically for use therein, and will reimburse any legal or other
expenses reasonably incurred by NiSource or NiSource Finance in
connection with investigating or defending any such loss, claim,
damage, liability or action as such expenses are incurred, it being
understood and agreed that the only such information furnished by any
Underwriter consists of the information described as such in the Terms
Agreement.

{c} Promptly after receipt by an indemnified party under
this Section of notice of the commencement of any action, such
indemnified party will, 1f a claim in respect thereof is to be made
against the indemnifying party under subsection (a) or (b) above,
notify the indemnifying party of the commencement thereof; but the
failure to notify the indemnifying party shall not relieve it from any
liability that it may have under subsection (a) or (b) above except to
the extent that it has been materially prejudiced through the
forfeiture of substantive rights or defenses by such failure; and
provided further that the fallure to notify the indemnifying party
shall not relieve it from any liability which it may have to any
indemnified party otherwise than under subsection (a) or {(b) above.

In case any such action is brought against any indemnified party and
it notifies the indemnifying party of the commencement thereof, the
indemnifying party will be entitled to participate therein and, to the
extent that it may wish, jointly with any other indemnifying party
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similarly notified, to assume the defense thereof, with counsel
satisfactory to such indemnified party {who shall not, except with the
consent of the indemnified party, be counsel fto the indemnifying
party), and after notice from the indemnifying party to such
indemnified party of its election s0 to assume the defense theresof,
the indemnifying party will not be liable to such indemnified party
under this Section for any legal or other expenses subsequently
incurred by such indemnified party in connection with the defense
thereof other than reasonable costs of investigation. No indemnifying
party shall, without the prior written consent of the indemnified
party, effect any settlement of any pending or threatened action in
respect of which any indemnified party is or could have been a party
and indemnity could have been sought hereunder by such indemnified
party unless such gettlement (i) includes an unconditional release of
such indemnlfied party from all liability on any claims that ars the
subject matter of such action and (ii} does not include a statement as
to, or an admission of, fault, culpability or a failure to act by or
on behalf of an indemnified party.

{d) T£ the indemnification provided for in this Section is
unavailable or insufficient to hold harmless an indemnified party
under subsection {(a) or (b} above, then each indemnifying party shall
contribute to the amount paid or payable by such indemnified party as
a result of the losses, claims, damages or liabilities referred to in
subsection (a) or (b) above (i) in such proportion as is appropriate
to reflect the relative benefits received by NiSource and NiSource
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Finance on the cne hand and the Underwriters on the other from the
offering e¢f the Offered Securities or (ii) if the allocation provided
by clause (i) above is not permitted by applicable law, in such
proportion as is appropriate to reflect not only the reiative benefits
referred to in clause (i} above but also the relative fault of
NiScurce and NiSource Finance on the one hand and the Underwriters on
the other in connectilon with the statements or omissions which
resulted in such leosses, claims, damages or liabilities as well as any
other relevant egquitable considerations. The relative bhenefits
received by NiSource and NiSource Finance on the one hand and the
Underwriters on the other shall be deemed to be in the same proportion
as the total net proceeds from the offering (before deducting
expenses) received by NiScurce and NiSource Fjinance bear to the total
underwriting discounts and commissions received by the Underwriters.
The relative fault shall ke determined by reference to, among other
things, whether the untrue or alleged untrue statement of a material
fact or the omission or alleged cmission to state a material fact
relates to information supplied by NiSocurce and NiSource Finance on
the one hand or the Underwriters on the other and the parties'
relative intent, knowledge, access to information and opportunity to
correct or prevent such untrue statement or omissicen. The amount paid
by an indemnified party as a result of the losses, claims, damages oxr
liabilities referred to in the first sentence of this subsection (d)
shall be deemed to include any legal or other expenses reasonably
incurred by such indemnified party in connection with investigating or
defending any action or claim which is the subdect of this subsection
{d). HNotwithstanding the provisions of this subsection (d), no
Underwriter shall be required to contribute any amount in excess of
the amount by which the total price at which the Offered Securities
underwritten by it and distributed to the public were offered to the
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public exceeds the amount of any damages which such Underwriter has
otherwise been required to pay by reason of such untrue or alleged
untrue statement or cmission or alleged omission. No person guilty of
fraudulent misrepresentation (within the meaning of Section 11(f) of
the Act) shall be entitled tc contribution from any person who was not
guilty of such fraudulent misrepresentation. The Underwriters'
obligations in this subsection (d) to contribute are several in
propertion to their respective underwriting obligations and not joint.

(e} The obligations of NiSource and NiSource Finance under
this Sectien shall be in addition to any liability which NiSource or
NiSource Finance may otherwise have and shall extend, upon the same
terms and conditions, to each person, if any, who controls any
Underwriter within the meaning of the Act; and the cobligations of the
Underwriters under this Section shall be in addition to any liability
which the respective Underwriters may otherwise have and shall extend,
upen the same terms and conditions, to each director of NiSource and
NiSource Finance, to each officer of NiSource and NiSource Finance who
has signed the Registration Statement and to each person, if any, who
controls NiSource or NiSource Finance within the meaning of the Act.
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7. DEFAULT OF UNDERWRITERS. If any Underwriter or Underwriters
default in their cbligations to purchase Offered Securities under the
Terms Agreement and the aggregate principal amount (if debt
securities) or number of shares {if preferred stock ox Common Stock)
of Offered Securities that such defaulting Underwriter or Underwriters
agreed but failed to purchase does not exceed 10% of the total
principal amount {(if debt securities) or number of shares (if
preferred stock or Common Stock) of Offered Securities, the Lead
Underwriter may make arrangements satisfactory to NiScurce and/or
NiSource #inance, as the case may be, for the purchase cf such Offered
Securities by other persons, including any of the Underwriters, but if
no such arrangements are made by the Closing Date, the non-defaulting
Underwriters shall be obligated severally, in proportion to their
respective commitments under the Terms Agreement (including the
provisions of this Agreement), to purchase the Offered Securities that
such defaulting Underwriters agreed but failed to purchase. If any
Underwriter or Underwriters so default and the aggregate principal
amount (if debt securities) or number of shares (if preferred stock or
Common Stock) of Offered Securities with respect to which such default
or defaults occur exceeds 10% of the total principal amount (if debt
securities) or number of shares (if preferred stock or Common Stock)
of Offered Securitles and arrangements satisfactory to the Lead
Underwriter and NiSource and/or NiSource Finance, as the case nay be,
for the purchase of such Offered Securities by other persons are not
made within 36 hours after such default, the Terms Agreement will
terminate without liability on the part of any non-defaulting
Underwriter or NiSource or NiSource Finance, except as provided in
Section . As used in this Agreement, the term "Underwriter" includes
any person substituted for an Underwriter under this Section. Nothing
herein will relieve a defaulting Underwriter from liability for its
default. If the Offered Securities are debt securities or preferred
stock, the respective commitments of the several Underwriters for the
purposes of this Section shall be determined without regard to
reduction in the respective Underwriters' obligations to purchase the
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principal amounts {(if debt securities) or numbers of shares (if
preferred stock) of the Offered Securities set forth opposite their
names in the Terms Agreement as a result of Delaved Delivery Contracts
entered into by NiSource and/or NiSource Finance, as the case may be.

8. SURVIVAL OF CERTAIN REPRESENTATICNS AND CBLIGATIONS. The
respective indemnities, agreements, repregentations, warranties and
other statements of NiSource, NiScurce Finance or their respective
officers and of the several Underwriters set forth in or made pursuant
to the Terms Agreement (including the provisions of this Agreement)
will remain in full force and effect, regardless of any investigation,
or statement as to the results thereof, made by or on behalf of any
Underwriter, NiSource, NiSource Finance cr any of their respective
representatives, officers or directors or any controlling person, and
will survive delivery of and pavment for the Qffered Securities. If
the Terms Agreement is terminated pursuant to Section 7 or if for any
reason the purchase of the Offered Securities by the Underwriters is
not consummated, NiScurce and NiSource Finance shall remain
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responsipble for the expenses to be palid or reimbursed by it pursuant
to Section 4 and the respective obligations of NiSource, NiSource
Finance and the Underwriters pursuant to Section & shall remain in
effect, If the purchase of the Offered Securities by the Underwriters
is not consummated for any reason other than sclely because of the
termination of the Terms Agreement pursuant to Section 7 or ths
occurrence of any event specified in clauses (iii), (iv), (v}, (vi) or
{vii) of Section 5(c), NiScurce and/or NiSource Finance will reimburse
the Underwriters for all out-of-pocket expenses {(including fees and
disbursements of counsel) reasonably incurred by them in connection
with the offering of the Offered Securities.

9. NOTICES. All communications hereunder will be in writing
and, if sent to the Underwriters, will be mailed, delivered or
telegraphed and confirmed to them at their address furnished to
NiSource in writing for the purpose of communications hereunder or, if
sent to NiSource, will be mailed, delivered or telegraphed and
confirmed to 1t at B0l East 86th Avenue, Merrillville, Indiana 46410,
Attention: David J. Vajda, if sent to NiSource Finance, will be
mailed, delivered or telegraphed and confirmed to it at 8(G1 East 86th
Avenue, Merriliville, Indiana 46410, Attention: David J. Vajda, in
each case with a copy to Peter V. Fazio, Jr., Schiff Hardin & Waite,
6600 Sears Tower, Chicago, Illinois 60606-6473,

10. SUCCESSORS. The Terms Agreement (including the provisions
of this Agreement) will inure to the benefit of and be binding upon
NiSource, NiSource Finance and such Underwriters as are identified in
the Terms Agreement and their respective successors and the officers
and directors and contrelling persons referred to in Section 6, and no
other person will have any right or obligation hereunder.

11. REPRESENTATION OF UNDERWRITERS. Any Representativeswill act
for the several Underwriters in connecticn with the financing
described in the Terms Agreement, and any action under such Terms
hgreement {including the provisions of this Agreement) taken by the
Representatives jointly or by the Lead Underwriter will be binding
upon all the Underwriters.
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12, COUNTERPARTS. The Terms Agreement may be executed in any
number of counterparts, each of which shall be deemed to be an
original, but all such counterparts shall together constitute one and
the same Agreement.

13. APPLICARBLE LAW. THEIS AGREEMENT AND THE TERMS AGREBEMENT
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF
THE STATE OF NEW YORK, WITHQUT REGARD TO PRINCIPLES OF CONFLICTS OF
LAWS.

Fach of NiSource and NiSource Finance hereby submits to the non-

exclusive tjurisdiction of the Federal and state courts in the Borough
of Manhattan in The City of New York in any suit or proceeding arising

28
out of or relating to the Terms Agreement (including the provisions of

this Agreement} or the transactions contemplated thereby.

Dated: November 6, 2002
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ANNEX I

(Three copies of this Delayed Delivery Contract should be
signed and returned to the address shown below so as to
arrive not later than 9:00 A.M.,
New York time, on I 1, 20C)

DELAYED DELIVERY CONTRACT

fInsert date of initial public offeringl

[NISOURCE INC.] [NISOQURCE FINANCE CORP.]
c/o

Gentlemen:

The undersigned hereby agrees to purchase from [NiSource Inc., a
Delaware corporation ("NISOURCE™),]l [NiSocurce Finance Corp., an
Indiana corporation and wholly-owned subsidiary of NiSource
Inc. {"NISOURCE FINANCE")] and [NiSource] [NiSource Finance] agrees to
sell to the undersigned, as of the date hereof, for delivery on

f 1, 200_ {"DELIVERY DATE"), [ shares]

= principal amcunt] [of [NiSource's] [NiSource
Finance's] [insert title of securities] ("SECURITIES"), offered by the
Prospectus of NiSource and NiSource Finance dated [ 1s 200_ and
a Prospectus Supplement dated | 1, 200 relating thereto,
receipt of copies of which is hereby acknowledged, at- % of the
principal amount thereof plus accrued interest, 1f any,-$ per

share plus accrued dividends, if any,-and on the further terms and
conditions set forth in this Delayved Delivery Contract ("CONTRACT").

[IF TWO OR MORE DELAYED CLOSINGS, INSERT THE FOLLOWING:
The undersigned will purchase from [NiSourcel[NiScurce Financel

as of the date hereof, for delivery on the dates set forth below,
Securities in the-principal-amounts set forth below:

Delivery Date [Number of Shares/Principal Amount]
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Each of such delivery dates is hereinafter referred to as a Delivery
Date.]

Payment for the Securities that the undersigned has agreed to
purchase for delivery cn~-the--each~-Delivery Date shall be made to
[{NiSource] [NiScurce Finance] or its order in Federal (same day) funds
by certified or official bank check or wire transfer to an account
designated by [NiSource]{NiSource Finance] at a bank acceptable to the
Underwriter, at the office of at A.M. on—-
the~--guch--Delivery Date upon delivery to the undersigned of the
Securities to be purchased by the undersigned~~for delivery on such
Delivery Date-~in definitive [(IF DEBT ISSUE, INSERT--fully registered]
form and in such denominations and registered in such names as the
undersigned may designate by written or telegraphic communication
addressed to [NiSource] {NiSource Finance] not less than five full
business days prior to--the--such--Delivery Date.

It is expressly agreed that the provisions for delayed delivery
and payment are for the scle convenience of the undersigned; that the
purchase hereunder of Securities is tc be regarded in all respects as
a purchase as of the date of this Contract; that the obligation of
{NiSourcel] [NiScurce Finance] to make delivery of and accept payment
for, and the obligation of the undersigned to take delivery of and
make payment for, Securities on--the--each--Delivery Date shall be
subject only to the conditions that (1) investment in the Securities
shall not at--the--such--Delivery Date be prohibited under the laws of
any Jjurisdiction in the United States to which the undersigned is
subject and {2) [NiSource][NiSocurce Finance] shall have sold to the
Underwriters the total--principal amount--number of shares--of the
Securities less the--principal amount--number of shares--thereof
covered by this and other similar Contracts. The undersigned
represents that its investment in the Securities is not, as of the
date hereof, prohibited under the laws of any jurisdiction to which
the undersigned 1s subject and which governs such investment.

Promptly after completicn cf the sale to the Underwriters
[NiSource] [NiScurce Finance] will maill or deliver to the undersigned
at its address set forth below notice to such effect, accompanied by--
a copy--copies-—-of the opinionis] of counsel for [NiSource] [NiScurce
Finance] delivered to the Underwriters in connection therewith.

This Contract will inure to the benefit of and be binding upon
the parties hereto and their respective successors, but will not be
assignable by elther party herete without the written consent cf the
other.

It is understood that the acceptance of any such Contract is in
[NiSource] [NiSource Financel]'s sole discretion and, without limiting
the foregoing, need not be on a first-come, first-served basis. If
this Contract is acceptable to [BiSource] [NiSource Finance], i% is
requested that [NiSource] [NiSource Finance! sign the form of
acceptance below and mail or deliver one of the counterparts hereof to
the undersigned at its address set forth below. This will become a
binding contract between [NiSource] [WiScurce Finance] and the
undersigned when such counterpart is so mailled or delivered.
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Yours very truly,

(Name of Purchaser)

By

[Name/Title]

(Address of Purchaser)

Accepted, as of the above date.

[NISOURCE INC.] [NISOURCE FINANCE CORP.]

By
[Insert Title]

</TEXT>
</DOCUMENT>
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NiSource announces successful remarketing of PIES debentures

MERRILLVILLE, ind. - NiSource Inc. (NYSE: NI) announced today a successful
remarketing of the senior debentures due in 2005 included in its Premium
Income Equity Securities (PIES). The successful bidder, Deutsche Bank
Securities, has agreed to exchange the debentures for a new issue of 10-year
notes, which it is underwriting to the public. NiSource will receive proceeds of
$345 million from the transaction, which is scheduled to close on February 19,
2003.

"This is a beneficial transaction for NiSource because we were able to extend the
duration of the notes from two years to ten years at a favorable rate of interest,”
said David J. Vajda, vice president and treasurer, NiSource. "With this exchange,
NiSource will issue 10-year notes at a coupon rate of 6.15 percent," Vajda
added. The new notes will mature in 2013.Specific terms of the transaction
include:

¢ Deutsche Bank agreed to purchase substantially all of the outstanding
debentures due 2005.

o Deutsche Bank Securities and NiSource executed an underwriting
agreement for the new notes.

About NiSource

NiSource Inc. (NYSE: Nl) is a Fortune 500 holding company with headquarters in
Merrillville, Ind., whose core operating companies engage in natural gas
transmission, storage and distribution, as well as electric generation,
transmission and distribution. NiSource operating companies deliver energy to
3.7 million customers located within the high-demand energy corridor stretching
from the Gulf Coast through the Midwest to New England. Information about
NiSource and its subsidiaries is available via the Internet at www.nhisource.com
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Prospectus supplement to prospectus dated November 20, 2000

NiSource Finance Corp.
$345,000,000

6.15% Notes due 2013

Unconditionally Guaranteed by NiSource Inc.

We will pay interest on the notes on March 1 and September 1 of each year, beginning September 1, 2003.
The notes will mature on March 1, 2013. We may redeem the notes at any time by paying the greater of
principal and interest on the notes or a “make-whole” amount. The notes will be unsecured obligations and
will rank equally with our unsecured senior indebtedness. The notes will be issued only in denominations
of $1,000 and integral multiples of $1,000.

Investing in the notes involves risk. See “Risk Factors” beginning on page S-8.

Neither the Securities and Exchange Commission nor any state securities commission has approved
or disapproved of these securities or determined if the prospectus suppiement or the prospectus to
which it relates is truthfel or complete. Any representation to the contrary is a criminal offense,

Public offering price
Underwriting commissions
Proceeéds] before expenses; to, NiSoutes Finnc

(1) NiSource Finance has agreed to pay the underwyiters a commission of 0.65% of the principal amount of
notes offered, or an aggrepate commission of $2,242,500.

(2) While the notes are offered to the public for cash, we expect that the underwriter will purchase the notes
from us primarily by delivering debentures of our subsidiary, NiSource Capital Markets. The
debentures are part of NiSource’s Preminm Income Equity Securities, or “PIES.”

The public offering price set forth above does not include accrued interest, if any. Interest on the notes will
accrue from February 19, 2003.

Deutsche Bank Securities

The date of this prospectus supplement is February 13, 2003.




This document is in two parts. The first is this prospectus supplement, which describes the specific
terms of this note offering. The second part, the accompanying prospectus, gives more general information,
some of which may not apply to this offering.

If the description of the offering varies between this prospectus supplement and the accompanying
prospectus, you should rely on the information in this prospectus supplement.

You should rely only on the information contained in this document or to which we have referred you.
We have not authorized anyone to provide you with information that is different. This document may only
be used where it is legal to sell these securities. The information in this document may only be accurate on
the date of this document.
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INCORPORATION BY REFERENCE

The SEC allows us to “incorporate by reference” information into this prospectus and prospectus
supplement. This means that we can disclose important information to you by referring you to another
document that NiSource has filed separately with the SEC, The information incorporated by reference is
considered to be part of this prospectus and prospectus supplement. Information that NiSource files with
the SEC after the date of this prospectus supplement will automatically modify and supersede the
information included or incorporated by reference in this prospectus and prospectus supplement to the
extent that the subsequently filed information modifies or supersedes the existing information. We
incorporate by reference:

» our Annual Report on Form 10-K for the fiscal year ended December 31, 2001, filed February 22,
2002;

* our Quarterly Reports on Form 10-(} for the fiscal quarters ended March 31, 2002, June 30, 2002 and
September 30, 2002,

» our Current Reports on Form 8-K dated May 21, 2002, November 1, 2002 and November 7, 2002; and

« any future filings we make with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Securities
Exchange Act of 1934 until we sell all of the securities offered by the prospectus supplement.

You may request a copy of any of these filings at no cost by writing to or telephoning us at the following
address and telephone number; Gary W. Pottorff, NiSource Inc., 801 East 86th Avenue, Merrillville,
Indiana 46410, telephone: (877) 647-5990.
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SUMMARY

This summary highlights certain information appearing elsewhere in this document. This summary Is
not complete and does not contain all of the information that you should consider before purchasing the
notes. You should carefully read the “Risk Factors” section beginning on page 5-8 of this prospectus
supplement to determine whether an investment in our notes is appropriate for you. Unless the context
requires otherwise, references to “we,” “us” or “our” refer collectively to NiSource and its subsidiaries.

NiSource Inc.

Overview. NiSource is a super-regional energy holding company that provides natural gas, electricity
and other products and services to approximately 3.6 million customers located within the energy corridor
that runs from the Gulf Coast through the Midwest to New England.

We are the largest regulated natural gas distribution company, as measured by number of customers,
operating east of the Rocky Mountains. Our principal subsidiaries include Columbia Energy Group, a
vertically-integrated natural gas distribution, transmission, storage and production holding company whose
subsidiaries provide service to customers in the Midwest, the Mid-Atlantic and the Northeast; Northern
Indiana Public Service Company, a vertically-integrated natural gas and electric company providing service
to customers in northern Indiana; and Bay State Gas Company, a natural gas distribution company serving
customers in New England. We derive substantially all our revenues and earnings from the operating
results of our subsidiaries. Qur primary business segments are:

+ gas distribution;
« gag transmission and storage;
» electric operations; and

» exploration and production.

Strategy. We are focused on using our core regulated gas and electric businesses to serve customers
throughout the energy-intensive corridor that extends from the supply areas in the Gulf Coast through the
consumption centers in the Midwest, Mid-Atlantic, New England and Northeast. This corridor is home to
30% of the nation’s population and 40% of its energy consumption. The acquisition of Columbia Energy
Group in November 2000 furthered this strategy by combining NiSource’s natural gas distribution assets in
Indiana and New England with Columbia’s natural gas distribution and storage assets in Ohio and the Mid-
Atlantic and Columbia’s interstaie fransmission assets. We are committed to maximizing our efficiency in
our core regulated operations without compromising customer service and safety.

Gas Distribution. We are the nation’s third largest regulated gas distribution company based on
volume of gas sales, with an average volume of over 2.3 billion cubic feet per day. Through our wholly-
owned subsidiary, Columbia Energy Group, we own five distribution subsidiaries that provide natural gas
under the Columbia Gas name to approximately 2.1 million residential, commercial and industrial
custorners in Ohio, Pennsylvania, Virginia, Kentucky and Maryland. We also distribute natural gas to
approximately 765,000 customers in northern Indiana through three subsidiaries: Northern Indiana Public
Service Company, Kokomo Gas and Fuel Company and Northem Indiana Fuel and Light Company, Inc.



Additionally, our subsidiaries Bay State Gas Company and Northern Utilities, Inc. distribute natural gas to
more than 327,000 customers in the areas of Brockton, Lawrence and Springfield, Massachusetts, Lewiston
and Portland, Maine, and Portsmouth, New Hampshire.

Gas Transmission and Storage. Our gas transmission and storage subsidiaries own and operate an
interstate pipeline network of approximately 16,130 miles extending from offshore in

S-4




the Gulf of Mexico to Lake Erie, New York and the eastern seaboard. Together, the companies serve
customers in 17 northeastern, mid-Atlantic, midwestern and southern states, as well as the District of
Columbia. In addition, Columbia Gas Transmission Corporation operates one of the nation’s largest

underground natural gas storage systems, capable of storing approximately 670 billion cubic feet of natural
gas.

Flectric Operations. We generate and distribute electricity through our subsidiary Northern Indiana
Public Service Company. Northern Indiana provides electric service to approximately 437,000 customers in
21 counties in the northern part of Indiana. Northern Indiana owns and operates three coal-fired electric
generating stations with a net capacity of 2,694 megawatts, three gas-fired combustion turbine generating
units with a net capacity of 186 megawatts and two hydroelectric generating plants with a net capacity of
10 megawatts, for a total system net capacity of 2,890 megawatts, Northern Indiana is interconnected with
five neighboring electric utilities. During the year ended December 31, 2002, Northern Indiana generated
72.6% and purchased 27.4% of its electric requirements.

Exploration and Production. We own over 1.1 trillion cubic feet equivalent of proven natural gas
reserves, located primarily within the Appalachian region as well as Canada. We have entered into forward
sales contracts with Mahonia II Limited to provide natural gas through February 2006. As of September 30,
2002, we had a remaining obligation to deliver 125.1 billion cubic feet of natural gas under these contracts.
The contractual price for this natural gas is currently below market. We also have financial interests in over
8,000 wells and own and operate approximately 6,200 miles of gathering pipelines. We recently announced
our decision no longer to invest in exploratory drilling and to focus instead on maximizing production from
our existing assets, while actively seeking opportunities to monetize the value of these assets.

Other Operations. We provide energy-related services, including gas marketing, electric transmission,
bulk power and power trading, and participate in the development of merchant power projects. Through our
subsidiary EnergyUSA-TPC Corp., we provide natural gas sales to industrial and commercial customers
and engage in natural gas marketing activities. Through our subsidiary, Primary Energy, Inc., we develop,
build, own, operate and manage industrial-based energy projécts. Primary Energy develops on-site,
indusirial-based energy solutions for large complexes having multiple energy flows, such as electricity,
steam, by-product fuels or heated water. We participate in real estate and other businesses.

Non-Core Divestitures. On January 28, 2002, we sold the stock of SM&P Utility Resources, Inc. to
The Laclede Group, Inc. for $37.9 million, recognizing an after-tax gain of §12.5 million. The net assets of
SM&P were reported as assets held for sale on the consolidated balance sheets as of December 31, 2001,

On April 30, 2002, we sold the assets of the Indianapolis Water Company and other assets of IWC
Resources Corporation and its subsidiaries to the City of Indianapolis for $540.0 million, resulting in an
after-tax gain of $7.5 million. Also in April 2002, we sold our interest in White River Environmental
Partnership, an IWC investment, to the other partners for $8.0 million, approximating book value. The
water utilities’ operations were reported as discontinued operations for all periods in 2001 and 2002.

On July 1, 2002, in order to scale back our energy trading portfolio, we sold our net obligations under a
significant portion of our gas forward transaction portfolio, physical storage inventory and associated

agreements fo a third party. In accordance with the terms of the agreement, we paid $6.8 miilion to settle
the net obligations.



On January 28, 2003, our subsidiary Columbia Natural Resources, Inc. sold its interest in a natural gas
exploration and production joint venture in New York state for $95.0 million. The interests sold represented
approximately 39 billion cubic feet equivalent of natural gas reserves,
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or approximately 3.5 percent of Columbia Natural Resources’ total reserves. The 2002 production from the
joint ventiure assets was approximately 6 billion cubic feet equivalent, or approximately 11 percent of our
total 2002 production.

‘We have decided to exit the telecommunications business due to overcapacity in the market for dark
fiber, resulting in a non-cash charge to discontinued operations of $51.3 million after tax. This charge will
be reflected in the fourth quarter of 2002,

NiSource Finance Corp.

NiSource Finance is a wholly-owned special purpose finance subsidiary of NiSource that engages in
financing activities to raise funds for the business operations of NiSource and its subsidiaries, NiSource
Finance’s obligations under the notes will be fully and unconditionally guaranteed by NiSource.

NiSource Finance was incorporated in Febmary 2000 under the laws of the State of Indiana. Before the
acquisition of Columbia Energy Group, NiSource conducted its financing activities through NiSource
Capital Markets, Inc., a first-tier subsidiary of NiSource. We expect NiSource to conduct all future
financing through NiSource Finance.

The Offering
Issuer NiSource Finance Corp.
Securities Offered $345,000,000 aggregate principal amount of 6.15% Notes due 2013.
Guarantee NiSource Inc. will fully and unconditionally guarantee all the obligations of

NiSource Finance under the notes.

Issue Price 100% plus accrued interest from February 19, 2003,

Interest 6.15% per year. Interest on the notes is payable semi-annually on March 1 and
September 1 of each year, commencing September 1, 2003,

Optional Redemption ‘We may redeem all or part of the notes at any time at our option at a redemption
price equal to the greater of (1) the principal amount of the notes being
redeemed plus accrued interest to the redemption date and (2) a “make-whole”
amount based on the yield of a comparable U.8. Treasury security plus 0.35%.

Ranking The notes will be senior, unsecured obligations of NiScurce Finance ranking
equally in right of payment with other senior indebtedness of NiSource Finance.

The guarantee will be a senior, unsecured obligation of NiSource, ranking
equally in right of payment with other senior indebtedness of NiSource. Because
NiSource is a holding company that derives substantially all of its income from
operating subsidiaries, the guarantee will effectively be subordinated to debt and
preferred stock at the subsidiary level.



The Indenture does not limit the amount of debt thai NiSource Finance,
NiSource or any of its subsidiaries may incur.
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Limitation on Liens

Use of Proceeds

Subject to certain exceptions, neither NiSource Finance, NiSource nor any
subsidiary of NiSource other than a utility may issue, assume or guarantes any
secured debt, except intercompany indebtedness, without also securing the
notes, unless the total amount of all of the secured debt would not exceed 10%
of our consolidated net tangible assets.

The underwriter is offering the notes to the public for cash. We expect that the
underwriter will purchase the notes from us primarily for debentures of our
subsidiary, NiSource Capital Markets, which are one component of NiSource’s
Premium Income Equity Securities, or “PIES,” issued in 1999. The underwriter
purchased the debentures for cash in a remarketing conducted on February 13,
2003, The other component of a PIES is a stock purchase contract obligating the
holder to purchase a certain mumber of NiSource common shares for $50 on
Febraary 19, 2003. NiSource will receive the net proceeds of the remarketing in
satisfaction of the PIES holders’ obligations under the stock purchase contracts.
The net proceeds, after estimated expenses, to NiSource under the stock
purchase coniracts will be approximately $344.1 million, which we will use to
repay short-term indebtedness and for general corporate purposes.

For additional information regarding the Notes, see “Supplemental Description of the Notes.”
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RISK FACTORS

In deciding whether to invest in the notes, you should consider carefully the following factors that
could materially adversely affect our operating results and financial condition. Although we have tried to
discuss key factors, please be aware that other risks may prove fo be important in the future. New risks may
emerge at any time, and we cannot predict those risks or estimate the extent to which they may affect our -

financial performance. You should also consider the information included in our Annual Report on

Form 10-K for the fiscal year ended December 31, 2001, as updated by our subsequent reports on

Form 10-Q and Form 8-K. Each of the risks described below could vesult in a decrease in the value of the
notes and your investment therein.

‘We have substantial indebtedness, which could adversely affect our financial condition,

We have a significant amount of indebtedness outstanding as a result of our acquisition of Columbia
Energy Group. We had total consolidated indebtedness of approximately $7.2 billion outstanding as of
December 31, 2002.

Our substantial indebtedness could have important consequences to you. For example, it could:

» limit our ability to borrow additional funds or increase the cost of borrowing additional funds;

» reduce the availability of cash flow from operations to fund working capital, capital expenditures and
other general corporate purposes;

» limit our flexibility in planning for, or reacting to, changes in our business and the industries in which
we operate;

« lead parties with whom we do business to require additional credit support, such as letters of credit, in
order for us to transact such business;

» place us at a competitive disadvantage compared to our competitors that are less leveraged;
= result in a downgrade in our ratings; and

« increase our vulnerability to general adverse economic and industry conditions.

Some of our debt obligations contain financial covenants related to debt-to-capital ratios and interest
coverage ratios and cross-default provisions. Our failure to comply with any of these covenants could result
in an event of default which, if not cured or waived, could result in the acceleration of our outstanding debt
obligations. Any such acceleration would cause a material adverse change in our financial condition.

Qur strategy to improve our balance sheet depends upon cur zbility to access capital markets.

We have historically relied on commercial paper markets and fixed income capital markets as a source
of liquidity for capital requirements not satisfied by the cash flow from our operations.



In January 2002 and more recently in January 2003, Standard and Poor’s reaffirmed cur BBB senior
unsecured long-term credit rating and our A2 commercial paper rating with a negative outlook. However,
on February 1, 2002, Moody’s Investor Service downgraded our senior unsecured long-term credit rating to
Baa3 and our commercial paper rating to P3 with a negative outlook. Moody’s confirmed this rating in
Tanuary 2003. As a split-rated A2/ P3 commercial paper issuer, we have had our access to the commercial
paper market significantly constrained and have met our liguidity needs by using our $500 million
revolving credit facility,
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which expires in March 2003, and our $1.25 billion facility, which expires in March 2004, As of
January 31, 2003, $1,041 million was available under these facilities. We expect to refinance a portion of
our short-term borrowing requirements in the fixed-income capital markets.

If we are not able to access capital at competitive rates, our ability to implement our strategy to
improve our balance sheet will be adversely affected. This could result in a ratings downgrade. In addition,
if we are unable to sell or otherwise monetize the balance of our natural gas exploration and production
business, our credit ratings could be downgraded. A further downgrade of our credit rating would further
adversely affect our ability to access one or more financial markets, which could negatively affect our
financial results.

Further credit ratings downgrades will increase our financing costs and the costs of maintaining
certain contractual relationships.

If our current ratings are downgraded, our borrowing costs will increase, as will the costs of
maintaining certain contractual relationships. Additionally, if our ratings were to decline below investment
grade, we would lose the ability to finance under certain receivables sales facilities.

Columbia Energy Group’s current unsecured long-term credit is rated BBB by Standard & Poor’s and
BaaZ by Moody’s. If either of these ratings were to decline below its current level, Columbia would be
immediately required to post approximately $261 million in collateral {including letters of credit) to
support an indemnity obligation relating to a forward sale of natural gas made by its exploration and
production business. Posting collateral would adversely impact our quidity.

‘We will need additional capital to refinance indebtedness that is scheduled to mature and for other
working capital purpeses, which we may not be abie to obtain.

After this offering, we will be required to obtain significant additional capital in 2003 to execute our
business plan, meet working capital needs and repay existing indebiedness scheduled to mature during the
period. In particular, we will be required to repay, refinance or extend the following indebtedness:

» NiSource Finance’s $500 million 364-day credit facility expiring March 2003,
= $300 million of NiSource Finance's 5 3/4% Notes due April 15, 2003; and

+ $750 million of NiSource Finance’s 7 1/2% Notes due Novernber 15, 2003,

If we are unable to obtain additional capital to repay this debt, our operations and liquidity could be
materially adversely affected.

The terms of our settlement with the Indiana Utility Regulatory Commission will result in credits to
CONSUMErsS.

On September 23, 2002, the Indiana Utility Regulatory Commission approved a settlement agreement
that entitles electric customers of Northern indiana Public Service Company to receive an amount intended
to approximate $55.0 million each year in credits to their electric bills for 49 months, Northemn Indiana’s
electric customers, other than those on certain contract rates, will receive a credit of approximately six



percent of the electric portion of their monthly Northern Indiana bill. The settlement was the result of
months of negotiations among Northern Indiana, the Indiana Office of Utility Consumer Counselor and a
group of corimercial and industrial customers.

The Indiana Utility Regulatory Commission bas denied a petition for reconsideration, and the approval
of the settlement is currenily being appealed. There can be no assurances that the appeal will not result in

further proceedings before the Indiana Utility Regulatory Commission, or that such proceedings will not
result in a further reduction in rates.
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Increased federal and state environmental regulation of NOx emissions will require us to incur large
capital expenditures.

The Environmental Protection Agency has recently approved Indiana state rules intended to reduce
nitrogen oxide (NOx) levels from several sources, including industrial and utility boilers. The rules are part
of a program intended to reduce ozone levels in the eastern United States, Compliance with the NOx limits
contained in these rules is required by May 31, 2004, Capital estimates of our NOx control compliance
costs range from $200 to $300 million over the next two years. Actual compliance costs may vary
depending on a number of factors including market demand/resource constraints, uncertainty of fisture
equipment and construction costs, and the potential need for additional control technology.

A significant portion of the gas and electricity we sell is used for heating and air conditioning.
Accordingly, our operating resuits fluctuate depending on the weather,

Our energy sales are sensitive to variations in weather conditions. We forecast energy sales on the
basis of 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. For example, record warm
weather in our markets in the first quarter of 2002 negatively affected basic earnings by 16 cents per share,
when compared to the long-term historical average, and by 12 cents per share, when compared to the
comparable period in 2001,

Our electric operations are subject to economic conditions in certain industries.

Our electric operations in northern Indiana have been and may continue to be adversely affected by
substantial declines in sales to industrial customers. In particular, the steel and steel related industries have
been adversely impacted by recent events and market conditions, with two major customers declaring
bankruptcy. There can be no assurances whether sales will return to historical Jevels.

Recent events that are beyend our control have increased the level of public and regulatory scrutiny
of our industry. Governmental and market reactions to these events may have negative impacts on
our business, financial conditien and access to capital.

As a result of the energy crisis in California during the summer of 2001, the recent volatility of naturai
gas prices in North America, the bankruptcy filing by Enron Corporation, recently discovered accounting
irregularities at public companies in general and energy companies in particular, and investigations by
governmental authorities into energy trading activities, companies in the regulated and unregulated utility
business have been under a generally increased amount of public and regulatory scrutiny and suspicion,
Recently discovered accounting irregularities have caused regulators and legislators to review current
accounting practices, financial disclosures and companies’ relationships with their independent auditors.
The capital markets and ratings agencies also have increased their level of scrutiny. We believe that we are
complying with all applicable laws and accounting standards, but it is difficult or impossible to predict or
control what effect these types of events may have on our business, financial condition or access to the
capital markets.

As a result of these events, Congress passed the Sarbanes-Oxley Act of 2002, It is vnclear what
additional laws or regulations may develop, and we cannot predict the ultimate impact of any future
changes in accounting regulations or practices in general with respect to public companies, the energy
industry or our operations specifically.



Our Whiting merchant energy project is operating at a loss.

Our Primary Energy subsidiary has developed a merchant energy facility at BP’s Whiting, Indiana
refinery. This facility uses natural gas to generate electricity for sale in the wholesale

S-10




markets and is expected, after plant modifications, to generate steam for industrial use. Recent
developments in the wholesale power market have resulted in depressed wholesale power prices, which
have substantially reduced revenues for participants in the market. We expect that the facility will operate
at a loss in the near term based on the current market view of forward pricing for gas and electricity. We
estimate that the after-tax loss for 2002 was approximately $20.0 million. The profitability of the project in
future periods will depend on, among other things, prevailing prices in the energy markets and regional
load dispatch patterns.

Your ability to recover from our former auditors, Arthur Andersen LLP, for any potential financial
misstatements may be limited.

On May 21, 2002, the Board of Directors of NiSource, upon recommendation of its Audit Committee,
dismissed Arthur Andersen LLP as the independent public accountants for NiSource and its subsidiaries,
Columbia and Northern Indiana, and retained Deloitte & Touche LLP to serve as the independent public
accountants of NiSource and its subsidiaries for 2002.

Andersen completed its audit of NiSource’s consolidated financial statements for the year ended
December 31, 2001 and issued its report with respect to such consolidated financial statements on
January 29, 2002. Subsequently, on June 15, 2002 Andersen was convicted of obstruction of justice charges
arising from the government’s investigation of Enron Corporation and has ceased to audit publicly held
companies. Because Andersen is unlikely to survive, purchasers of Notes may not be able to recover
against Andersen for any claims they may have under securities or other laws as a result of Andersen’s
previous role as our independent public accountants and as author of the audit report for the audited
financial statements incorporated by reference in this prospectus.
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USE OF PROCEEDS

The underwriter is offering the notes to the public for cash. We expect that the underwriter will
purchase the notes from us by delivering $344,664,600 principal amount of 5.90% Senior Debentures due
2005 of NiScurce Capital Markets, Inc., which the underwriter agreed to purchase for cash in a remarketing
conducted on February 13, 2003, and $335,400 in cash. We are paying Deutsche Bank Securities Inc. a
commission of $2,242,500 in connection with this transaction.

The Senior Debentures comprise one component of the Premium Income Equity Securities, or “PIES,”
that NiSource issued in 1999, The other component of a PIES is a stock purchase coniract obligating the
holder to purchase a certain number of NiSource common shares for $50 on February 19, 2003. A PIES
holder could elect to pay for the stock in cash or cash equivalents, or with the proceeds from the
remarketing of his Senior Debentures. Under the terms of the PIES, substantially all of the Senior
Debentures were remarketed to Deutsche Bank Securities Inc. on February 13, 2003 for $344,664,600.
NiSource will receive the net proceeds from the remarketing of $339,664,600 principal amount of Senior
Debentures, plus approximately $5.3 million in separate cash and cash equivalents, in satisfaction of the
PIES holders’ obligations under the stock purchase contracts and will issue to the PIES holders
approximately 13.1 million shares of common stock. We expect the net proceeds to us from the
remarketing and related payments under the stock purchase contracts to be approximately $344.1 million,
after the remarketing agent’s fees and estimated expenses.

NiSource will advance the payments received under the stock purchase contracts to NiSource Finance
to repay short-term bank borrowings having an annual interest rate of 2.094% as of Januvary 31, 2003 and
for general corporate purposes.
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CAPITALIZATION

The following table shows our capitalization and short-term indebtedness at September 30, 2002 (1) on
a consolidated basis, (2) on a consolidated basis as adjusted to reflect the sale of 41.4 miliion shares of
NiSource common stock in a November 2002 public offering and (3) on a consolidated basis as further
adjusted to reflect (a) the settlement of the purchase contracts included in the PIES, (b) the remarketing of
the NiSource Capital Markets Senior Debentures included in the PIES, (c) the issnance and sale of the
Notes and (d) the use of the net proceeds as set forth under “Use of Proceeds.” This table should be read in
conjunction with our consolidated financial statements and related notes for the year ended December 31,
2001, incorporated by reference in this prospectus supplement and accompanying prospectus. See “Where
You Can Find More Information” in the accompanying prospectus.

September 30, 2002
As Adjasted
for the November As Further
2002 Common Adjusted for the
Actual Stock Offering PIES and the Notes

(in miltions)

Long-term debt (excluding

-amounts due within one year

Company-obligated mandatorily
redeemable security of trust
holding solely parent company
debentures (PIES)(a) . 345.0

Cumiulative preferréd sfocks 1855

Common stockholders” equity

“Total capitalization

Short-term borrowings {inclading
current portion of long-term
debt)(b) $ 2,0253 § 1,290.4 3§ 946.3

(a) Upon dissolution of the trust on Febmary 13, 2003, these securities (consisting of the Debentures) will
be reclassified as long-term debt.

(b) Excludes $43.0 million of preferred stock redeemed on October 14, 2002 pursuant to mandatory
redemption provisions.
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RATIO OF EARNINGS TO FIXED CHARGES

The following are ratios of our earnings to fixed charges for each of the periods indicated:

Fiscal Year Ended December 31

Nine Months Ended
September 30, 2002 2001 2000 1999 1998 1997
.08 1,64 T84 I T S

For purposes of caleulating the ratio of earnings to fixed charges, “earings” consist of income from
continuing operations before income taxes plus fixed charges. “Fixed charges” consist of interest on all
indebtedness, amortization of debt expense, the portion of rental expenses on operating leases deemed to be
representative of the interest factor and preferred stock dividend requirements of consolidated subsidiaries.
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SELECTED CONSOLIDATED FINANCIAL INFORMATION

The following financial information is only a summary, and you should read it together with our
historical consolidated financial statements and the related notes incorporated by reference in this
document.

Nine Months
Ended
September 30,
2002 2601 2000(a) 1999(a)

(in mitlions)

$6,030.7 $3,273.5

Income from
continuing
operations 2859 _ _ 2121 i 141.1

Cash Flow' S g Sl :

EBITDA()

pi

Capital
expenditur

e§ 3737 668.1 357.3 313.0

(15.2):

As of
September 30,
Balance Sheet Data: 2602

(in millions)
"1$16,627.

Short term borrowings (including current
portion of long-term debt)(c)
Capitalization;




Long Term debt (excluding amounts due
within one year)
Company-obligated mandatori
* redeemable security of trist holdin
solely parent company debentires
CPIBS)(d) o B e e
Cumulative Preferred Stocks, excluding
amounts due within one y
Common shareholders’ equity
Total capitalization

{a) Results for 1999 and 2000 are not directly comparable to results for 2001 due to the acquisition of
Columbia Energy Group, which occurred on November 1, 2000.

{b) EBITDA. is defined as operating income before depreciation and amortization (excludes other income
and income taxes}, EBITDA is not a measure of performance under GAAP. While EBITDA should not
be considered as a substitute for net income, cash flows from operating activities and other income or
cash flow statement data prepared in accordance with GAAP, or as a measure of profitability or
Liquidity, management understands that EBITDA is customarily used as a measure in evaluating

(c) Excludes $43.0 million of preferred stock redeemed on October 14, 2002 pursuant to mandatory
redemption provisions.

(d) Upon dissolution of the trust on February 13, 2003, these securities will be reclassified as long-term
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RECENT RESULTS OF OPERATIONS

On January 30, 2003, we reported our financial results for the year ended December 31, 2002. For the
year ended December 31, 2002, income from continuing operations was $425.7 million, or $2.02 per share,
compared to $226.4 million or $1.10 per share, in fiscal year 2001. Net income for the year ended
December 31, 2002 was $372.5 million, or $1.77 per share, compared to $216.2 million or $1.05 per share,
in 2001. All per share amounts are for basic shares,
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SUPPLEMENTAL DESCRIPTION OF THE NOTES

Please read the following information concerning the notes in conjunction with the statements under
“Drescription of the Debt Securities” in the accompanying prospectus, which the following information
supplements and, if there are any inconsistencies, supersedes. The following description is not complete.
The notes will be issued under the Indenture, dated November 14, 2000, that we have eniered into with
JPMorgan Chase Bank (formerly The Chase Manhattan Bank), as trustee. The Indenture is described in the
accompanying prospectus and is filed as an exhibit to the regisiration statement under which the notes are
being offered and sold.

General

We will offer up to $345 million of 6,15% Notes due 2013 as a series of notes under the Indenture, The
notes will be fully and unconditionally guaranteed by NiSource. See “Guarantee of NiSource” in the
accompanying prospectus.

The notes will constitute part of the senior debt of NiSource Finance and are equal in right of payment
to any other senior unsecured obligations of NiSource Finance. The notes will not be subject to any
mandatory redemption or sinking fund payments.

Interest Paymenis

The entire principal amount of the notes will mature and become due and payable, together with any
accrued and unpaid interest, on March 1, 2013. Bach note will bear interest at the annual rate set forth on
the cover page of this prospectus supplement beginning February 19, 2003. The interest will be paid semi-
annually on March 1 and September 1, commencing September 1, 2003, Interest will be paid to the person
in whose name the Note is registered at the close of business on February 15 and August 15 immediately
preceding March 1, and September 1. We will compute the amount of interest payable on the basis of a
360-day vear of twelve 30-day months.

Optional Redemption

We may redeem all or part of the notes at any time at our option atf a redemption price equal to the
greater of (1) the principal amount of the notes being redeemed plus acorued interest to the redemption date
or (2) the Make-Whole Amount for the notes being redeemed.

As used herein:

“Make-Whole Amount” means the sum, as determined by a Quotation Agent, of the present values
of the principal amount of the notes to be redeemed, together with scheduled payments of interest
(exclusive of interest to the redemption date) from the redemption date to the maturity date of the notes,
in each case discounted to the redemption date on a semi-annual basis, assuming a 360-day year
consisting of twetve 30-day months, at the Adjusted Treasury Rate, plus accrued interest on the
principal amount of the notes being redeemed to the redemption date.



“Adjusted Treasury Rate” means, with respect to any redemption date, (i) the yield, under the
heading which represents the average for the immediately preceding week, appearing in the most
recently published statistical release designated “H.15 (519)” or any successor publication which is
published weekly by the Board of Governors of the Federal Reserve System and which establishes
yields on actively {raded United States Treasury securities adjusted to constant maturity under the
caption “Treasury Constant Maturities,” for the maturity corresponding to the Comparable Treasury
Issue (if no maturity is within three months before or after the remaining term of the notes, yields for the
two published maturities most closely corresponding to the Comparable Treasury Issue
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shall be determined and the Adjusted Treasury Rate shall be interpolated or extrapolated from such
yields on a straight line basis, rounding to the nearest month) or (ii} if such release (or any successor
release) is not published during the week preceding the calculation date or does niot contain such yields,
the rate per year equal to the semi-annual equivalent yield to maturity of the Comparable Treasury Issue
(expressed as a percentage of its principal amount) equal to the Comparable Treasury Price for such
redemption date, in each case calculated on the third business day preceding the redemption date, plus
0.35%.

“Comparable Treasury Issue” means the United States Treasury security selected by the Quotation
Agent as having a maturity comparable to the remaining term from the redemption date to the maturity
date of the notes that would be utilized, at the time of selection and in accordance with customary
financial practice, in pricing new issues of corporate debt securities of comparable maturity to the
remaining term of the notes.

“Quotation Agent” means the Reference Treasury Dealer selected by the trustee after consultation
with us.

“Reference Treasury Dealer” means a primary U.8. Government securities dealer selected by us.

“Comparable Treasury Price” means, with respect to any redemption date, if clause (ii) of the
definition of Adjusted Treasury Rate is applicable, the average of three, or such lesser number as is
obtained by the trustee, Reference Treasury Dealer Quotations for such redemption date.

“Reference Treasury Dealer Quotations” means, with respect to each Reference Treasury Dealer
and any redemption date, the average, as determined by the trustee, of the bid and asked prices for the
Comparable Treasury Issue, expressed in each case ag a percentage of its principal amount, quoted in
writing to the trustee by such Reference Treasury Dealer at 5:00 p.m., New York City time, on the third
business day preceding such redemption date.

Selection and Notice of Redemption

If we are redeeming less than all the notes at any time, the trustee will select the notes to be redeemed
using a method it considers fair and appropriate.

We will redeem notes in increments of $1,000. We will cause notices of redemption to be mailed by
first-class mail at Jeast 30 but not more than 60 days before the redemption date to each holder of notes to
be redeemed at its registered address, However, we will not know the exact redemption price until 3
business days before the redemption date. Therefore, the notice of redemption will only describe how the
rederoption price will be calculated.

If any note is to be redeemed in part only, the notice of redemption that relates to that note will state
the portion of the principal amount thereof to be redeemed, We will issue a note in principal amount equal
to the unredeemed portion of the original note in the name of the holder thereof upon cancellation of the
original note. Notes called for redemption will become due on the date fixed for redemption. On or after the
redemption date, interest will cease to acerue on notes or portions of them called for redemption,



Forms and Denominations

The Notes will be issued as one or more global securities in the name of a nominee of the Depository
Trust Company and will be available only in book-entry form. See “Book-Entry Issnance” in the
accompanying prospectus. The Notes are available for purchase in multiples of $1,000.
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Additional Notes

We may, without the consent of the holders of the notes, create and issue additional notes ranking
equally with the notes offered hereby in all respects, including having the same CUSIP number, so that
such additional notes would be consolidated and form a single series with the notes offered hereby and
would have the same terms as to status, redemption or otherwise as the notes offered hereby. No additional
notes may be issued if an Event of Default has occurred and is continuing with respect to the notes.
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CERTAIN ERISA CONSIDERATIONS

The following is a surnmary of certain considerations associated with the purchase of notes by
employee benefit plans that are subject to Title I of the Employee Retirement Income Security Act of 1974,
as amended (“ERISA™), plans, individnal retirement accounts and other arrangements that are subject to
Section 4975 of the Code or provisions under any federal, state, local non-U.8, or other laws or regulations
that are similar to such provisions of ERISA or the Code, and entities whose underlying assets are
considered to include “plan assets” of such plans, accounts and arrangements (each, 2 “Plan”).

General Fiduciary Matters

ERISA and the Code impose certain duties on persons who are fiduciaries of a Plan subject to Title I of
ERISA or Section 4975 of the Code (an “ERISA Plan”) and prohibit certain transactions involving the
assets of an ERISA Plan and its fiduciaries or other interested parties. Under ERISA and the Code, any
person who exercises any discretionary anthority or control over the management or administration of such
an FERISA Plan or the management or disposition of the assets of such an ERISA Plan, or who renders
investment advice for a fee or other compensation to such an ERISA Plan, is geperally considered to be a
fiduciary of the ERISA Plan.

In considering an investment in the notes of a portion of the assets of any Plan, a fiduciary should
determine whether the investntent is in accordance with the documents and instruments governing the Plan
and the applicable provisions of ERISA, the Code or any similar law relating to a fiduciary’s duties to the
Plan including, without limitation, the prodence, diversification, delegation of control and prohibited
transaction provisions of ERIS A, the Code and any other applicable similar laws.

Prohibited Transaction Issues

Section 406 of ERISA and Section 4975 of the Code prohibit ERISA Plans from engaging in specified
transactions involving plan assets with persons or entities who are “parties in interest,” within the meaning
of ERISA, or “disqualified persons,” within the meaning of Section 4975 of the Code, unless an exemption
is available. A party in interest or disqualified person who engages in a non-exempt prohibited transaction
may be subject to excise taxes and other penalties and Habilities under ERISA and the Code. In addition,
the fiduciary of the ERISA Plan that engages in such a non-exempt prohibited transaction may be subject to
penalties and liabilities under ERISA and the Code. The acquisition or holding of Notes by an ERISA Plan
with respect to which NiSource, NiSource Finance or the underwriter is considered a party in interest or a
disqualified person may constitute or result in a direct or indirect prohibited transaction under Section 406
of ERISA or Section 4975 of the Code, unless the investment is acquired and is held in accordance with an
applicable statutory, class or individual prohibited transaction exemption. In this regard, the U.S.
Department of Labor has issued prohibited transaction class exemptions, or “PTCEs,” that may apply to the
acquisition and holding of the notes. These class exemptions include PTCE 84-14 respecting transactions
determined by independent qualified professional asset managers, PTCE 90-1 respecting insurance
comnpany pooled separate accounts, PTCE 91-38 respecting bank collective investment funds, PTCE 95-60
respecting life insurance company general accounts and PTCE 96-23 respecting transactions determined by
in-house asset managers. There can be no assurance that a particular purchase of notes will satisfy all of the
conditions of any such exemptions. '

Because of the foregoing, the notes should not be purchased or held by any person investing “plan
assets” of any Plan, unless such purchase and holding will not constitute a non-exempt prohibited
transaction under ERISA and the Code or a violation of any applicable similar laws.
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Representation

By acceptance of a note, each purchaser and subsequent transferee of a note will be deemed to have
represented and warranted that (i) no portion of the assets used by such purchaser or transferee to acquire
and hold the note constitutes assets of any Plan, (ii) the Plan is a governmental plap as defined in Section 3
of ERISA which is not subject to the provisions of Title I of ERISA or Section 401 of the Code or (jii) the
purchase and holding of the note by such purchaser or transferee will not constitute a non-exempt
prohibited transaction under Section 406 of ERISA or Section 4975 of the Code or violation under any
applicable similar laws because such purchase and holding satisfies the conditions of an admindstrative,
statutory or class exemption, including PTCE 91-38, 90-1, 84-14, 95-60 or 96-23.

The foregoing discussion is general in nature and is not intended to be all-inclusive. Due to the
complexity of these rules and the penalties that may be imposed upon persons involved in non-exempt
prohibited transactions, it is particularly important that fiduciaries, or other persons considering purchasing
the notes on behalf of, or with the assets of, any Plan, consult with their counsel regarding the potential
applicability of ERISA, Section 4975 of the Code and any similar laws to such investment and whether an
exemption would be applicable to the purchase and holding of the notes.
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UNDERWRITING

Subject to the terms and conditions of the underwriting agreement, Deutsche Bank Securities Inc., as
underwriter, has agreed to purchase from us the following principal amount of notes at the public offering
price less the underwriting commissions set forth on the cover page of this prospectus supplement:

Prineipal
Underwriter Amuount of Notes
Deuntsché Bank Securities Inc: .. 5 w0 345,000,000 5
Total $ 345,000,000

The underwriting agreement provides that the obligations of the underwriter to purchase the notes
offered hereby are subject fo certain conditions precedent and that the underwriter will purchase all of the
notes offered by this prospectus supplement if any of these nofes are purchased.

In addition, we estimate that our share of the total expenses of this offering, excluding underwriting
commissions, will be approximately $200,000.

We have agreed to indemnify the underwriter against some specified types of liabilities, including
liabilities under the Securities Act, and to contribute to payments the underwriter may be required to make
in respect of any of these Habilities.

The underwriter has advised us that it does not intend to confirm sales to any account over which it
exercises discretionary authority.

The notes are a new issue of securities with no established trading market. The notes will not be listed
on any securities exchange or on any automated dealer quotation system. The underwriter may make a
market in the notes after completion of the offering, but will not be obligated to do so and may discontinue
any market-making activities at any time without notice. No assurance can be given as to the liquidity of
the trading market for the notes or that an active public market for the notes will develop. If an active
public trading market for the notes does not develop, the market price and liquidity of the notes may be
adversely affected.

In connection with the offering, the underwriter may purchase and sell the notes in the open market.
These transactions may include short sales, purchases to cover positions created by short sales and
stabilizing transactions.

Short sales involve the sale by the underwriter of a greater principal amount of notes than they are
required to purchase in the offering, The underwriter may close out any short position by purchasing notes
in the open market. A short position is more likely to be created if the underwriter is concerned that there
may be downward pressure on the price of the notes in the open market prior to the completion of the
offering.



Stabilizing transactions consist of various bids for or purchases of the notes made by the underwriter in
the open market prior to the completion of the offering,

Purchases to cover a short position and stabilizing transactions may have the effect of preventing or
slowing a decline in the market price of the notes. Additionally, these purchases may stabilize, maintain or
otherwise affect the market price of the notes. As a result, the price of the notes may be higher than the
price that might otherwise exist in the open market. These transactions may be effected in the over-the-
counter market or otherwise.

We have been advised by the underwriter that it may make the notes available for distribution on the
Internet through a third-party system operated by Market Axess Inc., an Internet-based communications
technology provider. We have also been advised by the underwriter that Market Axess Inc. is providing the
system as a conduit for communications
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between the underwriter and its customers and is not a party to any transactions. We have been advised by
the underwriter that Market Axess Inc. is a registered broker-dealer and will receive compensation from the
underwriter based on transactions conducted through the system. We have been advised by the underwriter
that it will make the notes-available to its customers through the Internet on the same terms as distributions
of the notes made through other channels. Other than this prospectus supplement, the accompanying
prospectus and any registration statement of which they form a part, each in electronic format as filed with
the SEC, the information on any Web site is not a part of this prospectus supplement, the accompanying
prospectus or any registration statement of which they form a part.

Deutsche Bank AG New York, an affiliate of the underwriter, is a lender under our three-year
revolving credit agreement. The underwriter and its affiliates may from time to time engage in future
transactions with us and our affiliates and provide services to us and our affiliates in the ordinary course of

their business.
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LEGAL MATTERS

The validity of the notes will be passed upon for us by Schiff Hardin & Waite, Chicago, Illinois,
Peter V. Fazio, Ir., a partner of the firm who also serves as executive vice president and general counsel of
NiSource holds approximately 11,400 shares of NiSource’s common stock. The underwriter has been
represented by Dewey Ballantine LLP, New York, New York.

EXPERTS

The consolidated financial statements and schedules of NiSource incorporated by reference herein
have been audited by Arthur Andersen LLP, independent public accountants, as indicated in their reports
with respect thereto, and are incorporated by reference herein in reliance upon the authority of said firm as
experts in giving said reports.
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PROSPECTUS

$2,500,000,000

NiSource Inc.
Common Stock

Preferred Stock
Guarantees of Debt Securities

NiSource Finance Corp.

Debt Securities

Guaranteed as Set Forth in This Prospectus by NiSource Inc.

NiSource Inc. may offer, from time to time, in amounts, at prices and on terms that it
will determine at the time of offering, any or all of the following:

» shares of common stock, including preferred stock purchase rights;
* shares of preferred stock, in one or more series.

NiSource Finance Corp., a wholly owned subsidiary of NiSource, may offer from
time to time in amounts, at prices and on terms to be determined at the time of the
offering, one or more series of its debt securities. NiSource will fully and unconditionally
guarantee the obligations of NiSource Finance under any debt securities issued under this
prospectus or any prospectus supplement.

We will provide specific terms of these securities, including their offering prices, in
prospectus supplements to this prospectus. The prospectus supplements may also add,
update or change information contained in this prospectus. You should read this
prospectus and any prospectus supplement carefully before you invest.



We may offer these securities to or through underwriters, through dealers or agents,
directly to you or through a combination of these methods. You can find additional
information about our plan of distribution for the securities under the heading “Plan of
Distribution” beginning on page 19 of this prospectus. We will also describe the plan of
distribution for any particular offering of these securities in the applicable prospectus
supplement. This prospectus may not be used to sell our securities unless it is
accompanied by a prospectus supplement.

Neither the Securities and Exchange Commission nor any state securities
commission has approved or disapproved these securities or determined if this

Prospectus is truthful or complete. Any representation to the contrary is a criminal
offense.

The date of this prospectus is November 20, 2000.




ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we have filed with the
Securities and Exchange Commission, or SEC, utilizing a “shelf” registration or
continuous offering process. Under this process, NiSource may offer shares of its
common stock or preferred stock, and NiSource Finance may offer various series of its
debt securities guaranteed by NiSource, from time to time using this prospectus and
related prospectus supplements. These securities may be offered up to a total amount of
$2.5 billion.

This prospectus provides you with a general description of the common stock,
preferred stock, debt securities and guarantees we may offer. Each time we offer
securities, we will provide a prospectus supplement that will contain specific information
about the terms of that offering. That prospectus supplement may include a description of
any risk factors or other special considerations applicable to those securities, The
prospectus supplement may also add, update or change information contained in this
prospectus. If there is any inconsistency between the information in the prospectus and
the prospectus supplement, you should rely on the information in the prospectus
supplement. You should read both this prospectus and the applicable prospectus
supplement together with the additional information described under the heading “Where
You Can Find More Information.”

The registration statement containing this prospectus, including the exhibits to the
registration statement, provides additional information about us and the securities offered
under this prospectus. The registration statement, including the exhibits, can be read at
the SEC website or at the SEC offices mentioned under the heading “Where You Can
Find More Information.”

You should rely only on the information incorporated by reference or provided in this
prospectus and the accompanying prospectus supplement. We have not authorized
anyone to provide you with different information. We are not making an offer to sell or
soliciting an offer to buy these securities in any jurisdiction in which the offer or
solicitation is not authorized or in which the person making the offer or solicitation is not
qualified to do so or to anyone to whom it is untawful to make the offer or solicitation.
You should not assume that the information in this prospectus or the accompanying
prospectus supplement is accurate as of any date other than the date on the front of the
document.

References to “NiSource” refer to NiSource Inc. and references to “NiSource
Finance” refer to NiSource Finance Corp. Unless the context requires otherwise,
references to “we,” “us” or “our” refer collectively to NiSource and its subsidiaries,
including NiSource Finance. References to “securities” refer collectively to the common
stock, preferred stock, debt securities and guarantees of debt securities registered
hereunder.



WHERE YOU CAN FIND MORE INFORMATION

NiSource files annual, quarterly and current reports, proxy statements and other
information with the SEC. You may read and copy any document NiSource files at the
SEC’s public reference rooms at 450 Fifth Street, N.W., Room 1024, Washington, D.C.
20549, Seven World Trade Center, Suite 1300, New York, New York 10048, and
Citicorp Center, 500 West Madison Street, Suite 1400, Chicago, Illinois 60661. You may
obtain additional information about the public reference rooms by calling the SEC at 1-
800-SEC-0330. In addition, the SEC maintains a site on the Internet (http://www.sec.gov)
that contains reports, proxy statements and other information regarding issuers that file
electronically with the SEC, including NiSource.

You may also read reports, proxy statements and other documents relating to
NiSource at the offices of the New York Stock Exchange at 20 Broad Street, New York,
New York 10005.

- The SEC allows us to “incorporate by reference” information into this prospectus.
This means that we can disclose important information to you by referring you to another
document that NiSource, or one of its corporate predecessors, NiSource Inc.
(incorporated in Indiana) and Columbia Energy Group, has filed separately with the SEC.
The information incorporated by reference is considered to be part of this prospectus.
Information that NiSource files with the SEC after the date of this prospectus will
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automatically modify and supersede the information included or incorporated by
reference in this prospectus to the extent that the subsequently filed information modifies
or supersedes the existing information. We incorporate by reference our Current Reports
on Form 8-K dated November 1, 2000, November 3, 2000, November 6, 2000 (as
amended November 7, 2000) and November 7, 2000 and any future filings we make with
the SEC under sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934
until we sell all of the securities. We also incorporate by reference the following
documents filed with the SEC by our corporate predecessor NiSource Inc. (incorporated
in Indiana) (SEC File Number 1-9779):

*» NiSource’s Annual Report on Form 10-K for the fiscal year ended December 31,
1999;

» NiSource’s Quarterly Reports on Form 10-Q for the fiscal quarters ended March 31,
2000, June 30, 2000 and September 30, 2000;

*» NiSource’s Current Reports on Form 8-K dated February 14, 2000, February 24,
2000, March 3, 2000, April 3, 2000, April 25, 2000, June 13, 2000, September 1,
2000, September 13, 2000 and October 31, 2000; and

* NiSource’s definitive joint proxy statement/ prospectus dated April 24, 2000.

We also incorporate by reference the following documents filed with the SEC by our
corporate predecessor Columbia Energy Group (SEC File Number 1-1098):

* Columbia’s Annual Report on Form 10-K for the fiscal year ended December 31,
1999,

» Columbia’s Quarterly Reports on Form 10-Q for the fiscal quarters ended March 31,
2000, June 30, 2000 and September 30, 2000; and

* Columbia’s Current Reports on Form 8-K dated Jarary 27, 2000, April 13, 2000,
May 3, 2000, May 12, 2000, May 22, 2000, June 2, 2000, June 15, 2000, July 14,
2000, October 2, 2000, October 12, 2000, October 16, 2000 and November 1, 2000.

You may request a copy of any of these filings at no cost by writing to or telephoning
us af the following address and telephone number: Gary W. Pottorff, NiSource Inc., 801
East 86th Avenue, Merrillville, Indiana 46410, telephone: (219) 853-5200.

NiSource maintains an Internet site at http://www.nisource.com which contains
information concerning NiSource and its subsidiaries. The information contained at
NiSource’s Internet site is not incorporated by reference in this prospectus, and you
should not consider it a part of this prospectus.
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We have filed this prospectus with the SEC as part of a registration statement on
Form S-3 under the Securities Act of 1933. This prospectus does not contain all of the
information included in the registration statement. Any statement made in this prospectus
concerning the contents of any contract, agreement or other document is only a summary
of the actual document. If we have filed any cantract, agreement or other document as an
exhibit to the registration statement, you should read the exhibit for a more complete
understanding of the document or matter involved. Each statement regarding a contract,
agreement or other document is qualified in its entirety by reference to the actual
document.




FORWARD-LOOKING STATEMENTS

Some of the information included in this prospectus, in any prospectus supplement
and in the documents incorporated by reference are forward-looking statements within
the meaning of the securities laws. These statements concern our plans, expectations and
objectives for future operations. Any statement that is not a historical fact is a forward-
looking statement. We use the words “estimate,” “intend,” “expect,” “believe,”
“anticipate” and similar expressions to identify forward-looking statements, but some of
these statements may use other phrasing. NiSource undertakes no obligation to release
any revisions to these forward-looking statements publicly to reflect events or
circumstances after the date of this prospectus or accompanying prospectus supplement
or to reflect the occurrence of unanticipated events. While we make the forward-looking
statements in good faith and believe they are based on reasonable assumptions, these
statements are subject to risks and uncertainties. Important factors that could cause actual
results to differ materially from those suggested by the forward-looking statements
include: ~

» the weather;

« the federal and state regulatory environment, including changes in environmental and
other laws and regulations to which we are subject;

e the economic climate;
* growth in our service territories;
» customers’ usage patterns and preferences;

« the degree to which and the speed with which competition changes the utility
industry;

» fluctuation in supply and demand for energy commodities and the timing and extent
of changes in commodity prices;

« changing conditions in the capital and equity markets;

« whether, and the extent to which, we achieve efficiencies and cost savings from the
integration of the former NiSource and Columbia Energy Group businesses; and

« other uncertainties, all of which are difficult to predict, and many of which are
beyond our control, including factors we discuss in this prospectus and any
prospectus supplement and our filings with the SEC.



Accordingly, you should not rely on the accuracy of predictions contained in forward-
looking statements. These statements speak only as of the date of this prospectus, the date
of the accompanying prospectus supplement or, in the case of documents incorporated by
reference, the date of those documents.




NISOURCE INC.

Overview. NiSource is a super-regional energy holding company that provides natural
gas, electricity and other products and services to 3.6 million customers located within
the energy corridor that runs from the Gulf Coast through the Midwest to New England.
On November 1, 2000, NiSource completed its acquisition of Columbia Energy Group
for an aggregate consideration of approximately $6 billion, with 30% of the consideration
paid in common stock and 70% of the consideration paid in cash and SAILS™™ (units
each consisting of a zero coupon debt security coupled with a forward equity contract).
NiSource also assumed approximately $2 billion in Columbia debt.

As a result of the acquisition, NiSource is the largest natural gas distribution
company, as measured by number of customers, operating east of the Rockies.
NiSource’s principal subsidiaries include the Columbia Energy Group, a vertically-
integrated natural gas distribution, transmission, storage and exploration and production
holding company whose subsidiaries provide service to customers in the Midwest, the
Mid-Atlantic and the Northeast; Northern Indiana Public Service Company, a vertically-
integrated gas and electric company providing service to customers in northern Indiana;
and Bay State Gas Company, a natural gas distribution company serving customers in
New England. NiSource’s business lines include:

» natural gas distribution;
* natural gas transmission and storage;
» exploration and production;

» electric operations; and

» growth products and services.

REiSource

Gas .
L o Exploraion and Elechic Grovth Products
Gas Distribution 'l;r:gﬁgﬁgml Productlon Oparatlons and Servicas
& 3.2 pilien cListomsds & B 50 rlas of * B3sad pHmEd w + 428 000 N IAmary Ena ey

In nines alaleg pipedine 0 16 alslen Appeashie snd CURIMASTRIN g8 ne Eion
* 51,700 milew of - GTR Bof ot UEn gy narirem Indlera » Ciatrivdag
dlatrberion oipalinese uruda greund ga8 ¢ Proved gas * 3382 M o aoal garaEicn

atciraga rocss rag, o BES B gas-irad & TRy LISA - TRPD

Bcis praEion {are gy marksing




Strategy. NiSource is focused on becoming the premier energy company serving
customers throughout the energy-intensive corridor that extends from the supply areas in
the Gulf Coast through the consumption centers in the Midwest, Mid-Atlantic and
Northeast. This corridor is home to 30% of the nation’s population and 40% of its energy
consumption. NiSource believes natural gas will be the fuel of choice to meet the
corridor’s growing energy needs. The merger with Columbia furthers this strategy by
combining NiSource’s natural gas distribution assets in Indiana and New England with
Columbia’s natural gas distribution, storage and exploration and production assets in
Ohio, the Mid-Atlantic and Appalachia and Columbia’s interstate transmission assets.

Gas Distribution. NiSource has the nation’s second largest volume of gas sales, on
average over 2.3 billion cubic feet per day. Through its wholly-owned subsidiary,
Columbia Energy Group, NiSource




owns five distribution subsidiaries that provide natural gas under the Columbia Gas name
to nearly 2.1 million residential, commercial and industrial customers in Ohio,
Pennsylvania, Virginia, Kentucky and Maryland. NiSource also distributes natural gas to
approximately 751,000 customers in northern Indiana through three subsidiaries:
Northern Indiana Public Service Company, Kokomo Gas and Fuel Company and
Northern Indiana Fuel and Light Company, Inc. Additionally, NiSource’s subsidiaries,
‘Bay State Gas Company and Northern Utilities, Inc., distribute natural gas to more than
320,000 customers in the areas of Brockton, Lawrence and Springfield, Massachusetts,
Lewiston and Portland, Maine, and Portsmouth, New Hampshire.

Gas Transmission and Storage. NiSource’s subsidiaries, Columbia Gas Transmission
Corporation and Columbia Gulf Transmission Company, own and operate an interstate
pipeline network of approximately 16,250 miles extending from offshore in the Gulf of
Mexico to Lake Erie, New York and the eastern seaboard. Together, Columbia Gas
Transmission and Columbia Guif serve customers in 15 northeastern, mid-Atlantic,
midwestern and southern states and the District of Columbia. In addition, Columbia Gas
Transmission operates one of the nation’s largest underground natural gas storage
systems capable of storing approximately 670 billion cubic feet of natural gas.

Columbia Gas Transmission is also participating in the proposed 442-mile
Millennium Pipeline Project that has been submitted to the Federal Energy Regulatory
Commission for approval. As proposed, the project will have the capacity to transport
approximately 700 billion cubic feet of natural gas per day from the Lake Erie region to
eastern markets,

NiSource’s wholly-owned subsidiaries own and operate interstate pipelines
connecting northwest Indiana and Ohio as well as Massachusetts and Maine. In addition,
NiSource owns a 19% interest in a pipeline linking production areas in New Brunswick,
Canada to Maine, New Hampshire and Massachusetts.

Exploration and Production. NiSource also owns Columbia Energy Resources, Inc.,
an exploration and production subsidiary that explores for, develops, gathers and
produces natural gas and oil in Appalachia and Canada. As of December 31, 1999,
Columbia Energy Resources held interests in approximately 3.9 million net acres of gas
and oil leases and had proved gas reserves of nearly 966 billion cubic feet of natural gas
equivalent. Columbia Energy Resources owns and operates 8,188 wells as well as
6,069 miles of gathering facilities.

Electric Operations. NiSource generates and distributes electricity to the public
through its subsidiary Northern Indiana Public Service Company. Northern Indiana
provides electric service to approximately 426,000 customers in 30 counties in the
northern part of Indiana. Northern Indiana owns and operates four coal-fired electric
generating stations with a net capability of 3,179 megawatts, four gas fired combustion
turbine generating units with a net capability of 203 megawatts and two hydroelectric



generating plants with a net capability of 10 megawatts, for a total system net capability
of 3,392 megawatts. Northern Indiana is interconnected with five neighboring electric
utilities. During the year ended December 31, 1999, Northern Indiana generated 89.9%
and purchased 10.1% of its electric requirements.

Growth Products and Services. NiSource develops unregulated power projects
through its subsidiary, Primary Energy, Inc. Primary Energy works with industrial
customers in managing the engineering, construction, operation and maintenance of
“inside the fence” cogeneration plants that provide cost-effective, long-term sources of
energy for energy-intensive facilities.

NiSource provides non-regulated energy services through its wholly-owned
subsidiary Energy USA, Inc. Energy USA and its subsidiaries provide to customers in 22
states a variety of energy-related services, including gas marketing and asset management
services and underground utility locating and marking services. NiSource expanded its
gas marketing and trading operations with the April 1999 acquisition of TPC
Corporation, now renamed Energy USA-TPC Corp., a natural gas asset management
company. In addition, NiSource has invested in a number of distributed generation
technologies including fuel cells and microturbine ventures.
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NiSource is completing a fiber optics network for voice and data communication
along its pipeline rights-of-way between New York and Washington D.C.

Through its wholly-owned subsidiary, IWC Resources Corporation and its _
subsidiaries, NiSource supplies water to residential, commercial and industrial customers
and for fire protection service in Indianapolis, Indiana and surrounding areas.

Non-Core Divestitures. In connection with the Columbia merger, NiSource has sold
or is divesting certain businesses judged to be non-core to NiSource’s energy strategy.
Subsequent to the announcement of the Columbia acquisition, NiSource sold Market Hub
Partners, which owns and operates salt cavern gas storage facilities in Texas and
Louisiana, and Columbia completed the divestiture of its interest in the Cove Point LNG
facilities, its retail electric supply business and four qualifying facility power plants.
Columbia recently announced a definitive agreement for the sale of its electric generation
business, and NiSource announced a definitive agreement to sell its Miller Pipeline
subsidiary. After-tax proceeds from these asset sales are expected to total approximately
$640 million. NiSource is pursuing the sale of Columbia’s propane and petroleum
businesses and other smaller non-core businesses. As part of the SEC order approving the
Columbia merger, NiSource has been ordered to divest its water utility business by
November 2003,

NISOURCE FINANCE CORP,

NiSource Finance is a wholly-owned special purpose finance subsidiary of NiSource
that engages in financing activities to raise funds for the business operations of NiSource
and its subsidiaries. NiSource Finance’s obligations under the debt securities will be fully
and unconditionally guaranteed by NiSource.

NiSource Finance was incorporated in February 2000 under the laws of the State of
Indiana. Before the acquisition of Columbia Energy Group, NiSource conducted its
financing activities through NiSource Capital Markets, Inc., a first-tier subsidiary of
NiSource. We expect NiSource to conduct all future financing through NiSource Finance.
We currently intend to merge NiSource Capital Markets into NiSource Finance within the
next twelve months, subject to obtaining required consents and approvals.

USE OF PROCEEDS

Unless otherwise described in the applicable progpectus supplement, we will use the
net proceeds from the sale of securities offered by this prospectus and any applicable
prospectus supplement to repay short-term borrowings incurred in NiSource’s November
2000 acquisition of Columbia Energy Group.
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RATIOS OF EARNINGS TO FIXED CHARGES

NiSource’s corporate predecessors were NiSource Inc. (incorporated in Indiana) and
Columbia Energy Group. The following are ratios of eamings to fixed charges for each of
the periods indicated for each of the corporate predecessors, and for NiSource on a pro
forma basis for the fiscal year ended December 31, 1999 and the nine months and twelve
months ended September 30, 2000, accounting for the acquisition of Columbia Energy
Group as a purchase business combination and giving effect to the acquisition as if it had
occurred at the beginning of the periods presented:

Nine Twelv
Months © Moenth
Fiscal Year Ended December 31 Ended Endec
1995 1996 1997 1998 1999 September 30, 2000(1)
:e Inc,
na)
of
ags to
‘es 3.28 3.21 3,10 2.87 2.14 2.45 2.30
iia
Y
)
of
ags to
es N/A 2.78 3.20 3.81 4.03 3.52 4.03

e Pro 1.56 1.63 1.72



of
ags to

es

(1) Results for the twelve months and nine months ended September 30, 2000 are not
necessarily indicative of results for the fiscal year ending December 31, 2000.

For purposes of calculating the ratio of earnings to fixed charges, “earnings” consist
of income from continuing operations before income taxes plus fixed charges. “Fixed
charges” consist of interest on all indebtedness, amortization of debt expense, the portion
of rental expenses on operating leases deemed to be representative of the interest factor
and preferred stock dividend requirements of consolidated subsidiaries.
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DESCRIPTION OF CAPITAL STOCK
General

The authorized capital stock of NiSource consists of 420,000,000 shares, $0.01 par
value, of which 400,000,000 are common stock and 20,000,000 are preferred stock. The
board of directors has designated 4,000,000 shares of the preferred stock as Series A
Junior Participating Preferred Shares. These shares are reserved for issuance under
NiSource’s Shareholder Rights Plan. Each share of NiSource common stock includes one
preferred share purchase right. Each preferred share purchase right entitles its holder to
purchase one-hundredth (1/100) of a Series A Junior Participating Preferred Share at a
price of $60 per one-hundredth of a share, subject to adjustment. The preferred share
purchase rights will become exercisable if a person or group acquires 25% or more of the
voting power of NiSource or announces a tender or exchange offer following which the
person or group would hold 25% or more of NiSource’s voting power. If such an
acquisition were consummated, or if NiSource were acquired by the person or group in a
merger or other business combination, then each preferred share purchase right would be
exercisable for that number of shares of NiSource common stock or the acquiring
company’s common stock having a market value of two times the exercise price of the
preferred share purchase right. The preferred share purchase rights will also become
exercisable on or after the date on which the 25% threshold has been triggered, if
NiSource is acquired in a merger or other business combination in which NiSource is not
the survivor or in which NiSource is the survivor but its common stock is changed into or
exchanged for securities of another entity, cash or other property, or 50% or more of the
assets or earning power of NiSource and its subsidiaries is sold. At that time, each
preferred share purchase right will become exercisable for that number of shares of
common stock of the acquiring company having a market value of two times the exercise
price of the preferred share purchase right. The preferred share purchase rights will not be
exercisable in this instance if the person who acquired sufficient shares of stock to reach
the 25% threshold acquired its stock under an offer at a price and on terms which the
board of directors determines is fair to stockholders and that is in the best interests of
NiSource, provided that the per share price offered in the merger or other business
combination is not less than the price paid in the offer and the form of consideration
offered in the merger or other business combination is the same as that paid in the offer.
NiSource may redeem the preferred share purchase rights at a price of $.01 per right prior
to the occurrence of an event that causes the preferred share purchase rights to be
exercisable for shares of common stock. The preferred share purchase rights will expire
on March 12, 2010.

The certificate of incorporation of NiSource includes provisions that may have the
effect of deterring hostile takeovers or delaying or preventing changes in control of
management of NiSource, NiSource’s board of directors is classified into three classes of
directors with staggered three-year terms. The directors may be removed only for cause
by the affirmative vote of 80% of the combined voting power of all of the then-



outstanding shares of stock of NiSource voting together as a single class. Unless the
board of directors determines otherwise or except as otherwise required by law, vacancies
on the board or newly-~created directorships may be filled only by the affirmative vote of
directors then in office, even though less than a quorum. If the board of directors or
applicable Delaware law confers power on stockholders of NiSource to fill such a
vacancy or newly-created directorship, it may be filled only by affirmative vote of 80%
of the combined voting power of the outstanding shares of stock of NiSource entitled to
vote. Stockholders may not cumulate their votes, and stockholder action may be taken
only at a duly called meeting and not by written consent. The certificate of incorporation
also provides that special meetings of stockholders may be called only by a majority of
the total number of authorized directors. In addition, NiSource’s bylaws contain
requirements for advance notice of stockholder proposals and director nominations.
These and other provisions of the certificate of incorporation and bylaws and Delaware
law could discourage potential acquisition proposals and could delay or prevent a change
in control of management of NiSource.

NiSource is currently subject to the provisions of Section 203 of the Delaware
General Corporation Law regulating corporate takeovers. Section 203 prevents certain
Delaware corporations, including those whose securities are listed on a national securities
exchange, such as the New York Stock Exchange, from
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engaging, under certain circumstances, in a “business combination,” which includes a
merger or sale of more than 10% of the corporation’s assets, with any interested
stockholder for three years following the date that the stockholder became an interested
stockholder. An interested stockholder is a stockholder who acquired 15% or more of the
corporation’s outstanding voting stock without the prior approval of the corporation’s
board of directors.

The following summaries of provisions of our common stock and preferred stock are
not necessarily complete. You are urged to read carefully NiSource’s certificate of
incorporation and bylaws which are incorporated by reference as exhibits to the
registration statement of which this prospectus is a part.

Common Stock

NiSource common stock is lsted on the New York Stock Exchange, the Chicago
Stock Exchange and the Pacific Exchange, under the symbol “NI.” Common
stockholders may receive dividends if and when declared by the board of directors.
Dividends may be paid in cash, stock or other form. In certain cases, common
stockholders may not receive dividends until obligations to any preferred stockholders
have been satisfied. All common stock will be fully paid and non-assessable. Each share
of common stock is entitled to one vote in the election of directors and other matters.
Common stockholders are not entitled to preemptive rights or cumulative voting rights.
Common stockholders will be notified of any stockholders’ meeting according to
applicable law. If NiSource liquidates, dissolves or winds-up its business, either
voluntarily or involuntarily, common stockholders will share equally in the assets
remaining after creditors and preferred stockholders are paid.

Preferred Stock

The board of directors can, without approval of stockholders, issue one or more series
of preferred stock. The board can also determine the number of shares of each series and
the rights, preferences and limitations of each series, including any dividend rights,
voting rights, conversion rights, redemption rights and liquidation preferences, the
number of shares constituting each series and the terms and conditions of issue. In some
- cases, the issuance of preferred stock could delay a change in control of NiSource and
make it harder to remove incumbent management. Under certain circumstances, preferred
stock could also restrict dividend payments to holders of common stock. All preferred
stock will be fully paid and non-assessable.

The terms of the preferred stock that NiSource may offer will be established by or
pursuant to a resolution of the board of directors of NiSource and will be issued under
certificates of designation or through amendments to NiSource’s certificate of
incorporation. If NiSource offers to sell preferred stock, it will describe the specific terms
of the preferred stock in a supplement to this prospectus. NiSource will also indicate in



the supplement whether the general terms and provisions described in this prospectus
apply to the preferred stock that NiSource may offer,

The following terms of the preferred stock, as applicable, will be set forth in a
prospectus supplement relating to the preferred stock:
« the title and stated value;
» the number of shares NiSource is offering;
» the liquidation preference per share;
» the purchase price;
» the dividend rate, period and payment date, and method of calculation of dividends;

» whether dividends will be cumulative or non-cumulative and, if cumulative, the date
from which dividends will accumulate;

» the procedures for any auction and remarketing, if any;
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» the provisions for a sinking fund, if any;

» the provisions for redemption or repurchase, if applicable, and any restrictions on
NiSource’s ability to exercise those redemption and repurchase rights;

» any listing of the preferred stock on any securities exchange or market;

» voting rights, if any;

* preemptive rights, if any;

» restrictions on transfer, sale or other assignment, if any;

* whether interests in the preferred stock will be represented by depositary shares;

* a discussion of any material or special United States federal income tax
considerations applicable to the preferred stock;

« the relative ranking and preferences of the preferred stock as to dividend or
liquidation rights;

« any limitations on issuance of any class or series of preferred stock ranking senior to
or on a parity with the series of preferred stock as to dividend or liquidation
rights; and

» any other material specific terms, preferences, rights or limitations of, or restrictions
on, the preferred stock.

The terms, if any, on which the preferred stock may be exchanged for or converted
into shares of common stock or any other security and, if applicable, the conversion or
exchange price, or how it will be calculated, and the conversion or exchange period will

be set forth in the applicable prospectus supplement.

The preferred stock or any series of preferred stock may be represented, in whole or
in part, by one or more global certificates, which will have an aggregate liquidation
preference equal to that of the preferred stock represented by the global certificate.

Each global certificate will:

* be registered in the name of a depositary or a nominee of the depositary identified in
the prospectus supplement;



* be deposited with such depositary or nominee or a custodian for the depositary; and

» bear a legend regarding the restrictions on exchanges and registration of transfer and
any other matters as may be provided for under the certificate of designation.
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DESCRIPTION OF THE DEBT SECURITIES

NiSource Finance may issue the debt securities, in one or more series, from time to
time under an Indenture, dated as of November 14, 2000, among NiSource Finance,
NiSource, as guarantor, and The Chase Manhattan Bank, as trustee. The Chase
Manhattan Bank, as trustee under the Indenture, will act as indenture trustee for the
purposes of the Trust Indenture Act. We have filed a copy of the Indenture as an exhibit
to the registration statement of which this prospectus forms a part.

This section briefly summarizes some of the terms of the debt securities and the
Indenture. This section does not contain a complete description of the debt securities or
the Indenture. The description of the debt securities is qualified in its entirety by the
provisions of the Indenture. References to section numbers in this description of the debt
securities, unless otherwise indicated, are references to section numbers of the Indenture.

General

The Indenture does not limit the amount of debt securities that may be issued. The
Indenture provides for the issuance of debt securities from fime to time in one or more
series. The terms of each series of debt securities may be established in a supplemental
indenture or in resolutions of NiSource Finance’s Board of Directors or a committee of
the board.

The debt securities:

» are direct senior unsecured obligations of NiSource Finance;

» are equal in right of payment to any other senior unsecured obligations of NiSource
Finance; and

» are guaranteed on a senior unsecured basis by NiSource.

NiSource Finance is a special purpose financing subsidiary formed solely as a
financing vehicle for NiSource and its subsidiaries. Therefore, the ability of NiSource
Finance to pay its obligations under the debt securities is dependent upon the receipt by it
of payments from NiSource. If NiSource were not to make such payments for any reason,
the holders of the debt securities would have fo rely on the enforcement of NiSource’s
guarantee described below.

If NiSource Finance uses this prospectus to offer debt securities, an accompanying
prospectus supplement will describe the following terms of the debt securities being
offered, to the extent applicable:



* the title;
» any limit on the aggregate principal amount;
s the date or dates on which NiSource Finance will pay principal,;

« the right, if any, to extend the date or dates on which NiSource Finance will pay
principal;

» the interest rates or the method of determining them and the date interest begins to
accrue;

» the interest payment dates and the regular record dates for any interest payment dates;

« the right, if any, to extend the interest payment periods and the duration of any
extension;

« the place or places where NiSource Finance will pay principal and interest;

» the terms and conditions of any optional redemption, including the date after which,
and the price or prices at which, NiSource Finance may redeem securities;

« the terms and conditions of any optional purchase or repayment, including the date
after which, and the price or prices at which, holders may require NiSource Finance
to purchase, or a third party may require holders to sell, securities;
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» the terms and conditions of any mandatory or optional sinking fund redemption,
including the date after which, and the price or prices at which, NiSource Finance
may redeem securities;

» whether bearer securities will be issued;

+ the denominations in which NiSource Finance will issue securities;

* the currency or currencies in which NiSource Finance will pay principal and interest;
* any index or indices used to determine the amount of payments;

» the portion of principal payable on declaration of acceleration of maturity;

« any additional events of default or covenants of NiSource Finance or NiSource
applicable to the debt securities;

* whether NiSource Finance will pay additional amounts in respect of taxes and similar
charges on debt securities held by a United States alien and whether NiSource
Finance may redeem those debt securities rather than pay additional amounts;

« whether NiSource Finance will issue the debt securities in whole or in part in global
form and, in such case, the depositary for such global securities and the
circumstances under which beneficial owners of interests in the global security may
exchange such interest for securities;

« the date or dates after which holders may convert the securities into shares of
NiSource common stock or preferred stock and the terms for that conversion; and

* any other terms of the securities.

The Indenture does not give holders of debt securities protection in the event of a
highly leveraged transaction or other transaction involving NiSource Finance or
NiSource. The Indenture also does not limit the ability of NiSource Finance or NiSource
to incur indebtedness or to declare or pay dividends on its capital stock.

Guarantee of NiSource

NiSource will fully and unconditionally guarantee to each holder of debt securities
and to the indenture trustee and its successors all the obligations of NiSource Finance
under the debt securities, including the due and punctual payment of the principal of, and
premium, if any, and interest, if any, on the debt securities. The guarantee applies
whether the payment is due at maturity, on an interest payment date or as a result of



acceleration, redemption or otherwise. The guarantee includes payment of interest on the
overdue principal of and interest, if any, on the debt securities (if lawful) and all other
obligations of NiSource Finance under the Indenture. The guarantee will remain valid
even if the Indenture is found to be invalid. NiSource is obligated under the guarantee to
pay any guaranteed amount immediately after NiSource Finance’s failure to do so.

NiSource is a holding company with no independent business operations or source of
income of its own. It conducts substantially all of its operations through its subsidiaries
and, as a result, NiSource depends on the earnings and cash flow of, and dividends or
distributions from, its subsidiaries to provide the funds necessary to meet its debt and
contractual obligations. A substantial portion of NiSource’s consolidated assets, earnings
and cash flow is derived from the operation of its regulated utility subsidiaries, whose
legal authority to pay dividends or make other distributions to NiSource is subject to
regulation. Northern Indiana Public Service Company’s debt indenture also provides that
Northemn Indiana will not declare or pay any dividends on its common stock owned by
NiSource except out of earned surplus or net profits. Furthermore, as long as any shares
of Northern Indiana’s cumulative preferred stock are outstanding, Northern Indiana may
not declare or pay cash dividends on its common shares in excess of 75% of its net
income, provided that Northern Indiana may declare and pay cash dividends if the sum of
(1) Northern Indiana’s capital applicable to stock junior to the cumulative preferred stock
plus (2) the surplus, after giving effect to such dividends, is at least 25% of the sum of
(a) all of Northern Indiana’s
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obligations under any outstanding bonds, notes, debentures or other securities plus

{b) Northern Indiana’s total capital and surplus. Future dividends will depend upon
adequate retained earnings, adequate future earnings and the absence of adverse
developments. In addition, NiSource is registered as a holding company under the Public
Utility Holding Company Act of 1935. As a result, the corporate and financial activities
of NiSource and each of its subsidiaries (including their ability to pay dividends to
NiSource) are subject to regulation by the SEC.

NiSource’s holding company status also means that its right to participate in any
distribution of the assets of any of its subsidiaries upon liguidation, reorganization or
otherwise is subject to the prior claims of the creditors of each of the subsidiaries (except
to the extent that the claims of NiSource itself as a creditor of a subsidiary may be
recognized). Since this is true for NiSource, it is also true for the creditors of NiSource
(including the holders of the debt securities).

Conversion Rights

The terms, if any, on which a series of debt securities may be exchanged for or
converted into shares of common stock or preferred stock of NiSource will be set forth in
the applicable prospectus supplement.

Denomination, Registration and Transfer

NiSource Finance may issue the debt securities as registered securities in certificated
form or as global securities as described under the heading “Book-Entry Issuance.”
Unless otherwise specified in the applicable prospectus supplement, NiSource Finance
will issue registered debt securities in denominations of $1,000 or integral multiples of
$1,000. (See Section 302.)

If NiSource Finance issues the debt securities as registered securities, NiSource
Finance will keep at one of its offices or agencies a register in which it will provide for
the registration and transfer of the debt securities. NiSource Finance will appoint that
office or agency the security registrar for the purpose of registering and transferring the
debt securities.

The holder of any registered debt security may exchange the debt security for
registered debt securities of the same series having the same stated maturity date and
original issue date, in any authorized denominations, in like tenor and in the same
aggregate principal amount. The holder may exchange those debt securities by
surrendering them in a place of payment maintained for this purpose at the office or
agency NiSource Finance has appointed securities registrar. Holders may present the debt
securities for exchange or registration of transfer, duly endorsed or accompanied by a
duly executed written instrument of transfer satisfactory to NiSource Finance and the



securities registrar. No service charge will apply to any exchange or registration of
transfer, but NiSource Finance may require payment of any taxes and other governmental
charges as described in the Indenture. (See Section 305.)

If debt securities of any series are redeemed, NiSource Finance will not be required to
issue, register transfer of or exchange any debt securities of that series during the
15 business day period immediately preceding the day the relevant notice of redemption
is given. That notice will identify the serial numbers of the debt securities being
redeemed. After notice is given, NiSource Finance will not be required to issue, register
the transfer of or exchange any debt securities that have been selected to be either
partially or fully redeemed, except the unredeemed portion of any debt security being
partially redeemed. (See Section 305.)

Payment and Paying Agents

Unless otherwise indicated in the applicable prospectus supplement, on each interest
payment date, NiSource Finance will pay interest on each debt security to the person in
whose name that debt security is registered as of the close of business on the record date

relating to that interest payment date. If NiSource
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Finance defaults in the payment of interest on any debt security, it may pay that defaulted
interest to the registered owner of that debt security:

» as of the close of business on a date that the indenture trustee selects, which may not
be more than 15 days or less than 10 days before the date NiSource Finance proposes
to pay the defaulted interest, or

* in any other lawful manner that does not violate the requirements of any securities
exchange on which that debt security is listed and that the indenture trustee believes
is acceptable.

(See Section 307.)

Unless otherwise indicated in the applicable prospectus supplement, NiSource
Finance will pay the principal of and any premium or interest on the debt securities when
they are presented at the office of the indenture trustee, as paying agent. NiSource
Finance may change the place of payment on the debt securities, appoint one or more
additional paying agents, and remove any paying agent.

Redemption
The applicable prospectus supplement will contain the specific terms on which
NiSource Finance may redeem a series of debt securities prior to its stated maturity.
NiSource Finance will send a notice of redemption to holders at least 30 days but not
more than 60 days prior to the redemption date. The notice will state:
* the redemption date;
* the redemption price;
« if less than all of the debt securities of the series are being redeemed, the particular
debt securities to be redeemed (and the principal amounts, in the case of a partial

redemption);

* that on the redemption date, the redemption price will become due and payable and
any applicable interest will cease to accrue on and after that date;

» the place or places of payment; and
» whether the redemption is for a sinking fund.

(See Section 1104.)



On or before any redemption date, NiSource Finance will deposit an amount of
money with the indenture trustee or with a paying agent sufficient to pay the redemption
price. (See Section 1105.)

If NiSource Finance is redeeming less than all the debt securities, the indenture
trustee will select the debt securities to be redeemed using a method it considers fair and
appropriate. After the redemption date, holders of redeemed debt securities will have no
rights with respect to the debt securities except the right to receive the redemption price
and any unpaid interest {o the redemption date. (See Section 1103.)

Consolidation, Merger, Conveyance, Transfer or Lease
Neither NiSource Finance nor NiSource shall consolidate or merge with any other

corporation or convey, transfer or lease substantiaily all of its assets or properties to any
entity uniess:

» that corporation or entity is organized under the laws of the United States or any state
thereof;

» that corporation or entity assumes NiSource Finance’s or NiSource’s obligations, as
applicable, under the Indenture;
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« after giving effect to the transaction, NiSource Finance and NiSource are not in
default under the Indenture; and

» NiSource Finance or NiSource, as applicable, delivers o the indenture trustee an
officer’s certificate and an opinion of counsel to the effect that the transaction
complies with the Indenture.

(See Section 801.)

The Indenture does not give holders of the debt securities protection in the event of a
highly leveraged transaction or other transaction involving NiSource Finance or
NiSource. The Indenture also does not limit the ability of NiSource Finance to incur
indebtedness or to declare or pay dividends on its capital stock.

Limitation on Liens

As long as any debt securities remain outstanding, neither NiSource Finance,
NiSource nor any subsidiary of NiSource other than a utility may issue, assume or
guarantee any debt secured by any mortgage, security interest, pledge, lien or other
encumbrance on any property owned by NiSource Finance, NiSource or that subsidiary,
except intercompany indebtedness, without also securing the debt securities equally and
ratably with (or prior to) the new debt, unless the total amount of all of the secured debt
would not exceed 10% of the consolidated net tangible assets of NiSource and its
subsidiaries (other than utilities).

In addition, the lien limitations do not apply to NiSource Finance’s, NiSource’s and
any subsidiary’s ability to do the following:
» create mortgages on any property and on certain improvements and accessions on
such property acquired, constructed or improved after the date of the Indenture;
» assume existing mortgages on any property or indebtedness of an entity which is
merged with or into, or consolidated with NiSource Finance, NiSource and any
subsidiary;

» assume existing mortgages on any property or indebtedness of an entity existing at
the time it becomes a subsidiary;

« create mortgages to secure debt of a subsidiary to NiSource or to another subsidiary;

» create mortgages in favor of governmental entities to secure payment under a confract
or statute or mortgages to secure the financing of constructing or improving property,



including mortgages for pollution control or industrial revenue bonds;

» create mortgages to secure debt of NiSource or its subsidiaries maturing within
12 months and created in the ordinary course of business;

» create mortgages to secure the cost of exploration, drilling or development of natural
gas, oil or other mineral property;

» to continue mortgages existing on the date of the Indenture; and

» create mortgages to extend, renew or replace indebtedness secured by any mortgage
referred to above provided that the principal amount of indebtedness and the property
securing the indebtedness shall not exceed the amount secured by the mortgage being
extended, renewed or replaced.

(See Section 1008.)
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Events of Default

The Indenture provides, with respect to any outstanding series of debt securities, that
any of the following events constitutes an “Event of Default™:

» NiSource Finance defaults in the payment of any interest upon any debt security of
that series that becomes due and payable and the default continues for 60 days;

« NiSource Finance defaults in the payment of principal of or any premium on any debt
security of that series when due at its maturity, on redemption, by declaration or
otherwise and the default continues for three business days;

» NiSource Finance defaults in the deposit of any sinking fund payment when due and
the default continues for three business days;

* NiSource Finance or NiSource defaults in the performance of or breaches any
covenant or warranty in the Indenture for 90 days after written notice to NiSource
Finance and NiSource from the indenture trustee or to NiSource Finance, NiSource
and the indenture trustee from the holders of at least 33% of the outstanding debt
securities of that series;

» NiSource Finance or NiSource Capital Markets defaults under any bond, debenture,
note or other evidence of indebtedness for money borrowed by NiSource Finance or
NiSource Capital Markets, or NiSource Finance or NiSource Capital Markets defaults
under any mortgage, indenture or instrument under which there may be issued,
secured or evidenced indebtedness constituting a failure to pay in excess of
$50,000,000 of the principal or interest when due and payable, and in the event such
debt has become due as the result of an acceleration, such acceleration is not
rescinded or annulled or such debt is not paid within 60 days after written notice to
NiSource Finance and NiSource from the indenture trustee or to NiSource Finance,
NiSource and the indenture trustee from the holders of at least 33% of the outstanding
debt securities of that series;

» the NiSource guarantee ceases 1o be in full force and effect in any material respect or
is disaffirmed or denied (other than according to its terms), or is found to be
unenforceable or invalid; or

« certain events of bankruptcy, insolvency or reorganization of NiSource Finance,
NiSource Capital Markets or NiSource.

(See Section 501.)



If an Event of Default occurs with respect to debt securities of a particular series, the
indenture trustee or the holders of 33% in principal amount of the outstanding debt
securities of that series may declare the debt securities of that series due and payable
immediately. (See Section 502.)

The holders of a majority in principal amount of the outstanding debt securities of a
particular series will have the right to direct the time, method and place of conducting any
proceeding for any remedy available to the indenture trustee under the Indenture, or
exercising any trust or power conferred on the indenture trustee with respect to the debt
securities of that series. The indenture trustee may refuse to follow directions that are in
conflict with law or the Indenture, that expose the indenture trustee to personal liability or
that are unduly prejudicial to other holders. The indenture trustee may take any other
action it deems proper that is not inconsistent with those directions. (See Section 512.)

The holders of a majority in principal amount of the outstanding debt securities of any

series may waive any past default under the Indenture and its consequences, except a
defanit:

« in respect of a payment of principal of, or premium, if any, or interest on any debt
security; or _

« in respect of a covenant or provision that cannot be modified or amended without the
consent of the holder of each affected debt security.

(See Section 513.)
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At any time after the holders of the debt securities of a series declare that the debt
securities of that series are due and immediately payable, a majority in principal amount
of the outstanding holders of debt securities of that series may rescind and cancel the
declaration and its consequences: (1) before the indenture trustee has obtained a judgment
or decree for money, (2) if all defaults (other than the non-payment of principal which
have become due solely by the declaration) have been waived or cured, and (3) NiSource
or NiSource Finance has paid or deposited with the indenture trustee an amount sufficient
10 pay:

« all overdue interest on the debt securities of that series;

s the principal of, and premium, if any, or interest on any debt securities of that series
which are due other than by the declaration;

« interest on overdue interest (if lawful); and

« sums paid or advanced by and amounts due the indenture trustee under the Indenture.

(See Section 502.)
Moedification of Indenture

NiSource Finance, NiSource and the indenture trustee may modify or amend the
Indenture, without the consent of the holders of any debt securities, for any of the
following purposes:

« to evidence the succession of another person as obligor under the Indenture;

« to add to NiSource Finance’s or NiSource’s covenants or to surrender any right or
power conferred on NiSource Finance or NiSource under the Indenture;

* to add events of default;

* to add or change any provisions of the Indenture to provide that bearer securities may
be registrable as to principal, to change or eliminate any restrictions on the payment
of principal or premium on registered securities or of principal or premium or any
interest on bearer securities, to permit registered securities to be exchanged for bearer
securities or to permit the issuance of securities in uncertificated form (so long as the
modification or amendment does not materially adversely affect the interest of the
holders of debt securities of any series);

* to change or eliminate any provisions of the Indenture (so long as there are no



outstanding debt securities entitled to the benefit of the provision);

* to secure the debt securities;

» to establish the form or terms of debt securities of any series;

» t0 evidence or provide for the acceptance or appointment by a successor indenture
trustee or facilitate the administration of the trusts under the Indenture by more than
one indenture trustee;

* to cure any ambiguity, defect or inconsistency in the Indenture (so long as the cure or
modification does not materially adversely affect the interest of the holders of debt

securities of any series);

« to effect assumption by NiSource or one of its subsidiaries of NiSource Finance’s
obligations under the Indenture; or

» to conform the Indenture to any amendment of the Trust Indenture Act.
(See Section 901.)
The Indenture prévides that we and the indenture trustee may amend the Indenture or

the debt securities with the consent of the holders of a majority in principal amount of the
then outstanding debt securities of each series affected by the amendment voting as one

class. However, without the consent of
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each holder of any outstanding debt securities affected, an amendment or modification
may not, among other things:

» change the stated maturity of the principal or interest on any debt security;

« reduce the principal amount of, rate of interest on, or premium payable upon the
redemption of, any debt security; '

« change the method of calculating the rate of interest on any debt security;

» change any obligation of NiSource Finance to pay additional amounts in respect of
any debt security;

« reduce the principal amount of a discount security that would be payable upon
acceleration of its maturity;

« change the place or currency of payment of principal of, or any premium or interest
on, any debt security;

» impair a holder’s right to institute suit for the enforcement of any payment after the
stated maturity or after any redemption date or repayment date;

« reduce the percentage of holders of debt securities necessary to modify or amend the
Indenture or to consent to any waiver under the Indenture;

« change any obligation of NiSource Finance to maintain an office or agency in each
place of payment or to maintain an office or agency outside the United States;

« modify the obligations of NiSource under its guarantee in any way adverse to the
interests of the holders of the debt securities; and

» modify these requirements or reduce the percentage of holders of debt securities
necessary to waive any past default of certain covenants.

(See Section 902.)
Satisfaction and Discharge
Under the Indenture, NiSource Finance can terminate its obligations with respect to

debt securities of any series not previously delivered to the indenture trustee for
cancellation when those debt securities:

* have become due and payable;



* will become due and payable at their stated maturity within one year; or

« are to be called for redemption within one year under arrangements satisfactory to the
indenture trustee for giving notice of redemption.

NiSource Finance may terminate its obligations with respect to the debt securities of
that series by depositing with the indenture trustee, as trust funds in trust dedicated solely
for that purpose, an amount sufficient to pay and discharge the entire indebtedness on the
debt securities of that series. In that case, the Indenture will cease to be of further effect
and NiSource Finance’s obligations will be satisfied and discharged with respect to that
series (except as to NiSource Finance’s obligations to pay all other amounts due under
the Indenture and to provide certain officers’ certificates and opinions of counsel to the
indenture trustee). At the expense of NiSource Finance, the indenture trustee will execute
proper instruments acknowledging the satisfaction and discharge. (See Section 401.)
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Book-Entry Issuance

Unless otherwise specified in the applicable prospectus supplement, NiSource
Finance will issue any debt securities offered under this prospectus as “global securities.”
We will describe the specific terms for issuing any debt security as a global security in
the prospectus supplement relating to that debt security.

Unless otherwise specified in the applicable prospectus supplement, The Depository
Trust Company, or DTC, will act as the depositary for any global securities. NiSource
Finance will issue global securities as fully registered securities registered in the name of
DTC’s nominee, Cede & Co. NiSource Finance will issue one or more fully registered
global securities for each issue of debt securities, each in the aggregate principal or stated
amount of such issue, and will deposit the global securities with DTC.,

DTC is a limited-purpose trust company organized under the New York Banking
Law, a “banking organization” within the meaning of the New York Banking Law, a
member of the Federal Reserve System, a “clearing corporation” within the meaning of
the New York Uniform Commercial Code, and a “clearing agency” registered under the
provisions of Section 17A of the Securities Exchange Act. DTC holds securities that its
participants deposit with DTC. DTC also facilitates the settlement among participants of
securities transactions, such as transfers and pledges, in deposited securities through
electronic computerized book-entry changes in participants’ accounts, thereby
eliminating the need for physical movement of securities certificates. DTC’s direct
participants include securities brokers and dealers, banks, trust companies, clearing
corporations and certain other organizations. DTC is owned by a number of its direct
participants and by the New York Stock Exchange, Inc., the American Stock Exchange,
Inc. and the National Association of Securities Dealers, Inc. Access to DTC’s book-entry
system is also available to others, such as securities brokers and dealers, banks and trust
companies, that clear through or maintain a custodial relationship with a direct
participant. The rules applicable to DTC and its participants are on file with the SEC.

Purchases of securities under DTC’s system must be made by or through a direct
participant, which will receive a credit for such securities on DTC’s records. The
ownership interest of each actual purchaser of each security — the beneficial owner — is
in turn recorded on the records of direct and indirect participants. Beneficial owners will
not receive written confirmation from DTC of their purchases, but they should receive
written confirmations providing details of the transactions, as well as periodic statements
of their holdings, from the participants through which they entered into the transactions.
Transfers of ownership interest in the securities are accomplished by entries made on the
books of participants acting on behalf of beneficial owners. Beneficial owners will not
receive certificates representing their securities, except in the event that use of the book-
entry system for the securities is discontinued.



To facilitate subsequent transfers, all global securities that are deposited with, or on
behalf of, DTC are registered in the name of DTC’s nominee, Cede & Co. The deposit of
global securities with, or on behalf of, DTC and their registration in the name of
Cede & Co. effect no change in beneficial ownership. DTC has no knowledge of the
actual beneficial owners of the securities; DTC’s records reflect only the identity of the
direct participants to whose accounts such securities are credited, which may or may not
be the beneficial owners. The participants will remain responsible for keeping account of
their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to direct participants, by
direct participants to indirect participants and by direct and indirect participants to
beneficial owners will be governed by arrangements among them, subject to any statutory
or regulatory requirements as may be in effect from time fo time.

Neither DTC nor Cede & Co. will consent or vote with respect to the global
securities. Under its usual procedures, DTC will mail an omnibus proxy to NiSource
Finance as soon as possible after the applicable record date. The omnibus proxy assigns
Cede & Co.’s consenting or voting rights to those direct participants to whose accounts
the securities are credited on the applicable record date (identified in a listing attached to
the omnibus proxy).
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Redemption proceeds, principal payments and any premium, interest or other
payments on the global securities will be made to Cede & Co., as nominee of DTC,
DTC’s practice is to credit direct participants’ accounts on the applicable payment date in
accordance with their respective holdings shown on DTC’s records, unless DTC has
reason to believe that it will not receive payment on that date. Payments by participants to
beneficial owners will be governed by standing instructions and customary practices, as
is the case with securities held for the accounts of customers in bearer form or registered
in “street name,” and will be the responsibility of the participant and not of DTC,
NiSource Finance, NiSource or the indenture trustee, subject to any statutory or
regulatory requirements in effect at the time. Payment of redemption payments, principal
and any premium, interest or other payments to DTC is the responsibility of NiSource
Finance and the applicable paying agent, disbursement of payments to direct participants
will be the responsibility of DTC, and disbursement of payments to the beneficial owners
will be the responsibility of direct and indirect participants.

If applicable, redemption notices will be sent to Cede & Co. If less than all of the debt
securities of like tenor and terms are being redeemed, DTC’s practice is to determine by
lot the amount of the interest of each direct participant in such issue to be redeemed.

A beneficial owner electing to have its interest in a global security repaid by
NiSource Finance will give any required notice through its participant and will effect
delivery of its interest by causing the direct participant to transfer the participant’s
interest in the global securities on DTC’s records to the appropriate party. The
requirement for physical delivery in connection with a demand for repayment will be
deemed satisfied when the ownership rights in the global securities are transferred on
DTC’s records.

DTC may discontinue providing its services as securities depositary with respect to
the global securities at any time by giving reasonable notice to NiSource Finance or the
indenture trustee. Under such circumstances, in the event that a successor securities
depositary is not obtained, certificates for the securities are required to be printed and
delivered.

NiSource Finance may decide to discontinue use of the system of book-entry transfers
through DTC (or a successor securities depositary). In that event, certificates for the
securities will be printed and delivered.

We have provided the foregoing information with respect to DTC to the financial
community for information purposes only. We do not intend the information to serve as a
representation, warranty or contract modification of any kind. We have received the
information in this section concerning DTC and DTC’s system from sources that we
believe to be reliable, but we take no responsibility for the accuracy of this information.

Governing Law



The Indenture and the debt securities are governed by the internal laws of the State of
New York.

Information Concerning the Indenture Trustee

Prior to default, the indenture trustee will perform only those duties specifically set
forth in the Indenture. After default, the indenture trustee will exercise the same degree of
care as a prudent individual would exercise in the conduct of his or her own affairs. The
indenture trustee is under no obligation to exercise any ofthe powers vested in it by the
Indenture at the request of any holder of debt securities unless the holder offers the
indenture trustee reasonable indemnity against the costs, expenses and liability that the
indenture trustee might incur in exercising those powers. The indenture trustee is not
required to expend or risk its own funds or otherwise incur personal fihancial liability in
the performance of its duties if it reasonably believes that it may not receive repayment or
adequate indemnity. (See Section 601.)

The indenture trustee, The Chase Manhattan Bank, is also the indenture trustee for
NiSource Capital Markets’ senior and subordinated debt indentures and the indenture
governing the debenture portion of NiSource’s Stock Appreciation Income Linked
Securities (“SAILS™). The Chase Manhattan Bank is the property trustee, and Chase
Manhattan Bank Delaware is the Delaware trustee, for the preferred securities
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included in NiSource’s Premium Income Equity Securities (“PIES®™”), The Chase
Manhattan Bank is the purchase contract agent and collateral agent for the NiSource
PIES and SAILS. The Chase Manhattan Bank also lends to Columbia Energy Group and
extends a letter of credit facility to NiSource Capital Markets. ChaseMellon Shareholder
Services, L.L.C., an affiliate of The Chase Manhattan Bank, is the transfer agent and
registrar for the common stock, the rights agent for NiSource’s preferred stock purchase
rights and the exchange agent for the merger in connection with NiSource’s acquisition
of Columbia.

PLAN OF DISTRIBUTION

We may sell the securities to or through underwriters, through dealers or agents,
directly to you or through a combination of these methods. The prospectus supplement
with respect to any offering of securities will describe the specific terms of the securities
being offered, including:

» the name or names of any underwriters, dealers or agents;

» the purchase price of the securities and the proceeds to NiSource or NiSource Finance
from the sale;

« any underwriting discounts and commissions or agency fees and other items
constituting underwriters’ or agents’ compensation;

» any initial public offering price;
« any discounts or concessions allowed or reallowed or paid to dealers; and
» any securities exchange on which the offered securities may be listed.

Through Underwriters. If we use underwriters in the sale of the securities, the
underwriters will acquire the offered securities for their own account. We will execute an
underwriting agreement with an underwriter or underwriters once an agreement for sale
of the securities is reached. The underwriters may resell the offered securities in one or
more transactions, including negotiated transactions, at a fixed public offering price or at
varying prices determined at the time of sale. The underwriters may sell the offered
securities directly or through underwriting syndicates represented by managing
underwriters. Unless otherwise stated in the prospectus supplement relating to offered
securities, the obligations of the underwriters to purchase those offered securities will be
subject to certain conditions, and the underwriters will be obligated to purchase all of
those offered securities if they purchase any of them.



Through Dealers. If we use a dealer to sell the securities, we will sell the offered
securities to the dealer as principal. The dealer may then resell those offered securities at
varying prices determined at the time of resale. Any initial public offering price and any
discounts or concessions allowed or reallowed or paid to dealers may be changed from
time to time.

Through Agents. If we use agents in the sale of securities, we may designate one or
more agents to sell offered securities. Unless otherwise stated in a prospectus supplement,
the agents will agree to use their best efforts to solicit purchases for the period of their
appointment.

Directly to Purchasers. We may sell the offered securities directly to one or more
purchasers. In this case, no underwriters, dealers or agents would be involved. We will
describe the terms of our direct sales in our prospectus supplement.

General Information. A prospectus supplement will state the name of any
underwriter, dealer or agent and the amount of any compensation, underwriting discounts
or concessions paid, allowed or reallowed to them. A prospectus supplement will also
state the proceeds to us from the sale of offered securities, any initial public offering price
and other terms of the offering of those offered securities.

Our agents, underwriters and dealers, or their affiliates, may be customers of, engage
in transactions with or perform services for us in the ordinary course of business.
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We may authorize agents, underwriters or dealers to solicit offers by certain
institutions to purchase offered securities from us at the public offering price and on
terms described in the related prospectus supplement pursuant to delayed delivery
contracts providing for payment and delivery on a specified date in the future. If we use
delayed delivery contracts, we will disclose that we are using them in our prospectus
supplement and will tell you when we will demand payment and delivery of the
securities. The delayed delivery contracts will be subject only to the conditions we set
forth in our prospectus supplement.

We may enter into agreenients to indemnify agents, underwriters and dealers against
certain civil liabilities, including liabilities under the Securities Act of 1933.

LEGAL OPINIONS

Schiff Hardin & Waite, Chicago, Illinois, will pass upon the validity of the securities
offered by this prospectus for us. The opinions with respect to the securities may be
subject to assumptions regarding future action to be taken by us and the trustee, if
applicable, in connection with the issuance and sale of the securities, the specific terms of
the securities and other matters that may affect the validity of securities but that cannot be
ascertained on the date of those opinions. Peter V. Fazio, Jr., a partner of the firm who
also serves as general counsel of NiSource, holds approximately 11,400 shares of
NiSource common stock.

EXPERTS

The consolidated financial statements and schedules of NiSource Inc. (incorporated in
Indiana) and the consolidated financial statements of Columbia Energy Group
incorporated by reference herein have been audited by Arthur Andersen LLP,
independent public accountants, as indicated in their reports with respect thereto, and are
incorporated by reference herein in reliance upon the authority of said firm as experts in
giving said reports.
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Prospectus Supplement

to Prospectus dated November 20, 2000

NiSource Finance Corp.

Unconditionally Guaranteed
by NiSource Inc.
$345,000,000
6.15% Notes due 2013

Deutsche Bank Securities

February 13, 2003
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Attachment K
Stock Issued

2004 2005 2006
Options Exercised 817,017 1,897,206 1,007,415
Weighted Average Option Price $18.88 $20.32 $21.11

Vaiue of Exercised Options $15,425,281 $38,551,226 $21,266,531







2007-00008 AG Set 1 — 096 Attachment L
NiSource SAILS mature

Company successfully remarkets debentures

MERRILLVILLE, Ind. - NiSource Inc. (NYSE: Ni) has successfully remarketed approximately
$80.6 million of the senior debentures included in its Stock Appreciation Income Linked Securities
(SAILS)* in anticipation of the settlement on Nov. 1, 2004, of the forward equity agreements
included in the SAILS. NiSource originally issued the SAILS in connection with the November
2000 merger with Columbia Energy Group.

NiSource will issue approximately 6.8 million shares of common stock on Nov. 1, 2004, as a
result of the settlement of the forward equity agreements included in the SAILS. The 30-day
average market price of $21.1967 was used to determine the settlement rate of 0.1227 shares of
NiSource common siock per SAILS unit. Only full shares of common stock will be issued, and
fractional shares will be settled in cash using the value determined above.

NiSource will receive $144.4 million in satisfaction of the SAILS holders’ obligation under the
forward equity agreements and will use the proceeds to pay down short-term borrowings.

As a result of the remarketing, the interest rate on the underlying debentures, due Nov. 1, 2008,

has been reset to 3.628 percent. A copy of the prospectus relating to the remarketed debentures
may be obtained from Credit Suisse First Boston, Prospectus Department, 11 Madison Ave., New
York, N.Y., 10010-3629 (telephone number 212-325-2580).

A registration statement relating to the remarketed debentures was declared effective by the
Securities and Exchange Commission. This press release shall not constitute an offer to sell or
the solicitation of an offer to buy, nor shall there be any sale of these securities in any state or
jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or
qualification under the securities laws of any such state or jurisdiction.

*SAILS{SM)" and "Stock Appreciation Income Linked Securities{(SM)" are service marks of
Credit Suisse First Boston LLC.

About NiSource

NiSource Inc. (NYSE: NI}, based in Merrillville, Ind., is 2 Fortune 500 holding company engaged
in natural gas transmission, storage and distribution, as well as electric generation, transmission
and distribution, NiSource operating companies deliver energy to 3.7 million customers located
within the high-demand energy corridor stretching from the Guif Coast through the Midwest to
New England. Information about NiSource and its subsidiaries is available via the Internet at
wWww.nisource.com.

Forward-Looking Statements

This release includes forward-looking statements within the meaning of Section 27A of
the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act
of 1934, as amended. Those statements include statements regarding the intent, belief or
current expectations of NiSource Inc. and its management. Although NiSource believes
that its expectations are based on reasonable assumptions, it can give no assurance that its


http://www.nisource.com

goals will be achieved. Investors are cautioned that the forward-looking statements in this
presentation are not guarantees of future performance and involve a number of risks and
uncertainties, and that actual results could differ materially from those indicated by such
forward-looking statements. Important factors that could cause actual results to differ
materially from those indicated by such forward-looking statements include, but are not
limited to, the following: weather, fluctuations in supply and demand for energy
commodities, growth opportunities for NiSource’s businesses, increased competition in
deregulated energy markets, dealings with third parties over whom NiSource has no
control, the regulatory process, regulatory and legislative changes, changes in general
economic, capital and commodity market conditions, and counter-party credit risk.






Attorney General Data Request Set 1
Question No. 97
Columbia Gas of Kentucky Respondent: P.R. Moul

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NOQ. 2007-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED APRIL 10, 2007

Question No. 97
The questions in this section refer to the testimony of Paul R. Moui:

With reference to page 42, lines 10-19, Attachment PRM-8, and Appendices H
and G, please provide (1) copies of the current Blue Chip Financial Forecasts, and (2) all
data, work papers, and source documents used in computing the yield spread of 1.0%.
Please provide the data in hard copy and electronic formats (Microsoft Excel), with all
data and equations left intact.

Response of Columbia Gas of Kentucky:
(1) A copy of the October 1, 2006 Blue Chip Financial Forecast is attached.
(2) The spread in the yield between A-rated public utility bonds and Treasury bonds

is provided on pages 3, 4, and 5 of Attachment PRM-11. ‘An electronic copy of
page 5 is attached.
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FOMC Now Widely Expected To Ease In First Half Of 2007

megtie Commentary Treasury yields continued to fall over the
st month, and witly thens, expectaions of any stditionsl Hahoming
by fhe Fedural Op::a Market Conunittoe [FOML). Based on our Scp-
tember 25%26™ sucvey, onty a quarter of gur panelisg now predict
the next ehange in e POMC's tiged frdaend fands wite will be an
{ncrease, OF the 75%: that think the next move by e FOMO willben
- reduction dn fgerest rates, A%, 7% believe It will sccue in 01 of nexs
yeur and almost 86% prediet 2 eur will vome by the end of Q2 2007
{ree page 14, The views af por peneiists roughly mirmor prices is the
Pedernl funds rate finires market that poats the odds of'a mte ent by
the cod of Q1 2007 4t sbont 30/50.

Rinea its peak on Jui 285t day before the FOMC s kast rate hike,
the canstant muturity Hi-yenr Trossury vield has dropped sbout 65
basis points 1o o seven-tonth 1w, In the process, the price of the eo-
the-run 10-year note blew through ity 200-day moving average s its
wietd plunged to just north of the paychologival barrier of 4.5% fora
brief Hme. Constant maturity d-vear pad 3-yeor yields have fullen by
almogt exactly the smme smownt, lesving the enfire couporn curve
sus 63 bayis pointy below the mrger federal fonds rve, and cleaely
soflecring masskes expestutions that the POMC Is destined to case ot
sote poine i the vot we distane fusure, Yields have stnes backed up
a litde on denler worries that the market has become overbought and
n lesseaing in hedging activity by bolders of morgage-bocked paper.

Helping prope} Treasury peices Righer i September wans 2 Serfes of
coonemic reports dint lelt mast economists serambling to further
redice their iready belowstrend estimates real ODF growth over the

niext fow guarters, The trade deficit expanded sharply in July vershs.

apecigtions of o smell decline, wpping mnafysts’ expectations of
' et export defielt andd ity drag on overnll GOP growth. Totmd
_ovat] snlos managed o register 5 sal 0.2% incveass in August vor-
sus expectntions of 2 svell decline. However, salés minug the aute-
metive. component, sales at gosoline stations anid-suled at huiiding
supply stores, which generally conform to mported growth i per-
dongl conspmption txpenditures (PCE), wers sof, Confinming thay,
real FCE wils Jater wpuried ta hwes fhlfen by 9,15 In Acgest Tha
was the first decline since kst Scptembm' and Jefi real POE growing
e weaker hiit expected pute of 2,7% throdgh the firs twe-rhinds of
€)% Total indistrial production fell 0.1% in August while fuctory
produesion was unchanged, Moreover, e Philudelphin Fed's Sep-
tembar manufictiring survey ru;,lbtt.«md i plunge Into negutve jendi-
" tory for the: it dme shiice Aperdl 2003, September manufacturing
strveys from the New York and Rivhmom! Fad banks, however, did
sput veflect similir weakness,

“The housing and automedive seciors look 1 be particeiar drags on
growih it the secand half of vils vewr. Housieg starts fell to a three-

year low i Adrgust, and previously reporisd deolines i the prios two
months werd revised lower, Moreover, pormits in August deapped to
4 Fourvenr Tovws Addtog to werries shour the housing seotoz, gristing.

homse safos foll agaln in Augnst and the year-bver-year {y/y) change
ip medisn hiome prices contmeted by 1.7%%, the first negative reading
stoee 1995, While new home sateg bucked expertations by rising in
Augugt, downwaid sevigions to sales in prior mombs Teft the Jevel of

August sgles very near the consensus forecast. And, Yo exintag

ome prlons, i yfy change in madizn rew home prices rrmed nege-
Five £1.3%) In Auguse, e first such ootwmence since December,
Husiness lnventorles ndded 044 of 3 percentage point to the nue of

ol GOP prowth in Q2 but-will likely subuact Fom the mte of

Fowth In 3, snd do so agein in Q4 but by o lesser degree, New
' uﬁim For dursble goods fell in both August and July, the Tirst back-
to-bck declines since Muy 2004, Shipments of pon-defitage capiel

gouds, however, a proxy for vapital spending, rosa 0.9%5 In August

wed 0.7% in Juby, Jroving them growing ut & solid anmuatized rate of

about 9%, but that was somewhar shower shan some anabysts had
antivipated poiag into te sepoe,

Combined, these reports sarved w preduce o drop e this month's
eunsensus forsoast of €3 rend GOP grovth mo 2.3% while the forecast
of Q4's growth tate slipped to 2.5%. The consensus forecest of
prowthy iy thee frat hull of neag vear slso o8 this mooth bor estiures
of geowth in the seeond half of 2007 went vnchanged. Real GDP is
sow predicted to growe at e 26% oln in Q1 apd Q2 0f 200 mad st
20% rute Q3 and 3.0% mie {n G3 of next year,

Easing Inflatlon coneeryg, dus in pret to flling energy grices, alsy
conitoued to buoy Tressery prices. The September Wnfladfon reporty
will rovesd hurge duclines in gesnline, home heating il and natuenl
s prices, Hiely producing a6 ovtright decline n. the Consumer
Price Index (CPD) and & tharg pull-bnck inthe 9y chinge from th
Auvgust vty of 3,8%. Indved, as Inst September'y Eabiins-hudused
wpike of EI dops ous, the wy change in the CDY nuwy S84 balow
tho vy tate in the conx CP1 Tor the fiest time fir four years. Less likely
Is any sesenern pullback in the core inflation fgures, The wy
chimge in the core CPL use 1o 2.3% in Aupust and may Mt 340% In
Beprember or Oeiober, (e highest lavel fn more thin & decseds, The
yAy ehange in the coro price index fir PCE, the FOMU"y preterred
mansure of inflation, rose to 2.5% In Aungist, the fstest pace iy 1}
years, However, if {he elevatad loved of com inflation continuey 1o i
Jurge part result from sbove-trend increnses, iy towners’ eduivaton.
rent {OER), lingering infladion concems among mmdec panticipants
ard (e FOMO ore likely to dissipate over thue,

The FOMC mesting on Seplember 20t way egsentially 8 pon-evem
tor the Treasury market due o tho run of softer thon sxpmited too-
aomie daa and continuing diop In energy prices, While policymeds

ors retzined their asymmeiic bins towand tightening, markers

thrugeed off the thrdt. Howeves, the FOMC ey witmately prove te
e mone eeticant about epstug tun the markets now predicr I fillng
energy prices relnvigormte copsimer speiwding, the drop in bond
yicdds hegins to stabilize houslg demwnd nnd & workeniig. dolie
boosts exports. A strong stock merket; nirrow credil spreads. and
surging commerzial lending aliu argue agninst an early move 1o suse
policy by the FOMU, Most importantly, unless and 1t} br:!qwﬁnnd
econonsic growilh beging 16 prodies o move significast slackening in
1he Ishor markets conditfons, polioymakers are Hkely' o rerilain o
uard agminstinBaifonary pressiires. As such, many econotnists think
the sharp drop in yiells over the pust three wmonths may have left:
Treamedes vufoeable to data Dot soggests growdl remalng ut or
hiove e tend rave and compemary from Fed officials that hists of
Ungerdny inflatien congerms. ,
Congensns Forevast  Following below-trend growth s Q2
through Q2 2007, the paes of resl GDP growth i expected m m—
bound to netr its trend roto in ihe second half of next yesr a5 residin.
tlal Investment stibitizon and consumer spending improves, Falting,
enenpy prices Hkely ensures thay the ywWy changs in beadline consumer
prive inflation hos peoked, bur core inflation may remine elewvaned
hrough fhve first dall of naxt vear, keeping Fad polioymalers cous
tous gbowt easing to scon. The tade-weighted value of the 145,
duliar 13 expected to continne Hs dectine over the. fareonst hordzoa
fee prge 2 for somamary of ttis month s US, mm&uwﬁﬁwﬂs}

Special Questfons The consensas continued w pmdmt the core CP)
will regnsmr December-over-December growth of 2.8% In 2006 md
245 I 2007, Abowt 68% of the phuseliasts guy §0-petit Treasury
wields wil} epd 2007 higher than whess thoy begin the year, Almost
balf of cur panelisss do not expect real residential investment fouext
register positive somuslized growih until Q4 of nuxt yeur or futer, The
cosensts pats e odds of 3 moession in 2007 ar 27.3%, p bit higher
thosy ing meomfie’s estimate of 25.5% free page 54 for details).
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Consensus Foreeasts OF U.S, Interest Rates And Key Assumptmna

History ‘
m&vmge For Weak Ending—— <~ Average For Monthe—  Laseyt Q' ]
Interest Rates Bep 22 Sep. 18 m Senl Avg Ml Dm 302006

Feulerad Funds Rafe s 823 335 525 24 4,89 534
Prime Rote B25  B2% 5.25 B35 B iMA BOZ E i}
LIBOR, 3-ma. 23§39 539 240 542 549 AR 343
Commercial Pages, o, 5200 520 3| 530 322 AM 512 322
Treasury hill, 3-mo. 493 491 - 497 506 0 S49 0 508 .92 304
Treasury bilf, S-me. 507 501 512 514 517 AW 517 .18
Treasury bill, § v 45 s 302 5.03 508 5B a.16 210
Treasury nofe, 2 vr. 477 483 4.81 4831 43 Siz 542 L0
Treosury nets, 5 yr. 466 473 473 473 48 504 50T 486
Treasury mite, 19 yo. 471 459 4,79 476 488 549 if 49
Treasury nith, 30 yr. 48% 482 484 4.5 B0 503 513 LA}
Corporitg Ags bomd 54% 353 559 557 3488 58S 5.59 588
Corporate Bag hond 648 649 650 G50 8352 676 8.7% a4
State & Loeat bonds 423 £.30 434 430 439 46l 4,68 dd3
Home mortange rate 640 643 .47 A43 532 678 £.68 8357

- History :

g 40 10 g 1] 4Q 1Q Qe
Majm'ﬂunmzst Index 819 K13 LER] BT B3 B4.5 B3z 81,7
Real GDP 2.6 KR 3.3 42 1B 56 L8 23
GO Price tndex a1 k3 24 33 33 i3 33 7
Consumer Prive Index 38 23 38 53 3.3 11 4.5 33
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Internstional Commentary  Soversign bond yields continued to

9 3-Month Interest Rﬁtes edge dowsvwrd over the past month s mackets reacted to plunging

’ History pnergy grices and growving expectations of slower global vounvmic

Month  Yenr geowih that combined will restuce inflationary pressures and bring an

Latest: Agor  Agor eventupl halt to monoary tightening by central banks. Ten-year nots

s, 534 541 197 yleldy in most major industrislized patfons have fillan to sever-month

Jepan 04f 04l o0y lows producing imverted yield curve in the U,8., Caneda, she UK, and

UK. 306 494 436 Australia, The slope of the yisld curve remsins positive In the Burg

Swikzerland 178 La6 0.75 zone bt s expected 1o fiscien forther fn coming meonths as the Euro-

Conads 428 431 300 pens Centrad Bank (BECH) tghtens further, With shosl-erm tates still
Australiz 611 fO0I 53 sults fow, Japan continues 1o fuave the st posisively stoped surve,

Eurozons - S As expectod, the ECB Jeft sates unchonged ot its Angunt 31 mesting

bist continued to prepare morkelz fir another 25 basks point incrense fn

1H-¥r. Governmant Bond Yiel-:ls e the repo rate fo 3.25% at the October 3% mesting, The fte Angust

History: policy statement stressed that interest rates vessioed Jow, mondy awd

Month  Year credit growth strong, Bouidioe umple and montwry polivy sccnmmo-

Latest:  Ape Aune dative, In regard te f:c‘nnnmin prewth, the ECB potd 'th Q% GIJ'P

Us. YT RET) T gmwm "sho'_w o significant impfcwmmt in uoaderlying ceonamic

Genmuny 364 181 10 setivity nfui indicate that economic gowzh Wiy .aimrig%y tin provi-

Sapun 163 1.20 L% eusly projested” nod that indicatots hint that growd in Q5 would he

UK. 450 455 418 wrotnd it porential rate, While the yly chunge in huemonized tefatdon

Franoe 170 .11 306 may dip below 2.0% In September due to the sherp drop i enermy

Fialy 306 406 0 133 prices, underlying infladonnry pressuses comtings to bulld and poli-

Switzerhed 238 2,53 175 eymukers likely think lnfistion will bounco back nod remaln sbove the

Canidy 401 426 388 bank's 2.0% trget later this yaur et mext, In addition w the widely

Austenlin BS54 572 515 sxpeeted rate hike on October 3%, most aunlyaty expect another quar.

Spnln 1,69 1.80 3.00 ter-point incrsase in Deconber and fwiler 25 basis point hike in Q1

Ewrozond 116 3K0 308 2007 before the BCH hults its ightaning campaign.

Adier surpcaing sovkors with o 15 busts poine hike in the base rate to
4.95% un August 3%, the Bonk of England (BoE) unanimously voted
1o leave policy enchanged in early Scpicmbar and i widely expeeted
to forego amy change ut the Oetoher 3% meeting. Minutey of the Sep-

)

Hksmry

Month  Year wimbes meeting shovesd considerable uncertainty among policymakers
_ Lot Agor Ago: bt an fnclination to foons more on infletionsey risks rather than the
(2. 5 Bl42  BL37 8400 B potentind for slower than expected sconomin growih, O paniculm
Japan 645 10638 11063 & concern ane worries et elevated energy prices. over the past. faw
LK. 19812 LB884 17917 years will gt passed through to wage and sslades, Resd GDP fn Q2
Swiggerland 12349 J238) 12787 gren 1 & dowwardly mevised but stl) healithy rate of 0,79 with cone
Canmidy BATE LEI0 13668 Lt sitmier spending posting its best growth in two years, In the menntime,
Aubtrlio DESE3 07632 07633 | 1 iy chunge By consumer piices inffation rebounded 9 8.2.5% nits
Buto 12796 1ave0 1RISY R it Aupust—Oayenr high, There s34 remeins o chares ‘that the Bol
muy relss otes agsin in Wovember though the vonsensus does net
Consznsus Consensus predict it, ,
3—»‘meﬁ': Raies 16.Yeor Gov't The Bank of Canada {BoC) and the Heserve Bank of Australia (RBAS
Yiolds vs. U 8 \’Ield also ne expected to Joave Interess yutes wackmnged ot their Ootober
How b meetlngs: Ceaondian redl GDP grow ot o weaker than expetted rate of
Japan D07 2.0% In Q2 a3 net expovts contracted sharply, Fimd sales wers wne
U 258 chnnged. Moreover, empiloyment dropped in ench of the past, thres
Switzecland: A months, the Frst such occurrence since 1992, and the wpsmployment
Cannda 4091 mte by dsen from 6,1% in June to 6.5% in Avgust, Tor.a sesom)
Austritia 065 straight meering, the Be(: feft its benchmack interest rate vochanged a1
Butczone e v] 425% on Septembor 5 meeting and markets buve begun to antisipate
.60 gn casing of policy by the central bank i Q31 of nest yenr, REA Gov
0.8 erer Macficlans continges towun et tie next move by the bank is
057 mave lkely to b a tnie hike than o rate cof, Howsver, the conpasus

.85 sugygosts the RBA ix Hkely fintshed.

Soreensts of individual panet mmbtem are.on pages 10 and 11 Bg,f‘m:-
Jm of varlablas are mrﬁ:rﬂmw. "Throd moith currency dnferest rates,

ovartnient honds ‘ard Jelds to matwrig, Forsign. exchange raze fore-
casty ave currency per LS, dollar except for LK, dustralia and the
Eiro, which are US. dollor equivalents. For the U.5 dollar, foracasty
are of the LS. Federial Reswive Board s Major Currenicy Index.

The Bank of Japas (Bod} feft the overnight call rate ot §,25% on Sep»
tembier 8% mnd a-sevies of weaker that expected reports on economis
actvity and inflstion have stnt bond yvields lower and dingniched
murkst expectations uf another nearderm tightoniog of policy, Real
GDP growth in Q2 wos the slowest over the past six quarters but the
vpemplovntent mbe now papds ot o $-vear Jow and CP! inflatien re-
mofos pasitive. The consenses Jooks for unother dghtening before
sour's eod (See F0 and 1 for ndividusd paned members’ forecasts).
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Third Quarter 2007

Interest Rate Forecasts Key Assumptions
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Fourth Quarter 2007

Interest Rate Forecasts Key Assumptiong
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First Quarter 2008

Interest Rate Forecasts Key Assumptions
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International Interest Rate And Foreign Exchange Rate Forecasts

4 Mo, Euro Dollar Rats

iBiye Chip Forscaslers

In 3 Mo, | In6 Mo |1n 12 Mo,

‘Sealfabank

Deulscha Bank

Wastl B

ING Financlal Markats
ilzuho Resgarch institula

&30 4.80 4,40
na na na
5.30 510 450
500 4,70 430
§,20 815 5,15

[October Consensus

5,20 4,84 4.59

High
Low
Last Mdnths Avg.

§.30 515 5,14
J.00 4,70 4,30
534 5.17 4. 7%

3 Mo, Euro Yan Rate

|Biue Chip Forecastors

3 Mo, | I Mo [ In 12 Mo.

. Gooflabank.
taltsche Bank
Weslls
NG Flnancial Markets
Mizuba Research Institnte

0,66 0,65, &80
na I35: ] [E:]
0.70 100 120
.60 0807 080
0.45 9,70 080

iOctober Consensus,

High
“Law
Lest KMonths Avg.

0.§0 0,74 0.95
0.70 1.00 1.2G
0.45 0.60 .80
0.52 0,85 0,82

3 Mo, Eure Sterdlng Rate

i Chip Forecastors

a2 Mo, | In 6 Mo. | In 12 Mo,

acbﬁabank
Datische Bank
“WaestLB
ING Finanstal Markels
Mizuha Research instiluta

525 8.28 .00
na [} na
4.80 .60 470
5.20 5.00 455
8,10 5,10 5,10

IDctober Consansus

563  £.04 4.88

-High
Low
-Last Months Avg.

5.25 5,25 5490
4.80 4.80 486
495 4.83 478

4 Ma. Buro Frang Rate %

EElua cﬁip Farecastors

In 3 Mo. | .In 8 Mo. | I 12 Ma,

Sooliabank
Drattsehe Brink
WesiLS
INIS Flnaniclal Metkets
wZiho Rasearch Instiule

200 225 225
na ne na
200 225 228
2.0 .00 2.48
na na na

[Ostobar Consenaus.

2,03 22T 232

High
Lowe ]
- Last Montha Avg.

290 2.30 Z45,
2,00 ER-LS 2.28
180 2.43 2,29

3 Mo, Eura Dofiar Rats

!Blue Chip Foracasters

n3Me. | In6Mo. |in 12 Mo,

Scollabank
Dratizchs Bank
Tlaghh 3
i Financhal Markals
- wiizibo Regearch Institits

4.28 3.80 3,60
ria n# na
4.30. 4.30 #.30
4,40 4186 4.28.
na - B8 na

]Clctnber Consensis

432 4.08 4.08

High
Low
Last Maiths Avg.

340, 430 430
425  3.50 3.80
445 448 433

nited states

10 Yr. Gov't Bond Yiald %

i

In3 Mo, | tn 8 Mo | in'12 Mo.

Fad's Malar Currency § Indax -

W 58 4.85 4.40
ra na Na
4,70 4,50 4.50
4,40 4,30 4.50
.50 4.58 4.60

In3Mo. | In 8Mo. }1i12 Mo,

TET 782 77.8
Frd jatsd na
T72.8 T8.0: 7.0
B8 76.6 TH4
70.4 79,2 80,2

4,59 4.48 4.50

4,70 4.56 4.60
4.40 4,30 440
498 4,89 4.66

79.2 78.2 T8.8

70.7 792 802
78.8 76.4 T
TEY 77,7 77.3

_In3 Mo, | In6Mo. |In 12 Ma.|

2.00 2,16 225
Aa na na
2.00 2.20 2.40
1.70 1.80 2.10
1.80 2,00 2,10

Us $¥an

In 3 Mo, | In6 Mo, | In 12 Me.

160 1100  105,0-
na na. ng
4120 1080 1050
1120 1068 1080
112.0 108,80 109.0

1.92 2.04 2,21
200 2.20 240

170 1.80 240
1.81 1.08 212

THinga

10Yr, Glit Yislds %

1118 1088  106.0

t12.0 110,08 a0
1100 108.0 105.0
110.0 10972 104.2

indMo. | IN6Mez |in12 Mo

Faund Sterlingis §

4,50 4.50 4,30
na N ha
4,60 450 4,50
4,70 480 4,58
460 4,80 4.80

in3 Mo. | Inb Mo, | In 12 Mo.

192 192 181
na naE na
1,87 £.04 1.83
1,858, 200 1.04
na 4523 18

4.8C 4.58 4.49

470 4.80 4.60
4,50 4.50 430
4,76 468 4,863

1911985 _ 1.93

186 200 194
187 182 19

4 R:1 ) 43 LA

In 3 Mo. | in 6 Mo, | [n'12 Mo,

SFUSS -

2.50 240 2.25
na na ha
280 240 2,40,
246 240 250
na na [1::8

In 3 Mo. | 6 Me. [0 12 Mo,

2.8 2.40 434

AT 144 111

Z.50 2.40 2.50
2.45 240 228
284 2.80 2.64

10 Yr. Gov't Bond Yiold. %

na na t
1.21 1E 1B
47 A 443
na nana
148 144 443
121 1418 116

147 1713 141
1.17 145 154

n3 Mo, | In&bo. |in 12 Mo,

3.85 3,80 3.80
Ba na &

420 4,20 4.30

350 3.80 375
4] 213 na:

Ussics
Thea po: L in6 Mo, |in 12 Mo,
141 111 1,09
na 4733 na

112 114 1485
109 1.0& 120 Pk
i ng_ A A

4.02 3.87 395

420 4,20 4.30
3.80 3,80 376
4.54. 443 4232

na
1.11 111 1.15

1.12 114 1.20
1.09 1.08 1.08
Ak 141 Nk
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International Interest Rate And Fo reign’Exchange Rate Forecasts

3 Mo. Euro Dollar Rate 10 Yr. Gov't Bond Y¥eld % ] ASIUSS

i8tua Chip Forezastors In3Mo. | InSMo, | In12 Mo, in3Mo. | In6 Mo, | 1n12 Me. 3 4o, | In B Mo, Hin12 Me.
Seotlabank T BS0 6,30 6.00 B.75 875 5.80 0.78 078 074 |
Dasstsche Bank e na BA na ra na na. i s
Wastl B 10 600 .70 5,50 §.30 5.30 0.76 0.78 0.78
G Financial Markals 625 B.25 5.80 5.60 5.60 550 0.78 0.80 06,77
Mindio Research Institute na ) A g ne nn na_ na na

[October Consensus 6.22 6.18 5,83 562 555  B.57 0,77 0.7 0.7B
High ' B30 8.8 8.00 5,73 8,76 5.80 078 - 8.80 078
Lowy B0 5.00 BTG 550 5.30 5,00 o8 075 074
Lot Mopths Avg. B.OS 5,06 5.81 540 578 5.60 0.75 0.78 0.78

3 Mo. Euro Rate L 10 Yr. Bure Bond Yiu?d % E}-‘.uruwa 5

{Blue Chip Foracasters in3 Mo, § IngMo. | in42 Mo, in 3 Mo, | in 8 Mo [in 12 Mo. In 3 ba, | In B Wo.. |in 12 Me,
Sectiabank 385 410 345 375 .85 375 .30 1,42 1,33
Destscha Bank Y ns nn ne na na | ne vin o
WastB 340 3,50 350 2.49 aze 370 | 120 1,38 1,36
NG Financizl Markals- 360 .60 360 365 .50 375 1.3 L 1,36
Mruhe Reseanch Inslitule a50h 3.5 480 ha na na 1.4 1.30 .28
[October Consensus 3,59 3.73 354 303 3.72 3.3 1.01. 134 1,33
High 388 410 385 3.80 3.85 375 133 197 135
low. 340 3.60 350 3.85 3.80 370 149 1,80 1.28
" ast Months Avg. 338 3.49 248 305 408 5,83 1,31 1.34 1,35

Germany Erance ltaly Spain
Biue Chip Forscasters | in3do. [ In6Mo. in12Mo.| i3 Mo. | In&Mo: {in12Mo. 03 Mo § In 84, lmmm 103 Me, | 1 8 bio. 1in 32 M.
Scolabank 575 385 345 | ar7 387 aF | 408 #4185 4400 | 375 485 375
it L 365 355 355 | 385 058 355 | X80 370 470 | 365 ABF B&S
ING Financia! Maikels 485 3800 A7 | 855 280 275 | 3 sES 085 | A6 AMY &Y
|z Research lnsule 375 330 370 | B¥s_ 330 2y | 4Us  ams 395 | 375 3 A7
Ociober Consensus 370 3.58 3.69 | 30 343 344 3.4 38 343 D370 AR A5%
{High 375 385 &7B | 347 387 A3 | 488 435 400 | 378 386 37
|Low 365 385 355 | 385 260  47H | 30 LAF0 086l | 865 3A8 A%
|mat Menths Ava. 400 385 380 | 404 396 381 | 495 420 404 | 400 395 380

_ _Curent_ | n3Mo. | nBMo. | h12Mo.
Japarn 288 | -269 244 229 :
United Kingdoms Ul S B ¥ 0.07 S Lintiad Kingam | : 5 1
Swlb&ﬂand R B IR 1] 268 1 AR e +3.50 -%.’3? i B4 B? f 2 s i
Canedy .80 .57 051 | -058 130 £3.88 . A585 -6.53
Augiralla £.83 103 1.08 1.07 o0.r¥ 102 1.26 425
{Garmany 092 0.89 0,80 S8 38 1 487 ~1.21 ALO5
Erance 0.8 088 | 05 «108

ay 085 4 088 | 088 «1.85

ath .92 -0.88 1,80 3.8

Ergzone -0.85 -0.88 0.76 .17
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Congndrum Redux?

We've been wrong fn our call that US long-term yiekdy would rise back

to the 59 level — o Jevel &t which we turned newieal on bonds bk in

April, Ten-vear note yields have tuambled by 65 busis poiats in the past
ton weeks 1o fust under 4.6%, o sic-month low, At work ary fieans tha
the seonomy will weaken firther, o deellne in inflation expectations,
and the expectation that the Fed thus will soor ense, In addition, | thiek
strong overgsas demand for US debt and sinking tetm pramiumy have
plse promoted the rally, hindsg bnt elements of the Sond market “gas
nondiem” provailing i 2004.2005 havd cotne back

Now, T'] be the Brat 1o convedie that the seonbmle nows has boun ex-
weptionzily bomd-Fiendby, aod thir it may hot reverse quickly, And Tl

state cleprly it chis Bm't the St tme recently that Pye pashied back:

against the rally, But buosimg Tt vhink she fondumental Sctors driv-
ing yiekds wre Ykely fo roverse, thet strong overseas growth is likely 10
Tiftplobal yields, anid with bond-nurket bullishnesa ot & three-yeor high,
{ think the dsk-sewand tradeofT In 1hie bood markes is ustavorable, and J
recommynd sclling,

Like o thonth ago, parsing yiclds inlo read andd nominal comporents and
meovaring whet assunptions abont the Pod s in the price is helpfulto
oasess valus, Reol yiclds paved the mily wotil 2 month age.  On-the-
raty, real Hsk-freo yicids in the TIPS marker stand 2t about 2.25%, down
About 40 by from their peaks at the ¢nd of June but slightly above thely
average of the past three yewrs. 1 handly swrprising Pt resd ylekds
ave slipped baek to thelr recemt Jows, given the housing stamp, re-
dently vofter economic dutn, the pessivism in busdncss surveys, and
firther production cuts aomsunced by three motor vehicle mammfactee
erg for thy foeth quavier, These developments pgess that annralized
US growsh has sfipped to about 2%4% I the corrent quarter, sompwha
Delow what we now think of s §is trend mie of 3%, sod thes evenis
wlin threaten forth-quarter grovith:  Bond bulls think real yields have
“Garther ti fll, pod T would agree that If the economy weakens further,;
feal yields could slide some more.

Recent . inflation developments have been sven more iroportant than

grewth for the bond-market rally over the past menth, ax infintion coi-

patsation caleulated from broakeven inlinion (BIE) hus fumbied fy 30

basis points. The plunge in energy prices will shamply lower hesdline

inflation, and fkely has alrendy brought down both surveyed measures
of infistion expectations and BE, Indeed, ovesil! monthiy influzion
readings Hkely will mirm negative in Seplember, and could be close 1o
Zezn i October, And if energy prives have praked after n Seyear sstn
Tafion, a5 we :'s;ae::t, Teenline fnflation measured by the CPI lkaly will
fall below 296 mver the oot year, Cnncumutly. langriezm (fve-to-

ben-year} faffation cxpsetations surveyed in the University. of Michi-
gan's canvoss. declined to 2.9% in Sepsember from 3,29 in August.
The moderaton in cors jpfladon In July and August to D2% menthly
fom 0.3% i cach of the prioe four months shéo Has calmed inflation
comeems,  And beosss the pass-tbroingh. of hightr energy guoies
helped {1 core inflation, s togiend to assume the detine jn onergy
priced will reverie some of that plckip.

Collbrating infiativn rompovwstion from HEx is problematic in histori-
~al context bacaute TIPS were relatively wew and less Hguid Gve years

3o, 80 TIPS vlelds fut comstand mamtity} then were some 73-100 bp
dighor than they are today, Qut st roughly 2.3%, neither the 10-year
BE! nor the disant forward [Seyear, Spear forwnrd) BET at 2.5% seems
way out of line with & realistle medinm-rom view of where infletion is

A Samplng of Views on the Economy, Financlal Muarkets und Government Policy
4 Excerpted from Recent Reports Essued by our Blue Chip Pansd Members and Others

hepded.  Stilllower inflstion and inflation expectations could fmther

doprevs BETs and thus pondnal vields,

Howaver, the plunge In energy gpotes — IF it Tasty — Hhkedy will alio
reprusent o pawerfil source of economic stimulus, Just as the de in
surEy Iices was 3 beadwind for growth edrlier i year, If gesoline
prices at the pump decling 10 abowt §2 25/pailon, as we expest, the ¥5-
cont dlide frun-the pook in sorly Aupust wold add saughly 5100 bl-
Hvn antiualizad to copsumer purchasing power. When conpled with the
seonany’s dproved inccme-generaling capacity, th mpact of heurty
overseas growth on US exports, and u rebound In copital spending, |
Believe thet this boost to comuner spending power will revive averall
growih substantially shove cwrren? markes expectitions, Moreaver, '
not convineed that the decline in energy quotas will guickly mverse D
tise in core inflation. As I see it, the combitstien of the previouy visy In
inflation expéctations, dwindling coomunie davk, and teing vosy tills
core inflation rsks higher over the next fow months Thot's 2 recine fby
tie Fed af least 1o stuy on hold fin sevornd aivntss or Ionger,

In conlrast, the market now discounts a benige path for mosstary pole
fey.. Pricing in the Treosury sed eurcdoliar curves mflests 2 slight sk
of Fed eage as early ss Movember, & bigaer chance of lovwer ries by
Jununry, end 75 basis pefnty of sise by ey 2068, Alwrmarively, ene
can Jook at the yield curve as & hitogmm or weighted averege of thies
fuite different growtly, inflation, und policy stentrins, One to which
1'm sympathetle i thae growds wil] reboimd and Inflation canverne wifl
rosrfove, A second is teat the Fod will bo an lipdd for the fesy fonse o
kisep growih below trand and 1o bring inflation down sbowly, Finally,
the third scenurlo aysumes thet wenk growth and declining inflad

mensi that polieyniakers will ense by 150 i:p or teny, I the market 3
assigning & yoro weight 1o the frat seenurin, any. hint that the odds for

such a scenasio are rieing will wgger bigher vields,

The overseys démand for U3 Treasurivs, strong through muel of the
2003-2005 periad, now seuns to bo muking & comsback, espodinlly
froim Jupun, The veason Jen't hivd to find: As markets bavé ressseased
thé prespects for Japanese menstsry policy in the wake of lower-than-
expected fnflation rendings and guestions about the vitlity of Japanese,
grovith, the yen cary trds o returndd 1o fiver, With funding eosts of
25 Bp, nod he wen now expected fo be stable or woak ngltist tlie dolint,
Tappoest Hivestors seq 4-494% 10aear US vields us far niare attrac-
tivee fhom thie 1.6% avaifable ar home.

However, vield-hunpry marker panicipants may be ignoring the comse-
quepces of §ropg ovelseat growth for the US ecosomy wad for the
global bolance between ssving snd fovestment. We'rs belting tht
strong global. growh will boost: US et expasts, thus coatribiting to
improved US jobrand income galm And the strength in oversens dos
mestle demsnd Implies that saving abrocid ~ swhich might ove in the
past hept global real yields low — will now be butter bulwaced by rixing
Ipvestment and consumpiion oollays S while. US-overtons yhald

spronds likely will continue to norrow in' that context, the chonge in.

interna! and external imbalances conld alse put 2 fleor under US. yiaids,

Maoreover, wﬁaﬁhty’ apdd thus apporeatly term premiums have sunk
significantly since their peks in May and June. Measured by the VIX
index, equity marker volatiiity s fallan by helf o e past two months,
i measired by the inve&tmmu-gmd; omedit dethuly swip market the
cost-of default protection b faflen by 7 by over the sume pard

Three-ntontly forward premiums for twasyour ywaption volstiliny hvdy
driftet lower, and tisk uppetite svems 1o hsve renened in fil} foros o

fust about every gesst cluss, Ruoctnt models fronifared on pext paged
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hemi gt For terns pivmiums ~ reflecting the velatitiny st bath growid
andd inflation - buen siso drifted Tower, despite ihe o nstesaps from
Fed pificisly thay thelr next pabloy wove 15 vacler, 'We think the 3.
AT, FeEp-othipon toto preniuie b dinped nll the wey ok w58
basis polnts & Toved buet avos in Jemery, 1oy view, St decline,
wlong wiiks the riae by ridoy amset geicoos, wakes Somcied conditons
e stirmudstive, wot lows sa, and cught to meke Yhe Fod more inclined
b Han sty podioy,

Thoer gt s vhot barring sigiBexmly vielier growth andt hower infla-

'leitﬂifﬂmhmmum&kwmwmxmgt%nmmy

srentrim,  Scotment fn the Dosd snetier wedsrmmndably hos tumed
by, Bt 3t i i o8 o Swyaer High, Pwmmgmﬁngmmnv
e o tradies dund, it oles snihomedly Redihde The xdus salby
Bt wenl om momem shont cotroents Soex feomer Fod Tl

‘Cirpenispzn and we weakmeny in the Philly Fod®s Bmisaws Gtk Sore

vy vestiffos ho the pareod bedlnh frenmy, As 1 soo it thensfooe, risku b
the bopd mackes ars saprbossteie Catineesd widh sootombs mewy meae
promde  Bovhes ully, bt soy woswound in growth sond sdyes ot
inflatbom bs mosing Beher pamsle w3 peoemets ¢ rshetadal sedloff

Richard Brrnor, Morpan Sudep, Hew Yark, N¥

“Tactiesl Rervext

W e srsiieing & e soscessden by aor Ped oo, deopping the Orlos
eer i hile gl dewndme noly one Sed ke o e bewary mecting,

besifier we tapect e Fod to be o bold Saeaph fhe ond of 2007 wy
ol pernains Selow tomd, b oo Enfleiions revoins siabbaandy bigh,

:'wm&%@lmmmhmgmmmmmhpﬁw

prbecad oo the boed sk ovver the next 12 miarhs.

Whan Fod offfciils mmle their cuse Gor @ polley oy beck i Jaty, we
Yoy Phardr gty ol mot s op. They ackmowiadged e plckap s qore
infarion, bt arjred that & slowdg w wend grosthand 8 fattening out
ol comsmodity privry sould gedehiy reverse the lladon sevelgmin.

Semmover, witle they diserpiived B il of 1 honddog oulidown,

dhiv oo der . pothioy puu vens sweot el dhe ke oY Mo
sty —advertently Hphtening Son muu,

W disagroed with thee Fol's view any segned thus foey woee misente-
senting Whe normal e selviondhips B o soonomse, Tofiation b o Soug.

Taygiug procass mdmugam:&ﬂmin inflathon voreliy romdires 4
il paried of sfgnifcanty weonker growth, Fonhermues, policy
wvershonting only oo ¥ e tightening of policy cases resteaint {n
sset sarkets. Thasplte 37 sty Bikes, sutside of the howsiog secti, B.
nansial oned st mrhed consdions dad fproveid, By dooplaying e
waks 0 the hovsing marker e Fod wos depving the mos) plausible
eveeshooting mechanbom, o ouwr wtnds, » pestict soft londing fier
growth, inflafon s the huttng seened 4 bis too goud to be npe,

T the lst Two moaths, the cuse for & policy pause bas grown, A big
imbalanes betwesn mpply snd demand hag developed in o bousing
market, with sellery pefedng to gun prioes wud buyen. wéiting for the
outs o eeerge. Until this guene of “ohichen” onds, there vl b don-
sidernble unzerainty abuut the path of home prices, The mow home
market ix wro owt of equilibrivan. Builders hove geen telr impresiive

' ﬁ wekloy of wnffliod ooders quickly Turs fate srwantad Brventories as

wyers eastly veigele vt of ewsitmety, Until this inventary overhang Is.
wogkid off, conserection avtivity will continue to fatl, (ther indleators
of finariclal conditions remain fvorable—intorest rated ere low, ciedt
spreads are- parrow, profits and coemewate wasls are strosg, the stoek
masket. is lmproving and Jending sendanks remoin easy-—<but unti

" A Snmpling of Yiews oh the Economy, Financin Markets sad Gavernment Policy
Excarptad from Recent Reporty Tsiued by o Blue Chip Panel Members and Others

housing shows sipns of bavondng, this evern!l growtl outlook vomalos
wncertain.

Co ihe inflaton side, o long siring of Bad nows has given. iy i very
mixed data, rnghng from a sudden drop in energy prices surging,mﬁt
fabor wost dota, Given the ey in the preoss, ate nflaion s il
Hhedy o rise in the condug meats, Dy thee y ni o 8 plassible cose
thar infiulon conld cose back noxt vesy,

Uttt the prowss sod inflation ancensinties sre sooed oo, B Fod s
likely o remain on' held with & dax 1o dghten. By Jusesry o expeel
the vncerisiuty o st witl e bovsing mador showbeg shipny of s
bility ané core Inilarien continuing b croep Jigher, comsing oo foal
pelucrst wate Bike Fom the Fed Oy sall semnins well soosveed S
sy expectations, Accooding W e Fedisvope model, betwonn now
wod Famuwry the mackiet soer sees 2 much bigher chones of & rute ot
ol e Enereass, Looking Ewher oo, the market espedts the Fad o
currmes 70 bp over the pens 12 mordin W belewe nicly i ot i
vy Bhoby i tiee By 0 complene meldown ot bbby markes spd o

A zerral guesion i "y sop Rere™? Why oot follew the merket's
beed o mrgme for rate owis? Theew ape e vousens ws bolidve policy
sk reermis o e upslthe, First, wat doa™t belivvs 3 hedhlle i oone-tied
of thy dewaving warksy is sovuah W brby divies e ovesll esweney,
hmm%&ﬁm@nmw&mﬁmmzmmwmwm
by veture, prbeay oofil st ek, Socend, the sy b oSt
stpong sulomatte sehilizers. As groveedh S snftened, denme e buve
iwme doven, toe Soller bas weskenod grd suorpy prites Bive dased, AH
nfthis cashions the bl foun hosalng, Thisd the bomd market s ok
togr ptimistic shonr fnffatioa, Yo, wnlker grouth and sofbor somemid
iy peives wil] sventually wueb In@adioe, bne She Jues o bong nod inlin-
Hhoo will prokoably per worse beflee B e bavpe

Frluan Harrls, Lobasin Brothers, Nese Fork, NY
FOME an the Sidelines

Wit signs of slover meewth secunitading sod baflales S bibaving
bttt 2 Ingt oo m&gg member of the FOMC ehotied 1 keep v on
bolt for & sccond macting, The weehpthon wi, wred Bgukn, Rishmand
Fed Preshdent Jeftey Lacker His dlspent, wlong with voationsd deseripe
Bon of nflation os Melevaied™ snd o clogr Indivation that Biss romatned
wn the side of woee Hphiening B mesded, lont the stutemoent & slighaly
e Smeicisly sone: than e had espogned,

Honethefens, qurket participants have cleardy deciled Bas e Fed 15
Pudshed with iry dphlening exmpaipn, Aler Thursdey's tharp Srap. o
thie Philly Feub fredex, the muakat s tow pricisg o sbout 3 15 chance
of pusing by the January 2007 menting,

We apree witle the nuarket that ths Fed bos Saished, tit just posed,
With res] growth wratXiog ot o 2% annual sore of balow in she. thind
quarter, the emarging downsiide risks to the astonamy nre My o eclip.
se [nflntion sonterts fably soon. Thor soid; the degos to wiicly fnfis.
thon tns disappetred frors e market's pudne sorean o bit surprdalng to

‘wg, The spread berwess oemdnal sod infstiondndanal Trénsaser hay

dropped previpitously, 1o befow 2.20% per your over five yeary and to
2.33% per year pver ten years, Froms siusghly 2.6%5 In hme nid Tuly, We
worldn™t ba smpnscd by another uncomfrtable (40.395) core CPI
reading or two in coming months, given contnied pressures from reotal
prices and fabor cogts.

Atslrew Tilron, Galdman Sachy, New York, NV
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¥ Plosse provide your forecasty of the scasonally-sdjusted anoustized percent change in the following veriables during Q3 20062

Roeal GOF Consumer Price Index
Consessis 2.3% 21.3%
Top 10 Average 3.0% #.0%
Dostom 10 Averags V7% 24%

4. A, Wil the mest change In the target federal faruds vate by the Federal Opan Market Commities (FOMC) be an INCREASE or DECREASE?

[Fercentape of thoss tesponding)
245.5% T4.5%

B IEvou seid DECREASE, when will the FOMO flest cut rates?

{Poroentoge of those responding}
Q42006 (12007 22007 €3 2007 04,2007 o¢ later
5.7% 45.71% 34.3% 8.6% 7%

3. Jn August, the Consumer Priva Indus excluding food and energy priees (eors CPT) was L% higher on # yeur-aver-year bsts, 'What will be the
12-month changs i the core CPL in December 2006 and December 20077

, 13-morith change Incors CPI iz o
Drecemb 3 December 2067

Cetnbier Consensus 2.8% 24%

Top 1 Aversgs 32% . 25%

Bottom 10 Average 2555 ‘ L.9%
Seprember Cansensus 8% 4%
Aupwst Consensug 25% 4% .
July Consensas 5% 2.3%

iy A Wil the 10-veur Trensury note yicld END 2007 bigher ar fower than where it beging 20071

fPereentage of thoss responding)

Higher Lanwey
68.2% 31.8%

B. Wit the trade-werighted value ofthe U.S, dollar BND 2007 higher or Tower than wheve It beging 26077

{Perpentage of those responding)
Higher ) Lawsy
X408 T56%

5, Real résidentlnl investoent contracted in enchof the past thres quirters ud almost cerainly will do siv agsin in (3. In whit quaiter will we nemt
gen road raifdentind vesiment regisfer positive muualized growth?

[Pereeatags of thoze responding)

Qézons 0 oLow 022007 Q3 207 L2007 o fater
2.3% 6.5% - 9% 3I2LEW 47.8%

£, What are theodds of 2 U.S. reeession in 20077

October Convening o o .

Top 10 Average 3935 7 @
Bottom 14 Average ey il
Septerber Consensus 26.5%

July Consensus 2372%
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2006
Manihly Indleatar Jup Y Aar  Apr  May  Jun dy  Aux Sep Oet  Nov D
Betail nad Food Sereue Sales {a) 30 43 2.7 0 a3 13 14 A
Totul Aulo & Tosek Sales fbk 17.6 16,8 185 %) 64 12 | 160
Persomu Incorae {k, swrent 5y 0.8 ) a5 a7 x4 6 0.3 2.3
Persanul Conwampting (% curmnt 5} 0.9 N 8.5 (331 [ 34 L1 %] (X 4.1
Consunier Credit fo} 4.1 &l .7 57 83 Tk LE
Conbiner Sentiroent {U.of Mich) 912 86,7 -8B 14 LA LR B4.7 LA
Houweheld Fmployment {c} 9% 183 amd 47 pi i) 87 34 A5t
Waa-farm Payroll Ripleynest () 134 00 175 2 108 134 s B
Uneaipkayment Rate {%5) 4.7 +3 #7 L &4 A8 448 A% 4,7
Aweytge Hourly Exmtngs (818) 837 bV S A 1 818 8,15 817 217
Sverege Roudy Eaeloge fowrent 5) 1640 1647 MS1 1661 1662 1688 1657 M9
Nop-furm Worowek firs.} 338 3LE HE 13 B 13 m3s 0 138
Trchuwiyind Prowituetiog {43 ] 31 16 4.8 4.5 4.7 2 50
Capacity Usitizstion (53 s 8l #1.3 BLE 1.7 828 %27 A4
IS fndin {axnedy NAPM, g¥ $4.8 567 432 573 44 S3EF BT HS
Frauzing Stara () 2265 i3z Lav 1EER 0 18S3 0 LEER LM imés
Housing Parnlta (b} 2195 L1847 M4 LTS 16 LBGY LTel 6R
Naw Home Sules {1-lamily, 2) I 38 L 1.4 1., [ Kil58 1008 {08
Constriciion Expendifures (2} B0 0.5 18 02 i 04 «1.8
Conmsguet Prlos ndex (a.n., £} 40 15 14 EX] &2 4.3 &1 1.5
CPEex, Faod st Boergy (ee, d) a4 1 2.1 z3 24 24 2.7 2.8
Peodiesr Prive Index (o, 4) 58 39 14 41 4.5 49 2 33
Yrirahla CGowdda Ordas (5) 218 34 60 -4,7 6.3 13 37 0.5
Taonding Eonnomio Indiertors (23 04 15 V2] i) g iR a 32 02
Pelsage of Tinde & Servives (D) A03 SBL7 831 636 454 B4 SRS
& Fedornl Funds Rate (4) 429 445 A45% AT 4 449 52 328
¢ il BeM, ooy Bilt R {3} 424 454 .51 460 4T AT 4EBs 496
1 Year Treasury Mote ‘Yisld (%) 444 437 451 488 514 5.0 In9 A4
2005 .
‘Monthly Indicntor dJam  ¥ebh  Mar  Apr  May  Jum Jiy  Awe  Sep O Hav Des
Retall and Paod Bervica Sates {x) Bl ) L) 18 L3 18 1.7 «|.B 3 2 g1y ‘03
Yol Ao & Truek-Bales (b 53 164 168 172 1AE  ERE  J0h 16 153 MT IR 11
- Personst taonaté (o, cuvent 5} 23 03 8.2 0.5 4.3 s o4 18 39 5 .2 s
Personat Consirenplon fn, freal 5 K X3 05 1.0 .3 Py 13 am S 3 0.} A
Copsumee Cruslit fe} E a4 38 L7 Al 84 56 63 28 W0 O 1y
Lonsier Kentbment {1, of Mich ) 5.5 LN 928 IBLY BEH B8 %635 Bl TEE M2 Bl BLS
‘-Hbu.whnm Haployment () 461 g1 RYE 595 375 iy 351 4 HH ‘a0, =14 185
“Neio-Ften Payrol Empltoyment (o) 14 HS. 140 pesi:] i 146 241 173 53 3¥ 354° tas
Uietaployrmen) Rate {543 52 54 &1 EA &1 55 5.0 4.5 5.1 49 58 44
Avemits Howrly Eamings [525) fa4 82z R19  BI6 Rl 82 320 RM4 296 M K15 130
fvenige Hovely Bociings frment §) 1588 13 £ 15.95 Won WAy la0F 6M 1818 119  182% 1&28 14,35
No-farm Woikwesk the) & T A - T St 3 A 1y B¥EF 37 317 3B 58 A N
odvistrlnl Produstion {d) 1) ¥ 48 5.1 =3 37 3.0 4 24 % 15
“Capactry Ueilfzntion ¢56) i 800 7958 Tt 1938 B3 £0.2 Bn.3 71 05 i 2
TEM thdex (Rormierty NAPM, 53 563 558 5% 51k 518 550 S6.4 535 550 %81 573 356
Flonsing Starts (b 2I37 0 223 OLASE 20719 2034 2008 2OTG AOVS LISE 2o 2%y zem
Honsing Permite (&) 241 ZIID 0 R0} NISE aAUR BIGY 23B6 R85 231 RIfL LT oM
Hew Home Salzs (1-Niily, b) LIE LEs2 5 2w 131 1272 LAGT  BXFY O RRSY LMe 1M 1.3y
Constuition Bxpendines (1) 14 LE 5 B 1 1LE 1.1 12 08 8 0y pe 1a
Conauesr Brien Indég (2.a., 4} 30 30 34 35 28 v 12 34 N 4.3 ¥ 34
CPL ex. Food s Brergy (5.5, 9) 23 24 23 2 22 20 21 21 20 A 21 22
Peoducer Price Indexdn.ss., d) AW 17 LT) A8 18 ¥ 47 53 69 R 44 34
Thehls Doods Crders {ny -8 t2 <7 L1 g3l 4 5.5 4.5 35 3 4.4 0.9
Lewdfng Beonomic Indicaors () At 8.3 0.7 0.2 (10 1t B, a0 4% Lo 4.9 K]
Balinis of ‘Trade & Services ) Y N N TN SO, o [ Q. ¥, 7S« R W S S 7 SR 1 S < % S N
¥ederal Fundy Rate (%) A 2% 263 270 3N RN 326 350 342 18 400 46
" 3oy Trenstiry Bill Rate (353 233 -t A 278 p .04 287 in 344 342 k| 338 kR
$0Xenr Troniry Mote Yield (%53 412 +.41 4.50 434 4,14 406 418 425 4.2 444 454 447

) montiaver-montl %% changes (k) milBonsg, ses (<) thowwdy, sauxry () yesp-oversyenr % change: (e} annuaibved %6 chungei () § blillons; {2 bved. Most
series mresubject in fraquant avernmant revislons. Use with care.



{16 M BLUE CHIP FINANCIAL FORECASTS M OCTOBER 1,2006 |

Reserves

Monday Tuasday Wednesday Thursday Friday
Oetober2 3 4 5 @
ISHE Ehily, Sopy Lhulbenzes Surezy {Sep) TSM {Sop. Mon-ME} Muoster Employment fadey | Employment Repan (Sep)
it Vehbele Snles {5ep) AR Cooruner Camfor ndat %‘:ﬂq ﬁtﬁﬂ: {Ang} (Sen) Conmmnner Ceedit {Aug)
Comsipsction Spending (Augl. | Weekdy Store Sades “FEA Cregds 0 Smca’u Weskly Jobless Clabma
Perding Foms Silis {avg) Mextgage Applications Fctors ARlecting Munstary
Reserves
LY 10 13 iz 13
| Woolede Temdefdug) | FOMC Minetes for September § US, Trade (Aug fatail Saies fen)
ABC Commmmer: Comfoit fndex | 20> menting EEA Crude O Siocks Copsemer Senthmmmt (Undver-
Werkly Store Fales Polge Book for Ootober 28§ Weakly Jodloss Clabins ity vl Minkigam, prelininnry,
FOME et Fackaox Adleeting Monemry et} )
Weskly Stove Sales ferrever Business Iprendedias (Adigitons
Merepage Spplicaticns sazner Credit (bl
‘ “Fremsary Budyet (Sep)
Bank Crodhh (Hep)
Tradhe Prbie Iinfiess (Sepy
16 17. 13 1D 20
Fropire Shets Tndex (O3t | Produem Prive Iudes {Sep). Comvnter Priee Index (Sepy | Philadulplix Fed Index (00t}
) ' tosdssirial Produotion {Sepd ) 1mmm {Sep) | Lesading Beonombk: indicators
NAHE Homlng Market Index § 514 Cride Of) Siacka {Sep)
{Cet) _ | St Apptickiony Wkl TolsheawClolint
Weskly Store Sales : Facters Affeting Mosetary
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SNt Pornign Seeurfty Perclimpck
RET
23 124 p i i ¥
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Dec98
Jan-89
Feb-99
Mar-99
Apr-G9
May-9%
Jun-9¢
Jul-69
Aug-99
Sep-99
Qct-29
Nov-89
Dec-89
Jen0f
Feb-00
Mar-00
Apr-Q0
May-00
Jun00
Jul-00
Aug-00
Sep-00
Qct-00
Nov-00
Dac00
Jan-G1
Feb-01
Mar-01
Apr-01%
May-1
Jun-1
JulQt
Aug-11
Sep-M
Ogt01
Nov-01
Dec-0t
Jan-02
Feb.02
Mar-02
Apr-02
May-02
Jun-02
Juk-02
Aug-02
Sep02
Qct-02
Nev-02
Dec-02
Jan03
Feb-03
Mar-03
Apr-03
May-03
Jun-03
Juk03
Aug-03
Sep-03
Qct-03
Nov-03
Dec-03
Jan-04
Feb-04
Mar-04
Apr04
May-04
Jun04
Jul-04
Aug-G4
Sep4
Qeh0d
Nov-G4
Dec-04
Jan-05
Fab-85
Mar-G5
Apr-05
May-05
Jun-05
Jul-08
Aug-05
Sep-08
Cct-08
Nov-05
Dec-08
Jan-G6
Feb-08
Mar-06
Apr-6
May-06
Jun-G6
Jul-g6
Aug-06
Aug-06

A rated Public Utiity Bonds
aver 20-Year Treasuries
Arrated 20-Year Treasuries
Pubilic Utlity Yield Spread

6.91% 5.36% 1.56%
6,97% 5.45% 1.52%
7.09% 5.66% 1.43%
7.26% 5.87% 1.29%
7.22% 5.82% 1.40%
T47% 6.06% 1.39%
7.74% 6.38% 1.38%
7.71% 6.28% 1.43%
791% 8.43% 1.48%
7.93% 8.50% 1.43%
8.06% 6.56% 1.40%
7.94% 6.48% 1.46%
8.14% 6.69% 1.45%
B.35% 5.86% 1.49%
8.25% 6.54% 1.71%
8.26% 6.38% 1.90%
8.26% 6.18% 2.11%
B8.70% 6.55% 2,18%
8.36% 6.28% 2.08%
8.25% 6.20% 2.05%
B.13% 6.02% 211%
8.25% 6.00% 2.14%
8.14% 8.04% 2.10%
8.11% 5.98% 2.18%
7.84% 5.64% 2.20%
7.80% 5.65% 2.15%
1.74% 5.62% 212%
7.56% 5.49% 2.19%
7.94% 5.18% 2.16%
7.99% 5.92% 2.07%
7.85% 5.82% 203%
1.16% 5.75% 2.03%
7.58% 5.58% 201%
1.75% 5.53% 2.22%
7.63% 5.34% 220%
7.57% 5.33% 2.24%
7.83% 5.76% 2.07%
7.66% 5.69% 1.91%
1.64% B.61% 1.83%
7.76% 5.93% 1.83%
7.57% 5.85% 1.72%
7.52% 581% 1.1%
142% 5.65% 1.77%
7.31% 5.51% 1.80%
7.47% 5.18% 1.88%
7.08% 487% 2%
1.23% 5.00% 2.23%
7.14% 504% 2.10%
707% 601% 2.06%
7.07% 5.62% 2.05%
6.93% 4.87% 2.06%
6.79% 4.82% 1.97%
£.64% 4.91% §.73%
8.36% 4.52% 1.84%
6.21% 4.34% 1.67%
8.57% 4.92% 1.66%
6.76% 5.39% 1.36%
6.56% B.21% +.35%
643% 5.21% 1.22%
6.37% 517% 1.20%
6.21% 5.11% 1.16%
6.16% 5.01% 1.14%
6.15% A.94% T.21%
587% 4.72% 1.25%
6.35% 5.16% 1.18%
6.62% 5.46% 1.16%
8.46% 5.45% 1.81%
8.27% 5.24% 1.03%
8.14% 8.07% 1.07%
5.96% 4.89% 1.09%
5.94% 4.85% 1.08%
5.97% 4.88% 108%
5.92% 4.88% 1.04%
5.76% A7T% 1.0%
661% 451% 1.00%
5.83% 4.85% 0.94%
5.64% 4.75% 0.89%
5.53% 4,56% 0.91%
5.40% A.35% 1.05%
551% 4.48% 1.03%
5.50% 4.53% 0.97%
5.52% 4.51% 1.01%
£.75% 4.74% 1.068%
5.88% 4.83% 1.08%
5.80% 4.73% 1.07%
5.16% 4.65% 1.10%
5.82% 4.73% 1.08%
5.98% £.91% 1.07%
B.26% 5.22% 1.01%
6.42% 6.36% 1.07%
6.40% 5.29% 111%
8.37% 5.25% 1.12%
6.20% 5.08% 1.42%
$.00% 4.93% 1.07%
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Attorney General Data Request Set 1
Question No. 98
Columbia Gas of Kentucky Respondent: P.R. Moul

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 2007-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED APRIL 10, 2007

Question No. 98

The questions in this section refer to the testimony of Paul R. Moul:

With reference to page 48, lines 4-21, Attachment PRM-13, and Appendix |,
please provide (a) documentation on the methodology used by Value Line in calculating
betas, (b) the data used to make the beta adjustments, and (3) all empirical studies that
support the use of leverage-adjusted betas such as proposed by Mr. Moul. Please
-provide the data in hard copy and electronic formats (Microsoft Excel), with all data and
equations left intact. In addition, please indicate the source of the data.

Response of Columbia Gas of Kentucky:
(a} Value Line describes its procedure to calculate its betas as follows:

Beta—a relative measure of the historical sensitivity of the stock’s price to
overall fluctuations in the New York Stock Exchange Composite Index. A
Beta of 1.50 indicates a stock tends to rise (or fall) 50% more than the
New York Stock Exchange Composite Index. The "Beta coefficient" is
derived from a regression analysis of the relationship between weekly
percentage changes in the price of a stock and weekly percentage
changes in the NYSE Index over a period of five years. In the case of
shorter price histories, a smaller time period is used, but two years is the
minimum. The Betas are adjusted for their long-term tendency to
converge toward 1.00.

From Mr. Moul's experience, the adjustment procedure apparently
includes approximately two-thirds weight assigned to the calculated beta
and one-third weight assigned to the market beta of 1.0.

(b) Please refer to the schedule that is attached to the response to AG 95.

(3) Please refer to the article by Robert S. Hamada that is attached.
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THE EFFECT OF THE FIRM’S CAPITAL STRUCTURE ON
THE SYSTEMATIC RISK. OF COMMON STOCKS

Rosert S, Hamana*

I. InTrRODUCTION

ONLY RECENTLY has there been an interest in relating the issues historically
associated with corporation finance to those historically associated with invest-
ment and portfolic analyses. In fact, rigorous theoretical attempts in this
direction were made only since the capital asset pricing model of Sharpe [13],
Lintner [6], and Mossin [11], itself an extension of the Markowitz [7]
portfolio theory. This study is one of the first empirical works consciously
attempting to show and test the relationships between the two fields. In addi.
tion, differences in the observed systematic or nondiversifiable risk of common
stocks, B, have never really been analyzed before by investigating some of the
underlying differences in the firms.

In the capital asset pricing model, it was demonstrated that the efficient set
of portfolios to any individual investor will always be some combination of lend-
ing at the risk-free rate and the “market portfolio,” or borrowing at the risk-
free rate and the “market portfolio.,” At the same time, the Modigliani and
Miller (MM) propositions [9, 10] on the effect of corporate leverage are well
known to the students of corporation finance, In order for their propositions
to hold, personal leverage is required to be a perfect substitute for corporate
leverage. If this is true, then corporate borrowing could substitute for personal
borrowing in the capital asset pricing model as well.

Both in the pricing model and the MM theory, borrowing, from whatever
source, while maintaining a fixed amount of equity, increases the risk to the
investor. Therefore, in the mean-standard deviation version of the capital
asset pricing model, the covariance of the asset’s rate of return with the market
portiolio’s rate of return (which measures the nondiversifiable risk of the
asset——the proxy P will be used to measure this) should be greater for the stock
of a firm with a higher debt-equity ratio than for the stock of another firm in
the same risk-class with a lower debt-equity ratio.

This study, then, has a number of purposes. First, we shall attempt to link
empirically corporation finance issues with portfolio and security analyses
through the effect of a firm’s leverage on the systematic risk of its common

* Graduate School of Business, University of Chicago, currently visiting at the Graduate School
of Business Administration, University of Washington, The research assistance of Christine Thomas
and Leon Tsao is gratefully acknewledged. This paper has benefited from the comments made at the
Finance Workshop at the University of Chicago, and especially those made by Eugene Fama. Re-
‘maining errors are due solely to the author.

1. This very quick summary of the theoretical relatiouship between what is known as corporation
finance and the modern investment and portfelio analyses centered around the capital asset pricing
model is more thoroughly presented in [5], along with the necessary assumptions required for this
relationship.
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stock. Then, we shall attempt to test the MM theory, or at least provide an~
other piece of evidence on this long-standing controversial issue, This test will
not rely on an explicit valuation model, such as the MM study of the electric
utility industry [8] and the Brown study of the railroad industry [2]. A
procedure using systematic risk measures (§ s) has been worked out in this
paper for this purpose.

If the MM theory is validated by this procedure, then the final purpose of
this study is to demonstrate a method for estimating the cost of capital of indi-
vidual firms to be used by them for scale-changing or nondiversifying invest-
ment projects. The primary component of any firm’s cost of capital is the
capitalization rate for the firm if the firm had no debt and preferred stock in
its capital structure. Since most firms do have fixed commitment obligations,
this capitalization rate (we shall call it E(R,); MM denote it p7) is unobserv-
able. But if the MM theory and the capital asset pricing model are correct,
then it is possible to estimate E(R,) from the systematic risk approach for
individual firms, even if these firms are members of a one-firm risk-class.?

With this statement of the purposes for this study, we shall, in Section II,
" discuss the alternative general procedures that are possible for estimating the
effect of leverage on systematic risk and select the most feasible ones. The results
are presented in Section 111, And finally, tests of the MM versus the traditional
theories of corporation finance are presented in Section 1V,

II. Somr PossiBLr PROCEDURES AND THE
SELECTED ESTIMATING RELATIONSHIPS

There are at least four general procedures that can be used to estimate
the effect of the firm’s capital structure on the systematic risk of common
stocks. The first is the MM valuation model approach. By estimating p7 with
an explicit valuation model as they have for the electric utility industry, it is
possible to relate this p” with the use of the capital asset pricing model to a
nonleveraged systematic risk measure, ,f. Then the difference between the
observed common stock’s systematic risk {which we shall denote pf) and .8
would be due solely to leverage. But the difficulties of this approach for all
firms are many.

The MM valuation model approach requires the specification, in advance, of
risk-classes. All firms in a risk-class are then assumed to have the same p™—the
capitalization rate for an all-common equity firm. Unfortunately, there must
be enough firms in a risk-class so that a cross-section analysis will yield
statistically significant coefficients. There may not be many more risk-classes
(with enough observations) now that the electric utility and railroad industries
have been studied. In addition, the MM approach requires estimating expected
asset earnings and estimating the capitalized growth potential implicit in stock
prices. If it is possible to consider growth and expected earnings without having

2. It is, in fact, this last purpose of making applicable and practical some of the implications of
the capital asset pricing model for corporation finance izstes that provided the initial motivation for
this paper, In this context, if one is familiar with the fair rate of return literature for regulated
utilities, for example, an industry where debt is o prevalent, adjusting correctly for leverage is not
frequently done and can be very ceitieal,
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to specify their exact magnitude at a specific point in time, considerable dif-
ficulty and possible measurement errors will be avoided.

‘The second approach is to run a regression between the observed systematic
risk of a stock and a number of accounting and leverage variables in an attempt
to explain this observed systematic risk. Unfortunately, without a theory, we
do not know which variables to include and which variables to exclude and
whether the relationship is linear, multiplicative, exponential, curvilinear, etc.
Therefore, this method will also not be used.

A third approach is to measure the systematic risk before and after a new
debt issue. The difference can then be attributed to the debt issue directly. An
attractive feature of this procedure is that a good estimate of the market value
of the incremental debt issue can be obtained. A number of disadvantages, un-
fortunately, are associated with this direct approach. The difference in the
systematic risk may be due not only to the additional debt, but also to the
reason the debt was issued. It may be used to finance a new investment project,
in which case the project’s characteristics will also be reflected in the new
systematic risk measure. In addition, the new debt issue may have been
anticipated by the market if the firm bhad some long-run target leverage ratio
which this issue will help maintain; conversely, the market may not fully
consider the new debt issue if it believes the increase in leverage is only
temporary. For these reasons, this seemingly attractive procedure will not be
employed.

The last approach, which will be used in this study, is to assume the validity
of the MM theory from the outset. Then the observed rate of return of a stock
can be adjusted to what it would kave been over the same time period had the
firm no debt and preferred stock in its capital structure. The difference between
the observed systematic risk, 5P, and the systematic risk for this adjusted rate
of return time series, ,B, can be attributed to leverage, if the MM theory is
correct. The final step, then, is to test the MM theory.

To discuss this more specifically, consider the following relationship for the
dollar return to the common shareholder from periodt — 1 fo t:

(X —ID)(l — 1) — pe+ AGy = dy + cg (1

where X, represents earnings before taxes, interest, and preferred dividends
and is assumed to be unaffected by fixed commitment obligations; I, represents
interest and other fixed charges paid during the period; v is the corporation
income tax rate; p, is the preferred dividends paid; AG, represents the change
in capitalized growth over the period; and d, and cg, are common shareholder
dividends and capital gains during the period, respectively.

Equation (1) relates the corporation finance types of variables with the
market holding period return important to the investors. The first term on the
left-hand-side of (1) is profits after taxes and after interest which is the
earnings the common and preferred shareholders receive on their investment
for the period. Subtracting out p, leaves us with the earnings the common
shareholder would receive from currently-held assets.

To this must be added any change in capitalized growth since we are trying
to explain the common shareholder’s market holding period dollar return, AG,
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must be added for growth firms to the current period’s profits from existing
assets since capitalized growth opportunities of the firm—future earnings from
new assets over and above the firm’s cost of capital which are already reflected
in the stock price at (t — 1)—should change over the period and would accrue
to the common shareholder. Assuming shareholders at the start of the period
estimated these growth opportunities on average correctly, the expected value
of AG, would not be zero, but should be positive. For example, consider growth
opportunities five years from now which yield more than the going rate of
return and are reflected in today’s stock price. These growth opportunities will
become one year closer to fruition at time t than at time t— 1 so that their
present value would become larger. AG, then represents this increase in the
present value of these future opportunities simply because it is now four years
away rather than five®
Since the systematic risk of a common stock is:

cov (Rgt, RMt)
o?(Ru,)

where Ry, is the common sharebolder’s rate of return and Ry, is the rate of
return on the market portfolio, then substitution of (1) into (2) yields:

[(Xml)(i-—'v)tmpt+AGt ]
cov s Rar,
Sg,—y
o?(Ry,)
where Sp, , denotes the market value of the common stock at the beginning
of the period.

The systematic risk for the same firm over the same period if there were no
debt and preferred stock in its capital structure is:

(2)

BpP =<

Bﬁ — (Za)

_ cov(Ra,, Ra,)
- i ( RM t)

- [ X1 -—':)t—}»-AGt’_RMt]

Sag
= e 3)
o (RMg)
where R,, and S,, , represent the rate of return and the market value, respec-
tively, to the common shareholder if the firm had no debt and preferred stock.
From (3), we can obtain:

A

(1 — 1)+ AG, R
BSa, = cov [X( 022:3: t Bag,] (3a)

3. Continual awareness of the difficulties of estimating capitalized growth, or changes in growth,
especially in conjunction with leverage considerations, for purposes such as valuation or cost of
capital i3 a characteristic common to students of corporation finance. This is the reason for the
emphasis on growth in this paper and for presenting a method to neutralize for differences in growth
when comparing rates of return.
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Next, by expanding and rearranging (2a), we have:
cov [X(1 —1)e -+ AGy, Rag, ] cov [I(1 — 1)y, Ry,]  cov (De, Rugy)
o?(Ruy,) 0*(Ruy,) o*(Ruy,)
(2b)

If we assume as an empirical approximation that interest and preferred

dividends have negligible covariance with the market, at least relative to the

(pure equity) common stock’s covariance, then substitution of the LHS of

(3a) into the RHS of (2b) yields:*

8PSa,.; = #ﬁsh—q ' (4)

5PSm,_, =

or

Ss
aBp= ( g ) e (4a)
R b |
Because S,, ,, the market value of common stock if the firm had no debt
and preferred stock, is not observable since most firms do have debt and/or
preferred stock, a theory is required in order to measure what this quantity
would kave been at t— 1. The MM theory [10] will be employed for this
purpose, that is:
Sap_y = (V—1D) i1 (5)

Equation (5) indicates that if the Federal government tax subsidy for debt
financing, D), where D is the market value of debt, is subtracted from the
observed market value of the firm, V,_; (where V,_; is the sum of S, D and
the observed market value of preferred), then the market value of an un-
leveraged firm is obtained. Underlying (5) is the assumption that the firm is
near its target leverage ratio so that no more or no less debt subsidy is capital-
ized already into the observed stock price. The conditions under which this
MM relationship hold are discussed carefully in [4].

It is at this point that problems in obtaining satisfactory estimates of ,f
develop, since (4) theoretically holds only for the next period. As a practical
matter, the accepted, and seemingly acceptable, method of obtaining estimates
of a stock’s systematic risk, 4B, is to run a least squares regression between a
stock’s and market portfolio’s Zistorical rates of return, Using past data for 0,
it is not clear which period’s ratio of market values to apply in (4a) to estimate
the firm’s systematic risk, ,8. There would be no problem if the market value
ratios of debt to equity and preferred stock to equity remained relatively stable
over the past for each firm, but a cursory look at these data reveals that this is
not true for the large majority of firms in our sample. Should we use the market
value ratio required in (4a) that was observed at the start of our regression
period, at the end of our regression period, or some kind of average over the
period? In addition, since these different observed ratios will give us different
estimates for ,B, it is not clear, without some criterion, how we should select
from among the various estimates,

4, This general method of arriving at (4) was suggested by the comments of William Sharpe, one
of the discussants of this paper st the annual meeting. A much more cumbersome and less peneral
derivation of (4) was in the earlier version.
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It is for this purpose——to obtain a standard—that a more cumbersome and
more data demanding approach to obtain estimates of ,B is suggested. Given the
large fluctuations in market leverage ratios, intuitively it would appear that the
firm's risk is more stable than the common steck’s risk. In that event, a
leverage-free rate of return time series for each firm should be derived and the
market model applied to this time series directly. In this manner, the beta
coefficient would give us a direct estimate of ,8 which can then be used as a
criterion to determine if any of the market value ratios discussed above can be
applied to (4a) successfully.

For this purpose, the “would-have-been” rate of return for the common
stock if the firm had no debt and preferred is:

Xi(1 — v)u+ AG

SAt—1

Ry = (6)

The numerator of (6) can be rearranged to be:
Xe(l — )1 +AG = [{(X —I)(1 — t)t —pt + AGe] - pe -+ Te{l — ).
Substituting (1):
Xe(1 — 1) -+ AGy = [de +cge] - pet Tl — ).
Therefore, (6) can be written as:
o Gt tpet Tl —1)e
Sagmq

Since S,, , is unchservable for the firms with leverage, the MM theory,
equation (5), will be employed; then:

R, = dg - cge - pe - 1e(1 "'"T)t.

Ry

(7)

t

A (8)
* (V— D)z
The observed rate of return on the common stock is, of course:
—D)(l — 1) — pr -+ AG
Ry, = (X —T)o( T)e— Pt t_ dt+cgt. (9)

Sy Spi-1

Equation (8) is the rate of return to the common shareholder of the same
firm and over the same period of time as (9). However, in (8) there are the
underlying assumptions that the firm never had any debt and preferred stock
and that the MM theory is correct; (9) incorporates the éxact amount of debt
and preferred stock that the firm actually did have over this time period and
no leverage assumption is being made. Both (8) and (9) are now in forms
where they can be measured with available data. One can note that it is un-
necessary to estimate the change in growth, or earnings from current assets,
since these should be captured in the market holding period return, d, cg..

Using CRSP data for {9) and both CRSP and Compustat data for the com-
ponents of (8), a time series of yearly R,, and Ry, for t== 1948-1967 were
derived for 304 different firms. These 304 firms represent an exhaustive sample
of the firms with complete data on both tapes for all the years.
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A number of “market model” [1, 12] variants were then applied to these
data. For each of the 304 firms, the following regressions were run:

Rase = a% + 4By Rypy + a6 (102}
Rae = 5% + 0By Ry, + 0 ~(10b)
In(1 4 Rae) == a0t - acfi In(2 4 Ry} 4 acee {10c)
In(1 -- Rpse) = not - nefy In(1 4 Ruy,) - nosse (10d)
i=1,2,...,304
t == 1948-1967

where Ry, is the observed NYSE arithmetic stock market rate of return with
dividends reinvested, o, and P, are constants for each firm-regression, and the
usual conditions are assumed for the properties of the disturbance terms, «.
Equations (10c) and (10d) are the continuously-compounded rate of return
versions of (10a) and (10b), respectively.®

III. Tue Resurnrs

An abbreviated table of the regression results for each of the four variants,
"equations (10a)-(10d), summarized across the 304 firms is shown in Table 1.

The first column designated “mean” is the average of the statistic (indicated
by the rows) over all 304 firms, Therefore, the mean ,& of 0.0221 is the inter-
cept term of equation (10a) averaged over 304 different firm-regressions. The
second and third columns give the deviation measures indicated, of the 304
point estimates of, say, ,& The mean standard error of estimate in the last
column is the average over 304 firms of the individual standard errvors of
estimate.

The major conclusion drawn from Table 1 is the following mean p com-
parisons:

A
8 > aB,1e,09100 > 0.7030
2B > ach, i, 0.9183 > 0.7263.

The directional results of these betas, assuming the validity of the MM
theory, are not imperceptible and clearly are not negligible differences from the
investor’s point of view, This is obtained in spite of all the measurement and
data problems associated with estimating a time series of the RHS of (8) for

5. Because the Ry used in equations (10} is defined as the observed stock market return, and

since adjusting for capital structure is the major purpose of this exercise, it was decided that the
same four regressions should be replicated on a leverage-adjusted stock market rate of return. The
major reason for this additional adjustment is the belief that the rates of return over time and their
relationship with the market are more stable when we can abstract from all changes in leverage and
get at the underlying risk of all firms,

For the 221 firms (out of the total 304) whose fiscal years coincide with the calendar year, aver-
age values for the components of the RES of (3) were obtained for each year so that RM‘: could be

adjusted in the same way as for the individual firms—a yeatly time series of stock market rates of
return, if all the firms on the NVSE had no debt and no preferred in their capital structure, was
derived, The results, when using this adjusted market portfolio rate of return time series, were not
very different from the results of equations (10}, and so will not be reported hers separately.
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TABLE 1
Sumirary RESULTS oveRr 304 Frmus oF Eouations (10a2)-(10d)

Mean Standard
Mean Absolute Standard Error of
Mean Deviation* Deviation Estimate
A8 0.0221 0.0431 0.0537 0,0558
B 0.7030 0.2660 0.3485 0.2130
AR? 0.3799 0.1577 0.1896
AP 0.0314
ad 0.0187 0.0571 0.0714 0.0720
Bl 0.9100 0.3550 0.4478 0.2746
sR? 0.3864 0.1578 0.1905
np 0.0281
408 0.0058 0.0427 0.0535 0.0461
AcB 0.7263 0.2700 0.3442 0.2081
Aoﬁﬂ 0.3933 0.1586 0.1909
Ach 0.0268
noft —0.0052 0.0580 0.0729 0.0574
cb 0.9183 . 03426 04216 0.2591
nolk? 04012 0,1602 0.1922
Bop ' 0.0262
N
Z b — 5]
¥ Defined as: —iﬁfnﬁ—-m-—, where N = 304. i == first order serial correlation cocfficlent,

each firm. One of the reasons for the “traditional” theory position on leverage
is precisely this point—that small and reasonable amounts of leverage cannot
be discerned by the market. In fact, if the MM theory is correct, leverage has
explained as much as, roughly, 21 to 24 per cent of the value of the mean p.

We can also note that if the covariance between the asset and market rates of
return, as well as the market variance, was constant over time, then the system-
atic risk from the market model is related to the expected rate of return by
the capital asset pricing model. That is:

E(Rs,) = Ry, + sB[E(Ru,) — Ry,  (i1a)
E(Rnt) - RF; + Bﬂ [E(Rﬂt) - RB‘t] (llb)

Equation (11a) indicates the relationship between the expected rate of return
for the common stock shareholder of a debt-free and preferred-free firm, to
the systematic risk, ,B, as obtained in regressions (10a) or (10c). The LHS of
(11a) is the important pv for the MM cost of capital. The MM theory [9, 10}
also predicts that shareholder expected yield must be higher (for the same real
firm) when the firm has debt than when it does not. Financial risk is greater,
therefore, shareholders require more expected return, Thus, E(Rz,) must be
greater than E(R,,). In order for this MM prediction to be true, from (11a)
and (11b) it can be observed that B must be greater than ,B, which is what we
obtained.

Using the results underlying Table 1, namely the firm and stock betas, as the
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criterion for selecting among the possible observed market value ratios that can
be used, if any, for (4), the following cross-section regressions were run:

(sB)i== 21 -+ by '—S-;- )1 +us i=1,2,...,102 (12a)

Sy
Bﬁ +1’l3; i:l, 2,...,102 (138.)
A i

(&
(ncﬁ)lﬂaz-{-bz( 2: mﬂ) duy  i=1,2,...,102 (12b)
(=

(.Aﬁ)t == ag -} ba

S
(Agﬁ)iﬂh-g—b;( Sj ggﬁ)**l—u‘u im},z,...,loz (ISb)

Because the preferred stock market values were not as reliable as debt, only
the 102 firms (out of 304) that did not have preferred in any of the years were
used. The test for the adequacy of this alternative approach, equation (4), to
adjust the systematic risk of common stocks for the underlying firm’s capital
structure, is whether the intercept term, a, is equal to zero, and the slope co-
efficient, b, is equal to one in the above regressions (as well as, of cotirse, a high
R*)~~these requirements are implied by (4). The results of this test would
also indicate whether future “market model” studies that only use common
stock rates of return without adjusting, or even noting, for the firm's debt-
equity ratio will be adequate. The total firm’s systematic risk may be stable
(as long as the firm stays in the same risk-class), whereas the common stock’s
systematic risk may not be stable merely because of unanticipated capital
structure changes—the data underlying Table 3 indicate that there were very
few firms which did not have major changes in their capital structure over the
twenty years studied.

The results of these regressions, when using the average S, and average S;
over the twenty years for each firm, are shown in the first column panel of
Table 2. These regressions were then replicated twice, first using the December
31, 1947 values of S, and Sy, instead of the twenty-year average for each firm,
and then substituting the December 31, 1966 values of Sy, and Sy, for the 1947
values. These results are in the second and third panels of Table 2.°

From the first panel of Table 2, it appears that this alternative approach
via (4a) for adjusting the systematic risk for the firm’s leverage is quite

6. ‘The point should be made that we are not merely regressing a variable on itself in (12) and
(13). (12a) and (12h) can be interpreted as correlating the 5B, obtained from (10b) and (10d)—the
LHS variable in (122) and (12b)-—-against the B, obtained from rearranging (4)-the RES variable
in (12a) and (12b)—+o determine whether the use of (4) iz as good a means of obtaining »f, as
the direct way via the equations (10). We would be regressing a variable on itself only if the B,
were caleulated using (4a), and then the ,8, thus obtained, inserted into (12a) and (12b).

Instead, we are obtaining 4B, using the MM model in each of the twenty years so that a leverage-
adjusted 20 vear time series of RA is derived. Of course, if there were no data nor measurement
problems, and if the debt-to-equity ratw were perfecﬂy stable over this twenty year period for each
firm, then we should obtain perfect correlation in {12a) and (12b), witha == O and b = 1, as (4)
would be an identity.
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satisfactory (at least with respect to our sample of firms and years) only if
long-run averages of S, and Sg are used. The second and third panels indicate
that the equations (8) and (10) procedure is markedly superior when only
one year’s market value ratio is used as the adjustment factor. The annual
debt-to-equity ratio is much too unstable for this latter procedure.

Thus, when forecasting systematic risk is the primary objective—for example,
for portfolio decisions or for estimating the firm’s cost of capital to apply to
prospective projects—a long-run forecasted leverage adjustment is required.
Assuming the firm’s risk is more stable than the common stock’s risk,” and
if there is some reason to believe that a better forecast of the firm’s future
leverage can be obtained than using simply a past year’s (or an average of
past years’) leverage, it should be possible to improve the usual extrapolation
forecast of a stock’s systematic risk by forecasting the total firm’s systematic
risk first, and then using the independent leverage estimate as an adjustment.

IV. ‘TEsts or rEE MM vs. TRADITIONAL THEORIES OF CORPORATION FINANCE

To determine if the difference, zf — 48, found in this study is indeed the
correct effect of leverage, some confirmation of the MM theory (since it was
assumed fo be correct up to this point) from the systematic risk approach is
needed. Since a direct test by this approach seems impossible, an indirect,
inferential test is suggested.

The MM theory [9, 10] predicts that for firms in the same risk-class,
the capitalization rate if all the firms were financed with only common equity,
E(Ry4), would be the same-—regardless of the actual amount of debt and
preferred each individual firm had. This would imply, from (11a), that if
E(R,) must be the same for all firms in a risk-class, so must ,8. And if these
firms had different ratios of fixed commitment obligations to common equity,
this difference in financial risk would cause their observed »Ps to be different.

The major competing theory of corporation finance is what is now known
as the “traditional theory,” which has contrary implications. This theory
predicts that the capitalization rate for common equity, E(Ry), (sometimes
called the required or expected stock yield, or expected earnings-price ratio)
is constant, as debt is increased, up to some critical leverage point (this point
being a function of gambler’s ruin and bankruptcy costs).® The clear implica-
tion of this constant, horizontal, equity yield (or their initial downward
sloping cost of capital curve) is that changes in market or covariability risk
are assumed not to be discernible to the shareholders as debt is increased.
‘Then the traditional theory is saying that the zPs, a measure of this covari-
ability risk, would be the same for all firms in a given risk-class irregardless
of differences in leverage, as long as the critical leverage point is not reached,

Since there will always be unavoidable errors in estimating the f's of indi-

7. A faint, but possible, empirical indication of this point may be obtained from Tazble 1. The
ratio of the mean point estimate o the mean standard error of estimate is less for the firm §§ than
for the stock B in hoth the discrete and continuously compounded cases,

8. 'This interpretation of the traditional theory can be found in [9, especially their figure 2, page

275, and their equation (13) and footrnote 24 where reference is made to Durand and Graham and
Dodd].
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vidual firms and in specifying a risk-class, we would not expect to find a set
of firms with identical systematic risk. But by specifying reasonable a priori
risk-classes, if the individual firms had closer or less scattered ,fis than xfis,
then this would support the MM theory and contradict the traditional theory.
If, instead, the nfis were not discernibly more diverse than the ,fs, and the
leverage ratio differed considerably among firms, then this would indicate
support for the traditional theory.?

In order to test this implication, risk-classes must be first specified. The
SEC two-digit industry classification was used for this purpose. Requiring
enough firms for statistical reasons in any given industry, nine risk-classes
were specified that had at least 13 firms; these nine classes are listed in Table
3 with their various leverage ratios.’® It is clear from this table that our first
requirement is met-—that there is a considerable range of leverage ratios
among firms in a risk-class and also over the twenty-year period,

Three tests will be performed to distinguish between the MM and traditional
theories. The first is simply to calculate the standard deviation of the un-
biased P estimates in a risk-class. The second is a chi-square test of the dis-
tribution of #'s in an industry compared to the distribution of the f’s in the
total sample. Finally, an analysis of variance test on the estimated variance
of the f’s between industries, as opposed to within industries, is performed.
In all tests, only the point estimate of B (which should be unbiased) for each
stock and firm is used.®

The first test is reported in Table 4. If we compare the standard deviation
of 4of with the standard deviation of pcf by industries (or risk-classes), we
can note that o(4cB) is less than o(zB) for eight out of the nine classes. The
probability of obtaining this is only 0.0195, given a 50% probability that
6(4B) can be larger or smaller than o(zcB). These results indicate that the
systematic risk of the firms in a given risk-class, if they were all financed
only with common equity, is much less diverse than their observed stock’s
-systematic risk. This supports the MM theory, at least in contrast to the
traditional theory.'*

9. The traditional theory also implies that E(R,) is equal to E(Rg) for all firms. Unfortunately,
we do not have a functional relationship betweeh these traditional theory capitalization rates and the
measured fs of this study. Cleatly, since the ,fs were obtained assuming the validity of the MM
theery, they would not be applicable for the traditional theory. In fact, no relationship between
the 4B and B for a given firm, or for firms in a given risk-class, can be specified as was done for the
capitalization rates. '

10. The tenth larpest industry had only eight firms, For our purpose of t'tasting the uniformity of
firm Ps relative fo stock fs within a risk-class, the use of the two-digit industry classification as a
proxy does not seem as critical as, for instance, its use for the purpose of performing an MM valua-
tion model study [8] wherein the p7 must be pre-specified to be exactly the same for all firms in the
industry.

11, Since these fis are estimated in the market model regressions with error, precise testing should
incorporate the errors in the B estimation. Unfortunately, to do this is extremely difficult and more
importantly, requires the normality assumption for the market model disturbance term. Since there
is considerable evidence that is contrary to this required assumption [see 3], our tests will ipnore the
f measurement error entirely. But ignoring this is partially corrected in our first and third tests since
means and varlances of these point estimate Bs must be caleulated, and this procedure will *average
out” the individual measurement errors by the factor 1/N.

12. Of course, there could always be another theory, as yet not formulsted, which could he even
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TABLE 4
Meax anp Sranparp Deviation or Inpusiry B's

Industry Number
Number Industry of Firms AB B ach Bod
20 Food & Kindred 30 Mean 0.515 0.815 0.528 0.806
Products o(f) 0.232 0448 0.227 0.424
28 Chemicals & 30 Mean p 0.747 0.928 0.783 0.946
Allied a(B) 0.237 0.391 0.216 0.329
Products
29 Petroleum & 18 Mean 0.633 0.747 0.656 0.756
Coal Products (@) 0,144 0.1823 0.148 0.176
33 Primary Metals 21 Mean 3 1.036 1.399 1,106 1.436
o(f) 0.223 0.272 0.197 0.268
35 Machinery, 28 Mean B 0.878 1.037 0.917 1068
except a(B) 0.262 0.240 0.271 0.259
Electrical

36 Electrical 13 Mean B 0.940 1.234 0.951 1,164
Machinery o(p) 0.320 0.503 0.283 0.363

and Equipment .
37 Transportation 24 Mean § 0.860 1.062 0.875 1.048
Equipment o(p) 0.225 0.313 0.225 0.289
49 Utilities 27 Mean J 0.160 0.255 0.166 0.254
a(B) 0.086 0.133 0.098 0.147
53 Department 17 Mean § 0.652 0.901 0.692 0.923
Stores, etc. o(p) 0.187 0.282 0.198 0.279

Our second test, the chi-square test, requires us to rank our 300 ,fs into
ten equal categories, each with 30 ,fs (four miscellaneous firms were taken
out randomly). By noting the value of the highest and lowest ,8 for each of
the ten categories, a distribution of the number of ,fs in each category, by
risk-class, can be obtained. This was then repeated for the other three betas.
To test whether the distribution for each of the four f’s and for each of the
risk-classes follows the expected uniform distribution, a chi-square test was
. performed.”®

Even with just casual inspection of these distributions of the betas by
risk-class, it is clear that two industries, primary metals and utilities, are so
highly skewed that they greatly exaggerate our results.’* Eliminating these

more strongly supported than the MM theory. If we compare o(,B) to o(gB) by risk-classes in
Table 4, precisely the same results are obtained as those reported above for the continnously.com-
pounded betas.

13. By risk-classes, seven of the nine chi-square values of 4B are larger than these of »B, as are
eight out of nine for the continuously-compounded betas. This would eccur by chance with prob-
ahilities of 0.0898 and 0.0198, respectively, if there were a 509 chance that either the firm or stock
chi-square value could be larger. Nevertheless, if we inspect the individual chi-square values by risk-
class, we note that most of them are large so that the probabilities of obtaining these values are
highly uniikely. For all four fis, the distributions for most of the risk-classes are nonuniform.

14, Primary metals have extremely large betas; utifities have extremely smail betas.
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two industries, and also two miscellaneous firms so that an even 250 firms are
in the sample, new upper and lower values of the §’s were obtained for each
of the ten class intervals and for each of the four {’s,

In Table 5, the chi-square values are presented; for the total of all risk-
classes, the probability of obtaining a chi-square value less than 120,63 is
over 99.95% (for 4B), whereas the probability of obtaining a chi-square value
less than 99.75 is between 99.5% and 99.9% (for gB). More sharply contrast-
ing results are obtained when ,f is compared to pcB. For ,f8, the probability
of obtaining less than 128.47 is over 99.95%, whereas for »f, the probability
of obtaining less than 78.65 is only 90.0%. By abstracting from financial
risk, the underlying systematic risk is much less scattered when grouped into
risk-classes than when leverage is assumed not to affect the systematic risk.
The null hypothesis that the s in a risk-class come from the same distribution
as all P's is rejected for ,oB, but not for acff (at the 90% level). Although this,
in itself, does not tell us kzow a risk-class differs from the total market, an
inspection of the distributions, of the betas by risk-class underlying Table 5
does indicate more clustering of the ,s than the ucBs so that the MM theory
is again favored over the traditional theory.

The analysis of variance test is our last comparison of the implications of
the two theories. The ratio of the estimated variance between industries to the
estimated variance within the industries (the F-statistic) when the seven

TABLE §
Cur-Souare REsuLts ¥orR ALL B's Axp ALL INDUSTRIES
(Excerr Utmirries AND Primary METALS)

Industry AB b Acﬂ BOB
Food and Chi-Square 18.67 11.33 26.00 9.33
Kindred Ply2 L }x= 05-97.5% 70-75% 99.5-09.99, 50-609%,
Chemicals Chi-Square 9.33 10.67 12.00 7.33
Py <}= 50-60% 60-709% 75-80% 30-40%,
Petroleum Chi-Square 17.56 25.33 18.67 22,00
P{yt<}= " 095.97.5%  99.5-99.9% 95-97.5%  99-99.5%
Machinery Chi-Square 19.14 12,00 24.86 9.14
: P{p<)= 97.5-98% 75-809% 99.5-99.9% 50-60%
Electrical Chi-Square 13.92 7.77 12.38 931
Machinery P{pp<}= 80-90%% 40-509% 80-90% 50-609%
Transportation Chi-Square 15.17 16.83 13.50 6.83
Equipment P{@?<}= 90-95% 90-95%, 80-90% 30-40%
Dep't Stores Chi-Square 14.18 3.59 14.18 3,59
P{gt<}= £0-90% 5-10% 80-90% 5.109%
Miscellaneous Chi-Square 12.67 12.22 6.89 11,11
P{y*<}= 80-90% 80-90% 30-40% 70-15%
Total Chi-Square 120.63 99.75 12847 78.65
P{y2<}=  over99.05% 99.5-99.90% over 99.95% 90.0%

* Example: P{x2 < 18,67} == 95-97.5% for 9 degrees of freedom.
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industries are considered (again, the two obviously skewed industries, primary
metals and utilities, were eliminated) is less for zf (F = 3.90) than for .8
(F=19.99), and less for pcf (F=4.18) than for ,f8 (F=10.83). The
probability of obtaining these F-statistics for ,f and ,¢f is less than 0.001, but
for B and a8 greater than or equal to 0,001, These results are consistent mth
the results obtained from our two previous tests, The MM theory is more
compatible with the data than the traditional theory’®

V. CoNcLusioNs

This study attempted to tie together some of the notions associated Wlth
the field of corporation finance with those associated with security and portfolio
analyses. Specifically, if the MM corporate tax leverage propositions are
correct, then approximately 21 to 24% of the observed systematic risk of
common stocks (when averaged over 304 firms) can be explained merely by
the added financial risk taken on by the underlying firm with its use of debt
and preferred stock. Corporate leverage does count considerably,

To determine whether the MM theory is correct, a number of tests on a
contrasting implication of the MM and “traditional” theories of corporation
finance were performed. The data confirmed MM’s position, at least vis-a-vis
our interpretation of the traditional theory’s position. This should provide
another piece of evidence on this controversial topic.

Finally, if the MM theory and the capital asset pricing model are correct,
and if the adjustments made in equations (8) or (4a) result in accurate
measures of the systematic risk of a leverage-free firm, the possibility is
greater, without resorting to a fullblown risk-class study of the type MM did

for the electric utility industry [8], of estimating the cost of capital for indi-
vidual firms.
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Attorney General Data Request Set 1
Question No. 99
Columbia Gas of Kentucky Respondent. P.R. Moul

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 2007-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED APRIL 10, 2007

Question No. 99
The questions in this section refer to the testimony of Paul R. Moul:

With reference to page 48, lines 4-21, Attachment PRM-13, and Appendix |,
please (1) list all regulatory cases (by name, docket number, and filing date} in which Mr.
Moul has provided rate of return testimony and proposed his CAPM-beta adjustment
procedure, (2) indicate all cases (by name, docket number, and date), which a
regulatory commission has adopted Mr. Moul's proposed CAPM-beta adjustment
procedure in arriving at an overall rate of return, and (3) provide copies of the ‘Rate of
Return’ section of the Commission’s decisions for all cases in which a regulatory
commission has adopted the adjusiment.

Response of Columbia Gas of Kentucky:

(1) The first testimony that Mr. Moul offered where he compared the financial risk
of the market capitalization to the book capitalization was Appalachian Power
Company (Case No. 05-1278-E-PC-PW-42T). He has proposed this
adjustment in all subsequent cases where it was warranted. The three most
recent such cases filed prior to Columbia of Kentucky were Indiana-American
Water Company {Cause No. 43187), Duquesne Light Company (Docket No.
EL06-109-000 and ER06-1549-000), and Chesapeake Utilities Corporation
(Case No. 9062).

(2) and (3)

Please refer to the attachment to the response to AG 93. In these orders, the
Pennsylvania Public Utility Commission (“PPUC") used the same type of
leverage adjustment as proposed here. However, the PPUC uses DCF to set
the cost of equity and does not specifically cite its return in the context of the
CAPM.






Attorney General Data Request Set 1
Question No. 100
Columbia Gas of Kentucky Respondent: P.R. Moul

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 2007-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED APRIL 10, 2007

Question No. 100
The questions in this section refer to the testimony of Paul R, Moul:

With reference to page 50, lines 7-23, please (1) provide copies of the SBBI
document that forms the basis for the small capitalization adjustment of 1.02%, (2)
provide all data, work papers, source document, and calculations used in determining in
the size adjusiment of 1.02%. Please provide the data in hard copy and electronic
formats (Microsoft Excel), with all data and equations left intact. In addition, please
indicate the source of the data.

Response of Columbia Gas of Kentucky:

1) The requested document is atfached.

2) Please refer to the Excel spreadsheet that is attached. The source of the data is
each company's annual report/SEC Form 10-K, which can be obtained from the
website of each company.
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Firm Size and Return

Size of the Deciles

Table 7-§ reveals that most of the market value of the stocks listed on the NYSE/AMEX/NASDAQ
is represented by the top three deciles. Approximately two-thirds of the value is represented by the
first decile, which currently consists of 169 stocks. The smallest decile represents just over one
percent of the market value of the NYSE/AMEX/NASDAQ. The data in the second column of Table
7-5 are averages across all 80 years. Of course, the proportions represented by the various deciles
vary from year to year.

In columns three and four are the number of companies and market capitalization, These
present a snapshot of the structure of the deciles near the end of 2005,

The lower portion of Table 7-5 shows the largest firm in each decile and its market
capitalization.

Ibbotson Associates 139




Chapter 7

Table 7-5
Size-Decile Portfolios of the NYSE/AMEX/NASDAQ:
Bounds, Size, and Composition
from 1926 to 2005

Historicat Average Recent Decile Recent Parcentage

Parcentage of Recent Number of  Market Capitallzation of Total

Decile Total Gapitalization Companies {in thousands} Capitalization
1-Largest 63.29% 169 %8,868,801,117 60.62%
2 13.97% 182 2,025,323,885 13.91%
3 T.87% 195 1,074,448,763 7.38%
4 4.74% 208 656,297,080 4.51%
5 3.24% 207 452,329,007 3.11%
B 237% 238 380,595,517 2.68%
7 1.73% 208 319,642,175 2.20%
8 1.26% 352 287,783,718 1.98%
2 0.99% 693 268,738,201 1.86%
10-Smallest ¢.81% 1,748 216,334,858 1.48%
Mid-Cap 3-5 15.55% 608 2,183,074,940 14,89%
Low-Cap 8-8 5.39%% 889 997,021,410 8,85%
Micro-Cap 9-10 1.80% 2,439 485,073,149 3.33%

Souwrce: Center for Research In Security Prices, University of Chicago.

Historical averags percentage of total capitalization shows the average, over the last 80 years, of tha declle market values
as a peccentage of the total NYSE/AMEX/NASDAQ calcutated each month. Number of companles i deciles, recent market
capilaiization of deciles and racent pereentage of total capilalization are as of September 30, 2005,

Recent Market
Capitalization

Decile {in thousands} Company Name
1-Largest §367 495,144 Generat Electric Co.

2 16,016,450 Entergy Corp.

3 7,187,244 Chesapeake Energy Corp.
4 3,861,425 Balt Corp.

5 2,519,280 Celenese Corp.

3] 1,728,888 AGCO Comp.

7 1,280,966 ESGO Technologies Inc,

8 872,103 West Pharmaceutical Services inc.
9 566,303 General Cabls Corp.
10-Smallest 264,981 4AKids Entertainment tnc,

Source: Center for Research in Security Prices, University of Chicago.

Market capltalization and name of largest company in each declle as of
Seplember 30, 2005.
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Firm Bize and Retum

Long-Term Returns in Excess of Risk

The Capital Asset Pricing Mode! {CAPM) does not fully account for the higher returns of small com-

pany stocks. Table 7-6 shows the returns in excess of risk over the past 80 years for each decile of
the NYSE/AMEX/NASDAQ.

The CAPM can be expressed as follows:

ke =r, +(Bs xERP) 28

where,

k, = the expected rerurn for company s;

fy = the expected return of the riskiess asser;
B: = the beta of the stock of company s; and,

ERP = the expected equity risk premium, or the amount by which investors expect
the future return on equities to exceed thar on the riskless asset.

The amount of an asset’s systematic risk is measured by its beta, A beta greater than 1 indicates
that the security is riskier than the marker, and according to the CAPM equation, investors are com-
pensated for taking on this additional risk. However, based on historical return data on the
NYSE/AMEX/NASDAQ decilte portfolios, the smaller deciles have had returns that are not fully
explainable by the CAPM. This return in excess of CAPM grows larger as one moves from the largest
companics in decile 1 to the smallest in decife 10. The excess return is especially pronounced for
micro-cap stocks {deciles 9-10}. This size related phenomenon has prompted a revision to the CAPM
that includes the addition of a size premium.

The CAPM is used here to calculate the CAPM return in excess of the riskless rate and to
compare this estimate to historical performance. According to the CAPM, the return on a security
should consist of the riskless rate plus an additional return to compensate for the systematic risk of
the security. Table 7-6 uses the 80-year arithmetic mean income return component of 20-year gov-
ernment bonds as the historical riskless rate. {However, it is appropriate to match the maturiry, or
duration, of the riskless asset with the invesrment horizon.) This CAPM return in excess of the risk-
less rate s B (beta) multiplied by the realized equity risk premium. The realized equity risk premium
is the return that compensates investors for taking on risk equal ro the risk of the market as a whole
(estimated by the §0-year arithmetic mean return on large company stocks, 12.30 percent, less the
historical riskless rate, 5.22 percent). The difference berween the excess return predicted by the
CAPM and the realized excess return is the size premium, or return in excess of CAPM.

This phenomenon can also be viewed graphically, as depicted in the Graph 7-2, The security
market line is based on the pure CAPM without adjusting for the size premium. Based on the risk (or
beta) of a security, the expected return should fluctuate along the security market line. However, the
expected returns for the smaller deciles of the NYSE/AMEX/NASDAQ lie above the line, indicating
that these deciles have had returns in excess of their risk.
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Chapter 7

Table 7-6
Size-Decile Portfolios of the NYSE/AMEX/NASDAQ:
Long-Term Returns in Excess of CAPM

from: 1926 to 2006

Arithmetic Actuat Return CAPM Return Size Premium
Mean in Excess of in Excess of {Return in
Decile Beta® Return Riskless Rate™* Riskless Rate™ Excess of CAPM)
1-Largest 0.91 11.29% 6.07% 6.45% -0.37% .
2 1.04 13.22% 8.00% 7.33% 0.67%
3 1.10 13.84% B8.62% 7.77% 0.85%
4 .13 14.31% 3.09% 7.98% 1.10%
5 1.16 14.91% 9.69% 8,20% 1.,49%
5] 1.18 15.33% 10.11% 8.38% 1.73%
7 1.23 15.62% 10.40% 8.73% 1.67%
8 128 16.60% 11.38% 9.05% 2.33%
9 1.34 17,48% 12.26% 9.50% 2.76%
16-Smallest 1.41 21.59% 16.37% 10.01% 6.36%
Mid-Cap, 3-5 t.12 14.15% 8.94% 7.91% 1.02%
Low-Cap, 6-8 1.22 15.66% 10.44% 8.63% 1.81%
Micro-Cap, 8-10 1.36 18,77% 13.55% 8.61% 3.95%

‘Betas are estimated from monthly returns in excess of the 30-day U.S. Treasury bill total return,
January 1926-Uecember 2005,

**Historical riskless rate measured by the 80-year arithmetic mean income return component of 20-year
government bonds (5.22),

Graph 7-2
Security Market Line Versus Size-Degile Portfolios of the NYSE/AMEX/NASDAQ:
from 1926 to 2005

25

Arithmetic Mean Retumn

T I [ I i f I 1
0.0 0.2 04 086 0.8 1.0 1.2 1.4 1.8

Beta

Source: Center for Research in Security Prices, University of Chicago {decile data).
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Attorney General Data Request Set 1

Question No. 101
Columbia Gas of Kentucky Respondent: P.R. Moul

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 2007-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED APRIL 10, 2007

Question No. 101
The questions in this section refer to the testimony of Paul R. Moul:

With reference to page 54 lines 1-15, Attachment PRM-12, and Appendix J,
please (1) list the filters that are applied using the Value Line Investment Analyzer in

applying the CE approach, and (2) identify all data tems from the Value Line Investment
Analyzer that are employed in the CE study.

Response of Columbia Gas of Kentucky:

1. The filters are listed in the title to page 1 of Attachment PRM-14., They are:
Timeliness of 3, 4, & 5; Safety Rank of 1, 2 & 3; Financial Strength of B+, B++, &
A; Price Stability of 55 to 100; Betas of .70 fo 1.20; and Technical Rank of 2 & 3.

2. Each of the filters is listed in the column headings on page 1 of Attachment PRM-

14. They are: Timeliness Rank, Safety Rank, Financial Strength, Price Stability,
Beta, and Technical Rank.
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Attorney General Data Request Set 1
Question No. 102
Columbia Gas of Kentucky Respondent: P.R. Moul

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 2007-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED APRIL 10, 2007

Question No. 102
The questions in this section refer to the testimony of Paul R. Mouk:

With reference to Attachment PRM-6, please provide all details (issue date, debt
amounts, underwriter, underwriting spread, SEC filings, etc.) associated with all actual
and pro forma financings used in determining the Company’s long-term debt cost rate.

Response of Columbia Gas of Kentucky:

None are separately stated. The stated interest rate on installment promissory notes
payable fo affiliates includes those costs.






Attorney General Data Request Set 1
Question No. 103
Columbia Gas of Kentucky Respondent: P.R. Mou!

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 2007-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED APRIL 10, 2007

Question No. 103
The gquestions in this section refer o the testimony of Paul R. Moul:

With reference to Attachment PRM-12, please provide the methodology used to
construct the S&P Composite and Utility Indexes, including the following: (1) the weights
applied to the stock prices of each company in arriving at the index values, (2) how
adjustments are made o the Index when companies are added to or deleted from the

Index, (3) how adjustments are made {o the Index in the event of stock splits and stock
dividends, and (4) the number of companies in the Index each year.

Response of Columbia Gas of Kentucky:

(1), (2) and (3)

A description of the methodology used by Standard & Poor’s in the construction
of its indices is provided in the publication that is attached.

(4)

The current constituents of the index are shown on the Excel spreadsheet that is
attached.



The McGraw -Hill companies

STANDARD

&POOR'S

David M. Blitzer, PR.D.
Managing Director &
Chairman of the Index
Committee

(212} 438-3907
david_blitzer@
standardandpoors.com

Michele Ruotolo,
Director, U.S. Indices

Dave Guarino, Director,
Media Relations

(212} 438-1471
dave_guarino(@
standardandpoors.com

September 28, 2004

S&P U.S. Indices Methodology

Standard & Poor's U.S. indices are designed to reflect the U.S. equity markets and,
through the markets, the U.S. economy. The S&P 500 focuses on the large-cap
sector of the market; however, since it includes a significant portion of the total
value of the market, it also represents the market. The indices should be fair,
meaning that an investor who buys all the stocks in an index with the index weights
can achieve the same performance that Standard & Poor's calculates.

For the methodology on float adjustment, please see “Float Adjustment” at

httg://www.indices.standardandgoors.com/ .

Addition and Deletion Criteria
Index Construction and Methodology

Index Governance and Maintenance

Total Return Index

Base Dates and History

Index Announcements

Holiday Schedule
Index Dissemination
Contact Information

Disclaimers



S&P U.S, Indices Methodology September 28, 2004

Standard & Poor's

Addition and Deletion Criteria

Additions to the S&P 500, S&F MidCap 400 and S&FP SmallCap 600
U.S. companies.

Adequate liquidity and reasonable per-share price -- the ratio of annual dollar value
traded to market capitalization should be 0.3 or greater. Very low stock prices can
affect a stock’s liquidity.

Market capitalization of $4 Billion or more for the S&P 500, $1 billion - $4 Billion
for the S&P MidCap 400 and $300 million - §1 billion for the S&P SmalilCap 600.
These ranges are reviewed from time to time to assure consistency with market
conditions.

Financial viability, usually measured as four consecutive quarters of positive as-
reported earnings. As-reported earnings are GAAP Net Income excluding
discontinued operations and extraordinary items.

Public float of at least 50% of the stock.

Maintaining sector balance for each index, as measured by a comparison of the
GICS sectors in each index and in the market, in the relevant market capitalization
ranges.

Initial public offerings (IPOs) should be “seasoned” for 6 to 12 months before
being considered for addition to indices.

Operating company and not a closed-end fund, holding company, partnership,
investment vehicle or royalty trust. Real Estate Investment Trusts are eligible for
inclusion in Standard & Poor's U.S. indices.

Deletions from the S&P 500, S&P MidCap 400 and
S&P SmallCap 600

Companies involved in mergers, being acquired or significantly restructured such
that they no longer meet inclusion criteria.

Companies which substantially violate one or more of the addition criteria.

Standard & Poor's believes turnover in index membership should be avoided when
possible. The addition criteria are for addition to an index, not for continued
membership. As a result, a company in an index that appears to violate the criteria
for addition to that index will not be deleted unless ongoing conditions warrant an
index change, When a company is removed from an index, Standard & Poor's will
explain the basis for the removal.

page 2




S&P U.S. Indices Methodology September 28, 2004

S&P 500 Equal Weight Index

The S&P 500 Equal Weight Index is an index using the same constituents as the
S&P 500, but is equal weighted rather than capitalization weighted. This index was
introduced in response to investor interest in an equal weighted index that supports
different investment and benchmarking approaches while still recognizing the
importance of the leading companies in leading industries selected for the S&P

500. The index is rebalanced quarterly to 0.20% weight for each company. Further
information is available at www.indices.standardandpoors.com .’

S&FP 100 Index

The S&P 100 Index consists of 100 companies selected from the S&P 500. To be
included, companies should be among the larger and more stable companies in the
S&P 500 and must have listed options. Sector balance is considered in the
selection of companies for the S&P 100. This index is widely used for derivatives
and is the index underlying the OEX options.

S&P REIT Composite Index

The S&P REIT Composite Index tracks the market performance of U.S. real estate
investment trusts, known as REITs. The REIT Composite consists of
approximately 100 REITs chosen for their liquidity and importance in representing
a diversified real estate portfolio. To be included a REIT must meet the same
liquidity guidelines used for the S&P 500, S&P MidCap 400 and S&P SmallCap
600, and must be at least $100 million in market capitalization. The S&P REIT
Composite represents a balance of property types and geographic locations.
Mortgage REITs are not eligible for inclusion. REITS may also be included in the
S&P 500, S&P MidCap 400, or S&P SmallCap 600. A REIT may be included in
these indices at the same time it is 2 member of the S&P REIT Composite.

Index Construction and Methodology

Standard & Poor's U.S. indices are designed to be liquid, tradable indices that
support investment products such as index mutual funds, exchange traded funds,
index portfolios, index futures and options and other derivative products. The
indices represent the U.S. equity market and, through the market, the U.S. economy.
The S&P 500 represents the large-cap segment of the U.S. equity markets; since it
is a significant portion of the total market, it represents the overall market as well.
Companies in the S&P 500 are considered to be leading companies in leading
industries. The S&P MidCap 400 represents the mid-cap range of companies and
the S&P SmallCap 600 represents small-cap companies. The three indices are

Standard & Poor's

' see David M, Blitzer and Srilant Dash, The S&P 500 Equal Weight Index: Structure and
Methodology, January 8, 2003, at www.indices.standardandpoors.com .
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S&P U.S. Indices Methodology September 28, 2004

Standard & Poor's

combined to form the S&P Composite 1500; the S&P 500 and S&P MidCap 400
are combined to form the S&P 900; and the S&P MidCap 400 and S&P SmallCap
600 are combined to form the S&P 1000. Stocks in the indices are classified under
the Global Industry Classification Standard (GICS®).

Index Governance and Maintenance

Standard & Poor's U.S. indices are maintained by the U.S. Index Committee. There
are eight members of the Committee; all are fuli-time professional members of
Standard & Poor's staff. The Committee meets monthly. At each meeting the
Committee reviews pending corporate actions that may affect companies in the
indices, reviews companies that are being considered as candidates for addition to
an index, reviews statistics comparing the composition of the indices to the market
and reviews any significant market events. In addition, the Committee may revise
index policy covering rules for selecting companies, treatment of dividends, share
counts or other matters.

Standard & Poor's considers information about changes to its U.S. indices and
refated matters to be potentiaily market moving and material. Therefore, all Index
Committee discussions are confidential.

Changes to the U.S. indices are made when needed. There is no annual or semi-
annual reconstitution. Rather, changes in response to corporate actions, such as
mergers, and to market developments can be made at any time. Changes are
typically announced two to five business days before they are implemented.
Announcements are available to the public via the www,standardandpoors.com
website before, or at the same time, they are available to clients and companies
affected by the announcement.

Changes in a company’s shares outstanding of 5% or more due to mergers,
acquisitions, public offerings, private placements, tender offers, Dutch auctions or
exchange offers are made as soon as reasonably possible. All other changes of 5%
or more (due to, for example, company stock repurchases, redemptions, exercise of
options, warrants, subscription rights, conversion of preferred stock, notes, debt,
equity participation units or other recapitalizations) are made weekly, and are
announced on Tuesdays for implementation after the close of trading on
Wednesday. Changes of less than 5% are implemented quarterly on the third Friday
of March, June, September and December, and are usually announced two days
prior.

Corporate actions (including stock splits, stock dividends, spinoffs, rights offerings,
and similar events) are applied after market close on the day prior to the ex-date.
For the methodology of index calculation and maintenance, please refer to the
paper on the S&P Global 1200 Methodology available at
www.indices.standardandpoors.conm .
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S&P U.S. Indices Methodology September 28, 2004

Standard & Poor's

In cases where there is no achievable market price for a stock being deleted, it will
be removed at zero or a minimal price at the Committee’s discretion, in recognition
of the real constraints faced by investors in trading bankrupt or suspended stocks.

Total Return Index

Total return index series are calculated for the U.S. indices in addition to the price
return series. Ordinary cash dividends are applied on the ex-date in calculating the
total return series. “Special dividends” are those dividends that are outside of the
normal payment pattern established historically by the corporation. These are
called “dividends” by the company and may be described as “special,” “extra,”
“year-end” or "return of capital.” Whether a dividend is funded from operating
earnings or from other sources of cash does not affect the determination of whether
it is an ordinary or a special dividend. Special dividends are treated as corporate
actions with offsetting price and divisor adjustments; the total return index reflects
both ordinary and special dividends.

Base Dates and History

The base value and dates for the indices are:

Index Base Date Base Value
S&P 500 1941-43 10

S&P MidCap 400 6/28/1991 100

S&P SmallCap 600 12/31/1993 100

S&P 900 12/31/1994 | 1000

S&P 1000 12/31/1994 | 1000

S&P Composite 1500 12/31/1994 1100

S&P REIT Composite | 12/31/1996 | 100

Iindex Announcements

Announcements of additions and deletions for the S&P 500, S&P MidCap 400,
S&P SmaliCap 600 or S&P REIT Composite are made at 5:15 pm U.S. Eastern
Time. Press releases are posted on www.indices.standardandpoors.com and are
released to major news services.

Complete data for index replication including share counts, tickers and data on
index levels and returns are available through Standard & Poor's fee-based service,
S&P Index Alert.

Index methodology is constantly under review for best practices, and any changes
are announced well ahead of time via the website and by email to all clients,
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S&P U.S. Indices Methodology September 28, 2004

Standard & Poor's

Holiday Schedule

The S&P U.S. indices will be calculated when the U.S. equity markets are open. A
complete holiday schedule for the year is available at

www,indices standardandpoors.com .
Index Dissemination

Index levels are available through S&P’s website,
www.indices.standardandpoors.com, through major quote vendors (see codes
below), through numerous investment-oriented websites and various print and
electronic media. S&P’s website also provides an archive of recent index
announcements, press releases and monthly releases giving total returns for S&P’s
headline indices.

Index Bloomberg Reuters
S&P 500 SPX SPX
S&P MidCap 400 MID MID
S&P SmaliCap 600 SML SML
S&P 1500 Composite SPR SPSUP
S&P 900 SPLGMID SPLGMID
S&P 1000 SPK SPMIDSM
S&P 100 (OEX) OEX OEX
S&P 500 Equal Weight . SPXEW SPXEW
S&P REIT Composite SPREIT SPREITS

For further information, please access our website at

www.indices. standardandpoors.com

Contact Information

North America

New York

Melinda Chu (212) 438-1483
Maureen O’Shea (212) 438-2046
Toronto

Jasmit Bhandal (416) 507-4116
Tony North (416) 507-4006
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Standard & Poor's

Europe

Paris

Christopher O’Brien
London

Susan Fagg

Asia

Hong Kong
Jean Park
Tokyo
Seiichiro Uchi
Australia
Sydney

Tim Eisenhauer

Disclaimers

33-140-287791

44 -020-7176-8388

852-284-11032

8133-593-8568

612-9255-9872

The report is published by Standard & Poor's, 55 Water Street, New York NY
10041. Copyright © 2004. Standard & Poor's is a division of The McGraw-Hill
Companies, Inc. Al rights reserved. Standard & Poor's does not undertake to
advise you of changes in the information contained in this report.

These materials have been prepared solely for informational purposes based
upon information generally available to the public from sources believed to
be reliable. Standard & Poor’s makes no representation with respect to the
accuracy or completeness of these materials, the content of which may
change without notice, Standard & Poor’s disclaims any and all liability
relating to these materials and makes no express or implied representations
or warranties concerning the accuracy or completeness of the report.

No portion of this publication may be reproduced in any format or by any
means including electronically or mechanically, by photocopying, recording
or by any information storage or retrieval system, or by any other form of
manner whatsoever, without the prior written consent of Standard & Poor's.
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S&P U.S. Indices Methodology September 28, 2004

Analytic services and products provided by Standard & Poor’s are the result of
separate activities designed to preserve the independence and objectivity of each
analytic process. Standard & Poor’s has established policies and procedures to
maintain the confidentiality of non-public information received during each
analytic process.

Occasionally, The McGraw-Hill Companies may use information you have
provided to offer you products and services that may be of interest to you. If you
do not wish us to share your information outside of The McGraw-Hill Companies,
if you have questions about our privacy practices, or wish to confirm the accuracy
of the information you've provided, please contact us at (212) 438-3534 or refer to
<http://www.megraw-hill/privacy.htmli>.
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Atforney General Data Request Set 1
Question No. 104
Columbia Gas of Kentucky Respondent: P.R. Moul

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 2007-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED APRIL. 10, 2007

Question No. 104
The questions in this section refer to the testimony of Paul R. Moul:

With reference to Appendix |, page -4, please provide: (1) the methodology
employed by Value Line in estimating the “Dividend Yield” and “Median Appreciation
Potential,” for the companies followed by Value Line, (2) the dividend yield and
appreciation potential data for the individual companies covered by Value Line, (3)
copies of the source documents and the dividend yields and projected EPS growth rates
for each of the 500 companies in the S&P 500. For (2) and (3), please provide the data
in both hard copy and electronic (Microsoft £xcel) formats.

Response of Columbia Gas of Kentucky:

(1) Value Line’s narrative of the "Median Appreciation Potential” as copied from their
infernet website is provided below.

Updated February 11, 2005
Value Line’s 3- to 5-Year Appreciation Potential—An Update

The following is an update to the evaluation of our 3- fo 5-year price appreciation potential that
was first published on November 8, 2002. That article and accompanying chart detailed the
methodology behind our evaluation and discussed some of the more interesting resuits. For the
benefit of our subscribers, we briefly review the methodology used for this, and the previous,
evajuation.

Price Appreciation Potential

The estimate of the median price appreciation potential is found by first calculating the
percentage change befween the current price of each stock in our universe and the middle of its
3- to 5-year Target Price Range. These figures are then arrayed, and the median price
appreciation potential is determined. We select the median of the array (the middle) as the most
likely price, in order to play down the effect of outliers, that is, excessively large or small
percentage price changes.

The chart included below depicts the results of those projections from 1983 to 2004, using the

Value Line Arithmetic Index as our measure of the market. For simplicity sake, we take the actual
price as the average of the middle year of the 3- to 5-year forecast, so that a projection made at

Page 1of 2



Attorney General Data Request Set 1

Question No. 164 (Cont'd)
Columbia Gas of Kentucky Respondent: P.R. Moul

the end of 1983 would be compared to the average price of the index in 1987. Strictly speaking
this would be a 3 1/2 year forecast, from the end of 1983 to midyear 1887,

Update for 2004

Our estimate for the year 2004 (made at the end of 2000} was 1743. The average price of
the Value Line Arithmetic Index in 2004 was 1594. Interestingly, the year ended with the
Index at 1796, almost exactly in line with the 4-year projection made in 2000.

The average deviation between the projected and actual average prices was 17% (ignoring
signs). The median deviation during this period was 14%.

Our projection for 2008 now stands at 2,425, 38% above the current level.

Four-Year Projections of the Value Lme Ar:thmetlc lndw
3000

B Actual Di’ro_;wud
2000 ™ Current Price !

1400 }

1000 |
800 |

500 |

400 ¢

oandll

TG 1908 1960 1990 1691 1892 1090 1994 1995 1996 199? 1998 1909 2000 2001 2002 2603 2004 2008

Astual P0G | 205 28 262 1303 |38 | aRy L4688 [ 4y8 | 620 [ 288 | BOY | O HOF2II24T 1107 11 23R 1504
Projasted | 274 | 207 {206 1335 | 300 1442 [ 5oa (495 | 837 | 810 | 707 | 769 § BBZ 1024 11225611438 117951 1743]2425

(1) and (3) The source document provided on page 5 of Attachment PRM-13
was the sole data relied upon by Mr. Moul in his testimony for this
purpose. There is no additional data on an individual company basis
that was used by Mr. Moul.

Page 2 of 2






Attorney General Data Request Set 1
Question No. 105
Columbia Gas of Kentucky Respondent: P.R. Moul

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 2007-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED APRIL 10, 2007

Question No. 105
The questions in this section refer to the testimony of Paul R. Moul:

Please provide electronic (Microsoft Excel) copies of the all Attachments, PRM-1
through PRM-14. Please provide electronic copies of all pages of the Attachments, with
all data and equations in tact. For Attachments which use data that is not shown, such
as individual company data, please provide electronic copies of this data as well. ‘
Response of Columbia Gas of Kentucky:

The attachment to Mr. Moul's testimony is attached. One hard copy has been provided

to the Attorney General and one CD with the same information has been provided to the
Public Service Commission.
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Attorney General Data Request Set 1
Question No. 106
Columbia Gas of Kentucky Respondent: Mark Balmert

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUC
PSC CASE NO. 2007-00008 '‘RECEIVED
INFORMATION REQUESTED BY THE ATTORNEY GENERAL 9 47007
DATED APRIL 10, 2007 APR 247

PUBLIC SERVICE

COMMISSION
Question No. 106

Please provide, in electronic format, the bill frequency distributions alluded to on
page 9 of Mr. Baimertt's testimony.

Response of Columbia Gas of Kentucky:

Attached are the bill frequencies by rate schedule by customer class based on
normalized volumes in compact disc (CD) format. The file name is 2007-00008 AG
Set1-106 Attachment.pdf. Note the bill frequencies are generated through CKY's
mainframe computer and therefore only a PDF format is available. Also note the bill
frequencies do not include usage adjustments by rate block associated with new,
conversion, and attrition customers calculated and shown on work paper WPM-E (see
response to AG Set1-107 for Excel spreadsheet).



PSC Case No. 2007-00008
Attorney General Data Request Set1

COLUMBIA GAS OF KENTUCKY, INC. oKy wmﬂwwmwﬂmn.zm %mwohﬂwm»
DIS BILLED TARIFF Page 1 of 45

COMMERCIAL BILL FREQUENCY ANALYSIS

FOR THE 12 MONTHS ENDED 9/2006
RATE SCHEDULE GSO
DATA:_ 32 MONTHS ACTUAL 0 MONTHS PROJECTED - ACTUAL NORMAL 1ZED

MCF
UPPER GUMULAT IVE PERCENT CUMULATIVE  -PERGENT
LIMIT BILLS _BILES MCE MCF
0.0 2760, 19,0568 0.0 0.000
8.5 37877. 29.110 3661.8 0. 104 49648, 8 1,415
1.0 47059, 36.281 10744, 8 0.306 93535.8 2.666
1.1 LB51S, 37.362 12346. 4 0.382 101815. 4 2,903
1.2 19873, 38,408 13976.0 0.398 109948.0 3.3k
1.3 51130, 39.376 15610. 1 o.4ks 117986, 1 3,362
1.4 52327. 40.298 17285.9 0.493 125817.9 3.587
1.5 . 53419, 41,139 1892%,9 0.539 133570.9 3.808
2.0 5Y873. 14569 26443, 4 0.758 170397.k i.858
3.0 £5472. 50,421 45239.6 1.290 238373.6 &.795
5.0 70825, 5y . 5hy 63888.7 1.821 209988 .7 8.552
5.0 75116. 57.B48 §2901.9 2.363 356571.9 10,965
8.0 8i 181, 5h.832 139900.0 3.988 5052280 14,403
10.0 88450, 68,302 180117.2 5.143 592017.2 16,877
12,0 92303. 71.084 219820, 3 6.267 6703843 19,111
15,0 96219. 74,100 272233.0 7.761 776698.0 22, 142
17.0 98680, 75,995 311146.8 8.870 541036.8 23,976
20.0 101808, 78 . koh 368002.0 10491 928842, 26.479
30,0 108543. - 83.591 530553,8 15.125 1169763.8 33,347
40.0 112799. 86.869 676023.3 19,272 1358063, 3 38,715
50.0 11575k, 89. 1Lk 807141 .4 23.010 15119444 43.102
50.0 117931, 30.821 926527.3 26113 1641667.3 16,800
70.0 115626. g2, 122 1035060.8 29,507 1751160.8 9. 922
80.0 120854, §3.072 1128274.7 32,164 1817954, 7 52 581
90.0 122003, 93.957 1224360.6 34,904 1930550.6 55,037
106.0 122825 81,590 1302352.0 37.127 2004852.0 57.154
150,0 125385 . 96,564 161078%. 8 5,920 2279934, 8 6i.996
200.90 126785. 97.509 1842087 .5 52.514 2u63087.5 70.217
250.0 127542, 98,223 2017111.3 57.500L 2594741.3 73.953
300.0 128067. 58 .627 2161736.2 61.526 2696636.2 76.895
35D.0 1281420, 98,699 2271673.0 64, 846 2775175.0 79.11k
noo. 0 128691. 99.107 2377353, 1 67.773 2810953, 1 80.989
150.0 128880, 80,253 2656021, 3 70.016 289282, 3 82.459
500.0 129036, §9.373 2535718.0 72.145 2937718.0 83.748
550.0 129152, 99,162 2590932 - 73.862 297483k, 2 84,806
&00.0 129213, §9.533 2643120.0 75.349 3007320.0 85.732
700.0 129380. 90.638 2731530.5 T7.870 3060530.5 87.249
800.0 125471, 20,708 2799279.3 79.801 3102479.3 88,44k
830.0 129538, §9.760 2855799, 3 8%.412 3136599.3 89.417
1000.0 125585, 99,796 2900132.8 82,576 3165132.8 90.231
12580 125666. 59,858 2589135.9 85.213 3219135.9 31.770
1500.0 129716. 35,857 3057190.0 87.153 3258126.0 52.883
1750.0 129751. 5G.524 3112703.5 88.736 3285953.5 93.675
2000.0 129785, 9%.9%50 3175152.1 90.516 3305152, oL 222

99990.9 125850. 100.000 3507826.4 100.000 3507826.4 100,000
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RESIDENTIAL BILL FREQUENGY ANALYSI1S

FOR THE 12 MONTHS ENDED 3/2006
RATE SCHEDULE GSR
DATA: 12 MONTHS ACTUAL 0 MONTHS PROJEGTED - ACGTUAL NORMAL IZED

MCF

UPPER CUMULATIVE PERCENT CUMULATIVE PERCENT CONSOL IDATED FAGTOR
EiMIT BILLS BILLS MCF MGF MCF PERCENT
0.0 123997, 10.623 0.0 0.000 0.0 0.000
0.5 310263. 26,581 578%2.6 0.859 HBEIES. O 7.215
1.0 4356551, 37.434 153271.3 2,270 883571.3 13.107
1.1 457652. 39,208 17604824 2.611 956601.4 14190
1.2 yi77el. LG.930 200173.2 2.965 1027561.2 15.243
1.3 L97376. gz 611 2es5612.7 3,348 1096310.7 16.265
1.4 515760. 41,186 251410.3 3.729 1163487 .3 17.259
1.2 532959, L45.659 277208.8 g.112 1228646.8 18.226
2.0 612863, 52,505 419057 .6 5.216 1527833.6 22,664
3.0 731006, 62,626 712888.7 10.568 2021183.7 29.982
4.0 801023, $68.625 913028, 1 15,078 2413940, 1 35.808
5.0 8hggel., 72.818 1166865.6 17.309 2753300.6 4o, 842
8.0 934973, 80.100 1707033.5 25,322 3565257.5 52.887
10.0 970776, 83.168 2017995.2 25.935 3982745.2 59.079
12.0 991616. 84.953 2238753.2 33.209 hine3vs.z 64.473
15.0 1028403, 88.105 2714509.9 uo.267 4797199.9 71.161
17.0 1048866. 89 858 3032404, 2 bl 982 soL4049 2 7h.838
20,0 1073959, 92.011 o1a52,7 51.792 5356492.,7 T9.457
36.0 11258371, 96 . L98 B764835.5 70.681 5991235.5 88.873
40.0 1148090, 98.358 SUBED96. 1 81.393 62534836, 1 92.763
50.¢ 1157723, 59,190 5897991.4 87.490 6370891.4 9, 505
60.0 1162300. 92.576 6138866.8 91.063 6435526.8 95,470
70.0 1164585, 99.772 6289152.0 93.292 6475772.0 96.061
80.0 1165482, 95. 848 6354673.7 oL, 2648 6496193.7 96.364
$0.0 1165683, 59 .866 6371527.7 24514 65126L7.7 96.608
100.0 1166166, 59,907 6415616.5 95,168 6528118.5 96.778
150.0 1166639, 9%.948 64TIRDG. 6 95.996 6563206.6 97.358
200.0 1166808, 99.962 6Uh9B676.9 96.400 6587276.9 97,715
" 250.0 1166924, 99.972 6523211.9 96. 764 6604961.9 97.977
300.0 1166981. 99.917 6538437 .4 96.920 6519437 .1 98,192
350.0 1167019, 99.980 65505927.8 97.171 6631797.8 98.375
400.0 11670486, 59,982 6560589, 1 97.319 6642589, 1 98.535
450.0 1167065, 9%.984 6568579.6 97.437 6652272.6 98.679
500.0 1187092, 99.9%986 &6581077.9 97.623 6660577.9 98,802
550.0 1167106. 99,988 65884149 g7.732 6668164.9 98.915
600.0 1167118, 99,989 6595188.3 97.832 6674586.3 99.016
700.0 1167144, %99.991 6611902.8 g8.080 6686802.8 99.191
800.0 1167161, 99.992 6624526.9 88,267 65696526.9 95,335
900.0 1167174, 99.993 66355UB, 1 98.431 6704848, 1 99.4593
1000.0 1167187. 99.955 66477894 98.612 6711789 .4 99,562
1250.0 1167208, 99.9%¢& 6671135.7 98.959 6724885.7 99.756
1500.0 11687228, 99.9%8 6698861,2 99.370 6733361.2 99.882
1750,0 1167237, 99.999 6713375.0 99.585 &6131875.0 99.949
2000.0 1167245, 99.99% 6728320.4 99,807 67L0320.4 99.985
5999%3.9 1167251, 100.000 6741333.9 100.000 67T41333.9 10G.000
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COMMERG1AL BiLL FREQUENGY ANALYSIS

FOR THE 12 MONTHS ENDED 9/2006
RATE SCHEDULE G1C
DATA: 12 MONTHS ACTUAL 0 MONTHS PROJERTED - ACTUAL NORMAL {ZED

[ S ——

MCF
UPPER CUMULATIVE PERCENT GUMULATIVE PERCENT
LIMIT BILLS BILLS MCF MGE
0.0 1. 1.923 0.0 ¢.00D
0.5 13. 25.000 1.3 0.022
1.0 13, 25.000 1.6 0.027
1.1 13. 25.000 1.6 0.027
1.2 4. 26,923 2.8 0.047
1.3 15. 28 846 .1 0.069
1.4 16. 3D.76% 5.5 0.0%2 5
1.5 16. 30.769 5.5 0,092 5
2.0 20, 38.162 12.5 0.210 5
3.0 21, 40.385 .7 .0.247 7
4.0 23. h 237 21.7 0.364 7
5.0 23. I, 231 21.7 C.364 6.7
8.0 27. 51.923 u8.4 0.813 248 .4 .17
10.0 27, 51.923 us. 4 0.813 2958.4 5.010
12.¢ 29, 55.76% 68.6 1.152 3L, 6 5.786
15.0 33. 63 .462 120.8 2.028 u05.8 6.813
17.0 33, 63 .462 120.8 2.028 443.8 7.451
20.0 3. 65.38% 138.8 2.330 198.8 8.375
30.0 35. 67.308 160.8 2.693 670.4 11.256
40.0 37. 71.154 321.2 5.393 921.2 15.466
50.0 37. 71.154 321.2 5.393 1071.2 17.985
&60.0 40. T6.923 610.8 10.255 1330.8 22,343
70.0 B2, 80.769 736.3 12.362 1436.3 24,115
80.0 43, 82,692 872.6 14,651 1592.86 26.739
20.0 ko, 88.462 196k.3 32.980 2504.3 42,046
100.0 he, 88.462 1964.3 32.980 2564.3 43,053
150.0 k7. 90.3835 2202.0 36.971 2552.0 19,563
200.0 L. 90.385 2202.0 36.971 3202.0 53.760
250.0 48. 52.308 2595.5 43.577 3595.3 60.367
300.0 L. 92.308 2595.5 43.577 3795.5 63.725
350.0 48, 92.308 2595.5 43,577 3995.5 67.082
400.0 51. 98.077 4996.% 83.896 53596.9 90.611
450.0 51. 58.077 4996.9 83.895 5446.9 91,451
500.0 52. 100.000 5956. 1 100.000 5956.1 100.0600
550.90 52. 100,000 5956. 1 100,000 5956, 1 100.000
600.0 52. 100.000 5956. 1 100,000 5956.1 100.000
700.0 52. 100.000 5956, 1 100.000 5956, 1 100.000
800.0 52. 100.000 5956, 1 100,000 5956, 1 100.000
900.0 52. 100,000 5956, 1 100.000 5956.1 100.000
1600.0 52, 100.000 5956.1 100,000 5956. 1 100,000
1250.90 52, 100.000 5956.1 100.000 5956.1 100.000
1500.0 52, 100,000 5956. 1 100.000 5956, 1 100.000
1750.0 52. 100.000 50656, 1 100.000 . B956.1 160,000
2000.0 32, 100.00C 5956.1 100.0006 5956.1 100.000

wmmcw”w 52. 100.000 mwwmuq 100.000 5956. 1 100.000
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RESIDENTIAL BILL FREQUENDY ANALYSIS

FOR THE 12 MONTHS ENDED $/2006
RATE SCHEDULE G1R
DATAY 12 MONTHS ACTUAL 0O MONTHS PROJECTEDR -  ACTUAL NORMAL 1ZED

MCF
UPPER CUMULATIVE PERCENT CUMULATIVE PERGENT CONSOL 1B FAGCTOR
LiMIT BILLS BIELS MCF. MGE. MCFE BERGENT
D.0 31. 8.3179 G.C 0.000 0.0 0,000
0.5 90. 23.747 16.6 0.578 161.6 5.626
1.0 127. 33.508 Lh.7 1.556 296.7 10.330
1.1 135. 35,620 53.5 1.863 321.5 11.194
1.2 139, 36.675 58.3 2,030 346.3 12,057
1.3 6. 38.522 67.4% 2.347 370.4 12.896
1.8 151, 39.842 Th. 4 2.590 - 3%3.h4 13,697
1.5 154, 40,633 78.9 2, 7u¥ 016.9 14,515
2.0 179. 47.230 120.9 §.209 520.%9 18,136
3.0 213. 56,201 206.5 7.190 T04.5 28,528
4.0 282, 63.852 305.6 10.640 853.6 22,719
5.0 262. £9.129 399.% 13,923 98k, 9 34,291
8.0 291, 16.781 583.7 20.322 1287.7 Lh. 833
10.6 305. 80.475 717.2 24,995 1457.9 50.759
12.0 315. 83.113 828.7 28 852 1596.7 55,392
15.0 325, 85,752 965.2 33.605 : 1775.2 61.806
17.0 331. 87,333 1058.8 36.864 1874.8 65.274
20.0 338, 89.182 1153.0 7.536 2013.0 70.088
0.0 354, 93.404 1607.6 55.971 2357.6 82.083
L0.0 366, 26.570 2039.0 70.921 2559.0 89,0935
50.0 372, 98,153 2308.9 80.388 2658.9 92.574
60.0 37h. 58,681 2420.0 84,256 2720.0 94.701
70.0 378. 99.736 2763.4 96.212 2833.4 98.6HG
80.0 378. $9.736 2763.4 96.212 2843.4 98.997
$0.0 379. 160,000 2872.2 109.000 2872.2 100.000
100.0 379. 100.000 2872.2 100,000 2872.2 100,000
150.0 379, 100.000 2872.2 100,000 2872.2 100,000
200.0 379. 100.000 2g872.2 100,000 2872.2 100.000
250.0 379. 100.000 2872.2 100.000 2872.2 100,000
300.0 379. 100,000 2872.2 100.000 28r2.2 100. 000
350.0 379. 160,000 2872.2 100,000 2872.2 100.000
§00.0 379. 100..000 2872.2 100.000 2872.2 106.000
L50.0 379. 100,000 2872.2 100 .000 2872.2 100.000
500.0 379, 100.000 2872.2 100,000 2872.2 100.000
550.0 379. 100.000 287z2.2 100.000 2872.2 100,000
600.0 379. 100.000 287z2.2 100.000 2872.2 100,000
700.0 379. 106.000 28722 100.000 2872.2 100.000
800.0 379. 100.000 2872.2 100.000 2872.2 100,000
900.90 379, 100,000 2872,2 100.000 2872.2 100,000
1000.0 379. 106.000 2872.2 100,000 2872.2 100.000
1250.0 379. 100,000 2872.2 100,000 2872.2 100,000
1500.0 379. 100.000 2872.2 100.000 2872.2 100.000
1750.0 379, 100.000 2872.2 100.000 2g872.2 100.000
2000.0 379. 100.000 2872.2 100.000 2872.2 100. 000

@wwmw“m 379. 100.000 2872.2 100,000 2872.2 100.000
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RESIDENTiAL BILL FREQUENCY ANALYSIS

FOR THE 12 MONTHS ENDED 9/2006
RATE SCHEDULE IN3
DATA: 12 MONTHS ACTUAL D MONTHS PROJEGTEDR -~  ACTUAL NORMAL IZED

MGF

UPPER CUMULAT IVE PERCENT CUMULAT IVE PERCENT CONSOL IDATED FAGTOR
LIMIT BILLS BILLS MGE MGF MCE PERCENT
0.0 2. 1.667 0.0 0.000 0.0 £.000
0.5 22. 18,333 L. 0.285 53.1 3.56%96
1.0 320. 25.000 10,2 0.710 100.2 6.97h
1.1 33. 27,500 13.5 D.3up 10%.5 7.622
1.2 35. 29,167 15.9 1,107 117.9 8.206
1.3 3s. 30.000 17.2 1.197 126.2 8.784
1.4 38, 31.667 20.0 1.392 135.0 9.397
1.5 38, 31.667 20.0 i.392 143.0 9.953
2.0 BRI, 36.667 30.5 2.123 182.5 12.703
3.0 54, 45.000 55,3 3.849 253.3 17.631
4.0 62. 51.667 83.5 5.812 315.5 21,960
5.0 68. 56.667 111.1 T.733 371.1 25,830
8.0 83. 69.1867 270.7 4.666 506.7 35.268
10.0 86, 71.687 237.8 i56.552 577.8 o217
12.0 89. T 187 272.1 18,939 6Ly, 1 Ly, 832
15.0 95, 79.167 355.8 24,765 730.8 50.867
17.0 96, 80,000 371.9 25,886 779.9 54,288
20.0 98, 81.667 408.6 28.440 8uB. 5 59.066
30.0 106. £8.333 608.6 42,361 1028.6 71.585
40.0 111, 92.500 795.9 55.398 1155.9 80.455
50.0 114, 95.000 93%.4 65.386 1239 .4 86,267
60.0 115. 85.833 994.0 62.186 1294.0 90.068
70.0 118. 08,333 12247 85.244 1364.7 o4, 989
80.0 119. 95,167 1322.3 92.037 ta02,3 97.606
20.0 119. 99.167 1322,3 92.037 15812.3 98,302
100.0 120. 100,000 1436.7 100.000 1436.7 100.000
150.0 120. 100,900 1436.7 100.000 h3e.7 160,000
200.0 120. 100.000 u36.7 100.000 1436,7 100,000
230.0 120. 100.000C his. 7 100.000 Th36.7 100.000
360.0 120. 100.000 36,7 100.000 h3s.7 100,000
350.0 120. 106.000 h36.7 100.000 1436.7 10G.000
400.0 120. 100.000 1436.7 100,000 1436.7 160,000
50,0 120. 100,000 1436.7 100.000 1436,7 100,000
500.0 120. 100,000 1436.7 100,060 1436.7 100.000
556.90 120, 100.000 1436.7 108.000 1436.7 100.000
600.0 120. 100.000 14836.7 100,000 1436.7 100.000
760.0 120. 10G.000 1a3e.7 160,000 1h836.7 100,000
800.0 120. 106.000 1036.7 100,000 1436.7 100.0600
900.0 120. 100.000 1u36.7 100,000 1836.7 100,000
1006.0 120. 100,000 1436.7 100.000 1836.7 100.000
1250.0 120. 100,000 H36.7 100.000 1u36.7 160.000
1500.0 1290. 160.000 th36.7 100.000 W3e.7 100.000
1750.0 120, 100.000 1436.7 100.000 1436.7 100,000
2000.06 120. 100,000 1436.7 100.000 1436.7 100,000

8999%.9 1206, 100,000 1436.7 100,000 36,7 100.000
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COMMERCIAL BILL FREQUENCY ANALYSIS

FOR THE 12 MONTHS ENDED 9/2006
RATE SCHEDULE IN3
DATA; 12 MOWTHS ACTUAL 0O MONTHS PROJECTED - ACTUAL NORMAL 1ZED

MCF

UPPER CUMULATIVE PERGENT CUMULATIVE PERGENT CONSDL IDATED FACTOR
LIMIT BILLS BILLS 3 MGE ML PERCENT
0.0 Q. 0.000 0.0 0.000 0.0 0.000
0.5 0. ¢.000 ~2.0 =2.601 4.0 5.202
1.0 8. 66.667 3.2 k,161 7.2 9.363
1.1 B, 66.667 3.2 &,161 7.2 9.363
1.2 8. 66.667 3.2 L1681 8.2 10.663
1.3 8, 66.667 3.2 . 161 8.2 10.663
1.4 9. 75.000 4.8 5.982 8.6 11.183
1.5 11. 91.667 7.6 S.B83 9.6 12,484
2.0 12, 100.000 76.9 160,000 76.9 100,000
3.0 12, 100.000 76.9 100,000 6.9 100.000
4.0 12. 100.000 76.9 100.000 76,9 100,000
5.0 12, 100.000 76.9 100,000 76.9 160.000
8.0 i2. 100,000 76.9 100.000 76.9 100.600
10,0 12. 100,000 76.9 100.000 76.9 100,000
12.0 12, 100,000 16.9 100.000 76.9 100.000
15.0 12, 100,000 76.9 100.000 6.9 100.000
17.0 12, 100.000 76.9 100,000 76.9 100. 000
20.0 12. 100,000 76.9 100,000 76.9 100,000
30.0 12, 100,000 76.9 100.000 76.9 100.000
4G.0 12, 100,000 6.9 100.000 6.9 100.000
50.0 12, 100.000 76.9 100.000 76.9 100,000
60.0 12, 100.000 16.9 100,000 16.5 100,000
70.9 12, . 100.000 76.% 100,000 76.9 160,000
80.0 12. 100,000 76.9 100,000 76.9 100.000¢
50.0 iz2. 100.000 76.9 100.000 76.9 100,000
100.0 12. 100,000 76.9 100,000 76.9 100,000
150.0 12, 100,060 76.9 100,000 76.9 100,000
200.0 12, 100.000 16.9 100,000 76.9 100. 000
250.0 12. 160,000 76.9 100,000 76.9 100.000
300.0 12, 100.000 6.9 100.000 76.9 100.000
350.0 12. 100.000 i6.9 100,000 76.9 100,000
L06.0 12. 100.000 6.9 100.000 76.9 100,000
&50.0 12, 100.0C0 76.9 100.000 76.9 100.000
500.0 12, 100.0060 16,9 100.000 76.9 100.000
550.0 1z. 100.000 16.9 100,000 16.9 106.000
600.C 12, 100.000 16.9 106.000 76.89 100,000
700.0 12, 100,000 716.9 100,000 76.9 104, 000
800.0 12, 100.000 76.9 100.000 ] 76.9 100.000
500.0 12. 100.0060 76.9 100.000 76.9 106.000
1000.0 12, 160.600 76.9 100,000 76.9 100.000
1250.0 12. 100,000 76.9 100,000 76.9 100.000
1500.0 2. 100,000 76.9 100,000 - 716.9 10G.000
1750.0 12. 100.000 16.9 100,000 16.9 100, 000
2000,0 12. 100,000 76.9 100.000 76.9 100.000
$9999.9 iz, 100.000 76.2 100.000 T6.9 160,000

xR i 1 T e S e et L
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106,000
100.000
100. 000
160,000
100,000
100.000
100.000
100,000
100.0060
100.000
100.000
100.000
106. 000
100,000
100.000
iD0.000
100,000
150,000
100.000
160000
100.000
100,000
109,000
100, 000
300,000
100,000

MCOF
UPPER CUMULATIVE PERCENT CUMULATIVE PERCENT CONSOL IDATED FACTOR
LiMIT BILLS BILLS MCE MOF MGE
0.0 0. 6.000 0.0 0.000 0.0
0.5 0, 0.000¢ ~-0.5 ~0.495% 5.5
1.0 0. Cc.000 =2.0 ~1.978 10.0
1.1 1. 8,333 =-0.9 ~0.890 11.1
1.2 2. 16.667 0.3 0.297 12.3
1.3 3. 25.000 1.6 1.583 13.6
1.4 3. 25.000 - 1.6 1.583 4.6
1.5 3. 25,000 1.6 1.883 15.6
2.0 i, 33.333 9.9 2.792 25.9
3.0 G, 50,000 20,7 20.475 38.7
i.0 8, 66.667 37.1 36.696 53.1
5.0 8. 66.667 37.1 36.696 57.1
8,0 11. 91,667 81.7 85.811 83.7
10.0 12. 100.000 101, 1 190,000 101.1
12.0 12, 100,000 011 10C. 000 161.1
15.0 12. 100,000 10,1 100,000 1071.1
17.0 12. 100,000 101, 1 100.000 01,1
20.90 12. 100.000 161.1 100.0600 107.1
30,0 12. 100.000 101.1 100.000 101.1
k0.0 12. 100,000 101.1 100,000 1011
50.0 12, 100,006 101.1 100,000 61
60.0 12, 100.000 107.1 100,000 101.1
70,0 2. 100,000 101.1 100.000 01,1
80.0 1z, 100,000 101,14 100.000 101.1
50.0 12, 106,000 1011 100,000 101.1
160.0 12, 100.600 1033 100, 000 1071, 1
150.0 2. 100, 000 101, 1 100,000 101.1
200.0 12, 100,000 161.1 100.000 101.1
250.0 i2. 100.600 101, 1 100.000 101.1
300.0 12, 100.000 1011 100.000 107, 1
350.0 12, 100,000 107.1 100.000 101.1
400. 0 12, 300.000 01,1 100,000 161, 1
HED.D 12, 100.000 101, 1 100.000 101.1
500.0 12. 100.000 107.1 100,000 0701
550.0 12, 100.000 01,1 100,000 101, 1
6006.0 12. 100.000 101.1 100,000 101,11
700.0 12, 100,000 101.1 100.000 101.1
800.0 12, 100,000 161.1 100.000 101, 1
9006.0 12, 100.000 101, 1 100.000 101.1
1000,0 1z, 100.000 101.1 100.000 01,1
1250.0 12, 100.0600 101.1 100.000 101.1
1500.0 12, 100.000 101.1 100,000 07,1
1750.0 12. 100,000 i01.1 100,000 101.1
2000.0 12, 100,000 101, 1 100,000 101.1
99995.5 12, 100,000 101.1 100,000 101.1

100.000
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RESIDENTIAL BILL FREQUENCY ANALYSIS

FGR THE 12 MONTHS ENDED 9/2006
RATE SCHEDULE IN5 .
DATA: 12 MONTHS AGTUAL O MONTHS PROJECTED - ACTUAL NORMAL 1ZED

MCE
UPPER CUMULATIVE PERCENT CUMULATIVE PERCENT
LIMIT BH.LS BILLS MCF _McE
0.0 1. 1,667 0.0 0.000
0.5 9. 15.000 0.7 0,104
1.0 15. 25.000 4.3 0.637
1.1 17. 28,333 6.5 0.962
1.2 18. 20.00D T.7 1,180
1.3 20. 33.333 10.3 1.525
.k 22, 36.667 13.1 1,940
1.5 22, 36.667 13.1 1.340
2.0 253, 47,667 18,0 2.665
3.0 28. A6.6567 25.38 3.820
Lo 33, 55.000 hi kg 6.574
5.0 36, 60,000 58.4 a.647
8.0 Lz, 70.00D 98.0 14,510
i0.0 g, 73.333 118.5 17.545
12.0 L6, 16.667 139.4 20.640
15.0 Le, 80.000 165.0 24 530
17.0 50, 83.333 218.7 32,381
20.0 30. 83.333 218.7 32,381
30.0 54, 90.000 328.3 48 4608
40.0 56. 93.333 395.1 58,499
50.0 56, 93.333 395.1 58,499
60.0 58, 96.8667 519.2 76.873
70.0 &0. 100.000 675.4 100.000
80,0 60, 100.000 675.h 100.000
90.0 60. 100.000 675.4 100.000
100.0 &0, 100.000 675.4 100,000
150.0 80, 100.000 675.4 100.000
200.0 60. 100,000 675.4 100,000
250.0 60. 106.000 675.4 100.000
300.0 &0. 100.000 675.4 100.000
350.0 60, 100,000 675.4 100.000
400.0 60. 100,000 675.4 100.000
450.0 0. 166,000 €75.4 100.000
500.0 50. 100,000 675.4 100.000
550.0 40, 100,000 675.1 100,000
600.0 60. 100,000 675.4 100,000
700.0 &0. 100,000 675.4 100,000
800.,0 60. 100.000 675.4 100.000
900.0 60, 100,000 675.4 100,000 675.48 100.000
1000.0 60, 100,000 §75.4 100,000 675.4 100.000
1250.0 60, 100.000 675.1 100.000 675.4 106,080
1500.0 60. 100,000 675.4 100,000 Gi3.4 100,000
1750.0 &0, 100,000 &675.4 100.000 675.4 100,000
2000.0 60. 100,000 675.4 100,000 675.4 106,000

G9399.5 80, 100.000 675.4 100,000 675.4 100.000




Vg VOV J

PSC Case No. 2007-00008
. Attorney General Data Request Set 1

GAS OF (1] . Question 108 Attachment
COLUMBIA KENTHCKY, INC CKY Respondent: Mark Balmert
D1$ BILLED TARIFF Page 9 of 45

RESIDENTIAL BHLL FREQUENGY ANALYSIS

FOR THE 12 MONTHS ENDED 9/2008
RATE SCHEDULE LGZ
DATA: 12 MOKIHS ACTUAL 0 WMONTHS PROJECTED =~ ACTUAL KORMAL IZED

MOF

UPPER CUMULATIVE PERCENT CUMULATIVE PERCENT CONSOL IDATED EACTOR
LIMIT BILLS BILLS MCE MCE MGE PERCENT
0.0 2. 16.667 0.0 0.000 0.0 0,000
0.5 2. 16.667 0.2 ~-0.035% 4.8 0.840
1.0 2. 16.667 -1.3 ~0.227 B.7 i.522
1.1 3. 25.000 =-0.2 =0.035 9.8 1.774
1.2 3. 25,000 0.2 ~0.035 10.8 1.889
1.3 3, 25.000 ~0.2 ~-0.935 11.8 2,06k
1.4 3. 25,000 0.2 -0.035 1z.8 2,238
1.5 b, 23.333 1.3 g.227 13.3 2.327
2.0 by, 33.333 B.4 g.770 20.k 3.569
3.0 I, 33.333 g4 0.770 28.4 4,569
L. L, 33.333 L.h 0.770 36.4 6,368
5.0 L, 33.333 h.h 0.770 L.k 7.768
g8.0 5. iL1.8667 19.4 3.3%4 5.4 13. 191
10,0 5. 1,667 19.4 3.3%4 &9.4 15.640
12.0 5. 41,667 19.4% 3.3594 103.4 18,090
15.0 6. 50.000 5C.5 8.835 140.5 24 580
17.0 7. 58,333 84.1 h.713 169. 1 29.584
20.0 7. 58.333 8L .1 14.713 1841 32.208
30.0 7. 58,333 Bl 1 14,713 234, 1 40,955
40.0 g. 75.000 230.7 0,360 350.7 61,354
50.0 9. 75.000 230.7 40.360 380.7 66.603
60.0 12, 100.000 571.6 100.000 571.6 100,000
70.0 12. 100.000 571.6 100.000 571.6 100,000
80.0 12, 100.0060 571.6 100.000 571.6 100.000
0.0 12. 100,000 571.6 100,000 571.6 100. 000
100.0 12, 100,000 571.6 100,000 571.6 100,000
150.0 12, 100.000 571.6 100,000 571.6 100.600
200.0 2. 100.000 571.6 100,000 571.6 100.000
250.0 iz, 100.000 571.6 100.000 571.6 100,000
300.0 12, 100.000 B71.6 160,000 571.6 100,000
350.0 12, 100.000 571.6 160.000 571.6 100,000
400.0 12, 100.000 571.6 100.000 271.6 100.000
§50.0 12. 100,000 571.6 100,000 571.6 100.000
500.0 12. 100.000 571.6 100,000 571.6 100,000
5506.0 12, 100 .000 571.6 100.060 571.6 100.000
600.0 12. 100.000 571.6 100.000 571.6 100,000
700.0 i2. 100.000 571.6 100,000 571.6 100.000
800.0 12, 100.000 571.6 100.000 571.6 100.000
900.0¢ 12, 10G.000 571.6 100.000 571.6 100.000
1006.0 12. 100.000 571.6 100.000 571.6 100,000
1250.0 12. 100,000 511.6 100.000 571.6 100,000
1500.0 12. 100.000 571.6 100.0600 571.6 100.000
1750.0 1z. 10G.000 571.6 106,000 571.6 100,000
2000. 12 100.000 571.6 100.C00 571.6 100.000

99999.9% 12. 100.000 571.6 100.000 571.6 100, 000
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COMMERCIAL BILL FREQUENCY AMALYSIS

. FOR THE 12 MONTHS ENDED 9/2006
RATE SCHEDULE LG2
DATA: 12 MONTHS ACTUAL © MONTHS PROJECTED - ACTUAL NORMALIZED

MCF '

UPPER CUMULAT IVE PERGENT CUMULAT IVE PERCENT CONSOL |DATED._FAGTOR
LiMIT BILLS _BILLS __ MOF . __MCF MCE PERCENT
0.0 . 0.000 0.0 0,000 0.0 0,000
0.5 1. 8.333 ~0.8 ~0.085 5.2 8.551
1.0 1. 8.333 -2.,2 ~0,233 8.8 0,933
1.1 1. 8,333 2.2 -0.233 9.8 1.039
1.2 1. B.333 -2.2 -0.233 10.8 1,185
1.3 1. 8.333 -2.2 ~0.233 11.8 1,251
1.4 1. 8,333 -2.2 ~0,233 12.8 1.357
1.5 1. 8.333 “2,2 =0(,233 4.8 1.569
2.0 1. 8.333 -1.1 ~0.117 20.9 2.216
3.0 i, 33.333 57.0 6.045 81.0 8,590
1.0 5. 41,667 79.2 8.399 107.2 11.3568
5.0 5. 417.667 79.2 8,399 1.2 12,110
8.0 5. 31,667 .2 8.399 135.2 14,337
10.6 &, 56.000 136.1 TH. 833 196.1 20.795
12.0 7. 58,333 210.3 22,301 270.3 28. 660
15.0 8, 66.667 310.0 32.874 370.0 39.236
17.0 8. 66,667 310.0 32.874 378.0 40,085
20.0 9. 75,000 §31.4 45.748 yot. 4 52.110
30.0 12, 10G.000 9u3.¢ 100.000 ou3.0 100.000
u0.0 12, 100.000 943 ,0 100.000 3.0 100,000
50.0 12. 100. 000 943,0 100,000 o43.0 100.000
60.0 12, 100,000 943,90 100.000 9483.0 100,000
70,0 12, 100.000 943.0 100.000 543.0 100.000
80.0 12, 166.000 513, 0 100,000 9n3.0 100,000
0.0 12, 100,000 ou3,0 100.000 o943,0 100,000
160.,0 12. 100,000 943.0 100,000 943,0 100.000
15G,0 12, 100.060 243,0 100.000 gu3.0 100,000
200.0 12, 106,000 943 .0 100.000 §43.0 100.000
250.0 12. 100,000 9u3.0 100.000 243,0 100.000
300.0 12. 100,000 83,0 100,000 43,0 160,000
350.0 12. 100,000 ou3.0 100,000 93,0 100.000
400.90 12, 100.000 o430 100.900 943,0 100,000
450.0 12, 100.000 943 .0 100,000 543.0 100.000
500.0 12, 100.000 ou3 .0 100.000 923.0 100.000
550.0 12. 100.000 943.0 100.000 o943,0 100,000
600.0 12, 100.000 §43.0 100.000 43,0 100.009
700.0 12, 100,000 o43.0 100,000 943.0 100,000
800.0 1z, 100,000 83,0 100.000 513,0 160,000
200.0 12, 100.000 943 .0 100,000 $43,0 100.000
1000.0 12. 100.000 943.0 100.000 43,0 100. 600
1250.0 12. 100.000 943,0 100,000 o43.0 100.000
1500.0 12. 100.000 9443 .0 106.000 943.0 100.000
1750.0 12. 100,000 e43.0 100.000 943.0 100.000
2000.0 2. 100.000 ou3.0 100.000 gu3.0 100,000

9999%.9 12. 100.000 943, 0 100,000 943.0 100.00¢
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DATA: 12 MONTHS AGTUAL O MONTHS PROJECTED -~ ACTUAL NORMAL 1ZED

MCF
UPPER CUMULAT IVE
LiM)T BiLLS
0.0 0.
0.5 0.
1.0 0.
1.1 0,
1.2 0.
1.3 0.
1.4 0.
1.5 Q.
2,0 Q.
3.0 0.
4.0 3.
5.0 i,
8.0 4,
10,0 L.
iz2.0 L,
15,0 5.
17.0 5.
20.0 6.
30.0 10,
40.0 11
500 12.
60.0 12,
70.0 12,
80.90 i2.
0.0 12.
100.0 12,
150.0 i2.
a2n0.90 12.
2590.0 12.
300.0 iz,
350.0 12,
00,0 12.
450.0 12,
500.0 12,
350.0 12.
600.0 12.
700.0 2.
800.0 12.
500.0 12.
1000.0 12.
1250.0 12,
1560.0 12,
1750.0 12,
2000.0 12,
59999.9 12,

PERCENT CUMULATIVE PERCENT CONSOL IDATER EACTOR
~BILLS MGFE MCE, MCF PERCENT
G.000 0.¢ 0.000 0.0 0,000
0.000 D.0 0,000 6.0 1.223
0,000 -1.2 ~0.245 10.8 2.202
0.000 -1.2 =-0.285 11.8 2.406
0.000 ~1.2 =0, 245 2.8 2.610
G.000 ~1.2 ~0., 245 4.8 3.018
0.000 =1.2 ~0.245 15.8 3.222
0.000 -1.2 «0.245 16.8 3.426
0.000 -1.2 -D.245 22.8 b, 640
0.000 ~1.2 ~0.245 34.8 7.096
£5.000 22.8 L. 649 58.8 11.9%0
33.333 32.0 G.5325 72.0 18.682
33,333 32.0 6.525 95.0 19.576
33.333 3z2.0 6.525 112.0 22.838
33.333 32.0 6.525 i28.0 26.101
47.667 60.2 12.276 165.2 33,687
50.000 94.0 19.168 196.0 32,967
50,000 24.0 19.168 278.0 13,638
83,333 319.3 65.110 379.3 F7.3u5
91,667 o2, 2 82,015 bz 2 90,171
100.000 L350, & 100,000 ueo. 4 100.000
100,000 490, 4 160,000 190,14 100,000
100.000 50,1 100.000 520.4 100.000
100,000 Lo 4 100.000 4go.4 160.000
100.0CG0 HeO. 4 100.000 490, 4 100,000
100.000 Lol . 4 100,000 490.4 100.000
106,000 L0, 1 100.000 490, 4 100.000
100.000 L50. I 100.000 099.4 160.000
100.600 490 .4 1060.000 90,4 100.000
166.000 490. 4 100.600 L0, 4 100,000
100,000 850. 4 100,000 490.4 100.000
100.000 Lso. 4 10C, 000 490.4 100.000
100,000 490, L 100.000 h9o. 4 100.000
100,000 450, 4 100.000 Lo 4 100.000
160,000 490.4 100.000 490.4 100, GGG
100,000 Q0. & 100.000 490.4 10C. 000
100.000 Lo0 . 4 100.000 450.4 100,000
100,000 L490.4 100,000 49,4 100.000
100.000 4904 100,000 Lao. 4 160.000
100,000 4od. L 100.000 490.4 160.000
100,000 480. 4 100.000 450,k 100.000
100,000 L90. b 100,000 K80, 1 100.000
100.000 B9 . 4 100.000 490.4 100.000
100.000 490.4 100.000 480.4 100. 000
100,000 490. 4 10G.000 LoD, 4 100.000
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RESIDENTIAL BILL FREQUENCY ANALYSI|S
FOR THE 12 MONTHS ENDED 9/2006
MONTHS PROJECTED = ACTUAL NORMAL 1ZED

RATE wammwcrm LG

HMGF

UPPER CUMULAT IVE PERCENT CUMULAT IVE PERCENT . CONSOL IDATED FAGYOR
LIMIT BILLS BILLS MCF MCF. T HMcE PERCENT
0.0 0. 0.000 0.9 0.000 0.0 0.000
0.5 C. 0.000 ~-0,3 ~0.,109 5.7 2.072
1.0 0. £,000 =1.5 ~0.545 10.5 3.877.
1.1 0. 0.000 -1.5 -3.545 11.5 4,180
1.2 0. 0.000 -1.5 ~0 . 545 12.5 . 540
1.3 o. 0.000 -1.5 =0, 545 4.5 5.271
1.4 0. 0.000 -1.5 ~0.545 5.5 5.634
1.5 0, ¢,000 -1.5 -0.5485 16.5 5.5%98
2.0 3. 25.000 2.5 3.453 27.5 §9.936
3.0 4, 33.333 15.0 5.453 39.0 In.177
4.0 5. 81,667 23,0 B.361 51.0 18.539
5.0 8. 50.000 32.5 11.814 62.5 22.71%
8.0 6. 50.000 32.% 11,874 80.5 29,262
10.0 7. 58.333 53.3 19.375 103.3 37.550
12.0 7. 56.333 53.3 15,375 113.3 41,7185
15.0 7. 58.333 53.3 15,375 128.3 h46.638
i7.0 8, 66.667 85.1 30.934 153.1 55.652
20.0 8. 66.667 85.1 30.934 165.1 60.015
20.0 12, 100.000 275.1 100,000 275.1 100.000
40,0 12, 100.000 275.1 100.000 275.1 100.000
50.0 2. 100,000 275.1 100 .000 275.1 100, 000
60.0 12, 100.000 275.1 100,000 275,17 100,000
79.0 12, 100,000 275.1 100.000 275.1 100.000
80.0 12, 100.000 275.1 100,000 275.1 100.000
30.0 12. 100,000 275.1 100,000 275.1 100.000
100.0 12, 100.000 275,1 100.000 275.1 100,000
150.0 12, 100.000 275.1 100.000 275.1 100.000
206.0 12, 100,000 275.1 100.000C 275.1 100,000
250.0 12, 100,000 275.1 100.000 275.1 100.000
300.0 2. 160.000 275.1 100.000 275.1 100,000
350.0 12, 100,000 275.1 106,000 275.1 10C, 000
400.90 12. 100,000 275.1 100.000 275.1 100.000
450.0 1z, 100.000 275.1 10C.000 275,1 100,000
500.0 12, 100,600 275.1- 100.000 275, 1 100. 000
550.0 12. 100,000 275.1 100.900 275.1 100,000
600.0 2. 100.000 275.1 100,000 275.1 100.000
700.0 12, 100,000 275.1 100.000 275, 1 100,000
200.0 iz, 100.000 275.1 100,000 275.1 100.000
g00.0 i2. 100,000 275.1 ° 100.00Q . 275.1 100.000
1000.0 12. 100.000 275.1 i00.000 275.1 100,000
1250.0 12. 100.000 275.1 100.000 275.1 100,000
1500.0 1z, 100.000 275.1 100.000 275.1 100.000
1750.0 12. 100.000 275.1 100.000 275.1 100.000
2000.0 2. 100.000 275.1 100.000 275.1 100.000

99993 .9 2, 100.000 275.1 100.000 275.1 100.000
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COMMERC!IAL BILL FREQUENCY ANALYSIS

EOR THE 12 MONTHS ENDED %9/2006
RATE SCHEPULE GTO
DATA: 12 MONTHS AGTUAL 0 MONTHS PROJECTED - ACTUAL NORMAL |ZFD

MCF
UPPER CUMULATIVE PERCENT CUMULATIVE PERGENT
LMY BILLS BILLS MCF MCE
0.0 8009, 18.936 0.0 0.000
0.5 11782, 27,762 1040.8 6.075
1.0 U586, 3h,.392 : 3248.9 0.233
1.1 14979, 35.41%6 3725.2 0.2568
1.2 15396, 36,401 5225.6 0.304 ’
1.3 15782, 37.314 §727.4 0.340
1.4 16134, 38,146 5220.2 0.375
1.5 16484, 38.974 57h5.2 0.413
2.0 18033, k2 .636 8410.5 0.604
3.0 20371, 48,022 $4110.0 1.014%
4.0 22008, 52.030 19971.7 1.435
5.0 23396, 55,316 26253.9 7.887
8.0 26319. 62.227 4y728.6 3.214
10.0 27768. 65,653 57661.7 L, ik
12.0 28043, 68.431 0255.2 5,049
15.0 30319, 71.685 88553.8 6.364
17.0 31037, 73.382 100261.3 7.205
20.0 32027. 75.723 118226.5 8.426
30.0 35017, 81.374 176309.4 12.670
0.0 35871, 84.811 225428.6 16.200
50.0 36932. 87.3%20 272871.2 19.610
50.0 37702, 89. 141 314208.5 22,580
70.0 38293, 90,538 352529.7 25.334
80.0 38729. 21,569 385230,4 27 .684
50.0 39133, 92,524 516870.8 30.102 703450.8 50.553
100.0 39409, 93.176 445054 .0 31.983 733656.0 52,723
150.0 aouTy. 55,687 572454.0 41,139 846054, 0 60.801
200.0 L0993, 96.922 660538,7 47 .469 920938.7 66,182
250.0 B1321, 97.697 733195.9 52.690 976695.9 70.189
300.9 11536, 98.205 781131.2 56.854 1018831.2 73.217
350.0 11670. 98,522 835016.1 60.008 1053766, 1 75.728
400.0 11780, 98,782 B876380.1 62,980 1082380,1 77.784
450.0 L1861. 98,974 gip2tz.2 65.41%2 1105512.2 79 U487
500.0 41911, 99,092 9340624 67,128 . 1126092.4% 80.926
550.0 L1975, 99 .243 966597.0 69 . 464 1142597.0 g2.112
&6G0.0 h2021. 99.352 993317.8 71.38% 1157717.8 83,198
700.0 12078, 99.487 103009&.9 74,027 1181994.9 8L, 9L3
800.0 §2120. 99,586 1061827.7 76.286 1201527.7 86.347
900.0 L2152, 99,662 1088710.5 T78.23% 1217410.% 87.488
1000.0 y21re, $9.709 1107680.1 79.602 1230680.1 88,482
1250.0 n2211. 95.801 1150921.4 §2.710 1255921.4 90.256
1500.0 42233, 99,853 1180880.0 84.863 1273880.0 91,586
1750.0 p2249, 99.891 1206889. 1 86.732 1287389. 1 92,517
2000.0 42257, 95.910 1221575.3 87.787 1297575.3 83 .249
99999.5 n2295. 100.000 1391516.5 100.000 1391516.5 100. 600




RATE SCHEDULE GTR
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12 MONTHS _ACTUAL 0O MONTHS PROJECTED -
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RESIDENTIAL BILL FREQUENCY ANALYSIS
FOR THE 12 MONTHS ENDED 3/2006

ACTUAL NORMAL 1ZED
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MOF
UPPER
LT
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336831,

82215.
116052,
121561,
126641,
131589.
136574
1347,
162388.
194746,
215779,
229763,
253622,
263798.
271750,
281269.
285648,
292151,
308235,
315884,
319660,
321427,
3227199,
322674,
322899.
322946.
323190.
323243,
323276.
323301,
323209,
323321,
323326,
323331,
323339.
323341,
323348,
32335k,
323339,
323361,
323368.
323372,
323378.
323380.
32338B3.

PERCENT CUMULATIVE PERGENT CONSOL IDATED FAGIDR
-BILLS MCT MEE MGF PERCENT
10,462 0.0 0,000 0.¢ 0.000
25 423 15037.1 0.719 135621, 1 6. b8k
35.887 LDBE6.5 1.954 248197.5 11.866
37.5590 ’ LE926.4 2,243 268930.4 12,857
38,161 53022.4 2.535% 2881712.4 13.822
40.691 59454 .8 2.842 308786.8 14,762
Lz 233 66433.8 3.176 327966.8 15.679
3,709 73593.3 3.518 3LE6RT. 3 16,572
50.215 1102235.8 5.270 432215.8 20.663
60.221 190952.8 2.129 576863.8 271.579
66.726 2632B7.3 12.587 693703.3 33.164
71.050 325038.6 15.539 793138.6 37.918
78.428 L765h2.3 22.782 1034630.3 49,463
81.574 565844.5 27.052 1161696.5 55.538
84,033 651105.9 31.128 1270701.%9 60.°749
86.977 TIT6TT.4 37.17% H09387.4 £7.380
88.331 ByBIBY. 5 LD . 559 1489879.5 71.228
80,342 B66365.3 46,200 1591005, 3 76.062
95.316 1354539.9 64,757 180897%2.9 B6.483
97.681 1611086.4 77.022 1911046, 4 91,363
98,849 1774883 .4 84,853 1961033.4 93.753
99.395 1866562.8 89.236 1983922.8 on., auy
99.63i 1917259.1 51,660 2000135.1 95.622
99,781 1953240, 1 93.380 2009950, 1 96.092
99,850 1972007.6 oL, 277 2015567.6 86,360
99.865 1976344 2 Gl 485 2020044 .2 96.57h
9%.94D 2003912.7 95,803 2032862.7 97.187
99,957 2012669.5 26.221 20u406692.5 97.560
99.967 2019645, 1 96.555 20463991 97.834
99.975 2026125 .4 96.864 2050725 .4 98,041
99.577 2028711.8 96.988 2054611.8 G8.226
99,981 2033132, 4 97.199 2057932.4 98.385
5%.982 2035238.7 97,300 2D60884 .7 g8.526
99,284 2037599.4 97.413 2063559.4 OB .656
599.986 2081738.4 97.611 2065938, 4 98.768
99,987 20u2900.3 97.666 2068100,3 98.871
99.98% 2047382.2 57.881 2071882.2 99.052
9%.991 2051880.9 98,096 2075080.9 99,205
$9.993 2056 147.0 98.300 2077747.0 99,332
99.923 2058046, 8 98.391 20800u6.8 99,442
99,995 2065750. 1 98,759 2084500, 1 99.655
99.997 2071124, 0 99.016 2087624.0 99.805
99,998 2080920.6 93.484 2089670.6 99.%02
99.999 2084766.3 §2.668 2090766.3 99.955

10G.000 2091711.,7 100.000 2091711.7

100. 000
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MCF
UPPER CUMULAT IVE PERCENT GUMULATIVE PERGCENT
LIMIT BILLS BILLS MCFE MCFE
0.0 55. 7.902 G.0 0.000
1.0 56. 8.046 1.0 0.000
25.0 129, 18,534 721.7 0,187
30.0 151, 23,132 1847.3 0.479
§00.90 by, 63.793 58240 .1 15,086
1000.0 606. 87.069 164510.3 2,613
2000.0 665, §95.546 243778, 4 63.146
- 2500.0 673. 96.655 261700.% 67.788
30CG0.0 678, 97.414 275315.9 71.31%
£00D.0 684, 98,278 295426, 5 76.524
5000.0 690, 29,138 323569.5 83.814
£000.0 691, 99.282 329276.6 85,292
7000.0 681. 99.282 329276.6 85,292
8000.0 592, 99.425 337056.0 87.307
9000.0 69z, 59,425 337056.0 B7.307
16000.0 693, 99.56% -346791.8 89,829
11000, 0 693. 99.5869 3u6791.8 89,829
12000,0 654, 9%.713 358741.6 92,769
13660.0 694, 99.713 358141.6 92,769
18000,0 605. 89.856 3720321 96.367
15000.0 696. 106,000 386057.8 106,000
16000.0 696. 100.000 386057.8 100.000
17000.0 696. 100.000 386057.8 100,000
18000.0 656. 160,000 386057.8 10G.000
19000.0 636. 100.000 386057.8 100.900
20000.0 696. 100,000 386057.8 100,000 386057.8 100.000
25000.0 636, 166,000 386057.8 10G, 000 386057.8 100.000
30000. 696. 160, 000 386057.8 100.000 386057.8 100,000
35000.0 696, 100,000 386057.8 100,000 386057.8 100.000
400C0.0 696, 100,000 3B6057.8 180,000 386057.8 100.000
45000,0 696. 100,000 386057.8 100,000 386057.8 100,000
50000.0 695, 100,000 - 388057.8 100.000 386057.8 100,000
60000.0 696, 100,000 386057.8 100.000 386057.8 100,000 .
70000,0 696, 100.000 386057,8 100,000 386057.8 100,000 -
80000.0 §9¢6. 100,000 386057.8 100,000 386057.8 100.000
90000.0 €96, 100.000 386057.8 100,000 386057.8 100.000
100000.0 696. 100.000 386057.8 103.000 386D57.8 100.000
120000,0 696, 100,000 386057.8 100,000 386057.8 100.000
150000,0 696, 100,000 386057.8 100.000 385057.8 100. 000
200000.0 696G, 106.000 386057.8 106,000 386057.8 100.000
281489 ,0 £96. 100,000 386037.8 100,000 3186057.8 100.000
300000,0 696. 100,000 386057.8 100,000 386057.8 160,000
500000.0 626. 100.000 385057.8 100.000 386057.8 100.000
1000000.0 696, 100,000 3B6057.8 100.000 3B6057.8 100.000
9999999.9 696, 100,000 386057.8 100,000 386057.8 100.000
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CONSOL 1DATED FACTOR

MCF
UPPER CUMULATIVE PERCENT CUMULATIVE PERCENT
LIMIT BILLS BILLS MGF, MCF, MCF
0.0 g7. 19.2546 0.0 0.000 0.0
1.0 126, 25.000 15,2 0.011 393.,2
25.0 214, 12 K60 826.0 0.571 BOT8.0
50.0 2h6 ., 48,810 2071.8 1.h432 14971.8
H0O. 0 386. 76.587 312401 21,593 TBLED, 1
1000.0 CYER 94,246 B&676.6 61.297 117676.6
2000.0 499, 09.008 123156.6 85.131 133156.6
2500.0 495, 89.008 123156.6 85,131 135656,6
3000.0 500, 99.206 125743.6 86.920 137THI .6
4000.0 501. 99.405 129690.6 89,648 1416%90.6
5000.0 502, 59,403 138137 .6 92.722 1448137.6
6000.0 50h, 100.000 144666.6 100.000 144666.6
T000.8 500, 100.000 1hL666.6 100,000 THL666.6
8006.0 504, 100.000 THLEE6. 6 100, 000 148666, 6
9000.0 50k, 100,000 1hh666.6 100,000 181666, 6
10000.0 50i, 100.006¢ TBUB66,6 100.000 144666.6
11000.0 504, 109 . 000 184666, 6 100.000 144666.6
12000.0 50%., 100.000 T44666.6 100.000 16U666.6
13000.0 504, 100,000 1EBE65,.6 100,000 1LhE66.6
18000.0 504, 100.000 144666.6 160.000 IuR666.6
15000.0 504, 100.000¢ 144666, 6 100,000 1hi666.6
16000, 0 504, 100,000 144666,6 100,000 ThYG66E.6
17000.0 50k, 100.000 144666, 6 10G.600 T4h665.6
18000, 0 504, 100,000 184666.6 100,006 1Li666.6
19000, 0 504, 100.000 13666, 6 100.000 184666.6
20000,0 504, 100.000 148666,6 100.000¢ 154666.6
25009.0 504, 100.0600 144666.6 100.000 188666 .6
30000.0 504, 190.000 1hL666.6 100.000 144665.6
35000,0 504, 100.000 180666.6 100.000 T88666.6
40000.¢ 504, 100.000 144666.6 100,000 184666.6
45000,0 S04k, 100.000 14856.6 100,000 4666.6
50000.0 504, 180,000 THU666, 100,000 141666, 6
60060.0 50L, 100.000 T44666.6 100.000 HLE66.,6
10000.,0 50L, 100.000 1458666.6 100.000 144666.6
80000.0 50L., 160,000 T4U666.6 100.000 TUREEE.6
S0000.0 504, 100.000 144686.6 100.000 Thi666.6
100000. ¢ 504, 100.000 TLUE66. & 100,000 144666.6
1206000.0 504, 100,000 184666.6 100,000 184666.6
130000,0 501, 106.000 Tuh666.6 100.000 1HL666.6
200000, 0 304, 100.000 THLE66.6 100,000 184666.6
241489.0 504, 100,000 1HLE66.6 100,000 184666.6
300000.0 504, 100.006 1uh666.6 100.000 144666.6
500060.0 504, 160,000 Tuké66.6 100.000 144666.6
1000000, 0 504, 100.060 14L666.6 100.000 144666.6
9999995.9 504, 100,000 148666.6 100.000 144666.6

PERGENT

100, 00D
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FOR THE 12 MONTHS ENDERD $/2008

RATE SCHEDULE ©S0
DATA; T2 MOS, ACTUAL O MOS, ESTIMATED

MCF

UPPER CUMULAT IVE PERCENT CUMULATIVE PERGENT GONSOL 1DATED FACIOR
LIMIT BILLS ~BILLS MOE MCF MCE PERCENT
0.0 10. 83,333 .0 0.000 0.0 D, 000
1.0 10, 83,333 0.0 0.000 2.0 D.o21
25.0 11. 91.667 18.0 0.188 83.0 0.4ho
50.0 11, g1.667 18.0 0,788 68.0 0.710
806.9 11, 01.667 18.0 0.188 Lig.0 4,363
31000.0 1. 91.667 18.0 0.188 1018.0 10.626
2000.0 11 91.667 18.0 0.188 2018,0 21.06%
2530.0 11, 91.667 18.0 0.188 2518.0 26.284
3000.0 1. 91.667 18.0 0.188 3018.0 31.503
Ho0D, 0 1. 91,687 18.0 0.188 3018.0 57,942
5000,0 11. 91.667 8.0 0.188 5018.0 52,380
6000.0 11. 91.667 18.0 0.188 6018.0 £2.818
7000.0 11. 91.667 18.0 g.188 T018.0 73.257
8000.0 11. 91.667 18.0 0.188 8018.0 83.695
2000.0 T1. 21.867 18.0 0.188 9018.0 94,134
10000.0 12, 100,000 9580. 0 100,000 9580.0 10Q.C00
11000.6 12. 100.000 958D0.0D 190.000 9580.0 100.0090
12000.0 12. 100,000 9580,0 100,000 9580.0 100.000
13000.¢0 12. 100.000 9580.0 100,000 9580.0 100.000
14000.0 12, 300.000 9580.6 100,000 5580.0 100.000
15000.0 12. 100,000 $580.0 100.000 9580.0 100,000
16000.0 12, 100,000 9580,0 100,000 9580.0 160.000
17000.0 12, 100,000 9580.0 100.000 9580.0 100. 000
18000.0 12. 100.0006 9580.0 106,000 9580.0 100,000
19000.0 1e2. 100.000 9580, 0 100,000 9580.0 100.000
20000.0 12, 100.000 9580.0 100,000 8580.0 100.000
25000.0 12, 100.000 9580.,0 100,000 9580.0 100.000
3000G.0 12. 100,000 9580.0 10G.000 258¢.0 108,000
35000.0 12, 100.000 g580.0 100.000 0580.0 160,000
£0000.0 12. 100,000 9580.C . 100,000 9580.0 100,000
45000.0 2. 100,000 9580.0 106,000 9580.0 100.000
50000.0 12. 106,000 9580.0 100,000 9580.,0 100.000
60000.0 12. 100.000 9580.0 100.000 9580.0 1006. 000
00D, 0 12, 160,000 3580, 100,000 9580.0 100,000
BOOOD, O 12. 100,000 9580.0 100.0060 $580.0 108, DOD
50000, 0 12, 100.000 9580.0 160,000 9580.0 100,000
100600,0 12, 100,000 9580.0 100,000 95B0.0 100.000
120000.0 12. 100.000 9580.0 106,000 © 9580.0 100.000
150000,0 12. 100,000 9580.0 100,000 9580.0 100,000
200000.0 12, 100.060 9580.0 100,000 9580, ¢ 100,060
241489,0 12. 100, D00 .9580.¢ 100,000 9580.0 100.000
300000, 0 12, 100,000 9580.0 100.000 9580.0 100.000
300000.0 12, 100,000 9580.0 100.000 9580.0 100.000
1000000, 0 12. 100.000 9586.0 100,000 9580.0 100.000

99595992.9 12, 100,000 9580.0 100.000 9580. 1006.000




RATE SCHEDULE 68T

DATA: 12 MGS, ACTUAL § MOS, ESTIMATED
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MCF
UPPER CUMULATIVE
LIMIT BILLS
6.0 205,
1.0 205,
25.0 205,
50.0 206.
unG. o 213.
1600, 0 2186,
2000.0 216,
2500,0 216,
3000.0 Z216.
L000.0 216,
5000,0 216,
6000.0 216,
T000. 215,
8000.0 216.
90G0.0 216.
10000.0 216.
11000.0 216,
32000,0 216,
13000,0 216.
18000.0 216,
15006.0 218.
16000.0 216.
17600.0 216.
16000.¢ 216.
15000.0 216,
20000.0 216,
25000.0 216.
30000.0 216.
35000,0 216.
L40000.0 216.
45000, 0 216.
50000.6 216,
60000,0 216,
70000.0 216,
80000, 0 216.
90000, 0D 216,
100000.0 216.
T20000.0 216.
150000.0 216.
200000.0 216,
247489.0 216,
300000, 0 216.
500000.0 216.
1000000,0 216.
999999%.9 2186,

PERCENT
BILLS

94,907

100,000
100,000
100.000
100.000
100,000
100.000
100.000
106,000
100.000
100,000
100,000
100.000
100.000
100,000
100.000
100.000
100.000
100.000
100,000
100.000
100,000
160.000
100.000
100.000
10C.000
100,000
100,000
100.000
100.000
100.000
100.000
106.000
106.000
100.0060
100.000
100.000
10D0.000

CUMULATIVE PERCENT CONSOL IDATED FACTOR

MCF MCE MCE PERCENT
0.0 0.000 0.0 0.000
0.0 0.000 11.0 0.324
0.0 0.000 275.0 8.090
U5.7 1.344 545.7 16.054
1550.9 k5,625 2750.9 §0.928
3359.2 100.000 2399.2 100. 005
3399.2 100.000 3399.2 100.000
3399.2 100.000 3399.2 100,000
3399.2 100,060 3399.2 100.000
33095.2 100,000 3399.2 100,000
3393.2 100.000 3399.2 100.000
3399.2 100.000 3399.2 100, 000
3399.2 100.000 3399.2 100.000
3399.2 100.000 3399.2 100.000
3399.2 100.000 3389.2 100.000
3369.2 100,000 3399.2 100,000
3369.2 100.000 3399.2 100.00C
33595.2 100.000 3399.2 100.000
3399.2 100,000 3399.,2 100,000
3399.2 100.000 3399.2 100,000
3399.2 100.000 3399.2 100,006
3396.2 104,000 3399.2 100,000
3399.2 100.000 3399.2 100.000
3399.2 100.000 3399.2 100,000
3399.2 100,000 3399.2 100.000
3389.2 100.000 3399.2 100.000
3359.2 100,000 3399.2 100,000
3399.2 100,000 3399.2 100.000
33502 100,000 3399.2 100.000
3399.2 100,000 3399.2 100,000
3399.2 100.000 339%9.2 100.000
3399.2 100.000 3399.2 100.000
3399.2 100.000 3399.2 100. 000
3399.2 100,000 3399,2 190,000
33389,.2 100.000 3399.2 100,000
3399.2 100,000 3399.2 100,000
3399.2 100,000 3399.2 100.000
339%.2 100,000 3399.2 100.000
3399.2 100.000 3392.2 100. 000
33599.2 100.000 3399.2 100.000
3399.2 100,000 3389.2 100,006
3399.2 100.000 339%.2 100.000
33g99.2 160,000 3399.2 100,000
3399.2 100,600 3399.2 100.000
3399.2 106,000 3399.2 100.000




RATE SCHEULE &ST
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MCF
UPPER CUMULAT IVE
LIMIT Bilis
0.0 114,
1.0 114,
25.0 114,
50.0 114.
400.0 117.
1000.0 120.
2000.0 120,
2500.0 120,
3000.0 120.
4000.9 120,
5000.0 120.
£000,0 120.
7000.0 120.
8000.0 120.
90060, 0 120.
10060. 120,
11000.0 120.
12000, 0 120.
13000.0 120.
14000.,0 120.
15000.0 120,
16000, 0 120.
17000.0 120.
18000.0 120,
19000.0 120.
20000,0 120.
25000.0 120,
30000.0 120,
35000.0 120,
10000 .0 120,
450000 120,
50000.0 120.
60000.0 120.
70000.0 120.
£00066. 0 120.
90000, 0 120,
100000.0 120.
120000.0 120.
150000.0 120.
200000.0 120.
2414890 120.
300000.6 120,
500000, 0 120,
1800000.0 120,
5999995.9 120.

PERGENT
RILLS
85,080

100.000

CONSOL IDATED FACTOR

CUMULATIVE PERCENT
MGF MCE MGE
0.0 C.000 0.0
0.0 0.000 G.0
6.0 0.000 150.0
0.0 0.000 300.90
ik 0 23,009 1645, 0
19340 100.000 1234.0
1934.0 100,060 19340
1934, 0 100.000 1934.0
1934.0 100,000 1934.0
193%.0 160.000 1934, 0
1934.0 100,000 1934.0
1934.,0 100,000 1934.0
19340 100,006 1934.0
1934.0 100,000 1934, 0
1934, 0 106,000 1934.0
1634.0 100,000 1934.0
1934.0 100,000 1934.0
1934, ¢ 100.000 193k, 0
1934, 0 160.000 1834.0
1934.0 160.000 1934.0
1934.0 100,000 193%.0
1934.0 100.0060 1934.0
19340 106.000 193k, 0
1934.0 160.000 1934, 0
1934.0 100,000 1934, 0
1934,0 100.000 1935.0
1934, 0 100.000 1934. 6
193k, 0 100.000 1934.0
193&.0 100.000 1934.0
1934.0 100.000 1934.0
1934.,0 100.000 193k .¢
1934.0 100. 000 19340
19340 100.000 1934.0
1934.0 100,600 1934.0
1934, 0 100,000 1934.0
1934.0 100,006 1934.0
1934.0 100.000 1934.0
1934.0 106.660 1234, 0
1935.0 100.000 1934.0
1934.Q 100,000 1934.0
934,80 100.000 1934.0
1934.0 106,000 1934.0
1934.0 100.9000 1934L.0
1934.0 100.000 1934, 0
1934.0 100.000 1934.0

PERGENT
0.000

100,000
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FOR THE 12 MONTHS ENDED 9/2008

RATE SCHDULL 18
DATA: 12 MOS, ACTUAL 0 MOS, ESTIMATED

MCF
UPPER CUMULATIVE PERCENT CUMULATIVE PERQENT
LiIMIT BILLS JBILLS MGE MCFE
0.0 138. 95.833 0.0 0.000
1.0 138. 55.833 0.0 ¢.000
25.0 138, 95.833 0.0 0.000
50.0 138, 55.833 0.0 0.000
500,00 1. 97.917 639.8 22, 7h5
1000.0 Tk, 100,000 2812, 9 100.000
2000.0 kL, 100,000 2812.9 100.000
2500.0 Ty, 100.000 28712.9 100.000
3000.0 iy, 100,000 2812.9 100.000
LO00.0 iz, 100,000 g812.9% 100.500
5000.90 144, 100,000 2B12.9 100,000
6000.0 1y, 100,000 2812.9 100,000
7000.0 1hh, 100,000 2812.9 160,000
8000.0 144, 100,000 2812.8% 100.000
000.0 14b, 100,000 2812.5 100,000 2812.9 100, 000
10000,0 ki, 100,000 2812.9 100.000 2812.% 100,000
11000.C LLE 100,000 2812.9 100,000 2812.9 100,000
12000.0 i, 100.000 2812.9 100,000 2812.9 100,000
13000.0 Pl 100,000 2812.9 100, 00C 2812,9 100,000
15000.0 a4, 100,000 2812.9 100,000 2812.9 166,000
15000.0 1hh, 100,000 2812.9 100.000 2812.9 100,000
16000.0 hy, 100,000 2812.9 100,080 2812.9 100,000
17000.0 Thi, 100,000 2812.9 100.000 2812.9 100,000
18000.0 Tag, 106 . 000 2812.9 100,800 2812.9 100,000
19000.0 a4, 100,000 2812,9 100,000 2812.9 100,000
20000.0 iz, 100.000 2812.9 100,006 2812.9 100.000
25000,0 Thi, 160,000 2812.9 100,009 2812.9 100,000
30000.0 1kl 100,000 2812.9 100,000 2812.9 100,000
35000.0 gk, 100,000 2812.9 100,000 2812.9 100,000
40000.0C 4k, 100.000 2812.9 10G,000 2812.9 160,000
45000.0 14b, 100,000 2812.9 100,000 2812.9 100,000
50000.0 i, 100,000 2812.9 100.000 2812.9 100,000
£00040.0 Thdf, 10G.0060 2812,9 100,000 2812.9 100,000
70000.0 i, 100.000 2812.9 10G.000 2812.9 100,000
80000.0 hi, 100,600 2812.9 100,000 2812.9 100,000
50000.0 hh. 100,000 2812.9 100,000 2812.9 100,000
100000.0 4k, 100.000 2812.9 100.G00 2B12.9 100,000
120000,0 hh, 100,600 2812.9 100,000 2812.9 100,000
150000.0 54, 100.000 2812.9 100,000 2812.9 100,000
200000.0 LN 100.000 £812.9 100.000 2812.9 100,000
25148%.0 Thl, 100,000 2812.9 100,000 2812.9 100,000
300000,0 Tl 100.000 2812.9 160,000 2812.9 100. 000
560000.0 Tk, 100,000 T 2812.9 100,000 2812.9 100,000
10000006.0 Thi, 100,000 2812.¢% 100,000 2812.9 100,000
9999999.9 iy, 100,000 2812.9 100,000 2812.9 100,000
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FOR THE 12 MONTHS ENDED 9/2006

RATE SCHEDULE IS
DATA: 12 MOS, AQTUAL 0O MOS, ESTIMATED

MCF
UPPER CUMULATIVE  PERGENT CUMULATIVE  PERCENT
LiMIT BILLS _ BiLlS MCF MCF
0.0 597, 95,125 6.0 0.000
1.0 n97. 91,129 0.0 0,000
25.0 458, 90,318 5.0 0.015
50.0 498, g 318 5.0 0.015
400.0 508, 96.212 2199.0 £.626
1000.0 519, 98.295 9174.0 27.642
2000, 0 527. 98,67k 11345.0 34183
2500,0 522! 88.864 1349G.0 40,646
3000,0 526. 99.621 2470k.0 T, 434
1000.0 527. 59.811 28471.0 85.784
5000.0 528, 100.000 33189.0 100.000 0
£000.0 528. 100.000 33189.6  100.000 331890 100. 000
7000.0 558 . 100.000 33182.0 100,000 33189.0 100,000
8000.0 528, 100.000 33189.0 100 . 000 33189.0 100,000
5000.0 528. 100.000 33189.0 100.000 33189.0 100.000
10000.0 528. 100.000 33189.0  100.000 33183.6 160,060
11000.0 528 100.000 33189.0  100.000 33189.0 100.000
12000. 0 558 | 100 .000 33189.0  10G.000 3318%.9 100.000
43000.0 S28. 100 .000 33182.0  100.000 33189.0 100.000
15000.0 E25. 100.000 33185.0  100.000 33189.0 100. 000
15000. 0 528. 160,000 33189.0  100.000 33189.0 100. 000
16000.0 528 100,000 33189.0  100.000 33189.0 100,000
17000.0 528. 100.000 33185.0  100.000 33185.0 100.000
18000. 0 523, 100.000 33189.0  10D.00D 33189.D 100.000
19000.0 E2g. 100.000 33189.0  100.000 33185.0 100. 000
20000.0 528, 100.000 33189.0  100.000 33189.0 100. 000
25000.0 508 . 100,000 33189.0¢  100.000 33180.0 100,000
30000.0 528, 100. 00D 23185.0 100,000 33185.0 160,000
35000.0 528 . 100,000 33189.0  100.000 33189.0 100.000
50000.0 528, 100,000 33189.0 100 . 000 33189.0 100.000
¥5000.0 528, 100,000 33189.0 100,000 33185.0 100. 000
50000.0 525, 100 . 000 2318%.0 100.000 33189.0 100, 000
£00090. 0 528, 100,000 33189.0  100.000 33189.0 100.000
70000, 0 528. 100.000 33189.0  100.000 33189.0 100,000
80000.0 528. 100,000 33189.0 . 100.000 33189.0 100.000
SG000. 528. 100600 33189.0 °  100.0D0 33189.0 1060, 0006
100000.0 528. 100.000 33189.0  100.000 33185.0 100.000
120000, 0 528. 100,000 33189.0  100.000 33185.0 100,000
150000 .0 528, 100,000 33189.0  100.000 33189.0 100. 000
200000, 0 528, 100,000 33189.0 100,600 33189.0 100, 009
211485 .0 528, 100.000 33185.0  100.000 33189.0 100. 000
300000.0 528. 100.000 33189.0  100.000 33189.0 100,000
500000.0 528. 100.000 33189.0  100.000 33189.0 100.000
1000000. D 528, 100.000 33189.0  100.000 331859.0 100,000
9999999.9 528. 100.000 33185.0  100.000 33189.0 100.000
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MCF
UPPER
LIMIT

17000.0
18000.
19000.0
20000.0
25000.0
300060.0
35000.0
40000.0
45000.0
50000.,0
60006.0
70000.0
80000.0
90600,0
100000,0
120000.0
150000.0
200000.0
241489.0
300000,.C
500000.0
10006000.0
9999999, 9

GUMULAT IVE
BILLS
b,

PERGENT

_BILLS
16.667
16.667
16,667
16.667

160.000
109,000
100,000

CUMUL AT IVE PERCENT
MOE MGF

0.0 0.000

3.0 ¢.000

g.0 0.000

0.0 0.000

1132.0 5.768

&6142.0 238,011

16024, 0 73.156

16024.0 73.156

18553.0 84,701

21904,0 10C.000

2190&.0 100.000
21904.0 100,000 21904.0
21904,0 100,600 21904.0
21904.0 100,000 2190k,0
21904, 0 100,000 21904.0
21904.0 100.000 21904.0
21904,0 100.000 21904.0
21904.0 100,000 21904.0
21904.0 100,000 21504.0
23904.0 100,000 21904.0
21904.0C 100,000 21904.0
21904, 0 100,000 21904.0
21904.0 100.000 2719040
21504.0 100,000 21904.0
21904.0 100,000 21904.0
21904, 0 100,000 21904.0
21904, 0 160.000 2190k, 0
299040 100,000 21904.0
21904, ¢ 100,000 21904.0
21904, 0 100,000 21904,0
21904..0 100.000 27904.0
21904.0 100,000 21904.0
21904.0 100,000 219040
2190%,0 100,000 219040
21904,0 100,500 21904.0
21904.0 100.000 21504, 0
219040 100,000 21904, 0
21904.0 106,000 21904. ¢
21904.9D 100,000 21904.0
219040 100,000 21904.0
27904.0 100,000 2190L.0
21904, 0 100,600 21904, 0
21904, 0 100.000 21904.,0
21904 100,000 2190%.0
21904..0 10G.000 21904, 0

106. 000
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RATE SCHEDULE 8%
DATA: 12 MoS. ACTUAL 0O MOS, ESTIMATED

MCF
UPFER CUMULATIVE FPERCENT GUMUL AT IVE PERGENT ~CONSOL IDATED FACTOR
LIMIT BILLS BILLS MGF. MCF MGE PERCENT
0.0 203. 93.981 0.0 0.000 ¢.0 0.000
1.0 203, 93.981 0.0 0.000 13.0 0,184
25.0 204, 94, hih i8.9 0.268 318.9 L 524
50.0 204, G4 .44y 18.9 0,268 618.9 8.779
#00.0 209, 96.759 855.7 12,138 3658, 7 51.857
1000.0 214, 99 .07h Liu7.8 58.837 6147.8 87.208
2000.0 216. 100,000 Joul .6 100.000 ToLg.6 100.000
2500.0 216, 100,000 7049.6 100.000 7045.6 100.000
3000.0 218, 100,000 Foun.6 100,000 Jouo. 6 100,000
EQDD, O 216, 100.000 7049.6 100,000 T049.6 100,000
5000.0 218. 100,000 7049, 6 100.000 T049.6 10C.000
6000.0 216, 100,000 7049 .6 100.000 T049.86 100.000
7000.0 216, 100,000 7049.6 100.000 T0hG. 6 100.000
8000.0 218, 100.000 7049, 100,000 70hg.6 100,000
5000.0 216, 160,000 70496 100.000 TORG 6 100.000
10000.0 215, 100.00¢ 7049.6 100,000 T0LG,6 100.000
11000.0 216, 100,000 7049.6 100.000 T049.6 160,000
12000.0 216, 100.000 7049, 6 100,000 7049 .6 100,000
i3000.0 216, 100,000 7049, 6 100,006 T0hg.6 100,000
15000.0 216, 100,000 0Lh9.6 100.000 043,86 100.000
15000.0 216, 100,000 i0oug.6 100.000 7049.6 100,000
16000.0 216, 100.000 7049, 6 16G.000 704%.6 100.000
17000.0 216, 100..000 70ong .6 100.000 048 .6 100.000
18000,0 216, 160.000 i0h9.6 100,000 049.6 100.000
19000.0 216, 100,000 7049, 100.000 7045.6 100.000
20000.0 218. 100,000 70456 100,000 70L9 .5 100,000
25000.0 216. 100,000 7045.8 100,000 I049.6 100.000
30000.0 216, 100,000 089,56 100.000 7049,.6 100.000
35000.0 2186, 100.000 7040 .6 100.080 7049 .6 100,000
20000, 6 216, 100,000 7049 6 100.000 7049, 6 100,000
45000.0 2146, 100 .000 T048 .6 100,000 I049.6 100.000
50000,0 216, 100.000 049 .5 109.000 Tou9.6 100.000
60000,0 216, 100,000 7049.6 100,000 T0h9.6 100,060
70000.0 216, 100.000 7049.6 100.900 7049.6 100,000
80000.0 216, 100,000 7049, 6 160.000 7049 .6 100.000
90000, 0 216, 100,000 7049 .6 100,000 I049,6 100,000
100000.90 216, 100.000 7049.6 100.006 7049.6 100.000
120000, 0 216. 100,000 70U9.6 100.000 JOuS 6 100,060
150000.0 216. 100.0C0 7049.6 100.400 70486 100.000
200000.0 216, 100.000 T0h9 .6 100.000 IBLko.6 100,000
2L1489 .0 2146, 100,000 1049 .6 100,000 T0L9.6 106,000
300000.0 216. 100,000 085 .6 100,000 T0L49. 6 100,000
500000.,0 216. 100.000 04,6 100,000 7048, 6 100,000
1000000, 0 216, 100.000 T049.6 100,060 0u9.8 100.000

5999999, 9 214, 100.000 7049.6 160,000 T04G5.6 100.000
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MCF
UPPER
LIMIT

CUMULATIVE PERCENT

9000. 0
10000.0
11000.0
12000.0
13000.0
1000.0
15000,0
16000.90
17000.0
18000.0
312000, 0
20000.0
25000.0
30000,0
35000.0
L0000, 0
45000,0
5000G.90
€0000.,0
70000.0
80000.0
S0000.0

100000,0
120000.0
150000.0
200000, 0
24148%.0
300000.0
500000.0
1000000.0
9999999 .9

BILLS ~BILLS
147, 9k, 231
7. 94,231
T, oy 231
147, 94,2231
e, 95.513
149, 95.513
149, 95.513
150, 96. 154
153. g98.077
156. 100.000
156. 100.000
156. 100.600
156. 100,000
156. 100.000
156. 100,600
156. 100,000
156. 100.000
156, 100.000
156, 100.000
156, 100.000
1586, 100.000
136, 100.000
136. 100,000
156, 100.000
156. 100.000
156, 100, 000
156. 100,000
156. 100.000
156. 100.000
156, 100,000
156. 100.000
156, 100.000
156. 100,000
156, 100.000
156. 100.000
156. 100,000
156. 100,000
156. 100,000
154, 100,000
156. 160,000
156. 100,000
156. 160,000
156. 100.000
156. 100.000
156, 100.000

CUMULATIVE PERCENT . GONSOL IDATED FACTOR
MGF. MCE HMGE PERCENT
0.0 0.000 0.6 0,000
0.0 0.000 9.0 0.040
0.0 0,000 225.0 1.008
0.0 0.000 450.0 2.015
301.0 1.348 3101.0 13.887
301.0 1.348 7301.0 32.698
301.0 1.348 14301.0 6. 041
2678.,0 11.992 17678.0 79.163
10996.0 49 241 195996.0 89,54k
22331.0 100.000 22331.0 100,000
22331.0 100,000 22321.0 100. 000
22331.0 100,000 22331.0 100. 000
22331.0 100.000 22331.0 100,000
22331,8 100.000 22331.0 100,000
22331.0 100,000 22331.0 100.000
22331.0 100.000 22331.0 100.000
22331.0 100.000 22331.0 100.000
22331.0 100.000 22331.0 100.000
22331.0 160.000 22331.0 100.000
22331.0 100,000 22331.0 100.000C
22331.0 100.000 22331.06 100,000
22331.0 100.000 22331.0 100, 000
22331.0 100,000 22331.0 100.0C0
22331.0 100.000 22331.0 100.000
22331.0 100,000 22331.0 100,000
22331.0 100,000 22331.0 100,000
22331.0 100,060 22331.0 100,000
22331.0 100,000 22331.0 100,000
22331,0 160.000 22331.0 100,000
22331.0 109.000 22331,0 100.000
22331.,0 100,000 22331,0 106.000
22331.0 100.000 22331.0 10¢.000
22331.0 100.000 22331.0 100.000
22331.0 100.000 22331.0 160,000
22331.0 100,000 22331.0 100.000
22331.0 100.000 22331.0 100,000
22331.,0 100.000 22331.0 109,000
22331.0 100,000 22331.0 100,000
22331.0 100,000 22331.0 100.000
22331.0 100.000 22331.0 100,000
22331.0 100.000 22331.0 100.000
2233%1.0 100,000 22331,0 100,000
223351.0 100.000 22331.0 100,000
22331.0 100,000 22331.0 100,000
22331.0 100.000 22331.0 100,008
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MCF
UPPER CUMULAT IVE
LIMIT BILLS
0.0 17.
1.0 18,
25.0 61.
50.0 100.
400.C 241,
1000.0 327.
2000.9 366,
2500.0 3706.
3000.0 371.
1000.0 37e.
5000.0 37a.
6000.0 3712,
7600.0 i72.
8000.0 372.
2000.0 372.
10000.0 372,
11000.60 37z,
12000.0 372,
13000.0 372,
14000.0 37z,
15000.0 372.
16000.0 372.
17000.0 372,
18000.0 372.
19000,0 372,
20000.0 372,
25000.0 312,
30000.0 37a.
35000.0 372.
4D000.0 372,
45000,0 372,
50000.0 372.
£0000.0 372.
T0000.0 372,
80000.0 372.
90000.0 372.
1000006.0 372,
120000.0 372.
150000.0 372.
200000.0 372,
241689, 0 372.
300000.0 372.
500000.0 372.
1000000.0 372,
9999993.9 372,

PERCENT
BIELS
£.570
4,839
16.398
26.882

100.000

CONSOL IDATED FACTOR

CUMULAT IVE PERGENT
MCF MGF MEE
G.0 0.000 0.0
1.0 0.001 355,0
562.7 6.371 8337.7
2003.8 1.321 15603.8
30396.5 20,045 81596.5
820L5.6 54,107 127048.5
135733.0 89,509 147733.0
1814933 .7 95.576 149933.7
WTETL. T 97.384 150674.7
151682.4  100.000 151642.1
151682, 4 109.000 151642,
1516452.4  100.000 1516u2, 4
151642. 4 100,000 1516624
151642.4  100.D00 151642, 1
151602, 4 100,000 151642, 4
1516424 100.000 151642.4
151642.4 100.000 1516424
151642.4 100.000 151642.5
151642 1 100 .000 151642, 4
151642 .4 100,000 151642.4
151682, 14 100,000 151642.4
15i642.4  100.000 151642.4
1516482.4  100.000 151642. 4
151642.4  100.000 151642.5
151¢42.4 100,000 151642, 4
151642.4  100.000 1516h2.4
151682 .4 100,000 151642, 4
151642.14 160,000 1516624
151642.4  100.000 1514424
151642.4  100.000 151642.5
151642, 1 100.000 151642, 4
1516424 100,000 151642.4
151602.4  100.000 151642.8
1B1642.4 100,000 1516424
151642 .4 100.000 151642.4
151642.4  100.000 151642 .4
1516424 100.000 151642, 4
1516U2.4 100000 151642, 4
151642.4 100.000 151642.4
151642, 4 100000 151642.1
151642.45  100.000 15148210t
151642 .4 100.000 151602 . 4
1596124 100,000 1516424
1516424 100.000 1516424
1516421 100,000 151642, 4

PERCENT
0.000
0.234

100.000
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MOF
UPPER CUMULAT IVE
LINIT BILLS
0.0 3.
1.0 8,
25.0 28,
50.0 32,
0.6 T3,
10000 89,
2000, 0 102,
2500 .0 107.
3000.0 108,
4000, 0 108.
5000.0 108.
£000.0 108 .
7000.0 108,
8000.0 108,
9000 .0 108.
10000.0 108.
11000.0 108.
12000, 0 108.
13000.0 168,
1Ho00.0 108,
15000, O 108.
16000.0 108.
17000.0 108.
18000.0 108.
13000.0 108.
20000, 0 108,
25000.0 108.
30000.0 108.
35000.0 108,
40000, 0 108.
u5000.0 108,
50000.6 108,
50000.0 108.
70000,0 108.
80GG0. 0 108.
$0000.0 108.
100000,0 108.
120000 .0 108.
15000G.0 108,
200600.0 108.
211485, 0 108,
30000B.0 108.
500000,0 108,
1000006.0 108.
999999%,9 108,

PERGENT
BiLLS
Z.778
7.407
25,926
29,630
67.593

160,000
T00.000

CUMULATIVE PERGENT CONSOL 1DATED FACTOR
MCF MCE MCE PERCENT
D.0 (.00 Q.0 0.000
2.2 0.004 102, 0.194
288, 1 0.472 2248 1 L. 2Ty
396.2 D.753 4196.2 T.977
9251.9 17.589 23251.9 Lo, 204
21103 .2 H0.119 40103.2 76.239
38627.3 73.433 50627.3 96.246
H2677.5 o Bl 52177.5 99.193
52601.8 100,600 52601.8 100.000
52601.8 10¢,000 52601.8 100.0090
52601.8 100,000 52601.8 100,000
52601.8 160.000 52601.8 100.000
52601.8 100,000 52601.8 106.060
22601.8 100.000 52601.8 100.000
52601.8 100,000 52601.8 100.000
52601,8 100,000 52601.8 100, 060
52601.8 100,000 52601.8 100,000
52601.8 100.000 52601.8 100,000
52601.8 100,000 52601.8 160.000
52601.8 100,000 52601.8 100.000
52601.8 100,000 52601.8 100,000
52601.8 100,000 52601.8 100.000
52601.8 300.000 52601,8 100.000
52601.8 100.000 52601.8 100,000
52501.8 100.000 52601.8 100,000
52601.8 100.000 52601.8 100.000
52601.8 100.000 52601.8 100,000
52601.8 106,000 52601.8 100.000
52601.8 100.0060 52601.8 100,000
52601.8 1006.600 52601.8 100.000
52601.8 106.000 52601,8 100.000
52601.8 100.00C 52601.8 100. 000
52601.8 100,000 52601.8 100.000
52601.8 100,000 52601.8 100.000
52601.8 100,000 52601.8 100.000
52601.8 160,000 52601.8 100.000
52601.8 100.000 52601.8 100.600
52601.8 100.000 52601.8 100.000
52601.8 100.000 52601.8 100. 000
52601.8 100,000 52601.8 100.000
52601.8 100.000 52601.8 100.000
52601.8 100.000 52601.8 T100. 000
52601.8 100.000 52601.8 100,000
52601.8 100 .000 52601.8 100.000
52601.8 100,000 52601.8 100,000
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30ﬂ

20000. 0
25000.0
30000.0
35000.0
40000.0
L45060.0
30000, 0
60000.0
70000.0
80000.0
0000, 0
100000.0
120000.0
150C00.0
200000.0
247485, 0
300000.0
500000.0
1000000.0
5593959, g

CUMULAT |VE PERCENT CUMUL AT IVE
BILLS ~Bills MCF

0. 8.000 0.0
c. C.000 0.6
0. 0.000 0.0
0. 0.600 ¢g.¢
1. 1.389 351,9
35 L48.611 23855.5
66 91,667 £65886,.7
72 100.9000 79633.8
72 100.000 73633,8
7z 100,000 79633.8
72 100. 000 79633 8
72, 100.000 79633.8
72, 100.600 79533.8
T2, 100.000 79633.8
72. 100,600 72633.8
iz, 100.000 79833.8
72, 100.000 79633.8
Tz, 100.000 75633.8
T2, 100.000 79633.8
2. 100.000 79633.8
iz. 100,000 79633.8
72, 100.060 79633.,8
72, 165.000 79633.8
72, 100,900 79633.8
iz, 100.000 79633.8
72, 100.000 79633.8
72, 100.000 79633.8
72, 100.000 79633.8
2. 100,000 79633 .8
2. 100.000 79633.8
12, 100.000 T9633.8
iz, 100,000 79633.8
72, 100,000 19633.8
2. 100,000 79633.8
72, 100,000 79633.8
72. 100,008 79633.8
2. 100.000 796338
T2, 100.000 79633.8
72, 100.000 79633.8
72. 100,000 79633.8
72. 100,000 79633.8
72, 100.000 796338
72, 100,000 19633.8
72. 100.000 79633.8
72, 100.000 79633.8

PERCENT  __ CONSOL IDATED FACTOR
MCF MoF PERCENT
6.600 0.0 0.000
0.060 72.0 0.080
0.000 1800.0 2,260
0.000 3600.0 4,521
0.442 28751.9 36,105

29.957 50855 .6 76.419
82.737 T1886.7 97 . 806

100,000 79633.8 100,000

100 .0606 79633.8 100.000

100 . 000 75633.8 100,000

100.000 79633.8 100. 000

100.000 79633.8 100,000

100. 000 79633. 8 100. 600

100,000 79633.8 100. 000

100,000 79633.8 100.000

100.000 79633.8 100, 000

100.000 79633.3 100,000

100.000 79633.8 100.000

100.000 79633.8 100. 000

100.000 79633,8 100,000

100 .000 79633.8 100.000

100,000 79633 .8 100,060

100,000 79633.8 160,000

100.000 79633.8 100,000

100.000 79633.8 100. 000

100.000 79633.8 100,000

100 .000 75633.8 100,000

100,000 796238 100 . DO0

100 .0460 79633, 8 100,600

100000 79633.8 100.000

100,000 79633.8 100.000

100.000 75633.8 100. 000

100.000 74633.8 100.000

100.000 79633.8 100,000

100 .600 79633.8 100.000

100,000 75633.8 100.000

100,000 79633 .8 160.000

100000 79633.6 100,000

100.0060 79633.8 100.000

100, 000 7956338 100. 000

100.000 79633.8 106, 000

100,060 796238 100. DOO

100,000 79633.8 106, 60D

100,000 79633,8 100, 000

100.000 79633.8 100,000
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FOR THE 12 MONTHS ENDED 9/2004

RATE SCHEDULE DS-GS
DATA: 12 MOS. ACTUAL 0 MDS, ESTIMATED

MCF . .
UPPER CUMULATIVE PERCENT GUMULATIVE PERCENT CONSOL IDATED FACTOR .
LiMiT BILLS ~BILLS | _MCE MCE MOF, PERCENT

0.0 1. 2.083 ¢.0 0.000 0.0 0.00D
1.0 1. 2,083 0.0 ©.000 &7.0 0.120
25,0 6. 12.500 27.0 G.069 1077.0 2,758
50.0 9. 18.750 129.0 0.329 2079.0 5.30%

400.0 15. 31.250 1135.0 2,898 14335, 0 36.603
1000.0 33, 68.750 12888.0 32.909 27888.0 71.210
2000.0 45, 93.750 28979.90 73,996 34979.0 89.316
Z2500.0 46, 95,833 31081.0 79.363 36081.0 92,130
3000.0 hé, 95,833 31681.0 79.363 37081.0 gk, 684
4000,0 Ly, 97.917 34862.0 89.016 38862.0 99.231
5000,0 Ly, 106,000 39163.0 100.000 39163.0 100,000
6000,0 18, 100,000 39163.0 100.000 39163.0 160,000
7000.0 he, 100,000 39163.0 100.000 39163.0 100.000
8000, 0 Lg, 100.000 39163.0 100.000 39163.0 100, 000
9000.0 4g, 100,000 39163.0 100.000 39163.0 100.000
10000.0 La, 100,000 39163.0 160.000 39163.0 106.000
11066.0 bg, 100.000 39163.0 100.000 39163.0 100.000

12000.0 L, 100,000 39163.90 106.000 39163.0 100.000
13000,0 ba, 100,000 38163.0 100.000 39163.0 100,000
15000, 0 0g, 100.00C 39163.0 100.000 39163.90 100.000
15000.0 Ly, 10G.000 39163.0 100,000 39163.0 100.000
160000 48, 100,000 38143.0 16G.000 32163.0 100.000
17000.0 Ly, 100.000 39163.0 100.000 39163.0 100.000
186000.0 L 100.000 391632,0 100.000 39163.0 100,000
19000.0 b8, 106.000 39163.0 100,000 39163.0 100.000
20000,0 Lg, 100,000 38163.0 100,000 29163.0 100,000
25000.0 Ly, 100.000 39163.0 100.000 39183.0 100.000
30000.0 Lg, 100.000 39163.90 100,000 39183.0 100,060
35000.0 4g. 106,000 39163.0 100,000 39163.0 100,000
40000.0 4, 100,000 39163.0 100.000 39163.0 100,000
E5000,0 (i3 100.000 39163,0 100.000 39163.0 100.000
50000.0 48, 100.000 39163.0 100.000 39163.0 160.0060
60000.0D ba, 106.000 35163.0 100,000 39163.0 100.000
F0000.0 ig, 100,000 39163.0 160,000 39163.0 100.000
80000.0 Lg. 100,000 39163.0 100.000 39183.0 100,000
g0000.0 L8, 160,000 39763.0 100,000 39163.0 100.000
T00000.0 ig, 100.000 35163.0 100.000 39163,0 100.000
120000.0 Ly, 100.000 39163.0 106.000 39163.0 100.000
150000.0 4y, 100.000 39163.0 100,000 39163.0 100.000
200000,0 ha, 100,000 32163.0 100.000 39163.0 100,000
20148%.0 La, 106.000 39163.0 100,000 39162.0 100,000
300000,0 kg, 100.000 39163.0 100,000 35163.0 100,000
500000.0 48, 100,000 39163.0 100,000 39163.0 160.000
1000000, 0 by, 100,000 39163.0 100,000 38163.0 100.000

9999359, 9 43, 100.000 39163.0 100,000 39163.0 100.00D
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MCF -
UPPER CUMUL AT IVE
LiMIT BH.LS
0.0 o,
1.0 0.
25.0 0.
50.0 1.
hoO. 0 11,
1600, 0 38.
2000, 0 130.
2500, 0 138,
3000.0 il
1000.0 144,
5000,0 o,
6000.0 Thb,
7000.0 g,
8000.0 iy,
a000.0 1k,
16000. 0 Tal,
11000.0 4t
12000.0 Tt
13000.0 LEYN
14000, 0 b,
15000.0 iy,
16000,0 ik,
17000.0 Thl,
18060.0 T,
19000.0 Thdr,
20000.0 T,
] 25000.0 Tak,
30000, 0 Ty,
35000.0 e,
46000 . 0 Ty,
45000.0 g,
50000.0 T,
60000.0 iy,
70000.0 hh,
80000, 0 Taly,
30000.0 144,
100000, 0 hi,
120000.0 4i,
1500060 Ty,
200000.0 bk,
2514886, 0 1k,
300000.0 i,
500000.,0 a4,
1000000, 0 Thiy,
999999%. 9 i,

PERCENT
BILLS

100.000

1006.000
100.000
100,000
100,900
100.000
106.000
100.000
100.000
160,000

CUMULAT IVE PERGCENT CONSOL IDATED FAGTOR
MGF MCF MOE ERCENT
0.0 0.000 0.0 0.000
0.0 0.000 4k, 0 0.085
0.0 0.000 3800.0 2,115
2,0 0.025 7192.0 4,225
1956.2 1.7149 55156.2 32,406
37345.0 21.941 122345.0 11.880
135747.7 79.755 163747.7 96.205
153258, 5 90,043 168258.5 98.856
170206.2 100.000 170206.2 100,000
170206, 2 100.000 170206.2 140,000
170206.2 100,000 170266.2 100.000
170206.2 100.000 170206.2 100.000
170206.2 180,000 170206.2 100.000
170206.2 106.000 170206.2 100,000
170206.2 100.000 170206.2 100.060
170206.2 100,000 170206.2 100.000
170206.2 100,000 170206.2 100,060
170206.2 100.000 170206.2 180,000
170206.2 100,000 170206.2 100.000
170206.2 100,000 170206, 2 100,000
1706206.2 100.009 170206.2 100,000
170206.2 160,000 170206.2 100,000
170206.2 100.000 1702056.2 100.000
170206.2 100,000 170206.2 100.000
170206.2 100,000 170206.2 100.000
170206.2 100.000 170206,2 100, 000
170206.2 100,000 170206.2 100,000
170205.2 100.000 170206.2 100,006
170206.2 100.000 170206,2 100,000
170206.2 100.000 170206.2 100.000
170206.2 100.000 170206.2 100,000
170208.2 10D. 00D 170206.2 100, 000
170206.2 106.000 170206.2 100,000
170206,2 100.000 170206.2 160,000
170206.2 100.000 170206.2 100.000
170206.2 100.000 170206.2 10¢.000
170206.2 100,000 170206.2 100,000
170206.2 100.000 170206.2 100. 000
170206.2 100,000 170206.2 100.080
170206.2 160,000 170206.2 160.000
170206.2 100.000 170206.2 100.000
17G206.2 100.000 1702086.2 100,000
17D206.2 10G.000 170206.2 100,000
170206.2 100,000 170206.2 100.000
170206. 100,000 170206.2 106.000
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MCF
UPPER CUMULAT IVE
LIMIT BILLS
0.0 9,
1.0 0.
2%.,0 0.
50.0 1,
800,90 12.
1000.0 23.
2000.0 47,
2500.0 54,
2000.0 &0,
LOGCO. 0 50,
5000,0 60,
6000,0 60,
T000.0 60,
8000.0 60,
9000, 0 60,
10000.0 60,
11000.0 60,
12000.0 60,
13000.0 80,
14000.0 60.
15000.0 60,
16000,0 60,
17600.0 69,
18000.0 60.
19000.,0 60,
20000,90 60,
25000.0 60,
30000.0 &0,
35000.0 &0,
HQ00G.0 60.
45000, 0 £0.
56000.0 &0,
60000.0 60,
T0000.0 60.
80000, 0 &D.
90000.0 60.
100000,0 80.
120000.0 60,
150000.0 &0.
200000.0 60,
281489, 0 60.
300000,0 60.
500000.0 60,
1000000.,0 60,
9905999, 9 60,

PERGENT
BifLS
0,000
0.000
0.000
1.667

100.000
100.000
160,000
100.000
100.0060
100,000
100.000
106,000
100,000
100,000
100.000
100.000
100,000
100.000
100.00C
100.000
100.000
100,000
100,000
100,000
100,000

CUMULATIVE PERCENT CONSOL IDATED FACTOR
MoE MCF, MGE PERCENT
0.0 0,000 0.0 0.000
0.0 G.000 60,0 0.075
0.0 0.000 1500, 0 1.857
43.0 0.054 2993.0 3,784
2172.0 2,746 21372.,0 27.023
11205.0 1,168 §8205% 0 60.052
47892.0 60.556 7i852.0 93.431
62922.0 19.560 77922.,0 98.527
79087.0 100.000 79087.0 100,000
79087.0 100,000 73087.0 100.000
79087.0 100,000 79087.0 100,000
T9087.0 166,000 79087.0 100.000
79087.0 100.000 79087.0 100.000
79087.0 100.000 TO087.0 100,000
79087 .0 100,000 79087.0 100.000
T9087.0 100.000 79087.0 100,000
79087.D 100.000 79087.0 100.000
75087.0 100,000 79087.0 100.000
79087.0 100.000 79087.0 100,000
79087.0 100,600 79087.0 100. 006
79087.0 100.000 79087.0 100,000
T9087.0 100.000 79087.0 100,000
79087.0 100,300 79087.0 100,000
79087.0 100.000 79087.0 1006.060
79087.0 100.000 79087.0 160,000
19087.0C 100.000 79087.0 100,000
79087.0 160,000 79087.0 100.000
79087.0 100.000 73087.0 100.000
79087.0 100.000 79087.0 100,000
T9087.0 100.000 79087.0 100.000
79087.0 100,000 79087.0 106,000
75087.0 100,000 T9087.0 104.000
79087.0 106.000 790870 100.000
79087.0 100.000 79087.0 100.9000
79087.0 106,000 79087.0 100,000
79087.90 100.000 79087.0 100.000
79087.0 100,006 79087.0 100,000
79087.0 100,000 T9087.0 100,900
T9087.0 100.000 79087.0 100,000
79087.0C 100.800 TODRT.D 1060.000
79087.0 100.000 75087.0 100, 00D
79087.0 100.0C0 79087.0 100.000
79087,0 100.000 79087.0 100.000
79087.0 100.000 79087.0 100.000
79087.0 100.000 T9087.0 1006.000
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FOR THE 12 MONTHS ENDED /2006

RATE SCHEDULE DS-1S
DATA: 12 MOS . AGTUAL 0 Mos. ESTIMATED

WCF

UPPER CUMULAT IVE PERCENT CUMUL AT IVE PERGENT CONSOL IDATED, FAGTOR
LIMIT BILLS _BILLS. . MCE MCF MGFE PERGENT
0.0 14, 8.97h 0.0 0.000 0.0 C.000
1.0 Th. 8.974 0.0 0,000 e, o o.027
25.0 4, B.9T74 0.0 0,000 3550.0 0.664
50.0 H, 8.974 0.0 0.000 7100,0 1,328
500.0 2y, 15,38% 1770.6 0,331 58570.6 10,211
1000.9 35. 22.136 28930.0 1.671 129930.9 21,312
2000.0 LER 31.510 25314, 1 5.485 243314, 1 B5 527
2500.0 57. 36.538 §7384.7 8,866 294884 .7 55.176
3000.0 70. nly 872 83095.7 15.548 341095.7 63.823
4D00.0 102, 6% .385 1959686.9 36.671 111986,9 77.088
5000.0 128, a82.051 311420.1 58.270 45420, 1 84, U56
6000.0 139, 89,103 372355.1 69.672 47H355. 1 88.757
7000.0 143, 91.667 398070.8 Th 484 489070.8 91.511
8000.0 8. 94,872 4349197.8 81.377 u98911.86 93.352
9000.0 151, 96.795 LSOLTS. 86.161 505578.4 94,581
10000.0 151. 96.795 BEOHTR . L 86.161 510478.4 9%.517
11000.0 151, 96,795 460478 .4 86.161 515478 .4 96.452
12009.0 152, 97.u436 571872.6 88,293 519872.6 97.274
13000.0 152. 97.436 471872.6 88.293 523872.6 98.023
14000.0 153. 98.077 §85460,.2 90.835 527460.2 98,694
15000.0 154, 98,718 499%68.9 93.550 529968.9 99,163
16000.90 15k, 98.718 499968.9 93,550 531968.9 59.538
17000.0 155, 99.359 516915.5 26.721 533915.5 99.902
18000.0 156. 100.000 534439.5 100,000 5348432.5 160.000
12000.0 156. 100.000 534439.5 100.000 534439.5 100.000
20000.0 156. 100.000 534439.5 100.000 534439.5 100. 000
25000.0 156. 100.000 53u4439.5 300.000 534439.%5 100,000
30000.0 156. 100.000 534439 .5 190.000 534L36.5 100.000
35000.C 156. 100.000 534439.5 100,000 534439.5 100.000
40000.0 156. 100,000 534430.5 100.000 535439.5 100.000
45000.0 156. 100.000 534439.5 109.000 534439.5 100.000
50000.0 156, 100.000 534439.5 100.000 531139.5 100.000
£0000.0 156. 100.000 53443%.5 100.000 534439.5 100.000
70000.0 156. 100.000 538439, 5 100,000 534439,5 100,000
80000.0 156. 100.000 53u439.5 100,000 534439.5 100,000
90000.0 156, 100.000 534439.5 106,000 538439.5 100,000
100000.0 156. 100.000 534439.5 100,000 534439.5 100.000
120000.0 156. 160.000 534439.5 100.000 534039.5 100,000
150000.0 156. 100,000 5348439.5 100.000 SIHH3P. T 100.000
200000.0 156. 106,000 534039.5 100.00¢ 534435.5 100,000
241489 .0 156. 100,000 534439.5 100.000 534439.5 100.000
300000.0 156. 100.000 538835 .5 100.000 554439.5 100.000
500000.0 156. 100,000 53ui439.5 100.000 534439.3 100,000
1000000, 0 156. 100.000 53u439.5 100,000 538439.5 100.000
9559393.5 156, 100.0008 534439.5 100.000¢ 53u439.5 100.000
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FOR THE 12 MONTHS ENDED $/2006

RATE SCHEDULE DS-18
DATA: 12 MOS. ACTUAL O MOS, ESTIMAYED

MCF

UPPER CUMULAT IVE PERCENT CUMULATIVE PERCENT CORSOL IDATED FACTOR
LIMIT 8ILLS BI1LLS MOE MCF MCE PERCENT
0.0 4. 4,167 0.0 0.000 0.0 0.000
1.0 15. L. heh 1.0 0.000 322.0 0,005
25.0 18. 5.357 3.0 0.001 7993.0 0.127
50.0 18. 5.357 3.0 0.001 15843.0 0.25%
400,0 27. 8,036 209.0 0.033 125649.0 2,000
1060.0 37. 11.012 8521.9 0,136 307521.0 . 894
2000.0 59. 17.560 45047.0 0.717 599047.0 9.534
2500.0 T8. 23.214 87341.0 1.390 T32381.0 11.655
3000.0 95. 28.274 133633.0 2.127 856633.0 13.633
4000. 126. 37.500 243306.0 3.872 1083306.0 17,241
5000.0 s, b3 . 452 332590.0 5.293 1282590.0 20.412
6000.0 161, §v.917 335203.0 6.608 1465203.0 23,318
7000.0 172. 51.180 LBAUT2,0 7.742 1638472.0 26,012
8000.0 186. 55.357 592092.0 5.423 1792092.0 28.521
9000.06 202, 60.112 726836.0 11,567 1932836.0 30.761
10000.0 213. 63.393 831863.0 13.239 2061863.0 32,814
11600.0 221, 65.774 916568.0 14,587 2181568.0 34,718
12000.0 228, 67.857 998157.0 15.885 2294157.0 36.511
13000.0 233, 69.345 1060815,0 16.876 2399415.0 is.186
H000.0 235. 69.940 1088086.0 17.3717 2502086.0 39.820
15000.0 24, 72.619 1219961.0 19.415 25569961.0C 41,378
16000.0 253, 15.298 1359282.0 21.633 2687282.0 k2, 767
17000.0 256. 76.190 407913.0 22,407 2767913.0 44,051
18000.0 263, 78.274 1530157.9 24,352 2844157.0 L5, 264
190C0.0 267. 79.464 160u4025.0 25.528 2915025.0 6,392
20000.0 268, 79.762 1623877.0 25,844 2983877.0 L7488
25000.0 27k, 81.548 1760250.0 26.015 3310290.0 52.682
30000,0 283. 8,226 1995287 .0 31.754 3565287.0 57.059
35000.0 289. 86.012 2188606.0 34,831 3833606.0 61.011
40000, 0 290, 87.500 2378585.0 37.855 4058585.0 64.591
15000.0 299, 88.588 2588576.0 41.196 h253576.0 £7.694
50000.9 302. 89.581 2732681.0 43,490 §u32681.0 70,545
60000.0 308. 91.667 3CT5 0.0 4B .940 475514 .0 T5.677
70000.0 313. 93.155 3387022.0 53,904 ueg97022.0 19.524%
806000.0 314, 93 .452 3466588.0 55.970 5226588.0 83.180
20000.0 316. 4,048 3643581.0 57.987 5L3581.0 86.633
100000.0 318. on, 643 3834158.0 61,020 5634158.0 89.666
120000.0 330, 98.214 5147709.0 81.924 5867709.0 93,383
150000,0 331, 98.512 B273277.0 83,923 6023277.0 95.859
200000.0 333. 95,107 5634788.0 89.676 6234788.0 99.225
241h89.0 336, 160.000 6283491.,0 100,000 62834%1.0 100,000
300000.0 336. 100.000 6283491.0 100.000 6283491.0 100,000
S00000.0 336. 100,000 6283491.0 100.000 6283491.0 100.000
1000000.0 336 100,000 6283451.0 100,000 6283491.0 100.000

99995959.9 336. 100.000 62834951.0 100.000 6283491.0 100.000
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MCF
UPPER CUMULAT IVE
LiMiy BILLS
¢.0 O,
1.0 0.
25.0 D,
50.0 1.
#00.0 3.
1000.0 10.
2000.0 50,
2500.0 70,
3000.0 83.
Lp0o. o 105.
3000.0 125,
£000.0 129,
7000.0 152,
$000.0 161.
9000.90 165,
16000.0 170.
11000.0 175,
12000.0 178.
13000.0 82,
1000, ¢ 187.
15000.0 189,
16000.6 190.
17000.0 131,
18000.0 EER
15¢00,0 192.
20000,0 192.
25000.0 192,
30000.,0 192.
35000.0 192,
0006, 0 192,
L5000, 0 192,
50000.0 192,
60000.0 192,
70000.0 192.
80000.0 192.
90000.0 192.
1000006, 0 192,
120000, ¢ g2,
1506000.0 192.
200000,0 192,
241489, 0 i9a,
300000.6 192.
500060.0 192,
1000000, 0 192,
9999999, 5 192,

PERCENT
~BLLLS
0.000
0,000
¢.000
0,521
1.562
5.208

100.000
100.000
100,000
100,000
100,000
100.000
100.000
100,000
100.000
106.000
100,000
100,000
100.000

100. 060

100,000

CUMULATIVE PERGENT CONSOL 1DATED FACTOR
MGE MCF, MGE PERCENT
0.0 2,000 G.o 0.000

0.0 G.000 192.0 G.021

0.0 0.000 4800.0 0.329

46.0 0.005 9596,0 1.058
540,08 0,060 76140.0 8.384
5576.5 C.615 187576.5 20.679
67852.14 7.480 351852 .4 38.790
112681.9 12,423 417681.9 46,048
158906.9 16.416 B715906.9 52 La7
2248700. 4 24 772 572700.4 £3.138
31362.2 34 657 84n3pe 2 71.589
350252.8 43.020 708252.8 78,082
hTu2ne. 5 52,283 54242, 5 83,152
5L42L88,4 52,808 790498 .4 87.149
576122.4% 63.515 g19i2e.4 50,305
623355.2 68.722 843355, 92.976
676549, 3 74.631 B63S4S.3 95,247
712081.1 78.508 880081, 1 97.025
761025.0 £3.900 891025.0 98,232
828762, 9 91,368 BOBYEZ. 9 99,085
858024 .8 94,594 903024.8 99.555
873386.5 96.287 905386.5 29%.815
889844 .2 28.101 908y, 2 99,9786
S07065.2 100.000 907065.2 100.000
907065,2 100.000 907065,2 100,000
207065 .2 100.000 g07065.2 100.000
907065,2 100.000 S907065.2 1060.000
307065,2 100.000 S07065.2 100.000
907065.2 100.000 907065,2 100.000
SOT065.2 100.000 907065.2 100,000
GOT065. 2 100.000 907065.2 100.000
S07065.2 100,000 207085.2 160,000
907065.2 100.000 907065.2 100,000
907065.2 100,000 90T065.2 160.000
907065 .2 100.000 Q07065.2 T00.000
907065 .2 100.000 907065.2 100.000
907065.2 10C.,000 9070652 100,000
BOT065.2 100,000 207065.2 100.000
907065.2 100,000 907065.2 100.000
9070665.2 100.000 907065.2 100.000
907065.2 190,000 9q7065.2 100.000
907065,2 100,000 907065.2 100.000
907065,2 100,000 907065.2 100,000
907065.2 100,000 907065, 2 100.000
907065.2 100.000 207065.2 100.000
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FOR THE 12 MONTHS ENDED 9/2006

RATE SCHEDULE DS-i{8-58
DATA: 12 MOS., ACTUAL _Q MOS8, ESTIMATED

MCF

UPPER CUMULAT IVE PERGENT CUMULATIVE PERGENT CONSOL IDATED FACTOR
LIMIT BILLS BILLS MGE MGF MCFE PERCENT
0.0 10. L4.630 0.0 §.000 G.0 0,000
1.0 10, L.630 0.0 0.000 206.0 G.017
25.0 ik, 6.481 56.0 0.004 5106.0 0.4170
50.0 i7. 7.870 171.0 0.01% 10121.0 0.813
L0G.O 32, 14.815 325h.0 'D.251 76854.0 6.174
1000.0 h, 20,370 11688.0C 0.938 183688.0 1,756
2000.0 76. 32.407 52397.0 k.209 3uh387.0 27.667
2500.0 90, 1,667 96887.0 7.783 1111887.0 33.08%9
3000.0 107, 49,537 143417.0 11.521 LTOu17.0 37.791
4000, 0 125, 57.870 206796.0 16.613 570796.0 L5.855
5000.0 137. 63.426 261696.0 21.023 656696.0 52.755
6000.0 1hs. £8.519 321981.0 25,866 7299871.0 58.6u3
7000,0 152, 70.370 347956.0 27.953 795956.0 63.943
8000.0 156. iz2.222 378102.0 30,375 858102.0 68.935
3000,0 163. 75.463 136536.0 35.069 913536.0 73.388
30000.0 171, 79.167 514522,0 31.334 964522.0 T7.484
11000.0 177G, 82.870 598427.0 48,074 1005427 .0 80.770
12000.0 186. 85,111 &77727.0 54 445 1037727.0 83.365
13060.0 189. 87.500 715827.0 57.473 1066H27.0 85,671
0moeo. 0 191, 88.426 741809.0 59.593 ©1091809.0 87.710
15000.0 193. 89.352 770972.0 61.936 1115972.0 89.651
16000.0 194, 89.815 786890.0 63.214 1138890.0 91.492
17000.0 196, 90,741 819648.0 65 . 846 1159648, 0 93. 160
18000.0 202. 93.519 924310.0 75.302 1176910.0 94.546
19000.0 204, Ol il 962343 ,0 77.309 1190343.0 95.625
20000.0 205. 94,907 982269.0 75.910 1202269.0 96,584
25000.0 214, 99.074 1185428.0 9% .552 1239528.0 99.569
30000.0 216, 100.000 1285797.0 100.000 12us797.0 100.000
35000.0 216. 100,000 1248797 .0 100.000 1244797, 0 100.000
L40000,0 216. 100.000 1244797.0 100.800 1280797.0 100.000
45000.0 216. 100.000 1284757, 0 100.000 1284797 .0 100,000
50000.0 216. 1006.000 1244797.0 100,000 1284797.0 100.000
60000.0 216. 100.000 1244797.0 100.000 1248797,0 100.000
T6000.0 216, 100.000 12848757.0 100,000 1240797.0 100.000
8G000.0 216. 100,000 12484797.0 100.000 1284797 .0 100.000
50000, 0 216. 100.000 1244797.0 100,000 1244797.0 100,000
160000.0 216. 100.000 1284797.0 100,000 12u47%7.0 100,000
120000.0 216, 100.000 1244797 .0 100.000 12858797.0 100,000
150000.0 216, 100.000 1244797.0 100.000 1244797.0 100.006
200000.0 216. 100,000 1244797.0 100,000 12847970 100,000
241489,0 216. 100.000 12458797, 0 100,000 1284797.0 100.000
300000.0 216. 166,600 1244797.0 100.000 1248797.0 100,000
500000.0 216, 100.000 12a4797.0 100,000 12434797, 0 100,000
1000000.0 216. 100,000 1244797 .0 100.000 1244797.0 100.000

9955999.9 216. 100,000 1288797.0 100.000 1244797.0 100,000
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FOR THE 12 MONTHS ENDED $/2006

RATE SCHERULE DS~SMITH
DATA: 12 MOS., ACTUAL 0 MOS, ESTIMATED

MCF
UFPER CUMULATIVE PERGENT CUMULATIVE PERCENT
LIMET BILES BILLS MGF MGE,
0.0 0. 0,000 0.0 0.000
1.0 0. 0.000 2.0 D.000
25,0 0. 0.000 0.0 0.000 300.0 0.257
50.0 0. 0.000 0.0 0,000 &00.0 0.514
40,0 0. C.000 0.0 ©.000 4800.0 4,112
1000.0 O. 0.000 0.0 G.000 12060.0 10.280
2000.0 G. ©.000 .0 0.000 24000.0 20.560
2500.0 0. 0.000 0.0 0,000 36000.0 25,700
3000.0 0. 0.600 0.0 0.000 36000.0 30.840C
4000.0 0, 0.000 0.0 0.000 48000.0 81,119
5000.0 G, 0.000 0.0 0.000 60000.0 51.399
6000.0 G. 0,000 0.0 ©.000 72000.0 61.679
7000.0 0. 0.000 0.0 0.000 84000.0 71.959
8000.0 0. 0.000 0.0 0.0C0 96000.0 82,239
9000.0 7. 58.333 59898.0 51.312 1048%98.0 89.861
10000.0 7. 58.333 59898.0 51.312 109898.0C o4, 145
11000.0 g. 75.000 80918.0 69.319 113915.0 97.589
12000.0 11. 91.667 104366.0 89,406 116366.0 99.686
13000.0 12. 100,000 116733.0 100 .000 116733.0 100.000
14000.0 iz. 10C.000 116733.0 100.000 116733.0 100,000
15000.0 12. 100,000 116733.0 100.600 116733.0 100.000
16000, 0 12. 100,000 116733.0 100.000 116733.0 100.000
17000.0 1z, 100,000 116733.0 100,000 116732.,0 100.000
18000.0 i2. 100,000 116733.0 100.000 116733.0 100.000
19000.0 12. 100,000 116733.0 100.000 116733.0 100.000
20000.0 12. 100.000 116733.0 100.000 116733.0 100.000
25000.0 12. 100.000 116733.0 100.000 116733.0 100.000
36000.0 12, 100.000 116733.0 100.060 116733.0 100.000
35000.0 12, 100.0006 116733.0 100.000 116733.0 100,000
L0000.0 1z, 100,000 116733.0 100,000 116733.0 160,000
45000.0 i2. 100.000 116733.0 100.000 116733.0 100,000
50600.0 12, 100,000 116733,0 100.000 116733.0 100,000
60000.0 12. 100,000 116733.0 100.000 116733.0 100.000
70000.0 12, 100.0C0 116733.0 100.000 116733.0 100.000
80000.0 12. 100.000 116733.0 100,000 116733.0 100.000
90000, 0 12, 100,000 116733.0 100,000 116733.0 100.000
100000.8 12. 100.000 116733.0 100.000 116733.0 100.000
120000.0 12. 100,000 116733.0 100.000 116733,0 100,000
150000.0 12, 100,000 116733.0 100.000 116733.0 100,000
200000.0 12. 100.000 116733.0 100,000 116733.0 100.000
251489, 0 12, 100.000 116733.0 100.000 116733.0 100.000
300000.0 12. 100.000 116733.0 100,000 116733.0 100,000
500000, 0 12. 100.000 116733.0 100,000 116733.0 100.000
1000000.0 12, 100.600 116733.0 100.000 116733.0 100,000
9999999.9 12. 160.000 116733. 100.000 116733.0 160,000
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FOR THE 12 MONTHS ENDED 9/2006

RATE SCHEDULE DS3
DATA: 12 MOS, ACTUAL 0 M0OS, ESTIMATED

MCF
UPPER CUMULATIVE PERCENT CUMULATIVE PERCENT CONSOL IDATED FACTOR ..
LIMIT BILLS BILLS MGE MCF MCF PERGENT
0.0 3. 12,500 0.6 0.000 0.6 0.000
1.0 3. 12.500 0.0 0.000 21.0 0.010
25.0 2. 12.500 0.0 0.000 525.0 0.262
50.0 3. 12.500 0.0 G.000 1050.0 G.525
460.0 k. 16.667 216.0 0.108 8216.0 L.10u4
1000.0 5. 20.833 848.0 0.424 19848.0 9.815
2000,0 6. 25.000 2518.0 1.258 38518.0 19.241
2500.0 6. 25.000 2518.0 1.258 £7518.0 23,737
3000.0 7. 29,167 5h26.0 2.710 56426.0 28,186
L000.6 7. 25,167 5426.0 2,710 73426.C 36.678
5000.0 9. 37.50C 13994.0 6.990 88994.0 bh, 155
6000,0 11. 55,833 24592 .9 12.284 1025%2.0 51,248
T000.0 12, 50.600 31087.0 15.529 115087.0 57.489
8000.0 12, 50.900 31087.0 15.529 127087.0 63.484%
9000.0 12, 50.000 31087.0 15.529 139087.0 69.478
10000.0 12, 50.000 31087.0 15.529 151087.0 75,472
11000.0 12, 50.000 31087.0 15.529 163087.0 81.467
12000,0 16. 66.667 17669.0 38.798 173662.0 86,753
13000.90 17. 70.833 8g942.0 4y, 929 isoey2.0 20.386
18000.,0 18. 75.000 103869.0 51,885 187869.0 93.845
15000.0 20, B3.333 132875.0 66.375 192875.0 96.346
16000.0 20. 83.333 132875.0 66.375 196875.0 98,345
17000.0 23, 95.833 181462.0 90.6U5 108462,0 99,137
18060.0 23. 95,833 181462, 0 90.685 199462.0 59.637
19000.0 24, 100,000 200189.0 100,000 200189.0 100.000
20000.0 2y, 100,000 20018%.0 160.006 200189.0 100.900 .
25000.0 a2k, 100,000 200189.0 100.0090 200189.0 100,000
30000.0 24, 100.000 200189.0 100.000 20018%.0 100,000
35000.0 24, 160 .000 200182.0 100.000 200182.0 160.000
40000.9 2k, 100.000 200189.0 100.000 200182.0 100.000
45000.0 24, 100,000 200189.0 100,000 2001892.0 100, 0G0
50000.0 24, 100,000 200189.0 100.000 200189.0 100.000
60000.0 24, 100,000 200189.C 100.000C 200189.0 100,000
70000.0 24, 100,000 200189.0 100.000 200189,0 100.000
BOOGO.0 24, 100.000 200189.0 100,000 200189.0 100.000
90000.0 2k, 100.000 200189.0 100.000 20018%,0 100.000
100000.0 24. 100.000 200189.0 100.000 206189.0 100.000
120000.9 24, 100,000 200189.0 100,000 200189.0 100.000
150000.0 24, 100.000 200189.0 100.000 200185.0 100.000
200000,0 24, 100,000 200189.0 100.000 200189.0 100.000
241485,0 24, 100.000 20018%.0 100,000 200189.0 100.000
300000,0 2k, 10¢.000 200189.0 100.000 200189.0 100.000
500000.0 24, 100,000 200182.0 100.000 200189.0 100.000
1000000.0 2L, 100.000 206189.0 100.000 200189.0 100.000

9999999.9 24, 100,000 200189.0 100.000 200189.0 100.000




PSC Case No. 2007-00008
Attorney General Data Request Set 1

COLUMBIA GAS OF K UCKY c. Question 106 Attachment
OLUNE! ° ENTUCKY, TN CKY Respondent: Mark Balmert
COMMERCIAL B1iLL FREQUENCY ANALYSIS Page 37 of 45

FOR THE 12 MONTHS ENDED 972006

RATE SCHEDULE FXI
DATA: 12 MOS, ACTUAL 0 MOS, ESTIMATED

MGF . .

UPPER CUMULATIVE PERCERT - GUMULAT IVE PERCENT CONSOL TDATED FACTOR
LIMIT BILLS BILLS MCE MCF MGF PERGENT
0.0 0. 0,000 0.0 ©.,000 0.0 0.000C
1.0 c. 0.000 0.0 0.000 12.0 0.006
25.0 0. 0.000 0,0 0.000 300.0 0,153
50.0 0. .00 0.0 0.000 600.0 0.306
oD .o 0. 0.000 0.0 Q.000 5800.0 2.451
1000.0 0. D0.000 0.0 0.000 12000.0 6.128
2000.0 G. 0.000 0.0 0.000 24000.0 12.255
2500.0 1. 8,333 2205.0 1.126 29705.0 15.168
3000,0 1. 8.333 2205,0 1.126 3520%5,0 17.977
4000, 0 2. 16.667 5883 .4 3.004 45883.2 23.429
5000.0 2. 16,667 5883.2 3,008 55883.2 28.535
60006,0 2. 16 .667 5883.2 3.004 65883.2 33.642
TOOO. 0 3. 25,000 12310.9 6.286 75310.9 38.456
8000.0 3. 25,000 12310.9 5.286 84310.9 43,051
9000.0 4, 33.333 20318.9 10.375 92318.9 47,181
18006.0 i, 33.333 20318.9 10,375 100318.9 51.226
11000.0 5. 41.667 30873.2 15.763 107873,2 55,083
12000.0 5. 51,667 30873.2 15,765 116873.2 58,637
13000,0 3. 51,667 30873.2 15.765 121873.2 62.232
Wo00.0 5. H1.667 3pev3.a 15.765 128873.2 65.806
15000.0 5. §1.667 30873.2 15.765 1385873.2 69,381
16000.0 6. 50,000 - h&6808.1 23.901 122808, 1 72.922
17000.0 7. 58.333 637452, 1 32.548 Wg74a2. 1 75.952
18000.0 7. 58.333 637421 32,548 153742, 1 78.505
19000,0 7. 58.333 637421 32,548 158742, 1 81,058
20000,0 7. 58.333 637421 32,548 163742.1 83.611
25000.0 g. 75.000 142019.8 57.200 187019.8 95.897
30000.0 12. 100,000 195837.7 100.000 195837.7 100.000
35000.0 12, 100,000 195837.7 100.000 195837.7 100,000
LODO0, O 12. 100.000 195837.7 100.600 195837.7 109.000
45000.0 12. 100.000 195837.7 100,600 195837.7 100,000
50000.0 12. 100,000 . 195837.7 100,000 195837.7 100.000
60000.0 12. 10G.000 195837.7 100,000 195837.7 100.000
70000.0 12. 100.000 195837.7 100.000 195837.7 100.000
80000.0 12. 100,000 195837.7 100.600 195837.7 100.000
90000.0 12. 100.000 195837.7 100.000 195837.7 100.000
100000, 0 12. 100.00C 195837.7 100,000 195837.7 100.000
120000.0 12, 100.000 195837.7 100,000 195837.7 100,000
156060.0 12, 106,000 195837.7 100.000 195837.7 100.000
200000.0 12. 100.000 195837.7 100,000 1956837.7 100,000
24810482.0 12. 100.000 195837.7 100.000 195837.7 100. 060
30000D0.0 12, 100,000 195837.7 100.000 195837.7 100,000
500000.0 12, 100.000 195837.7 100.000 195837.7 100,000
1000000.0 12. 100.000 195837.7 106,000 195837.7 100.000

99999%9.9 i2. 100.000 195837.7 160,000 1958377 100.000
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RATE SCHEDULE FX2

DATA:

12 MOS, ACTUAL O MOS. ESTIMATED
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WMCF

UPPER CUMULAT IVE PERCENT
LIMIT BILLS BiLLS
0.0 5. 41.667

1.0 5. 411.667

25.0 6. 50.000
50.0 T. 58.333
400.0 10. 83.333
1000.0 10. 83.333
2000.0 10. 83.333
2500.0 11, 91.667
300606.0 11, 21.6567
4000.0 11. 91,8667
5000, 0 11, 51.667
5000,0 11, 91.667
7000.0 11, 91.667
8000.0 11, 91.667
9000,0 12. 100,000
10000, 0 12. 100.000
11000.0 12. 1600.000
120D0.0 12, 100.000
13000.0 12. 100.000
000,00 12, 100.000C
15000.0 12, 100.000
16000, 0 12, 100.000
170660.0 1z, 100.000
18000.0 iz, 100.00C
19000, 0 iz, 100,000
20000.0 12. 100.000
25000.0 12, 100.000
30000, 0 T2, 100,000
35000.0 12. 160,000
K0000.0 12, 100.000
45000.0 12. 100.000
50000.0 12, 100.000
60000.0 12, 100.000¢
76000.0 12, 100,000
80000, 0 12. 100.000
$0000.0 12. 100.000
100000.0 12. 100.000
120000.90 12. 100,000
150000,0 12, 100.000
200000.0 12, 100.600
281585 .0 i2. 100,000
3006G00.0 12. 160.000
500000.0 12, 100,000
1000000, 0 12. 100,000
9995530.9 12, 100,000

CUMULATIVE PERCENT
MCE MCF
0.0 0,000
0.0 0.000
18.0 0,160
47.0 0.418
677.0 &.027
671.0 6.027
677.0 56.027
3060.0 27 . 244
3060.0 27, 2ul .
3060.0 27,214 T066.0
3060.0 27.244 8060,0
3060.0 27,244 2060.0
3060.0 27 .24l 10060.0
3060.0 27.244 11060.0
11232,0 100,000 1i232.0
11232.0 100,000 11232.0
171232.0 100,000 11232.0
11232.0 100,000 11232.0
11232.0 100.000 11232.9
11232.0 100,000 11232.0
11232.0 100,000 11232.0
1i232.0 160.000 11232.0
11232.0 100,000 11232.0
11232.0 T100.000 11232.0
11232.0 100,000 11232.0
11232,0 100.000 11232.0
11232.0 100,000 11232.0
11232.0 100.000 11232.0
11232.0 100,000 11232.0
11232.0 100,000 11232.90
11232.0 100,000 11232.0
11232.0 100,000 11232.0
11232.0 100.000 11232.0
11232.0 100.000 11232.0
11232.0 100,000 11232.0
11232.0 100 .000 11232.0
11232.0 100,000 11232.0
11232.0 100,000 11232.0
11232,0 100.000 11232, 0
11232.0 100.0606 11232.0
11232.0 100,000 11232.0
11232.0 100,000 11232.0
11232.90 100.000 11232.0
11232.0 106,060 11232.0
11232.¢ 100,000 11232.0

100,000
100.000
160,000
106,000
100,000
100.000
100.000
100,000
100,000
100. 000
100.000
100,000
100,000
100.000
100,000
100,000
100.000
100.000
100,000
160.000
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FOR THE 12 MONTHS ENDED /2006

RATE SCHEDULE FXu
DaTA: 12 MOS, ACTUAL ¢ MosS, ESTIMATED

MCF

UPPER CUMULATIVE PERCENT CUMULATIVE PERCENT GONSCL IDATED FACTOR
LiMIT BILLS BILLS HMGF, MGE MCF PERGENT
0.0 0. 0.000 0.6 0.000 0.0 0.000
1.0 0. 6.000 0.0 0,000 i2.0 0.008
25.0 0. 9.000 0.0 0.000 300.0 0.207
50.0 0. 0.000 6.0 0.000 600.0 0,415
LGO.0 0. 0.000 0.0 0.000 48006.0 3.318
1000.0 D. 0.000 0.0 0.000 12000.0 8,265
2000.0 0. D.000 0.0 0.000 24000.0 16.589
2500.0 0. 0.000 0.0 0.000 30000.0 20.737
3000.0 0. G.000 0.0 0,000 36000.0 2h . 884
4000.0 0. 0.000 0.0 0,000 L48000.0 33,179
5000.0 D. 0.000 0.0 0.000 60000.0 B1,873
6000.0 D. 0,000 0.0 0.000 72000.0 49,768
7000.0 0. 0.000 0.0 0.600 88000.0 58,062
8000.0 1. 8.333 7639.0 %.280 95632.0 66. 107
3000.90 2, 16 .667 16501.0 11.406 106501.0 73.615
T0000.0 4, 33.333 35001.0 24,193 115001.0 79,491
11000, 0 5. 41,667 45057.0 31,748 122057.0 8k, 368
12000.0 6. 50.000 56517.0 39.066 128517.0 88,833
13000.0 8. 66.687 81532.0 56,356 133532.0 92.300
Hooo. ¢ 8. 66,667 §1532.0 56.356 137532.0 95.065
15000.,0 10. 83,333 110973.¢ 16.707 o973, 0 97.443
16000.0 10, 83.333 116973, ¢ 16.707 142573.0 98.826
17000.0 11, 91.667 127262.0 87.966 144262, 0 99.717
18000.0 12. 106,000 IhET2.0 100.000 14k672.0 180.000
19000.0 iz2. 100.000 hh672.0 100,000 4672, 0 100. 000
20000.0 12, 100,000 HH672.0 160,000 1R4672.0 100,000
25000.0 12, 100.000 144672.0 160,000 THa672.0 100.000
30000,0 12, 100.000 1his72,0 100.000 1he72,0 100.000
35000.0 12. 100.000 144672.0 100,000 1h4872.0 100.000
40000, 0 12, 100.000 Thi672.0 100.000 184672.0 100.000
45000.0 12. 100,000 144672.0 100.000 L6722, 0 100.0600
50000.0 12, 100,000 Thh672.0 10C.000 672, 0 100.000
&0000.0 12, 100.000 1gh672.0 100,000 w572, 0 100,000
70000.0 12, 160.000 1L4672.0 100,000 u4672.0 100, 000
80000.0 12. 100.06D 158672.0 100,000 14h672.0 100,000
90000.0 12. 100,000 ae72.0 100.000 72,0 100.0600
100000.0 12, 100.000 hhe72.0 100.060 ThEe72.0 100,000
120000.0 12, 100,000 14672,0 100.000 Tehe72.0 100,000
150000, 0 12, 100,000 1Lhe72.0 100,000 144672.0 100.000
200000.0 12, 100,000 uhe72.0 100.000 144672,0 160.000
2u1489.0 12, 100,000 Th672.0 166.000 1uhe72, 100.000
300000.0 12, 100.000 L6720 100.000 6720 100.000
500000.0 ie. 100,000 1H3672.0 100.000 148672.0 106.000
1000000.0 12 100.000 Tha672.0 100,000 188672.0 100,000

9992899%.9 12, 100,000 1446720 100,000 14h672.0 100,000
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FOR THE 12 MONTHS ENDED 9/2006

RATE SCHEDULE FXS
DATA: 12 MOS, ACTUAL 0O MOS, ESTIMATED

MCF

UPPER DUMULAT IVE PERGENT CUMULATIVE PERGENT GONSO TED FACTDR
LIMIT BiLLS BILLS MCE _MGF MCF BERCENT
0.0 2. 5,556 0.0 0.000 0.0 0.000
1.6 2. 5.556 0.0 0.000 34,0 0.001
25.0 2, 5.556 0.0 0,000 850.0 0.G16
50.¢ 2, 5.556 0.0 0,000 1760.9 0,033
4p0. 0 2. 5.556 g.0 0.000 13600.0 0.264
1000.0 2. 5.556 6.0 0.009 34000.0 0.560
2000.0 2. 5.556 0.0 0.000 68000.0 1.320
2500.0 2. 5.556 2.9 0.000 85000.C 1.650
3000.0 2, 5.556 0.0 0.000 162000,0 1.980
4000.0 2. 5.556 0.6 ¢.000 136000.0 2. 640
5000.0 2. 5.556 0.0 0.000 170000.0 3.300
6000.0D 2. 5.556 0.0 0.000 204000,0 ‘3,960
7000.0 2. 5.556 0.0 0.000 238000.0 4.620
8000.0 2. 5.556 6.0 0.000 272000.0 5.279
2000.0 2. 5.556 0.0 0.000 306000.0 5.939
10000.0 2. 5.556 0.0 0.600 340000.0 6.599
11000, 0 2, 5.556 0.0 0.000 374000.0 7.259
12000,0 2. 5.556 0.0 0.000 4D8000.0 7.819
13000.0 2. 5.556 0.0 0.000 442000,0 8.579
14000,0 2. 5.556 0.0 0.000 476000.0 g.23%9
15000.0 2. 5.556 0.0 0.000 510000.0 9.659
16000, 0 2. 5.556 0.0 0.000 544000.0 10.559
17000.0 2. 5.536 0.0 ¢.000 578000.0 11.219
18000.0 2. 5,556 0.0 0.000 &12000.0 11.879
15000.0 2. 5.556 0.0 ¢.000 646000.0 12,539
20000.0 2. 5.556 0.0 ¢.000 580000.0 13.19¢%
25000.0 2. 5.556 0.0 0.000 850006.90 16.498
30000.0 i, 11,111 54578.0 1.059 1014578.0 19.693
35000.0 8, 22.222 185977.0 3.610 1165577.0 22.631
4o000.0 10. 27.778 263704,0 5.118 1303704. 0 25,305
45000.0 12, 33.332 349143.0 6. 777 1429143, 0 27.739
50000.C T, 38.889 4u23348.0 8.582 15421340 29.933
60000.,0 14, 38.889 4u2134.0 &.582 17621340 34.203
70000.0 14, 38.889 AH2134,0 8.582 198213k, 0 38.473
88000,0 1i, 38,8859 Bu213h .0 8.582 2202134.90 h2a,T43
90060, 0 20, 55.556 939451.0 18.235 2379451.0 6,185
100000.0 20. 55.556 939u51.0 18.235 2539451.0 49.290
120000.0 20, 55.556 939451.0 18.235 2859451.0 55.501
150000,0 20. 55.556 939451.0 18.235 3339451.0 64.818
200000,0 21, 58,333 1108706,0 21.520 B108706.0 79.749
241489,0 26, 72.222 2209218.0 42,881 5628709,0 £89.753
300000,0 32, 88,8809 377Th448.0 73.261 4974448 .0 96.553
500000.0 36. 100.000 5152027.0 100.000 5152027,0 10C. 000
1600000.0 36. 100,000 5152027.0 106.000 5152027.0 100.000

9899599 .9 36. 100,000 5152027.0 100.000 5152027.0 100.600
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p—— P S,

DAYA: 12 MOS, ACTUAL 0 MDS, ESTIMATED

5 oy o
UpPP CUMULAT IVE PERGENT CUMULATIVE PERCENY CONSOL IDATEDR FACTOR
LIsiT BiLLS BILLS MOE MGFE MGE mNWWMmﬂ
0.0 0. D.000 e.0 0.000 C.0 0.000
1.0 0. 0.000 0.0 0.000 12.0 0.005
25.0 C. 0.000 0.9 6.000 300.0 0.123
50.0 0. 0.000 0.9 8.000 600.0 0.2i5
400.0 0. 0,000 0.0 0,000 4800.0 1,962
1000.0 0. 0.000 0.0 0.000 12000.0 4,904
2000.0 0. 0.00C 0.0 0.000 24000.0 2.808
2500.0 0. 0.060 0.0 0.000 30000.0 12,260
3000.0 0. 0.000 0.0 0.000 36000.0 1,712
4000.0 0. 0.000 6.0 0.000 48000.0 19,616
5000.0 0. 0,000 0.0 0.000 60000.0 24521
6000.0 0. 0.000 ¢.0 0.000 72000.0 29,425
7000.0 0. 0.000 0.0 0.0C0 84000.0 34,329
8000.0 1. &.333 7197.0 2,941 95197.0 38,905
5000,0 1. 8.333 7197.0 2.941 106197.0 43.400
10000.0 2. 16.667 16531.0 €.756 116531.0 T.624
11000, 0 2. 16.667 16531,0 6,756 126531.0 51.710
12000.0 3. 25.000 28401.0 11,607 136401.0 55.74hi
13000.0 3. 25.000 28401.0 11.607 145801.0 59 . 422
14000.0 3. 25,000 28401,0 11.607 154101.0 63,100
15000.0 3. 25.000 2B401.0 11,607 163401.0 66,778
16000.0 3. 25.000 28401.0 11.607 172401.0 70,458
17000.0 3. 25.000 2BHD1.0 11.607 1815401.0 T, 134
18C00.0 3. 25,000 28401.0 11.607 TepLu0t, 0 77.813
19000.0 3. 25,000 28101.0 11.607 199401.0 81.491
20000.0 3. 25,000 28401.0 11.607 208401.0 85.169
25000.0 11. 81.667 21819%.0 89,771 243195.0 99,388
30000.0 12, 100,000 21h692. 0 100.000 244692, 0 100, 000
35000.0 12. 100,000 2b4692.0 100.000 2846%92.0 100,000
40000,0 12. 100.000 2uhs92 .0 100, 000 2uk692, 0 100,000
45000.0 12. 100.000 245692.0 100.000 2u4692,0 100.000
50000.0 12. 100.000 241692 .0 100.000 2486920 100,000
60000.0 12, 100.000 2414692 ,0 100.000 2446920 100, 000
T0000.0 12, 100.00C 246592, 100,000 244692.0 100.000
80000, 0 12, 100.000 2692, 0 106.000 2uhe92.0 100,000
90000.0 12, 100.000 24692, 0 160.000 244692, 0 100.000
100000.0 1z, 100.000 28692, 0 100.000 254692.0 100,000
120000.0 12. 106,000 2uh592.0 100.000 2u4692.0 100,000
150000.0 12. 100.000 254692.0 100,000 204692.,0 100, 000
200000.0 12, 100.000 245692, 0 100.000 241692.0 100,000
241489 .0 12. 100.000 2448692 .0 100.000 2nh692.0 100,000
300000.0 12, 100.000 2uh692.0 100.000 2L8652.0 100.000
500000.0 12. 100.000 244692.0 100.000 2L4692.,0 100.000
1000000, 0 12. 100,000 244692,0 100,000 288632,0 100,000
999999%.9 1z. 100,000 244692, 0 100.000 254692, 0 100,000




PSC Case No. 2007-00008
Attorney General Data Reguest Sef 4
COLUMB 1A GAS OF KENTUCKY, INGC. Question 106 Attachment

CKY Respondent; Mark Balmert
IXDUSTRIAL BILL FREQUENCY ANALYSIS Page 42 of 45
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RATE SCHEDULE FX7
DATA: 12 MOS, ACTUAL 0 MOS. ESTIMATED

MGF

UPPER CUMULATIVE PERCENT CUMUBLATIVE PERCENT CONSOL IDATED FACTOR
LIMIT BILES BILLS MCE MCF MeE PERCENT
0,0 a. 0.000 0.0 0.000 0.0 0.000
1.0 0. 0.000 G.0 0.000 i2.0 0.002
25.0 Q. 0.000 0.0 0.000 300,0 0.051%
50.0 0. 0.000 0.0 0.000 600.0 0.102
400.0 0. 0.000 0.0 0.000 L800.0 0.818
1000.0 0. 0.060 0.0 0.000 12006.0 2,04l
2000.0 0. 8.000 0.0 0.000 24000, 0 .089
2500.0 o. 0.000 0.0 0.000 30000, 5.11%
3000.0 0. ©.000 0.0 G.000 36000,0 6.133
LG0o,0 0. 0.000 0.0 0.000 48000.0 8,178
5000.0 0. 0.000 0.0 0.000 60000.0 10.222
&000.0 0. 0.00C 6.0 ¢.000 72000.0 12,267
7060.0 0. 0.000 0.0 0.600 84000.6 1,311
8000.0 0. 0.000 0.0 0.000 96000.0 16.356
9000.C 0. 0.000 6.0 0.000 108000.0 18,800
10000.6 0. 0.000 0.0 0.000 120000.0 20. 4k
11000.0 0. 0.000 0.0 0.000 132000.0 22,4389
12000.0 0. 0.000 0.0 0.000 1H4000.0 24.533
13008.0 0. 0.000 8.0 0.000 156000.0 26.578
14000.0 0. 0.000 6.0 0.000 168000.0 28,622
15000.0 0. ©.000 6.0 0.000 186000.0 30.667
16000.0 C. 0.000 0.0 0.000C 192000.0 32.711
17000.0 0. 0.000 0.0 0.000 20u000.0 34,755
18000.0 0. 0.000 6.0 0.000C 216000.0 36.800
13000.0 0. 0.000 0.0 2.000 228000.0 38.84u4
20000.0 0. G.000 6.0 0.000 280000.0 40,889
25000.0 0. 0.000 0.0 0.000 30D000.0 571.111
30000,0 0. 0,000 0.0 0.000 360000.0 61.333
35000.0 0. 0.000 0.0 0.000 120000.0 11.555
HG000.0 0. ©,000 0.0 6,000 580000.,0 81.778
45000.0 2. 16.667 B&116,0 .672 536116.0 91.338
50000,0 8. 66.667 377956.0 64,392 577956.0 98. 466
60C00,0 12. 100.000 586958.0 100.000 586958.0 100,000
70000.0 12. 100,000 586958.0 100.000 586958.0 100,000
80000.0 12. 100.000 586958.0 100,000 586958.0 100,000
20000.0 12, 160,000 586958.0 100,000 586958.0 100,000
100000.0 12. 100,000 586958.0 160.000 586958.0 160.000
120000.0 12, 100,000 586958.0 100,000 586958.0 100,000
150000.0 12, 100,000 586958.0 100.000 586958,0 100,000
200Q000.0 12, 100.000 586958.0 106.000 586958.0 100,000
2574890 12, 100.000 586I58.0 100.000 586958 .0 100,000
306000.0 12, 100,000 5865958.0 100.000 586958.0 100,000
500000.0 iz, 100.000 586958.0 106.000 586958.0 100,900
10000600.0C 12 100.000 586958,0 100.000 586958,0 150, 000

99599599, g 12, 100,000 586958.0 160.000 586958.0 100,006




PSC Case No. 2007-00008
Attorney General Data Request Set 1
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COLUMBIA GAS OF KENTUCKY, INC CKY Respondont: Mark Baimert
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FOR THE 12 MONTHS ENDED 9/2006

RATE SCHEDULE SAS
DATA: 12 MOS. ACTUAL O MOS. ESTIMATED

MOF .
UPPER CUMULATIVE PERCENT CUMULATIVE PERGENT
LIMIT BILLS BILLS MCFE MOF
0.0 0. 0.000 0.0 0.000
1.0 0. 0.000 0.0 0.00C
25.0 0. 0.000 0.0 0.000¢
50.0 b, 0.000 0.0 0,000
800, 0 0. 8.000 D.0 0.000
1006.0 G. 0.000 0.0 0.000
2000.0 . 33.333 LaTh L 9.871
2500.0 L. 33.333 4B7h & 9.871
3000.0 6. 50.000 10759, 8 21,790
4000,0 7. 58.333 18065, 0 28 483
5000.0 1. 58.333 14065.0 28,483
6000,0 8. 66.667 196286 39.752
7000.0 9. 75.000 25859.0 52.367
800C.0 1. 91,687 B1303.5 83.643
g000.0 12, 100,000 43380,6 100.00¢
10000.0 2. 100.000 49380.6 100.008
11000.0 12, 100.000 49380.6 100,000 459380.6 100.000
12000.0 2. 100,000 b9380.6 100,000 49380.6 160.000
13006.0 12, 100.000 H9380.6 100.000 49380.6 100,000
Hooo.o 1z, 100.000 42380,6 100.000 49380.6 100.000
15000.0 12, 160.000 L49380,6 100,000 £9380.6 100.000
16000.0 12. 100,000 19380,6 106.000 18380.6 100. 000
17000.0 12. 100.000 h0380.6 10G.060 419380.6 10¢.000
18000.0 12. 100,000 B9380.6 100,000 49380.6 106.000
19000.0 12, 100.000 49380, 160,000 L5380.6 100,000
20000.0 12, 300.000 49380.6 100,000 L3380.6 100,000
25000.0 12. 100.¢00 49380.6 100,000 49380 .6 100.000
30000.0 12, 100.000 L49380.6 100.000 L93380.6 100,000
35000.0 - 12, 100,000 46380,6 100.000 49380.6 100,000
Lo000. ¢ 12, 100.600 45380.6 100.000 49380.6 160. 000
45000.0 12, 100.000 43380,.6 100,000 49380.6 100.000
50000.0 12, 100,000 L3380, 6 100,000 49380.6 100.000
60000.0 12, 100.000 45380, 6 100,000 U9380.6 100. 000
70000.0 12, 100.000 49380,6 100,000 4£9380.6 100.000
86000.0 12. 100.000 §9380.6 100,000 LG3B0.6 100.000
90000.0 2. 100.000 L9380.5 100,000 h9380.6 100,000
100000.0 12. 100,000 L9380.6 100.000 49380.6 100,000
120000.0 12. 100.000C 16380.6 100.000 849380.6 100.000
150000.0 1z, 100.000 b9380.6 100.000 Le380.6 100.000
200000.0 12. ‘100.000 49380.5 100,000 L9380.6 100. 000
241889.0 12, 100.000 kg380.6 100.000 149380.6 100,080
3000680,0 12, 100,000 49380.6 100.000 49380.6 100.000
500000.0 12, 100.000 H9380.6 100.000 #49380.6 100.000
1000000, 0 12. 100,000 £9380.6 100.000 4G380,.6 100,060
9999999.9 12, 100.000 49380.6 100.000 L49380.6 160.000




PSC Case No, 2007-00008
Attorney General Data Request Set 1

COLUMBIA GAS OF KENTUCKY, INC, Question 106 Attachment
CKY Respondent: Mark Balmert
INDUSTR 1AL BILL FREQUENCY ANALYSIS Page 44 of 45

FOR THE 12 MONTHS ENDED 9/2006

RATE SCHEDULE sG2
DATA: 12 MOS, ACTUAL O MOS, ESTIMATED

MCF
UPPER CUMULATIVE PERCENT CUMULATIVE PERCENT GONSOL |IDATED FACTOR
LIMIT BILLS _BILLS MCE MG HCE PERGENT
0.0 0. 0.000 0.0 0.000 0.0 0,000
1.0 0. 0.000 6.0 G.000 12.0 0.005
25.0 0. 0.000 c.0 0.000 300.0 0.128
50.0 0. 0.000 6.0 0.000 600.0 0.255
Hoo. 0 0. 0.000 0.0 0.000 4800.0 2,043
1006.0 G. G.000 0.0 0.000 12000.0 5,708
2000.0 0. c.000 0.9 06.000 24000.0 16,217
2500.0 0. 0,000 0.0 0.000 30000.0 12,771
3000.0 0. 0.000 0.0 0.000 36000.0 15.325
4000.0 0. 0.000 8.0 0.000 LBO00.0 20,434
5000,0 ¢. 0.000 0.0 0,000 60000,0 25.542
6000.0 C. 0.000 0.0 o.00C F2000.0 20.651
7600.0 o. 0.000 0.0 ¢.000 84000.0 35.759
80600.0 0. 0.000 0.0 0.000 56000.0 40,858
9009.0 1. 8.333 82356.0 3.506 107236.0 15,651
10000.0 1. 8.333 B236.0 3.506 118836.0 50.334
11000.0 1. §.333 8236.0 3.506 129236.0 55.017
12000.9 t. 8,333 8236.0 31.506 140236.0 59,699
130Q00.0 b, 33,333 U5862.0 19.524 1heeez. 0 63.797
THO00.0 4. 33.333 L5862.0 19.524 157862.0 67.203
15000.0 b, 33.333 45862.0 19.524 165862.0 70.608
16000.,0 5. L1.667 61334.,0 26,110 173334.0 73.78%
17000.0 5. 51.667 61334.0 26.110 180334.0 16.769
1800C.0 6. 50,000 79186.0 33.710 187186.0 79.666
19000.0 6. 50.000 79186,0 33.710 193186.0 82.240
20000.0 7. 58,333 S8440, 0 41.906 198440, 0 84 477
25000,0 0. £83.333 167001.6 71.093 217001.0 92.379
30000.0 11. 91.667 196632.0 83.707 226632.0 96,479
35000.0 11. 91.667 196632.0 83,707 231632.0 98.607
4D000.0 12. 10C.000 234904,0 100,000 2349040 100.000
#5000.0 12. 100.000 234504, 0 100.000 234904.0 100.000
50000.0 12. 100.000 234904.C 100,000 234904 .0 100,000
60000.0 12, 100.000 234504.0 100.000 23490k, 0 100.0006
T0000.0 12. 100.000 2349040 100.000 234904, 0 100.060
8000D.0 12. 100.000 238904.0 100.000 2349040 100,000
90000.0 2. 100,000 234904, 0 100.000 234504,0 100,000
100000.0 12. 100.000 234904.0 100,000 234904,0 100, 000
120000.0 12. 100,000 234904.0 100.000 234564, 0 100.000
150000.0 12. 100.000 234904 .0 100.9000 234904,0 100.009
200000.6 12, 100,000 234504 0 100,000 234904,0 160.000
241489.0 12. 100,060 234504 .0 100,000 234904.0 100.000
300000.0 12. 100,000 234904.0 100.000 234904, 0 100,000
500000.0 12, 100.000 23490L.0 100,000 234904.0 100.600
1000000.0 i2. 100,000 234904 .0 100,000 234904, 0 100.000

9e999993.9 12, 104.060 234504.0 100.000 238904.0 100.000




PSC Case No. 2007-00008
Attorney General Data Reguest Set 1

COLUMBI1A GAS OF KENTUGKY, ING. _ Question 106 Attachment
CKY Respondent: Mark Balmert
INDUSTR AL BILL FREQUENCY ANALYSIS Page 45 of 45

FOR THE 12 MONTHS ENDED 9/2008

RATE SCHEDULE $C3
DATA: 12 MDS. ACTUAL 0 _MOS. ESTIMATED

MCF

UPPER CUMULATIVE PERCENT CUMULATIVE PERCENT CONSDLDATED FACTOR
LIMIT BILLS BILLS MEF MCFE MEE PERCENT
0.0 0. C.000 0.0 0.000 0.0 0.000
1.6 0. 0.000 0.0 0,000 12.0 0.000
25.0 0. 0.000 C.0 0.0Q0 300.0 0.009
20,0 0. 0.900 0.0 0,000 600.0 0.01¢9
400.0 0. 0.000 0.0 Q9,000 4800.0 0.148
1000.0 Q. 0.000 0.0 0.0D0 12000.0 D.370
2000.9Q 0. 0.000 0.0 0.000 24000.0 D.741
2500.0 0, 0.000 0.0 0.600 30000.0 0.926
3000.0 0. 0.000 0.0 0.000 36000.0 T3
400690.0 0. 0,000 0.0 0.000 48000.0 1.482
5000.0 G, 0,000 0.0 0.000 60000.0 1.852
&000.0 0. 9,000 0.0 0.000 72000,0 2.223
7000.0 0. 0,600 0.0 0.0060 84000.0 2.583
8DC0 .0 0. 0,000 0.0 0.800 96000.0 2.964
9004.,0 0. 0,000 0.0 0.000 168000.0 3,334
10000.0 G. 0,000 0.0 6,000 120000.0 3.705
11000, 0 0. G.000 0.0 0.000 132000,0 8,075
12000,0 0. 6,000 0.0 0.009 141000.0 4,445
13000.0 o. 0.0G0 0.0 0.000 156000.0 4.815
14000.0 0. 0.000 0.0 0.000 1680600.0 5.186
15000, 0 G. 0.000 .0 0.000 180650.0 5.557
16000.0 G. 0,000 ¢.0 0.000 192000.0 5.927
17000.¢ Q. G.000 0.0 0.000 204000, 0 6.298
18000.0 0. 0.000 0.0 c.000 216000,0 6.668
19000.0 0. 0,000 0.0 0.000 228000.0 7.03%9
20000.0 D. 0.000 0.0 4.000 240000.0C T.402
25000.0 G. 0.0Q0 0.0 £,000 30C000.0 9.261
30000.0 0. G.000 0.0 G.000 366000.0 11.114
35006.0 1t 0.000 0.0 0.000 L20000.0 12,966
10000,0 0. 0.000 0.0 0.000 §80000.0 14,818
4500¢.0 c. 0.000 .0 6.000 540000.0 16.671
50000,0 0. 0.000 0.0 0.000 600000.0 18.523
60000, 0 0. 0,000 0.0 0.000 720000, 0 22,227
70000,0 G, 0,000 6.0 0.000 840000,0 25.532
80000.0 0. 0.000 0.0 0.000 960000.0 29.637
20000, 0 0. 0.000 0.0 0.000 1080000.6 33.3417
100000.0 . 0. 0,000 2.0 0.000 1260000.0 37.046
120000,0 0. 0.000 0.0 0.000 1440000, 0 44 455
150000.0 0. 0.000 0.0 0.000 1800000.6G 55.569
200000.0 1. §,333 1868074,0 5.606 238B0Th.0 73.723
24 TUBS, O 7. 58,333 1503124, 9 46,404 2710569.0 83.679
300000.0 8. 66.667 1752479 .0 S 102 295247%.0 91,147
5Q0000.0 12. 100.600 3232241.0 100,000 3239241, 0 100,000
1000000.0 12, 100,000 3239241.0 100,000 323%241.0 100.600

99995895, 9 2. 100,000 3239241.0 100.000 3239241.0 100.000







Attorney General Data Request Set 1
Question No, 107
Columbia Gas of Kentucky Respondent: Mark Balmert

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 2007-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED APRIL 10, 2007

Question No. 107

Please provide the WPM workpapers and Schedules M and N in electronic
format.

Response of Columbia Gas of Kentucky:

Attached are the WPM workpapers and Schedule M in compact disc (CD) format. The
file name is 2007-00008 AG Set1-107 Attachment 1.xls. Also attached are Schedule N
tariff sales rate scheduies. The file name is 2007-00008 AG Set1-107 Attachment 2.xls.
Also attached are Schedule N transportation rate schedules. The file name is 2007~
00008 AG Set1-107 Attachment 3.xls.






Attorney General Data Request Set 1
Question No. 108
Columbia Gas of Kentucky Respondent: Judy Cooper

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 2007-006008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED APRIL 10, 2007
Question No. 108
Please provide all workpapers and source data used fo develop Attachment
JMC-1 to the testimony of Judy Cooper.

Response of Columbia Gas of Kentucky:

Please refer io response to PSC Set 2 ~ 29, parts a and b.






Attorney General Data Request Set 1
Question No. 109
Columbia Gas of Kentucky Respondent: Judy Cooper

BEFCORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 2007-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED APRIL 10, 2007
Question No. 109
Please provide all source documents and workpapers underlying the 75%
“Behavioral Factor” in Attachment JMC-2 to the testimony of Judy Cooper.

Response of Columbia Gas of Kentucky

Please refer to response to PSC Set 2-29, part d., and AG Set 1-21.






Attorney General Data Request Set 1
Question No. 110
Columbia Gas of Kentucky Respondent: Judy Cooper

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 20067-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED APRIL 10, 2007

Question No. 110

Please describe how, if at all, the Company will distinguish between mains
replacements that are part of the AMRP and those that are not, that is, those that would
have been made without the AMRP.

Response of Columbia Gas of Kentucky:

All mains replacement projects pertaining to the AMRP, will be identified and tracked by
the assignment of unique specific budget numbers issued solely for the identification of
the AMRP project. Individual project work order numbers will then be issued relating fo
these specific budget numbers. For instance, and for illustrative purposes only:

CKY Specific Budget 1234 — AMRP Phase 1

Work Order A Replace 5,000’ in Lexington
Work Order B Replace 12,000 in Frankfort
Work Order C Replace 1,500 in Paris

Work Order D Replace 7,000’ in Winchester
Work Order E Replace 800 in Louisa

Throughout the duration of the project, it is highly probable numerous specific budgets
will be issued taking into account items such as operational requirements, timelines, and
budgeting parameters.

in addition, a unique Project ID strictly for the AMRP will be assigned by field operations
to link all issued work orders together within their Work Management System.






Attorney General Data Request Set 1
Question No. 111
Columbia Gas of Kentucky Respondent: Judy Cooper

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 2007-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED APRIL 10, 2007

Question No. 111
Will the AMRP surcharge apply to all customers in each customer class
regardless of the customer’s consumption of gas?

Response of Columbia Gas of Kentucky:

Please refer pages 15 and 16 of my testimony. The AMRP surcharge will be charged to
applicable customers regardless of the customer’s consumption of gas.






Attorney General Data Request Set 1
Question No. 112
Columbia Gas of Kentucky Respondent: Judy Cooper

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 2007-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED APRIL 10, 2007

Question No. 112

How will the Company identify the property taxes atfributable to the AMRP
program?
Response of Columbia Gas of Kentucky

Columbia will not identify property taxes attributable to the AMRP program as is not
seeking recovery of property taxes in the AMRP Rider.






Attorney General Data Request Set 1
Question No. 113
Columbia Gas of Kentucky Respondent: Judy Cooper

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 2007-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED APRIL 10, 2007

Question No. 113

In what way will the PISCC encourage customer growth, as asserted by Ms.
Cooper at page 17 of her testimony?

Response of Columbia Gas of Kentucky:

Please see Columbia’s response to PSC Set 2-034 part a.






Attorney General Data Request Set 1

Question No. 114
Columbia Gas of Kentucky Respondent: Ronald D. Gibbons

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 2007-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED APRIL 10, 2007

Gluestion No. 114

Please provide electronic copies of Mr. Gibbon’s class cost of service studies,
with all algorithms and formulas intact.

Response of Columbia Gas of Kentucky:

Electronic copies :of the class cost of service studies with all algorithms and formuias
intact are being provided on a separate CD.






Attorney General Data Request Set 1
Question No. 115
Columbia Gas of Kentucky Respondent: Ronald D. Gibbons

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO, 2007-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED APRIL 10, 2007

Question No. 115

Please explain more fully the following sentence on page 5 of Mr. Gibbon’s
testimony: “The services were valued for each rates schedule using the average unit
cost based on detailed capitalized property records.” Provide a listing of the unit costs
for services used in Mr. Gibbon's study.

Response of Columbia Gas of Kentucky:

Detailed costing of service lines using the Company’s detailed capitalized property
records was conducted to arrive at an average unit cost per all service lines (Main/Meter,
Maine/Curb, Curb/Meter) by size. The average unit cost was then applied to the number
of services classified to each rate class. Please see the attachment for a detailed listing
of the unit cost calculation.
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Attorney General Data Request Set 1
Question No. 116
Columbia Gas of Kentucky Respondent. Ronald D. Gibbons

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 2007-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED APRIL 10, 2007
Question No. 116

Please provide a listing of the unit meter costs used in Mr. Gibbon'’s study.

Response of Columbia Gas of Kentucky:

Please see the attached.



2007-00008 AG Set 1-116 Aftachment .xis

COLUMBIA GAS OF KENTUCKY, INC.
ACCOUNT 381 - METERS
SOURCE - LISTING BY RATE SCHEDUDLE, BY SIZE OF METER.

Rate Schedule Total GS-RES. GS-OTHER s DS-ML/SC DS/IS/SS
GSR 5,244,485 5244485
@80 2,752,319 - 2,752,319
G1c 4,081 4,081
G1R 1,526 1,526
GST -
INg 53 §2.63
IN5 263 263
IN3 579 526 53
Us 2,577 2,577
IS -
LG2 456 53 404
1L.G3 404 404
LG4 53 53
88 -
GTO 1,047,678 1,047,678
GTR 1,426,005 1,426,005
5C3 4,389 4,389
SC2 3,624 3,624
DS3 3,624 3,624
DS-Smith 1,812 1,812
SAS 1,812 1,812
D&-IS 79,732 79,732
D8-15-55 90,374 90,374
FX1 3,624 3,624
FX2 -
FX5 5,436 5,436
FX6 1,812 1,812
FX7 1,812 1.812
DS-GS 18,121 18,121
DS-GS8-88 32,027 32,027
Total 10,728,678 6,673,367 3,854,682 2,577 12,6856 _ 185,367

% 100.00%  6220%  3593%  0.02%  0.12%  1.73%






Attorney General Data Request Set 1
Question No, 117
Columbia Gas of Kentucky Respondent: Ronald Gibbons

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 2007-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL.
DATED APRIL 10, 2007

Question No. 117

What is the rationale for recommending customers charges of $12.75 and $28.00
for residential and commercial customers, respectively, rather than $14 and $29 as
indicated on Attachment RDG-67

Response of Columbia Gas of Kentucky:

While Columbia strives to develop its customer charges based on principles of cost-
causation as determined in the class cost of service study, the Company elected to
propose customer charges that were less than the charges supported by the Customer
Charge Study. The Customer Charge Study certainly supported customer charges of
$14 and $29, but in the interest of gradualism and to reduce rate shock, the Company
elected a lower customer charge while still being able to propose reduced volumetric
rates.






Attorney General Data Request Set 1
Question No. 118
Columbia Gas of Kentucky Respondent: Mark Balmert

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
PSC CASE NO. 2007-00008
INFORMATION REQUESTED BY THE ATTORNEY GENERAL
DATED APRIL 10, 2007

Question No. 118
Please explain why some Columbia customers are billed under LG&E'’s gas rate
tariff.
Response of Columbia Gas of Kentucky:
Per a purchase agreement between Columbia Gas Transmission Corporation (TCO) and

LG&E when TCO acquired the line known as the “LG&E line”. One of the clauses in the
agreement is that the customers served off the line will be charged the LG&E’s rates.
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Attorney General Data Request Set 1
Question No. 106
Columbia Gas of Kentucky Respondent: Mark Balmert

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUC
PSC CASE NO. 2007-00008 '‘RECEIVED
INFORMATION REQUESTED BY THE ATTORNEY GENERAL 9 47007
DATED APRIL 10, 2007 APR 247

PUBLIC SERVICE

COMMISSION
Question No. 106

Please provide, in electronic format, the bill frequency distributions alluded to on
page 9 of Mr. Baimertt's testimony.

Response of Columbia Gas of Kentucky:

Attached are the bill frequencies by rate schedule by customer class based on
normalized volumes in compact disc (CD) format. The file name is 2007-00008 AG
Set1-106 Attachment.pdf. Note the bill frequencies are generated through CKY's
mainframe computer and therefore only a PDF format is available. Also note the bill
frequencies do not include usage adjustments by rate block associated with new,
conversion, and attrition customers calculated and shown on work paper WPM-E (see
response to AG Set1-107 for Excel spreadsheet).



PSC Case No. 2007-00008
Attorney General Data Request Set1

COLUMBIA GAS OF KENTUCKY, INC. oKy wmﬂwwmwﬂmn.zm %mwohﬂwm»
DIS BILLED TARIFF Page 1 of 45

COMMERCIAL BILL FREQUENCY ANALYSIS

FOR THE 12 MONTHS ENDED 9/2006
RATE SCHEDULE GSO
DATA:_ 32 MONTHS ACTUAL 0 MONTHS PROJECTED - ACTUAL NORMAL 1ZED

MCF
UPPER GUMULAT IVE PERCENT CUMULATIVE  -PERGENT
LIMIT BILLS _BILES MCE MCF
0.0 2760, 19,0568 0.0 0.000
8.5 37877. 29.110 3661.8 0. 104 49648, 8 1,415
1.0 47059, 36.281 10744, 8 0.306 93535.8 2.666
1.1 LB51S, 37.362 12346. 4 0.382 101815. 4 2,903
1.2 19873, 38,408 13976.0 0.398 109948.0 3.3k
1.3 51130, 39.376 15610. 1 o.4ks 117986, 1 3,362
1.4 52327. 40.298 17285.9 0.493 125817.9 3.587
1.5 . 53419, 41,139 1892%,9 0.539 133570.9 3.808
2.0 5Y873. 14569 26443, 4 0.758 170397.k i.858
3.0 £5472. 50,421 45239.6 1.290 238373.6 &.795
5.0 70825, 5y . 5hy 63888.7 1.821 209988 .7 8.552
5.0 75116. 57.B48 §2901.9 2.363 356571.9 10,965
8.0 8i 181, 5h.832 139900.0 3.988 5052280 14,403
10.0 88450, 68,302 180117.2 5.143 592017.2 16,877
12,0 92303. 71.084 219820, 3 6.267 6703843 19,111
15,0 96219. 74,100 272233.0 7.761 776698.0 22, 142
17.0 98680, 75,995 311146.8 8.870 541036.8 23,976
20.0 101808, 78 . koh 368002.0 10491 928842, 26.479
30,0 108543. - 83.591 530553,8 15.125 1169763.8 33,347
40.0 112799. 86.869 676023.3 19,272 1358063, 3 38,715
50.0 11575k, 89. 1Lk 807141 .4 23.010 15119444 43.102
50.0 117931, 30.821 926527.3 26113 1641667.3 16,800
70.0 115626. g2, 122 1035060.8 29,507 1751160.8 9. 922
80.0 120854, §3.072 1128274.7 32,164 1817954, 7 52 581
90.0 122003, 93.957 1224360.6 34,904 1930550.6 55,037
106.0 122825 81,590 1302352.0 37.127 2004852.0 57.154
150,0 125385 . 96,564 161078%. 8 5,920 2279934, 8 6i.996
200.90 126785. 97.509 1842087 .5 52.514 2u63087.5 70.217
250.0 127542, 98,223 2017111.3 57.500L 2594741.3 73.953
300.0 128067. 58 .627 2161736.2 61.526 2696636.2 76.895
35D.0 1281420, 98,699 2271673.0 64, 846 2775175.0 79.11k
noo. 0 128691. 99.107 2377353, 1 67.773 2810953, 1 80.989
150.0 128880, 80,253 2656021, 3 70.016 289282, 3 82.459
500.0 129036, §9.373 2535718.0 72.145 2937718.0 83.748
550.0 129152, 99,162 2590932 - 73.862 297483k, 2 84,806
&00.0 129213, §9.533 2643120.0 75.349 3007320.0 85.732
700.0 129380. 90.638 2731530.5 T7.870 3060530.5 87.249
800.0 125471, 20,708 2799279.3 79.801 3102479.3 88,44k
830.0 129538, §9.760 2855799, 3 8%.412 3136599.3 89.417
1000.0 125585, 99,796 2900132.8 82,576 3165132.8 90.231
12580 125666. 59,858 2589135.9 85.213 3219135.9 31.770
1500.0 129716. 35,857 3057190.0 87.153 3258126.0 52.883
1750.0 129751. 5G.524 3112703.5 88.736 3285953.5 93.675
2000.0 129785, 9%.9%50 3175152.1 90.516 3305152, oL 222

99990.9 125850. 100.000 3507826.4 100.000 3507826.4 100,000
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PSC Case No. 2007-00008
Attorney General Data Request Set 1

uestion 106 Attachment
COLUMBIA GAS OF KENTUCKY, INC. CKY Wwﬁmvosam:n Mark Balmert
DIS BILLED TARIFF Page 2 of 45

RESIDENTIAL BILL FREQUENGY ANALYSI1S

FOR THE 12 MONTHS ENDED 3/2006
RATE SCHEDULE GSR
DATA: 12 MONTHS ACTUAL 0 MONTHS PROJEGTED - ACGTUAL NORMAL IZED

MCF

UPPER CUMULATIVE PERCENT CUMULATIVE PERCENT CONSOL IDATED FAGTOR
EiMIT BILLS BILLS MCF MGF MCF PERCENT
0.0 123997, 10.623 0.0 0.000 0.0 0.000
0.5 310263. 26,581 578%2.6 0.859 HBEIES. O 7.215
1.0 4356551, 37.434 153271.3 2,270 883571.3 13.107
1.1 457652. 39,208 17604824 2.611 956601.4 14190
1.2 yi77el. LG.930 200173.2 2.965 1027561.2 15.243
1.3 L97376. gz 611 2es5612.7 3,348 1096310.7 16.265
1.4 515760. 41,186 251410.3 3.729 1163487 .3 17.259
1.2 532959, L45.659 277208.8 g.112 1228646.8 18.226
2.0 612863, 52,505 419057 .6 5.216 1527833.6 22,664
3.0 731006, 62,626 712888.7 10.568 2021183.7 29.982
4.0 801023, $68.625 913028, 1 15,078 2413940, 1 35.808
5.0 8hggel., 72.818 1166865.6 17.309 2753300.6 4o, 842
8.0 934973, 80.100 1707033.5 25,322 3565257.5 52.887
10.0 970776, 83.168 2017995.2 25.935 3982745.2 59.079
12.0 991616. 84.953 2238753.2 33.209 hine3vs.z 64.473
15.0 1028403, 88.105 2714509.9 uo.267 4797199.9 71.161
17.0 1048866. 89 858 3032404, 2 bl 982 soL4049 2 7h.838
20,0 1073959, 92.011 o1a52,7 51.792 5356492.,7 T9.457
36.0 11258371, 96 . L98 B764835.5 70.681 5991235.5 88.873
40.0 1148090, 98.358 SUBED96. 1 81.393 62534836, 1 92.763
50.¢ 1157723, 59,190 5897991.4 87.490 6370891.4 9, 505
60.0 1162300. 92.576 6138866.8 91.063 6435526.8 95,470
70.0 1164585, 99.772 6289152.0 93.292 6475772.0 96.061
80.0 1165482, 95. 848 6354673.7 oL, 2648 6496193.7 96.364
$0.0 1165683, 59 .866 6371527.7 24514 65126L7.7 96.608
100.0 1166166, 59,907 6415616.5 95,168 6528118.5 96.778
150.0 1166639, 9%.948 64TIRDG. 6 95.996 6563206.6 97.358
200.0 1166808, 99.962 6Uh9B676.9 96.400 6587276.9 97,715
" 250.0 1166924, 99.972 6523211.9 96. 764 6604961.9 97.977
300.0 1166981. 99.917 6538437 .4 96.920 6519437 .1 98,192
350.0 1167019, 99.980 65505927.8 97.171 6631797.8 98.375
400.0 11670486, 59,982 6560589, 1 97.319 6642589, 1 98.535
450.0 1167065, 9%.984 6568579.6 97.437 6652272.6 98.679
500.0 1187092, 99.9%986 &6581077.9 97.623 6660577.9 98,802
550.0 1167106. 99,988 65884149 g7.732 6668164.9 98.915
600.0 1167118, 99,989 6595188.3 97.832 6674586.3 99.016
700.0 1167144, %99.991 6611902.8 g8.080 6686802.8 99.191
800.0 1167161, 99.992 6624526.9 88,267 65696526.9 95,335
900.0 1167174, 99.993 66355UB, 1 98.431 6704848, 1 99.4593
1000.0 1167187. 99.955 66477894 98.612 6711789 .4 99,562
1250.0 1167208, 99.9%¢& 6671135.7 98.959 6724885.7 99.756
1500.0 11687228, 99.9%8 6698861,2 99.370 6733361.2 99.882
1750,0 1167237, 99.999 6713375.0 99.585 &6131875.0 99.949
2000.0 1167245, 99.99% 6728320.4 99,807 67L0320.4 99.985
5999%3.9 1167251, 100.000 6741333.9 100.000 67T41333.9 10G.000




PSC Case No. 2007-00008
Attorney General Data Reguest Set 1

CQuestion 106 Attachment
GOLUMBIA GAS OF KENTUCKY, INC. CKY Respondent: Mark Balmert
D1S BILLED TARIFF Page 3 of 45

COMMERG1AL BiLL FREQUENGY ANALYSIS

FOR THE 12 MONTHS ENDED 9/2006
RATE SCHEDULE G1C
DATA: 12 MONTHS ACTUAL 0 MONTHS PROJERTED - ACTUAL NORMAL {ZED

[ S ——

MCF
UPPER CUMULATIVE PERCENT GUMULATIVE PERCENT
LIMIT BILLS BILLS MCF MGE
0.0 1. 1.923 0.0 ¢.00D
0.5 13. 25.000 1.3 0.022
1.0 13, 25.000 1.6 0.027
1.1 13. 25.000 1.6 0.027
1.2 4. 26,923 2.8 0.047
1.3 15. 28 846 .1 0.069
1.4 16. 3D.76% 5.5 0.0%2 5
1.5 16. 30.769 5.5 0,092 5
2.0 20, 38.162 12.5 0.210 5
3.0 21, 40.385 .7 .0.247 7
4.0 23. h 237 21.7 0.364 7
5.0 23. I, 231 21.7 C.364 6.7
8.0 27. 51.923 u8.4 0.813 248 .4 .17
10.0 27, 51.923 us. 4 0.813 2958.4 5.010
12.¢ 29, 55.76% 68.6 1.152 3L, 6 5.786
15.0 33. 63 .462 120.8 2.028 u05.8 6.813
17.0 33, 63 .462 120.8 2.028 443.8 7.451
20.0 3. 65.38% 138.8 2.330 198.8 8.375
30.0 35. 67.308 160.8 2.693 670.4 11.256
40.0 37. 71.154 321.2 5.393 921.2 15.466
50.0 37. 71.154 321.2 5.393 1071.2 17.985
&60.0 40. T6.923 610.8 10.255 1330.8 22,343
70.0 B2, 80.769 736.3 12.362 1436.3 24,115
80.0 43, 82,692 872.6 14,651 1592.86 26.739
20.0 ko, 88.462 196k.3 32.980 2504.3 42,046
100.0 he, 88.462 1964.3 32.980 2564.3 43,053
150.0 k7. 90.3835 2202.0 36.971 2552.0 19,563
200.0 L. 90.385 2202.0 36.971 3202.0 53.760
250.0 48. 52.308 2595.5 43.577 3595.3 60.367
300.0 L. 92.308 2595.5 43.577 3795.5 63.725
350.0 48, 92.308 2595.5 43,577 3995.5 67.082
400.0 51. 98.077 4996.% 83.896 53596.9 90.611
450.0 51. 58.077 4996.9 83.895 5446.9 91,451
500.0 52. 100.000 5956. 1 100.000 5956.1 100.0600
550.90 52. 100,000 5956. 1 100,000 5956, 1 100.000
600.0 52. 100.000 5956. 1 100,000 5956.1 100.000
700.0 52. 100.000 5956, 1 100.000 5956, 1 100.000
800.0 52. 100.000 5956, 1 100,000 5956, 1 100.000
900.0 52. 100,000 5956, 1 100.000 5956.1 100.000
1600.0 52, 100.000 5956.1 100,000 5956. 1 100,000
1250.90 52, 100.000 5956.1 100.000 5956.1 100.000
1500.0 52, 100,000 5956. 1 100.000 5956, 1 100.000
1750.0 52. 100.000 50656, 1 100.000 . B956.1 160,000
2000.0 32, 100.00C 5956.1 100.0006 5956.1 100.000

wmmcw”w 52. 100.000 mwwmuq 100.000 5956. 1 100.000
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PSG Case No. 2007-00008
Attorney General Data Request Set 1

Question 106 Atfachment
COLUMBIA GAS OF KENTUCKY, IRC, CKY Respondent: Mark Balmert
DS BILLED TARIFF - Page 4 of 45

RESIDENTIAL BILL FREQUENDY ANALYSIS

FOR THE 12 MONTHS ENDED $/2006
RATE SCHEDULE G1R
DATAY 12 MONTHS ACTUAL 0O MONTHS PROJECTEDR -  ACTUAL NORMAL 1ZED

MCF
UPPER CUMULATIVE PERCENT CUMULATIVE PERGENT CONSOL 1B FAGCTOR
LiMIT BILLS BIELS MCF. MGE. MCFE BERGENT
D.0 31. 8.3179 G.C 0.000 0.0 0,000
0.5 90. 23.747 16.6 0.578 161.6 5.626
1.0 127. 33.508 Lh.7 1.556 296.7 10.330
1.1 135. 35,620 53.5 1.863 321.5 11.194
1.2 139, 36.675 58.3 2,030 346.3 12,057
1.3 6. 38.522 67.4% 2.347 370.4 12.896
1.8 151, 39.842 Th. 4 2.590 - 3%3.h4 13,697
1.5 154, 40,633 78.9 2, 7u¥ 016.9 14,515
2.0 179. 47.230 120.9 §.209 520.%9 18,136
3.0 213. 56,201 206.5 7.190 T04.5 28,528
4.0 282, 63.852 305.6 10.640 853.6 22,719
5.0 262. £9.129 399.% 13,923 98k, 9 34,291
8.0 291, 16.781 583.7 20.322 1287.7 Lh. 833
10.6 305. 80.475 717.2 24,995 1457.9 50.759
12.0 315. 83.113 828.7 28 852 1596.7 55,392
15.0 325, 85,752 965.2 33.605 : 1775.2 61.806
17.0 331. 87,333 1058.8 36.864 1874.8 65.274
20.0 338, 89.182 1153.0 7.536 2013.0 70.088
0.0 354, 93.404 1607.6 55.971 2357.6 82.083
L0.0 366, 26.570 2039.0 70.921 2559.0 89,0935
50.0 372, 98,153 2308.9 80.388 2658.9 92.574
60.0 37h. 58,681 2420.0 84,256 2720.0 94.701
70.0 378. 99.736 2763.4 96.212 2833.4 98.6HG
80.0 378. $9.736 2763.4 96.212 2843.4 98.997
$0.0 379. 160,000 2872.2 109.000 2872.2 100.000
100.0 379. 100.000 2872.2 100,000 2872.2 100,000
150.0 379, 100.000 2872.2 100,000 2872.2 100,000
200.0 379. 100.000 2g872.2 100,000 2872.2 100.000
250.0 379. 100.000 2872.2 100.000 2872.2 100,000
300.0 379. 100,000 2872.2 100.000 28r2.2 100. 000
350.0 379. 160,000 2872.2 100,000 2872.2 100.000
§00.0 379. 100..000 2872.2 100.000 2872.2 106.000
L50.0 379. 100,000 2872.2 100 .000 2872.2 100.000
500.0 379, 100.000 2872.2 100,000 2872.2 100.000
550.0 379. 100.000 287z2.2 100.000 2872.2 100,000
600.0 379. 100.000 287z2.2 100.000 2872.2 100,000
700.0 379. 106.000 28722 100.000 2872.2 100.000
800.0 379. 100.000 2872.2 100.000 2872.2 100,000
900.90 379, 100,000 2872,2 100.000 2872.2 100,000
1000.0 379. 106.000 2872.2 100,000 2872.2 100.000
1250.0 379. 100,000 2872.2 100,000 2872.2 100,000
1500.0 379. 100.000 2872.2 100.000 2872.2 100.000
1750.0 379, 100.000 2872.2 100.000 2g872.2 100.000
2000.0 379. 100.000 2872.2 100.000 2872.2 100. 000

@wwmw“m 379. 100.000 2872.2 100,000 2872.2 100.000




PSC Case No. 2007-00008
Attorney General Data Request Set 1

COLUMBIA GAS OF KENTUCKY, ING. Ky mmmﬂwwmwﬂmﬁ hmwohﬂmmn
D18 BILLED TARIFF ' Page 5 of 45

RESIDENTiAL BILL FREQUENCY ANALYSIS

FOR THE 12 MONTHS ENDED 9/2006
RATE SCHEDULE IN3
DATA: 12 MONTHS ACTUAL D MONTHS PROJEGTEDR -~  ACTUAL NORMAL IZED

MGF

UPPER CUMULAT IVE PERCENT CUMULAT IVE PERCENT CONSOL IDATED FAGTOR
LIMIT BILLS BILLS MGE MGF MCE PERCENT
0.0 2. 1.667 0.0 0.000 0.0 £.000
0.5 22. 18,333 L. 0.285 53.1 3.56%96
1.0 320. 25.000 10,2 0.710 100.2 6.97h
1.1 33. 27,500 13.5 D.3up 10%.5 7.622
1.2 35. 29,167 15.9 1,107 117.9 8.206
1.3 3s. 30.000 17.2 1.197 126.2 8.784
1.4 38, 31.667 20.0 1.392 135.0 9.397
1.5 38, 31.667 20.0 i.392 143.0 9.953
2.0 BRI, 36.667 30.5 2.123 182.5 12.703
3.0 54, 45.000 55,3 3.849 253.3 17.631
4.0 62. 51.667 83.5 5.812 315.5 21,960
5.0 68. 56.667 111.1 T.733 371.1 25,830
8.0 83. 69.1867 270.7 4.666 506.7 35.268
10.0 86, 71.687 237.8 i56.552 577.8 o217
12.0 89. T 187 272.1 18,939 6Ly, 1 Ly, 832
15.0 95, 79.167 355.8 24,765 730.8 50.867
17.0 96, 80,000 371.9 25,886 779.9 54,288
20.0 98, 81.667 408.6 28.440 8uB. 5 59.066
30.0 106. £8.333 608.6 42,361 1028.6 71.585
40.0 111, 92.500 795.9 55.398 1155.9 80.455
50.0 114, 95.000 93%.4 65.386 1239 .4 86,267
60.0 115. 85.833 994.0 62.186 1294.0 90.068
70.0 118. 08,333 12247 85.244 1364.7 o4, 989
80.0 119. 95,167 1322.3 92.037 ta02,3 97.606
20.0 119. 99.167 1322,3 92.037 15812.3 98,302
100.0 120. 100,000 1436.7 100.000 1436.7 100.000
150.0 120. 100,900 1436.7 100.000 h3e.7 160,000
200.0 120. 100.000 u36.7 100.000 1436,7 100,000
230.0 120. 100.000C his. 7 100.000 Th36.7 100.000
360.0 120. 100.000 36,7 100.000 h3s.7 100,000
350.0 120. 106.000 h36.7 100.000 1436.7 10G.000
400.0 120. 100.000 1436.7 100,000 1436.7 160,000
50,0 120. 100,000 1436.7 100.000 1436,7 100,000
500.0 120. 100,000 1436.7 100,060 1436.7 100.000
556.90 120, 100.000 1436.7 108.000 1436.7 100.000
600.0 120. 100.000 14836.7 100,000 1436.7 100.000
760.0 120. 10G.000 1a3e.7 160,000 1h836.7 100,000
800.0 120. 106.000 1036.7 100,000 1436.7 100.0600
900.0 120. 100.000 1u36.7 100,000 1836.7 100,000
1006.0 120. 100,000 1436.7 100.000 1836.7 100.000
1250.0 120. 100,000 H36.7 100.000 1u36.7 160.000
1500.0 1290. 160.000 th36.7 100.000 W3e.7 100.000
1750.0 120, 100.000 1436.7 100.000 1436.7 100,000
2000.06 120. 100,000 1436.7 100.000 1436.7 100,000

8999%.9 1206, 100,000 1436.7 100,000 36,7 100.000
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COMMERCIAL BILL FREQUENCY ANALYSIS

FOR THE 12 MONTHS ENDED 9/2006
RATE SCHEDULE IN3
DATA; 12 MOWTHS ACTUAL 0O MONTHS PROJECTED - ACTUAL NORMAL 1ZED

MCF

UPPER CUMULATIVE PERGENT CUMULATIVE PERGENT CONSDL IDATED FACTOR
LIMIT BILLS BILLS 3 MGE ML PERCENT
0.0 Q. 0.000 0.0 0.000 0.0 0.000
0.5 0. ¢.000 ~2.0 =2.601 4.0 5.202
1.0 8. 66.667 3.2 k,161 7.2 9.363
1.1 B, 66.667 3.2 &,161 7.2 9.363
1.2 8. 66.667 3.2 L1681 8.2 10.663
1.3 8, 66.667 3.2 . 161 8.2 10.663
1.4 9. 75.000 4.8 5.982 8.6 11.183
1.5 11. 91.667 7.6 S.B83 9.6 12,484
2.0 12, 100.000 76.9 160,000 76.9 100,000
3.0 12, 100.000 76.9 100,000 6.9 100.000
4.0 12. 100.000 76.9 100.000 76,9 100,000
5.0 12, 100.000 76.9 100,000 76.9 160.000
8.0 i2. 100,000 76.9 100.000 76.9 100.600
10,0 12. 100,000 76.9 100.000 76.9 100,000
12.0 12, 100,000 16.9 100.000 76.9 100.000
15.0 12, 100,000 76.9 100.000 6.9 100.000
17.0 12, 100.000 76.9 100,000 76.9 100. 000
20.0 12. 100,000 76.9 100,000 76.9 100,000
30.0 12, 100,000 76.9 100.000 76.9 100.000
4G.0 12, 100,000 6.9 100.000 6.9 100.000
50.0 12, 100.000 76.9 100.000 76.9 100,000
60.0 12, 100.000 16.9 100,000 16.5 100,000
70.9 12, . 100.000 76.% 100,000 76.9 160,000
80.0 12. 100,000 76.9 100,000 76.9 100.000¢
50.0 iz2. 100.000 76.9 100.000 76.9 100,000
100.0 12. 100,000 76.9 100,000 76.9 100,000
150.0 12, 100,060 76.9 100,000 76.9 100,000
200.0 12, 100.000 16.9 100,000 76.9 100. 000
250.0 12. 160,000 76.9 100,000 76.9 100.000
300.0 12, 100.000 6.9 100.000 76.9 100.000
350.0 12. 100.000 i6.9 100,000 76.9 100,000
L06.0 12. 100.000 6.9 100.000 76.9 100,000
&50.0 12, 100.0C0 76.9 100.000 76.9 100.000
500.0 12, 100.0060 16,9 100.000 76.9 100.000
550.0 1z. 100.000 16.9 100,000 16.9 106.000
600.C 12, 100.000 16.9 106.000 76.89 100,000
700.0 12, 100,000 716.9 100,000 76.9 104, 000
800.0 12, 100.000 76.9 100.000 ] 76.9 100.000
500.0 12. 100.0060 76.9 100.000 76.9 106.000
1000.0 12, 160.600 76.9 100,000 76.9 100.000
1250.0 12. 100,000 76.9 100,000 76.9 100.000
1500.0 2. 100,000 76.9 100,000 - 716.9 10G.000
1750.0 12. 100.000 16.9 100,000 16.9 100, 000
2000,0 12. 100,000 76.9 100.000 76.9 100.000
$9999.9 iz, 100.000 76.2 100.000 T6.9 160,000

xR i 1 T e S e et L
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106,000
100.000
100. 000
160,000
100,000
100.000
100.000
100,000
100.0060
100.000
100.000
100.000
106. 000
100,000
100.000
iD0.000
100,000
150,000
100.000
160000
100.000
100,000
109,000
100, 000
300,000
100,000

MCOF
UPPER CUMULATIVE PERCENT CUMULATIVE PERCENT CONSOL IDATED FACTOR
LiMIT BILLS BILLS MCE MOF MGE
0.0 0. 6.000 0.0 0.000 0.0
0.5 0, 0.000¢ ~-0.5 ~0.495% 5.5
1.0 0. Cc.000 =2.0 ~1.978 10.0
1.1 1. 8,333 =-0.9 ~0.890 11.1
1.2 2. 16.667 0.3 0.297 12.3
1.3 3. 25.000 1.6 1.583 13.6
1.4 3. 25.000 - 1.6 1.583 4.6
1.5 3. 25,000 1.6 1.883 15.6
2.0 i, 33.333 9.9 2.792 25.9
3.0 G, 50,000 20,7 20.475 38.7
i.0 8, 66.667 37.1 36.696 53.1
5.0 8. 66.667 37.1 36.696 57.1
8,0 11. 91,667 81.7 85.811 83.7
10.0 12. 100.000 101, 1 190,000 101.1
12.0 12, 100,000 011 10C. 000 161.1
15.0 12. 100,000 10,1 100,000 1071.1
17.0 12. 100,000 101, 1 100.000 01,1
20.90 12. 100.000 161.1 100.0600 107.1
30,0 12. 100.000 101.1 100.000 101.1
k0.0 12. 100,000 101.1 100,000 1011
50.0 12, 100,006 101.1 100,000 61
60.0 12, 100.000 107.1 100,000 101.1
70,0 2. 100,000 101.1 100.000 01,1
80.0 1z, 100,000 101,14 100.000 101.1
50.0 12, 106,000 1011 100,000 101.1
160.0 12, 100.600 1033 100, 000 1071, 1
150.0 2. 100, 000 101, 1 100,000 101.1
200.0 12, 100,000 161.1 100.000 101.1
250.0 i2. 100.600 101, 1 100.000 101.1
300.0 12, 100.000 1011 100.000 107, 1
350.0 12, 100,000 107.1 100.000 101.1
400. 0 12, 300.000 01,1 100,000 161, 1
HED.D 12, 100.000 101, 1 100.000 101.1
500.0 12. 100.000 107.1 100,000 0701
550.0 12, 100.000 01,1 100,000 101, 1
6006.0 12. 100.000 101.1 100,000 101,11
700.0 12, 100,000 101.1 100.000 101.1
800.0 12, 100,000 161.1 100.000 101, 1
9006.0 12, 100.000 101, 1 100.000 101.1
1000,0 1z, 100.000 101.1 100.000 01,1
1250.0 12, 100.0600 101.1 100.000 101.1
1500.0 12, 100.000 101.1 100,000 07,1
1750.0 12. 100,000 i01.1 100,000 101.1
2000.0 12, 100,000 101, 1 100,000 101.1
99995.5 12, 100,000 101.1 100,000 101.1

100.000
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RESIDENTIAL BILL FREQUENCY ANALYSIS

FGR THE 12 MONTHS ENDED 9/2006
RATE SCHEDULE IN5 .
DATA: 12 MONTHS AGTUAL O MONTHS PROJECTED - ACTUAL NORMAL 1ZED

MCE
UPPER CUMULATIVE PERCENT CUMULATIVE PERCENT
LIMIT BH.LS BILLS MCF _McE
0.0 1. 1,667 0.0 0.000
0.5 9. 15.000 0.7 0,104
1.0 15. 25.000 4.3 0.637
1.1 17. 28,333 6.5 0.962
1.2 18. 20.00D T.7 1,180
1.3 20. 33.333 10.3 1.525
.k 22, 36.667 13.1 1,940
1.5 22, 36.667 13.1 1.340
2.0 253, 47,667 18,0 2.665
3.0 28. A6.6567 25.38 3.820
Lo 33, 55.000 hi kg 6.574
5.0 36, 60,000 58.4 a.647
8.0 Lz, 70.00D 98.0 14,510
i0.0 g, 73.333 118.5 17.545
12.0 L6, 16.667 139.4 20.640
15.0 Le, 80.000 165.0 24 530
17.0 50, 83.333 218.7 32,381
20.0 30. 83.333 218.7 32,381
30.0 54, 90.000 328.3 48 4608
40.0 56. 93.333 395.1 58,499
50.0 56, 93.333 395.1 58,499
60.0 58, 96.8667 519.2 76.873
70.0 &0. 100.000 675.4 100.000
80,0 60, 100.000 675.h 100.000
90.0 60. 100.000 675.4 100.000
100.0 &0, 100.000 675.4 100,000
150.0 80, 100.000 675.4 100.000
200.0 60. 100,000 675.4 100,000
250.0 60. 106.000 675.4 100.000
300.0 &0. 100.000 675.4 100.000
350.0 60, 100,000 675.4 100.000
400.0 60. 100,000 675.4 100.000
450.0 0. 166,000 €75.4 100.000
500.0 50. 100,000 675.4 100.000
550.0 40, 100,000 675.1 100,000
600.0 60. 100,000 675.4 100,000
700.0 &0. 100,000 675.4 100,000
800.,0 60. 100.000 675.4 100.000
900.0 60, 100,000 675.4 100,000 675.48 100.000
1000.0 60, 100,000 §75.4 100,000 675.4 100.000
1250.0 60, 100.000 675.1 100.000 675.4 106,080
1500.0 60. 100,000 675.4 100,000 Gi3.4 100,000
1750.0 &0, 100,000 &675.4 100.000 675.4 100,000
2000.0 60. 100,000 675.4 100,000 675.4 106,000

G9399.5 80, 100.000 675.4 100,000 675.4 100.000
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RESIDENTIAL BHLL FREQUENGY ANALYSIS

FOR THE 12 MONTHS ENDED 9/2008
RATE SCHEDULE LGZ
DATA: 12 MOKIHS ACTUAL 0 WMONTHS PROJECTED =~ ACTUAL KORMAL IZED

MOF

UPPER CUMULATIVE PERCENT CUMULATIVE PERCENT CONSOL IDATED EACTOR
LIMIT BILLS BILLS MCE MCE MGE PERCENT
0.0 2. 16.667 0.0 0.000 0.0 0,000
0.5 2. 16.667 0.2 ~-0.035% 4.8 0.840
1.0 2. 16.667 -1.3 ~0.227 B.7 i.522
1.1 3. 25.000 =-0.2 =0.035 9.8 1.774
1.2 3. 25,000 0.2 ~0.035 10.8 1.889
1.3 3, 25.000 ~0.2 ~-0.935 11.8 2,06k
1.4 3. 25,000 0.2 -0.035 1z.8 2,238
1.5 b, 23.333 1.3 g.227 13.3 2.327
2.0 by, 33.333 B.4 g.770 20.k 3.569
3.0 I, 33.333 g4 0.770 28.4 4,569
L. L, 33.333 L.h 0.770 36.4 6,368
5.0 L, 33.333 h.h 0.770 L.k 7.768
g8.0 5. iL1.8667 19.4 3.3%4 5.4 13. 191
10,0 5. 1,667 19.4 3.3%4 &9.4 15.640
12.0 5. 41,667 19.4% 3.3594 103.4 18,090
15.0 6. 50.000 5C.5 8.835 140.5 24 580
17.0 7. 58,333 84.1 h.713 169. 1 29.584
20.0 7. 58.333 8L .1 14.713 1841 32.208
30.0 7. 58,333 Bl 1 14,713 234, 1 40,955
40.0 g. 75.000 230.7 0,360 350.7 61,354
50.0 9. 75.000 230.7 40.360 380.7 66.603
60.0 12, 100.000 571.6 100.000 571.6 100,000
70.0 12. 100.000 571.6 100.000 571.6 100,000
80.0 12, 100.0060 571.6 100.000 571.6 100.000
0.0 12. 100,000 571.6 100,000 571.6 100. 000
100.0 12, 100,000 571.6 100,000 571.6 100,000
150.0 12, 100.000 571.6 100,000 571.6 100.600
200.0 2. 100.000 571.6 100,000 571.6 100.000
250.0 iz, 100.000 571.6 100.000 571.6 100,000
300.0 12, 100.000 B71.6 160,000 571.6 100,000
350.0 12, 100.000 571.6 160.000 571.6 100,000
400.0 12, 100.000 571.6 100.000 271.6 100.000
§50.0 12. 100,000 571.6 100,000 571.6 100.000
500.0 12. 100.000 571.6 100,000 571.6 100,000
5506.0 12, 100 .000 571.6 100.060 571.6 100.000
600.0 12. 100.000 571.6 100.000 571.6 100,000
700.0 i2. 100.000 571.6 100,000 571.6 100.000
800.0 12, 100.000 571.6 100.000 571.6 100.000
900.0¢ 12, 10G.000 571.6 100.000 571.6 100.000
1006.0 12. 100.000 571.6 100.000 571.6 100,000
1250.0 12. 100,000 511.6 100.000 571.6 100,000
1500.0 12. 100.000 571.6 100.0600 571.6 100.000
1750.0 1z. 10G.000 571.6 106,000 571.6 100,000
2000. 12 100.000 571.6 100.C00 571.6 100.000

99999.9% 12. 100.000 571.6 100.000 571.6 100, 000
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COMMERCIAL BILL FREQUENCY AMALYSIS

. FOR THE 12 MONTHS ENDED 9/2006
RATE SCHEDULE LG2
DATA: 12 MONTHS ACTUAL © MONTHS PROJECTED - ACTUAL NORMALIZED

MCF '

UPPER CUMULAT IVE PERGENT CUMULAT IVE PERCENT CONSOL |DATED._FAGTOR
LiMIT BILLS _BILLS __ MOF . __MCF MCE PERCENT
0.0 . 0.000 0.0 0,000 0.0 0,000
0.5 1. 8.333 ~0.8 ~0.085 5.2 8.551
1.0 1. 8.333 -2.,2 ~0,233 8.8 0,933
1.1 1. 8,333 2.2 -0.233 9.8 1.039
1.2 1. B.333 -2.2 -0.233 10.8 1,185
1.3 1. 8.333 -2.2 ~0.233 11.8 1,251
1.4 1. 8,333 -2.2 ~0,233 12.8 1.357
1.5 1. 8.333 “2,2 =0(,233 4.8 1.569
2.0 1. 8.333 -1.1 ~0.117 20.9 2.216
3.0 i, 3