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NiSource Inc (NI)
Utica JV Announced; Room for Further Growth; Maintain Neutral

I Company Update

• Transaction — This morning NiSource announced the details of their much-
awaited JV within the Utica. It will be in the form a joint venture with Hilcorp Energy
Company, a privately owned E&P company. The deal involves a midstream and
E&P component. The first part of the deal is a 50/50 JV for $300 mm, in which NI
will build out the pipeline and G&P infrastructure in the Utica Shale/Western
Marcellus (Columbiana County). The upstream portion of the deal involves NI
monetizing its mineral rights in Ohio (—15k acres) giving the company the option to
expand its infrastructure presence and expand its royalty stream in the future as
development in the Utica grows. Hilcorp is expected to contribute the majority of
acreage to the JV and will be responsible for developing the region.

I Upstream — NI plans to monetize their mineral rights position in the Utica by
combining their acreage with Hilcorp, and participate in the JV as a non-operating
owner. We estimate NI has —100k acres in the Utica, of which they are placing 15k
into the JV. The value of NI’s acreage wasn’t disclosed. We estimate it could be in
the $5,000-$10,000/acre range based on recent transactions in the area.

Midstream — The midstream joint venture will be called Pennant Midstream, LLC.
The first phase of the investment, planned for later this year, is for $300 mm. It will
require the build out of a 50 mile, 20-inch gathering pipeline in the Utica, along with
an NGL processing plant with an initial capacity of 200 mmcf/d. NiSource will be the
sole operator on the gathering system (400 mcf/d), with plans for expansion in the
future. The upstream JV between the companies will serve as the anchor contract
on the project, and be fully operation by 3Q13. We estimate the transaction is
valued at 7X EBITDA, and could add an —$15-20 mm to NI’s bottom line in 2013
($0.05-0.07 per share).

• Recommendation — We maintain our Neutral rating & reiterate our $24 target
price. NI will hold an investor day in early September where more color on the
transaction is to be covered & further opportunities within their Ohio footprint will be
discussed.

Neutral 2
Price (09 Jul 12) US$24.31
Target price US$24.00
Expected share price return -1.3%
Expected dividend yield 3.9%
Expected total return 2.7%
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Previous 0.61E O.18E O.16E 0.44E 1.38E na
2013E O.69E O.19E O.16E O.46E 1.51E 1.53E
Previous O.69E 0.19E 0.16E 0,46E 1.51E
2014E O.71E O.22E O.21E O.48E 1.62E 1.52E
Previous 0.71E 0.22E 0.21E 0.48E 1.62E na

Source: company Reports and dataCentral, Citi Research. FC Cons: First call consensus.
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NI.N: Fiscal year end 31-Dec
Profit & Loss (US$m)

Sales revenue
Cost of sales
Gross profit

Gross Margin (%)
EBITDA

EBITDA Margin (%)
Depreciation

Amortisation
EBIT

EBIT Margin (%)
Net interest
Associates

Non-op/Except
Pre-tax profit
Tax

Extraord./Min.lnt./Pref.div.
Reported net profit

Net Margin (¾)
Core NPAT

Per share data

Reported EPS ($)
Core EPS ($)
DPS($)

CFPS ($)
FCFPS($). BVPS($)

Wtd avg ord shares (m)
Wtd avg diluted shares (m)

Growth rates
Sales revenue (¾)
EBIT (¾)
Core NPAT (%)
Core EPS (%)
Balance Sheet (US$m)
Cash & cash equiv.
Accounts receivables
Inventory

Net fixed & other tangibles
Goodwill & intangibles
Financial & other assets
Total assets

Accounts payable
Short-term debt

Long-term debt
Provisions & other liab
Total liabilities

Shareholders equity
Minority interests
Total equity
Net debt

Net debt to equity (%)

2010 2011 2012E 2013E 2014E Valuation ratios
5816 5,967 6,107 6,337 6,529 PE (x)

-2,976 -3,045 -2962 -3062 -3,142 PB (x)
2,840 2922 3,145 3,275 3,387 EVIEBITDA (x)

48.8 49.0 51.5 51.7 51.9 FCF yield (%)
1,491 1,486 1,689 1,840 1,972 Dividend yield (¾)
25.6 24.9 27.6 29.0 30.2 Payout ratio (¾)
-543 -485 -583 -631 -678 ROE (¾)

-54 -54 -54 -54 -54 Cashflow (US$m)
895 948 1,052 1,155 1,240 EBITDA
15.4 15.9 17.2 18.2 19.0 Working capital
-392 -377 -409 -409 -409 Other

15 15 12 32 38 Operating cashflow
4 -7 0 -10 -35 Capex

522 578 656 769 834 Net acq/disposals
-188 -207 -236 -284 -309 Other

3 -2 0 0 0 Investing cashflow
337 370 420 485 526 Dividends paid
5.8 6.2 6.9 7.7 8.1 Financing cashflow

334 371 420 485 526 Netchangeincash
2010 2011 2012E 2013E 2014E Free cashflowto slholders
1.21 1.28 1.38 1.51 1.62
1.19 1.29 1.38 1.51 1.62
0.92 0.92 0.92 0.92 0.92
2.96 3.44 3.01 3.53 3.74
0.09 -0.47 -1.57 -1.05 -0.78

17.58 17.32 18.19 17.83 17.64
278 286 303 321 325
280 288 305 321 325

2010 2011 2012E 2013E 2014E
-7.6 2.6 2.4 3.8 3.0
6.5 5.9 11.0 9.8 7.3

20.6 11.3 13.0 15.7 8.3
19.0 8.1 6.6 9.8 7.0

2010 2011 2012E 2013E 2014E
212 172 161 161 161

1,178 856 952 1,060 666
428 566 624 216 431

13,156 14,129 14,890 15091 15,289
3,986 3,975 3,975 3,975 3,975

979 1,010 1,047 888 913
19,939 20,708 21,649 21,391 21,435

582 434 459 328 315
1,417 1,687 1,687 1,687 1,687
5,936 6,267 6,594 6,488 6,453
7081 7,323 7,353 7,159 7,240

15,016 15,711 16,093 15,662 15,695
4,923 4,997 5,557 5,728 5,741

0 0 0 0 0
4,923 4,997 5,557 5,728 5,741
7,141 7,782 8,120 8,015 7,979
145.0 155.7 146.1 139.9 139.0

2010 2011 2012E 2013E 2014E

20.4 18.9 17.7 16.1 15.0
1.4 1.4 1.3 1.4 1.4

10.9 11.3 10.2 9.4 8.8
0.4 -1.9 -6.4 -4.3 -3.2
3.8 3.8 3.8 3.8 3.8
77 71 67 61 57
6.9 7.5 8.0 8.6 9.2

2010 2011 2012E 2013E 2014E
1,491 1,486 1,689 1,840 1,972
-414 -264 -137 -37 -41
-249 -231 -632 -670 -714
828 991 920 1,133 1,216

-804 -1,125 -1,397 -1,471 -1,471
1 0 0 0 0

-140 -24 0 0 0
-943 -1,149 -1,397 -1,471 -1,471
-256 -258 -281 -296 -299
211 281 140 -216 -219

38 73 -338 -553 -474

24 -134 478 -338 -254

Price: US$24.31; TP: US$24.00; Market Cap: US$6,906m; Recomm: Neutral

. For further data queries on Citi’s full coverage universe please contact Citi Research Data Services at CiliRsch.DataServicea.Global@citi,comFor definitions of the items in this table, please click hurE.
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NiSource Inc

Company description

NiSource Inc (NI) is, primarily, a regulated utility with an integrated network of gas
distribution, transportation, and storage assets in the Northeast, Mid-Atlantic, and
Midwest. NiSource also operates an electric utility in Northern Indiana.

The company operates four business units, including Gas Distribution, which
delivers natural gas in several states; Gas Transmission and Storage Operations,
which provide interstate natural gas transmission and storage services from the Gulf
of Mexico to the Northeast; Electric Operations, which consist of NiSource’s
regulated electric utility, Northern Indiana Public Service Company (NIPSC0); and
Other Operations, which include energy-related services and a co-generation
facility.

Investment strategy

We rate the shares of NiSource (NI) Neutral (2). NI provides long-term earnings
power of $1.50 per share, including growth from expected rate increases at
NiSource’s utilities. Our estimates do not include substantial industrial load growth
at the utility or the potential for a build out of NI’s pipeline and storage assets, which
have a favorable footprint in the Marcellus Shale.

Valuation

We average multiple valuation methodologies to derive our $24 target. Our NAV
yields a value of $25. We value regulated assets at a multiple of rate base. These
values are partially offset by the company’s net debt. Our DDM, which incorporates
our rate base growth assumptions, values the company at $24. Our P/E and
EV/EBITDA multiples (2013 estimates) are based on our proprietary analyses,
which utilize current equity risk premiums, current betas and projected risk-free
yields. For our P/E analysis, we use multiples of 14.5x and 14.5x for the company’s
utility and pipeline assets. For our EV/EBITDA analysis, we use multiples of 7.5x
and 8.Ox for the company’s utility and pipeline assets. Our P/E and EV/EBITDA
analyses yield values of $24 and $23.

Risks

The key risks to our investment thesis are (1) Rate Cases — We estimate the
company will receive rate relief at several of its utilities. Under- or over-estimation of
relief could materially impact our estimates (2) Weather — Changes in weather
impact the stability of earnings (3) Capital Investment Recovery — NI spends a
substantial amount of capital to maintain and expand its distribution system. NI
depends on rate increases from public utility commission to earn a fair return on this
expansion. In addition, tariffs on the pipeline system are regulated by the FERC (4)
Pipeline Capacity Contracts — The risk of re-contracting pipeline capacity at lower
rates, upon contract expiration, could have a material impact on earnings (5) Uplift
from an MLP — Currently, we do not include any uplift from NiSource pursuing an
MLP strategy. However, significant upside may exist if the Company is able to
successfully implement this strategy.

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause the stock price to materially under/outperform our target.
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Appendix A-I
Analyst Certification

The research analyst(s) primarily responsible for the preparation and content of this research report are named in bold text in the author block at
the front of the product except for those sections where an analyst’s name appears in bold alongside content which is attributable to that analyst.Each of these analyst(s) certify, with respect to the section(s) of the report for which they are responsible, that the views expressed therein
accurately reflect their personal views about each issuer and security referenced and were prepared in an independent manner, including with
respect to Citigroup Global Markets Inc and its affiliates. No part of the research analyst’s compensation was, is, or will be, directly or indirectly,related to the specific recommendation(s) or view(s) expressed by that research analyst in this report.
IMPORTANT DISCLOSURES

NiSource Inc (NI) USO
Covered

Not covered
History

25

AS ON Dl FM AM J JASON 0 J FM AM J JASON Dl F MA MI]
2010 2011 2012

Date Rating Target Price Closing Price Date Rating Target Price Closing Price Date Rating Target Price Closing Price27-Oct-OS iN 15.00 13.47 1-Nov-10 2M ‘18.00 17.17 8-Oct-il 2 21.00 21.55
21-Jan-10 *2M *16.00 14.87 31-Jan-il 2M ‘20.00 18,62 1-Nov-il 2 ‘22.00 21.32ffi 27-Apr-10 2M ‘16.50 16.27 2-May-li 2M *21.00 18.52 23-Apr-12 2 ‘24.00 24.30
5-May-IS 2M ‘17.00 16.20 8-Oct-il Stock rating system changed

Indicates change Rating/target price changes abnve reflect Eastern Standard Time

NiSource Inc (NI) USD
Covered

Not covered
Ratings and Target Price History

25
Best Ideas Research
Relative Call (3 Month)

20 ‘.‘/‘*‘

Analyst: Faisel Khan, CFA
..,‘-.. ,*,..-.‘‘.,•**‘“

15 -‘“.‘.‘

10

2010 2011 2012
* Indicates change Rating/target price changes above reflect Eastern Standard Time

Citigroup Global Markets Inc. or its affiliates beneficially owns 1% or more of any class of common equity securities of NiSource Inc. This position reflects
information available as of the prior business day.
Within the past 12 months, Citigroup Global Markets Inc. or its affiliates has acted as manager or co-manager of an offering of securities of NiSource Inc.
Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from NiSource
Inc.

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from NiSource Inc in
the past 12 months.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): NiSource Inc.
Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment
banking, secuñties-related: NiSource Inc.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, non-securities-related: NiSource Inc.
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Analysts compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its
affiliates (“the Firm”). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking
revenues.

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Research product (“the
Product”), please contact Citi Research, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: Legal/Compliance [E6WYB6412478]. In
addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm’s
disclosure website at https:llwww.citivelocity.comlcvrleppubliclciti_research_disclosures. Valuation and Risk assessments can be found in the text of themost recent research note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request.
Citi Research Ratings Distribution

72 Month Rating Relative Rating
Data current as of 30 Jun 2072 Buy Hold SetI Buy Hold Sell
Citi Research Global Fundamental Coverage 53% 37% 10% 10% 80% 10%

% of companies in each rating category that are investment banking clients 44% 43% 40% 48% 43% 45%
Guide to Citi Research Fundamental Research Investment Ratings:
Citi Research stock recommendations include an investment rating and an optional risk rating to highlight high risk stocks.
Risk rating takes into account both price volatility and fundamental criteria. Stocks will either have no risk rating or a High risk rating assigned.
Investment Ratings: Citi Research investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return(“ETR”) and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months. The
Investment rating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stocks; and Sell (3) for negative ETR. Any covered stock notassigned a Buy or a Sell is a Neutral (2). For stocks rated Neutral (2), if an analyst believes that there are insufficient valuation drivers and/or investment
catalysts to derive a positive or negative investment view, they may elect with the approval of Citi Research management not to assign a target price and,
thus, not derive an ETR. Analysts may place covered stocks “Under Review” in response to exceptional circumstances (e.g. lack of information critical to the
analyst’s thesis) affecting the company and I or trading in the company’s securities (e.g. trading suspension). As soon as practically possible, the analyst willpublish a note re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our
ratings distribution table for our 12-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation.Relative three-month ratings: Citi Research may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (mostpreferred) or under-performance (least preferred) versus the geographic and industry sector over a 3 month period. The relative call may highlight a specificnear-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the. company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in the universe of stocks under consideration,explaining the basis for this short-term view. This three-month view may be different from and does not affect a stock’s fundamental equity rating, which
reflects a longer-term total absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosure wles, most preferred calls correspond to
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call isconsidered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation.
Prior to October 8,2011, the firm’s stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account bothprice volatility and fundamental criteria, were: Low (L), Medium (M), High (H), and Speculative (5). Investment Ratings of Buy, Hold and Sell were a
function of the Citi Research expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. Additionally,analysts could have placed covered stocks “Under Review” in response to exceptional circumstances (e.g. lack of information critical to the analyst’s thesis)
affecting the company and/or trading in the company’s securities (e.g. trading suspension). Stocks placed “Under Review” were monitored daily by
management and as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets
(US, UK, Europe, Japan, and AustralialNew Zealand), investment ratings were:Buy (1) (expected total return of 10% or more for Low-Risk stocks, 15% or
more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-10% for Low-Risk stocks, 0%-15%
for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). For securities in emerging
markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings were:Buy (1) (expected total return of 15% or more for
Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for
Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-
Risk stocks, 10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks).
Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a changein target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject toreview by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made
only after evaluating the stock’s expected performance and risk.
NON•US RESEARCH ANALYST DISCLOSURES
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup GlobalMarkets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below:
Citigroup Global Markets Inc Faisel Khan, CFA; Amit Marwaha

OTHER DISCLOSURES
The subject company’s share price set out on the front page of this Product is quoted as at 09 July 2012 01:03 PM on the issuer’s primary market.
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Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to NiSource Inc. (For an explanation of the determination of
significant financial interest, please refer to the policy for managing conflicts of interest which can be found at www.citiVelocity.com.)
For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers’ financial instruments and
may act as principal in connection with such transactions. The Firm is a regular issuer ofrraded financial instruments linked to securifies that may have been
recommended in the Product. The Firm regularly trades in the securities ofthe issuer(s) discussed in the Product. The Firm may engage in securities
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a pñncipalbasis.

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee itsaccuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm’s research department has received assistance fromthe subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of theauthor as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companiesdiscussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not set a
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Research to provide research coverage ofthe/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. TheProduct is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase
securities mentioned in the Product must take into account existing public information on such security or any registered prospectus.
Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to thereporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net• dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor forexact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc.takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placedonly through Citigroup Global Markets Inc.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. LLC (Morgan Stanley) research reports may be
available about the companies that are the subject of this Citi Research research report. Ask your Financial Advisor or use smithbarney.com to view anyavailable Morgan Stanley research reports in addition to Citi Research research reports.
Important disclosure regarding the relationship between the companies that are the subject of this Citi Research research report and Morgan Stanley SmithBarney LLC and its affiliates are available at the Morgan Stanley Smith Barney disclosure website at
www.morganstanIeysmithbarney.com/researchdiscIosures.
For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and
httpsi/www.citivelocity.com/cvr/eppublic/citi_research_disclosures.
This Citi Research research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was
conducted by the same person who reviewed this research report on behalf of Citi Research. This could create a conflict of interest.
The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employedby. The Product is made available in Australia through Citi Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant ofthe ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product ismade available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88004 325 080 and AFSL 238098). Citigroup PtyLimited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship managers. If there is any
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia. Citigroupcompanies may compensate affiliates and their representatives for providing products and services to clients. The Product is made available in Brazil byCitigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, BACEN - Brazilian Central Bank, APIMEC -Associacao dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associaçao Nacional dos Bancos de Investimento. Av.Paulista, 1111 - 110 andar - CEP. 01311920- São Paulo - SP. lithe Product is being made available in certain provinces of Canada by Citigroup Global
Markets (Canada) Inc. (“CGM Canada), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J2M3. This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by theSuperintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is made available in France by Citigroup Global Markets
Limited, which is authorised and regulated by Financial Services Authority. 1-5 Rue Paul Cezanne, 8ëme, Paris, France. The Product is distributed inGermany by Citigroup Global Markets Deutschland AG (“CGMD”), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD,Reuterweg 16, 60323 Frankfurt am Main. Research which relates to “securities” (as defined in the Securities and Futures Ordinance (Cap. 571 of the Lawsof Hong Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup
Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., HongKong Branch, for its clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. CitibankN.A. is regulated by the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on
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or any matters arising from or in connection with this document. The Product is made available in India by Citigroup Global Markets India Private Limited,
which is regulated by Securities and Exchange Board of India. Bakhtawar, Nariman Point, Mumbai 400-021. The Product is made available in Indonesia
through PT Citigroup Securities Indonesia. 5/F, Citibank Tower, Bapindo Plaza, JI. Jend. Sudirman Kay. 54-55, Jakarta 1 21 90. Neither this Product nor any
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Multi-Utilities (GIGS) I Integrated Natural Gas & Gas UlitiC

NiSource Inc (NI)
EPS Ahead of Expectations; Utica Build-Out Gains More Visibility

I EPS (Ahead) — NI reported adjusted EPS of $0.67 per share (including weather
impact), better than our estimate of $0.61 per share, but lower than consensus of $0.71
per share. Better performance at the pipelines and gas utilities drove the beat.
Management reiterated 2012 EPS guidance of $1.40 to $1.50.

• Pipelines (Ahead) — 1 Q EBIT was stronger than expected ($139 mm vs. $129 mm) on
lower expenses and higher equity earnings (Millennium). Throughput volumes were
down 3% Y-o-Y. Management continues to provide incremental clarity on the size and
scope of the capex potential in the Utica. The company announced they were in
advanced talks with a JV partner in the region that will monetize acreage, including
downstream projects. Financial details are expected in the next few weeks.

• Gas Utilities (Ahead) — EBIT of $212 mm was ahead of our revised expectations of
$205 mm (23% lower HDDs compared to normal & 25% lower HDDs YIY). The beat
was due to lower expenses compared to our estimate. Total volumes, including the
weather impact, were down 11%, but excluding weather were up nearly 4%. Col. Gas
of MA filed a base rate case at the start of Q2 for —$30 mm related to modernization
and infrastructure replacement. Industrial volumes were up Y/Y.

Electric (Below) —Adjusted EBIT was $46 mm, lower than our estimate of $58 mm.
This was due primarily to higher than expected costs at the utility. Total GW hours were
—3% lower than last year.

Neutral 2
Price (01 May 12) US$25.33
Target price US$24.00
Expected share price return -5.3%
Expected dividend yield 3.6%
Expected total return -1.6%
Market Cap US$7,188M

Price Performance
(RIC: NI.N, BB: NI US)

USD

Jun Sep Dec Mar

• Recommendation — We maintain our $24 target price and Neutral rating pending
additional analysis on NI’s additional pipeline expansion projects. NI stock traded
higher today on increased visibility of additional projects in the Marcellus/Utica and
commentary on the potential use of the master limited partnership structure as a
source of future capital.

EPS QI Q2 Q3 Q4 FY FCCons
2011A 0.72A 0.14A 0.12A 0.31A 1.29A 1.35A
2012E O.61E O.18E O.16E D.44E 1.38E 1.44E
Previous 0.612 0.182 0.162 0.442 1.382 na
2013E O.69E O.19E O.16E O.46E 1.51E 1.52E
Previous 0.692 0.192 0.162 0.462 1.512 na
2014E O.71E O.22E O.21E O.48E 1.62E 1.61E
Previous 0.712 0.222 0.212 0482 1.622 na

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

Faisel Khan, CFA
+1-212-816-2825

faisel.khan@citi.com

Amit Marwaha
amit.marwaha@citi.com

See Appendix A-I for Analyst Certification, Important Disclosures and non-US research analyst disclosures.
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. MN: Fiscal year end 31-Dec
Profit & Loss (US$m)

Sales revenue
Cost of sales
Gross profit

Gross Margin (%)
EBITDA

EBITDA Margin (%)
Depreciation

Amortisation
EBIT

EBIT Margin (%)
Net interest
Associates

Non-op/Except
Pretax profit
Tax

Extraord./Min.lnt./Pref.div.
Reported net profit

Net Margin (¾)
Core NPAT

Per share data
Reported EPS ($)
Core EPS ($)
DPS($)

CFPS ($)
FCFPS ($). BVPS($)

Wtd avg ord shares (m)
Wtd avg diluted shares (m)

Growth rates
Sales revenue (¾)
EBIT f%)
Core NPAT (¾)
Core EPS (¾)

Balance Sheet (US$m)
Cash & cash equiv.
Accounts receivables
Inventory

Net fixed & other tangibles
Goodwill & intangibles
Financial & other assets
Total assets

Accounts payable
Short-term debt

Long-term debt

Provisions & other liab
Total liabilities
Shareholders equity
Minority interests
Total equity

Net debt

Net debt to equity (¾)

2013E 2014E Valuation ratios

6337 6,529 PE (x)
-3,062 -3,142 PB (x)
3,275 3,387 EV/EBITDA (x)

51.7 51.9 FCF yield (¾)
1,840 1,972 Dividend yield (¾)

29.0 30.2 Payout ratio (%)
-631 -678 ROE (%)

-54 -54 -54 -54 -54 Cashflow (US$m)
895 948 1,052 1,155 1,240 EBITDA
15.4 15.9 17.2 18.2 19.0 Working capital
-392 -377 -409 -409 -409 Other

15 15 12 32 38 Operating cashflow
4 -7 0 -10 -35 Capex

522 578 656 769 834 Net acq/disposals
-188 -207 -236 -284 -309 Other

3 -2 0 0 0 Investing cashflow
337 370 420 485 526 Dividends paid
5,8 6.2 6.9 7.7 8.1 Financing cashflow
334 371 420 485 526 Netchange in cash

2010 2011 2012E 2013E 2014E Free cashflow to slholders
1.21 1.28 1.38 1.51 1.62
1.19 1.29 1.38 1.51 1.62
0.92 0.92 0.92 0.92 0.92
2.96 3.44 3.01 3.53 3.74
0.09 -0.47 -1.57 -1.05 -0.78

17.58 17.32 18.19 17.83 17.64
278 286 303 321 325
280 288 305 321 325

2010 2011 2012E 2013E 2014E
-7.6 2.6 2.4 3.8 3.0
6.5 5.9 11.0 9.8 7.3

20.6 11.3 13.0 15.7 8.3
19.0 8.1 6.6 9.8 7.0

2010 2011 2012E 20f3E 2014E
212 172 161 161 161

1,178 856 952 1,060 666
428 566 624 216 431

13,156 14,129 14,890 15,091 15,289
3,986 3,975 3,975 3,975 3,975

979 1,010 1,047 888 913
19,939 20,708 21,649 21,391 21,435

582 434 459 328 315
1,417 1,687 1,687 1687 1,687
5,936 6,267 6,594 6,488 6,453
7,081 7,323 7,353 7,159 7,240

15,016 15,711 16,093 15,662 15,695
4,923 4,997 5,557 5,728 5,741

0 0 0 0 0
4,923 4,997 5,557 5,728 5,741
7,141 7,782 8,120 8,015 7,979
145.0 155.7 146.1 139.9 139.0

21.2 19.6 18.4 16.8 15.7
1.4 1.5 1.4 1.4 1.4

11.1 11.5 10.4 9.6 8.9
0.3 -1.8 -6.2 -4.1 -3.1
3.6 3.6 3.6 3.6 3.6
77 71 67 61 57

6.9 7.5 8.0 8.6 9.2

2010 2011 2012E 2013E 2014E
1,491 1,486 1,689 1,840 1,972
-414 -264 -137 -37 -41
-249 -231 -632 -670 -714
828 991 920 1,133 1,216

-804 -1,125 -1,397 -1,471 -1,471
1 0 0 0 0

-140 -24 0 0 0
-943 -1,149 -1,397 -1,471 -1,471
-256 -258 -281 -296 -299
211 281 140 -216 -219

38 73 -338 -553 -474

24 -134 -478 -338 -254

(L da ta Cent ra I

2010 2011 2012E

5,816 5,967 6,107
-2,976 -3,045 -2,962
2840 2,922 3,145

48.8 49.0 51.5
1,491 1,486 1,689

25.6 24.9 27.6
-543 485 -583

Price: US$25.33; TP: US$24.00; Market Cap: US$7,188m; Recomm: Neutral
2010 2011 2012E 2013E 20J4E

. For further data queries on Cdi’s lull coverage universe please contact CIRA Dsta Services Americas at ClRADataSeMcesAmericas@citi.com or +1-212-81 6-5338For definitions of the items in this table, please click hcrv.
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1 May2012 Earnings Comparison Table for Q1120

Figure 1. Actual vs. Estimates

- EPS
Op10r3titoq Income Actual Estimate Variance Impact Reason for Material VarIance
Gas Ostobohov 2120 2052 3% $001 Ware weather, Lower Repenses
Gas Trarsr,sston & Staroge 139$ 1259 8% 5002 Hgher Eiurty earn,ngs & Lower Repenses

462 57.7 -20% ($0 02) Weather. tigher Costs

Corporate/Other 26 “iOi -127% 0003 %A
90tt 3998 3621 5% 5504

EPS
Other Actual Estimate Variance Impact Reason for Variance
InterestEopensa (1023) (1022i 0% $000 %‘A
mfectveTaxRate 36% 360% -1% 00.00 NW
Share Count 293.1 291 6 1% (5050) NW

Q1!11 VarIance Variance
GasSalesfBcl) Actual Actuate (Total) (%) ReasonforVarIance
ReSidential 1029 134 5 -23%
C000mrc’a( 6l,2 776 (16) -21%
krdastria) 131.3 1189 12 10%
Vdtotesate 135 17.5 (4) -23%
Other 01 03 1% -67%
Total 309.0 3458 (40 -11%

Variance Variance
Electric Sales(Gwh) Actual Estimate (Total) (%) ReasontorVarlance
Res,dentia( 781,2 9901 (79) -9%
Con,nercial 907,8 929,5 (22) -2%
frrdustrtat 2,385.0 2,454.6 (70) -3%
hMratosa(e 19 1 67.1 (49’ -72%
Other 325 445 12, -27%

Source: Citi Investment Research and Analysis

Figure 2. NiSource Project Pipeline

NGT&S Growth Projects
Project Description CapEs In-

Service

Ceerptltld (2002)

I 14,eW801flleOw MaclIOn: Aaaevn4Cawcesow— 61441 20201?
5,20441, 10040441 u4uLeacrl XV V
(.1110 DVtOayt

2 5,50arrntiPrdna Ucceuw: PInI,o,w200000essor 51444 202012
‘ 5

WIYVIS0444, P41.150K DvtOay(

3 ROncIsbIra 441,0044,: Un. E,p*o,00-14410 Cr0141 566 20201? : - ,,.-

EOanSicr PAt.t50000ar)
‘

0 Eons Ito

4 515 Gahang 0$ 7510, 400 1,0141 550 40,
565001,1 *04040440.10,4 $a0.0a44*Oi40$ - 201? ‘“ 2wflIenPGI-32OMMCOOa.0

5 44414100, Usr04Iae MaCOW Compressor - $4141 40201?
05*05*, 50201,1,000 RUnS,, t”12447 DIV-Ow’) UI - -$4451)

S 017CC 70*07440 016 t,0101440v: PR’, to $4700, $354 414 201$
011M$000c000 5,04,0 010000 PeeRs 44*1.3% MW

P1011 .21000100010 -

7 CU, 4104 ExOUtsOn Ma,cxltus: 1,1116500410,05049015 Scull, 622044 402014
I301itCoOslMa,heSfr 5000011)0074

In Devetopm.nUNnetiaIscns

3 001*414,4,, JO 1004: PoIerOO.NDIO04OloZl4400,al, mc
P0,0w, 0,0 41,040.45 1044500,1,1—
3.002*0 SObereR 01001.154404
RCCU 440

9 EeIlShlo 1004,00,, 444440*’ 10161,0144111,8112002010 000
SIc1,1504470411c140 41001,3
1, 500 K 001 Dl II

In Evaluation

10 014,5013” 0410,1)1,2 UnIt.: 30 MIII, Vt OcIV000 400200 ToO
101000,4410 McI Day UI PnUCe,,4,o-Ea,OxO OH

Projeornd

Source: Citi Investment Research and Analysis, Company reports
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NiSource Inc

Company description

NiSource Inc (NI) is, primarily, a regulated utility with an integrated network of gas
distribution, transportation, and storage assets in the Northeast, Mid-Atlantic, and
Midwest. NiSource also operates an electric utility in Northern Indiana.

The company operates four business units, including Gas Distribution, which
delivers natural gas in several states; Gas Transmission and Storage Operations,
which provide interstate natural gas transmission and storage services from the Gulf
of Mexico to the Northeast; Electric Operations, which consist of NiSource’s
regulated electric utility, Northern Indiana Public Service Company (NIPSCo); and
Other Operations, which include energy-related services and a co-generation
facility.

Investment strategy

We rate the shares of NiSource (NI) Neutral (2). NI provides long-term earnings
power of $1.40 per share, including growth from expected rate increases at
NiSources utilities. Our estimates do not include substantial industrial load growth
at the utility or the potential for a build out of NI’s pipeline and storage assets, which
have a favorable footprint in the Marcellus Shale.

Valuation

We average multiple valuation methodologies to derive our $24 target. Our NAV
yields a value of $25. We value regulated assets at a multiple of rate base. These
values are partially offset by the company’s net debt. Our DDM, which incorporates
our rate base growth assumptions, values the company at $24. Our P/E and
EV/EBITDA multiples (2013 estimates) are based on our proprietary analyses,
which utilize current equity risk premiums, current betas and projected risk-free
yields. For our P/E analysis, we use multiples of 14.5x and 14.5x for the company’s
utility and pipeline assets. For our EV/EBITDA analysis, we use multiples of 7.5x
and 8.Ox for the company’s utility and pipeline assets. Our P/E and EV/EBITDA
analyses yield values of $24 and $23.

Risks

The key risks to our investment thesis are (1) Rate Cases — We estimate the
company will receive rate relief at several of its utilities. Under- or over-estimation of
relief could materially impact our estimates (2) Weather — Changes in weather
impact the stability of earnings (3) Capital Investment Recovery — NI spends a
substantial amount of capital to maintain and expand its distribution system. NI
depends on rate increases from public utility commission to earn a fair return on this
expansion. In addition, tariffs on the pipeline system are regulated by the FERC (4)
Pipeline Capacity Contracts — The risk of re-contracting pipeline capacity at lower
rates, upon contract expiration, could have a material impact on earnings (5) Uplift
from an MLP — Currently, we do not include any uplift from NiSource pursuing an
MLP strategy. However, significant upside may exist if the Company is able to
successfully implement this strategy.

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause the stock price to materially under/outperform our target.

.
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Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, non-securities-related: NiSource Inc.

Analysts’ compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its
affiliates (“the Firm”). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking
revenues.

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Investment Research & Analysis
product (“the Product”), please contact Citi Investment Research & Analysis, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention:
Legal/Compliance [E6WYB641 2478]. In addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical
disclosures, are contained on the Firm’s disclosure website at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures. Valuation and Risk
assessments can be found in the text of the most recent research note/report regarding the subject company. Historical disclosures (for up to the past three
years) will be provided upon request.
Citi Investment Research & Analysis Ratings Distribution

12 Month Rating Relative Rating
Data current as of3l Mar 2012 Buy Hold Sell Buy Hold Sell
Citi Investment Research & Analysis Global Fundamental Coverage 52% 37% 11% 10% 79% 10%

% of companies in each rating category that are investment banking clients 44% 42% 40% 47% 42% 43%
Guide to Citi Investment Research & Analysis (CIRA) Fundamental Research Investment Ratings:
CIRA’s stock recommendations include an investment rating and an optional risk rating to highlight high risk stocks.
Risk rating takes into account both price volatility and fundamental criteria. Stocks will either have no risk rating or a High risk rating assigned.
Investment Ratings: CIRA’s investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return (“ETR”)
and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months. The Investmentrating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stocks; and Sell (3) for negative ETR. Any covered stock not assigned a Buy
or a Sell is a Neutral (2). For stocks rated Neutral (2), if an analyst believes that there are insufficient valuation drivers and/or investment catalysts to derive apositive or negative investment view, they may elect with the approval of CIRA management not to assign a target price and, thus, not derive an ETR.
Analysts may place covered stocks “Under Review” in response to exceptional circumstances (e.g. lack of information critical to the analyst’s thesis)
affecting the company and / or trading in the company’s secuñties (e.g. trading suspension). As soon as practically possible, the analyst will publish a note
re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our ratings
distribution table for our 12-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation.
Relative three-month ratings: CIRA may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most
preferred) or under-performance (least preferred) versus the geographic and industry sector over a 3 month period. The relative call may highlight a specific
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the
company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in the universe of stocks under consideration,
explaining the basis for this short-term view. This three-month view may be different from and does not affect a stock’s fundamental equity rating, which
reflects a longer-term total absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosure rules, most preferred calls correspond to
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is
considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation.
Prior to October 8, 2011, the firm’s stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account both
price volatility and fundamental criteria, were: Low (L), Medium (M), High (H), and Speculative (5). Investment Ratings of Buy, Hold and Sell were a
function of CIRA’s expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. Additionally, analysts
could have placed covered stocks “Under Review” in response to exceptional circumstances (e.g. lack of information critical to the analyst’s thesis) affecting
the company and/or trading in the company’s securities (e.g. trading suspension). Stocks placed “Under Review” were monitored daily by management and
as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets (US, UK, Europe,Japan, and Australia/New Zealand), investment ratings were:Buy (1) (expected total return of 10% or more for Low-Risk stocks, 15% or more for Medium-
Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-i0% for Low-Risk stocks, 0%-15% for Medium-Riskstocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). For securities in emerging markets (AsiaPacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings were:Buy (1) (expected total return of 15% or more for Low-Risk stocks,
20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-i 5% for Low-Risk stocks,
10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-Risk stocks, 10%
or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks).
Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price
movements and/or other short-term volatility or trading patterns. Such inteñm deviations from specified ranges will be permitted but will become subject to
review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made
only after evaluating the stock’s expected performance and risk.
NON-US RESEARCH ANALYST DISCLOSURES. Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, publicappearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below:
Citigroup Global Markets Inc Faisel Khan, CFA; Amit Marwaha
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. OTHER DISCLOSURES
The subject companys share price set out on the front page of this Product is quoted as at 01 May 2012 04:00 PM on the issuer’s primary market.
Citigroup Global Markets Inc. and/or its affiliates has a significantfinancial interest in relation to NiSource Inc. (For an explanation ofthe determination of
significant financial interest, please refer to the policy for managing conificts of interest which can be found at www.citiVelocity.com.)
For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers’ financial instruments and
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities
transactions in a manner inconsistent with the Product and, with respect to secuties covered by the Product, will buy or sell from customers on a principal
basis.

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm’s research department has received assistance from
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Phces and
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Investment Research & Analysis
(CIRA) does not set a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of CIRA to provide research
coverage of the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity
constraints. The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision
to purchase securities mentioned in the Product must take into account existing public information on such security or any registered prospectus.
Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign

• companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of
some foreign companies may be less liquid and their pñces more volatile than securities of comparable U.S. companies. In addition, exchange rate
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc.
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed
only through Citigroup Global Markets Inc.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. LLC (Morgan Stanley) research reports may be
available about the companies that are the subject of this Citi Investment Research & Analysis (CIRA) research report. Ask your Financial Advisor or use
smithbarney.com to view any available Morgan Stanley research reports in addition to CIRA research reports.
Important disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Barney
LLC and its affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures.
For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and
hftps:llwww.citivelocity.com/cvr/eppublic/citi_research_disclosures.
This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by
the same person who reviewed this research report on behalf of CIRA. This could create a conflict of interest.
The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed
by. The Product is made available in Australia through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 632 and AFSL No. 240992), participant
of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product
is made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty
Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship managers. If there is any
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia. Citigroup
companies may compensate affiliates and their representatives for providing products and services to clients. The Product is made available in Brazil by
Citigroup Global Markets Brash - CCTVM SA, which is regulated by CVM - Comissao de Valores Mobiliários, BACEN - Brazilian Central Bank, APIMEC -

Associacao dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associaçao Nacional dos Bancos de Investimento. Av.
Paulista, 1111 -11° andar- CEP. 01311920- São Paulo - SP. If the Product is being made available in certain provinces of Canada by Citigroup Global
Markets (Canada) Inc. (“CGM Canada”), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontaho M5J
2M3. This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the
Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is made available in France by Citigroup Global Markets
Limited, which is authorised and regulated by Financial Services Authority. 1-5 Rue Paul Cezanne, 8ëme, Paris, France. The Product is distributed in
Germany by Citigroup Global Markets Deutschland AG (“CGMD”), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD,
Reuterweg 16, 60323 Frankfurt am Main. Research which relates to “secuhties” (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws
of Hong Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup
Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, NA., Hong
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Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank NA., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank
NA. is regulated by the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank NA., Hong Kong, Branch if you have any queries on
or any matters arising from or in connection with this document. The Product is made available in India by Citigroup Global Markets India Private Limited,
which is regulated by Securities and Exchange Board of India. Bakhtawar, Nariman Point, Mumbai 400-021 . The Product is made available in Indonesia
through PT Citigroup Securities Indonesia. 5/F, Citibank Tower, Bapindo Plaza, JI. Jend. Sudirman Kay. 54-55, Jakarta 12190. Neither this Product nor any
copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been
registered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations,
and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which
consifiute an offer within the meaning of the Indonesian capital market laws and regulations. The Product is made available in Israel through Citibank NA,
regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, NA, Platinum Building, 21 Ha’arba’ah St, Tel Aviv, Israel. The Product is made
available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial SeMcesAuthority. Via dei Mercanti, 12, Milan, 20121,
Italy. The Product is made available in Japan by Citigroup Global Markets Japan Inc. (CGMJ”), which is regulated by Financial Services Agency, Securities
and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. Shin-Marunouchi
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under
license. In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm’s Citi Velocity website. If you have
questions regarding Citi Velocity, please call (81 3)6270-3019 for help. The Product is made available in Korea by Citigroup Global Markets Korea
Securities Ltd., which is regulated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association
(KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 110-1 80, Korea. KOFIA makes available registration information of research analysts on its
website. Please visit the following website if you wish to find KOFIA registration information on research analysts of Citigroup Global Markets Korea
Securities Ltd. http://dis.kofia.or.kr/fsfdIs2ffundMgr/DiSFundMgrAnaIystPop.sp?cornanyCd2=A03030&ageDivz02. The Product is made available in
Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No. 460819-D) (“CGMM”) to its clients and CGMM takes responsibility for its contents.
CGMM is regulated by the Securities Commission of Malaysia. Please contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang, 50450 Kuala
Lumpur, Malaysia in respect of any mailers arising from, or in connection with, the Product. The Product is made available in Mexico by Acciones y Valores
Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero Banamex (“Accival”) which is a wholly owned subsidiary of Citigroup Inc. and is
regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Cot. Juarez, 06600 Mexico, D.F. In New Zealand the Product is made available to
wholesale clients’ only as defined by s5C(1) of the Financial Advisers Act 2008 (‘FM’) through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114
832 and AFSL No. 240992), an overseas financial adviser as defined by the FM, participant of the ASX Group and regulated by the Australian Securities &
Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product is made available in Pakistan by Citibank N.A. Pakistan. branch, which is regulated by the State Bank of Pakistan and Securities Exchange Commission, Pakistan. AWl Plaza, 1.1. Chundrigar Road, P.O. Box
4889, Karachi-74200. The Product is made available in the Philippines through Citicorp Financial Services and Insurance Brokerage Philippines, Inc.,
which is regulated by the Philippines Securities and Exchange Commission. 20th Floor Citibank Square Bldg. The Product is made available in the
Philippines through Citibank NA Philippines branch, Citibank Tower, 8741 Paseo De Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated by
The Bangko Sentral ng Pilipinas. The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc.,
which is regulated by Komisja Nadzoru Finansowego. Dom Maklerski Banku Handlowego S.A. uI.Senatorska 16, 00-923 Warszawa. The Product is made
available in the Russian Federation through ZAO Citibank, which is licensed to carry out banking acvities in the Russian Federation in accordance with the
general banking license issued by the Central Bank of the Russian Federation and brokerage activities in accordance with the license issued by the Federal
Service for Financial Markets. Neither the Product nor any information contained in the Product shall be considered as advertising the securities mentioned
in this report within the territory of the Russian Federation or outside the Russian Federation. The Product does not constitute an appraisal within the
meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 1 35-FZ (as amended) On Appraisal Activities in the Russian Federation. 8-10
Gasheka Street, 125047 Moscow. The Product is made available in Singapore through Citigroup Global Markets Singapore Pte. Ltd. (“CGMSPL”), a capital
markets services license holder, and regulated by Monetary Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21St Floor Asia Square
Tower 1, Singapore 018960, in respect of any mailers arising from, or in connection with, the analysis of this document. This report is intended for recipients
who are accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289). The Product is made available by The
Citigroup Private Bank in Singapore through Citibank, NA., Singapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority of
Singapore. Please contact your Private Banker in Citibank N.A., Singapore Branch if you have any queries on or any mailers arising from or in connection
with this document. This report is intended for recipients who are accredited, expert and institutional investors as defined under the Securities and Futures
Act (Cap. 289). This report is distributed in Singapore by Citibank Singapore Ltd (“CSL”) to selected Citigold/Citigold Private Clients. CSL provides no
independent research or analysis of the substance or in preparation of this report. Please contact your Citigold//Citigold Private Client Relationship Manager
in CSL if you have any queries on or any mailers arising from or in connection with this report. This report is intended for recipients who are accredited
investors as defined under the Securities and Futures Act (Cap. 289). Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa
(company registration number 2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets fPty)
Ltd. is regulated by JSE Securities Exchange South Africa, South African Reserve Bank and the Financial Services Board. The investments and services
contained herein are not available to private customers in South Africa. The Product is made available in Spain by Citigroup Global Markets Limited, which
is authorised and regulated by Financial Services Authority. 29 Jose Ortega Y Gassef, 4th Floor, Madrid, 28006, Spain. The Product is made available in
the Republic of China through Citigroup Global Markets Taiwan Securities Company Ltd. (“CGMTS”), 14 and 1 5F, No. 1, Songzhi Road, Taipei 110, Taiwan
and/or through Citibank Securies (Taiwan) Company Limited (“CSTL”), 14 and 1 5F, No. 1, Songzhi Road, Taipei 110, Taiwan, subject to the respective
license scope of each entity and the applicable laws and regulations in the Republic of China. CGMTS and CSTL are both regulated by the Securities and

• Futures Bureau of the Financial Supervisory Commission of Taiwan, the Republic of China. No portion of the Product may be reproduced or quoted in the
Republic of China by the press or any third parties [without the written authorization of CGMTS and CSTLJ. If the Product covers securities which are not
allowed to be offered or traded in the Republic of China, neither the Product nor any information contained in the Product shall be considered as advertising
the securities or making recommendation of the securities in the Republic of China. The Product is for informational purposes only and is not intended as an
offer or solicitation for the purchase or sale of a security or financial products. Any decision to purchase securities or financial products mentioned in the
Product must take into account existing public information on such security or the financial products or any registered prospectus. The Product is made
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available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Secuties and Exchange Commission oflhailand. 18/F, 22/F and
29/F, 82 North Sathorn Road, Shorn, Bangrak, Bangkok 10500, Thailand. The Product is made available in Turkey through CitibankAS which is regulated
by Capital Markets Board. Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey. In the U.A.E, these materials (the
“Materials”) are communicated by Citigroup Global Markets Limited, DIFC branch (“CGML”), an entity registered in the Dubal International Financial Center
(“DIFC”) and licensed and regulated by the Dubai Financial Services Authority (“DFSA”) to Professional Clients and Market Coumerparties only and should
not be relied upon or distributed to Retail Clients. A distribution of the different CIRA ratings distribution, in percentage terms for Investments in each sector
covered is made available on request. Financial products and/or services to which the Materials relate will only be made available to Professional Clients
and Market Counterparties. The Product is made available in United Kingdom by Citigroup Global Markets Limited, which is authotised and regulated by
Financial Services Authority. This material may relate to investments or services of a person outside of the UK or to other matters which are not regulated by
the FSA and further details as to where this may be the case are available upon request in respect of this material. Citigroup Centre, Canada Square,
Canary Wharf, London, E14 5LB. The Product is made available in United States by Citigroup Global Markets mc, which is a member of FINRA and
registered with the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013. Unless specified to the contrary, within EU
Member States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority.
Pursuant to Comissão de Valores Mobiliãrios Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a
commercial relationship with the subject company.
Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of
publication or distribution of investment research. The policy applicable to CIRA’s Products can be found at
hftps://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.
Compensation of equity research analysts is determined by equity research management and Citigroup’s senior management and is not linked to specific
transactions or recommendations.
The Product may have been distributed simultaneously, in multiple formats, to the Firm’s worldwide institutional and retail customers. The Product is not to
be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price andlor value and investors may get
back less than originally invested, Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount
invested. Certain investments contained in the Product may have tax implications for pvate customers whereby levels and basis of taxation may be subject
to change. If in doubt, investors should seek advice from a tax adviser. The Product does not purport to identify the nature of the specific market or other
risks associated with a particular transaction. Advice in the Product is general and should not be construed as personal advice given it has been prepared
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice,
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the
client’s responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product.
With the exception of our product that is made available only to Qualified Institutional Buyers (QIBs), CIRA concurrently disseminates its research via
proprietary and non-proprietary electronic distbution platforms. Periodically, individual CIRA analysts may also opt to circulate research posted on such
platforms to one or more clients by email. Such email distribution is discretionary and is done only after the research has been disseminated via the
aforementioned distribution channels. CIRA simultaneously distributes product that is limited to QIBs only through email distribution.
The level and types of services provided by CIRA analysts to clients may vary depending on various factors such as the client’s individual preferences as to
the frequency and manner of receiving communications from analysts, the client’s risk profile and investment focus and perspective (e.g. market-wide, sector
specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints.
CIRA product may source data from dataCentral. dataCentral is a CIRA proprietary database, which includes Citi estimates, data from company reports and
feeds from Reuters and Datastream.

© 2012 Citigroup Global Markets Inc. Citi Investment Research & Analysis is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are
trademarks and service marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use,
duplication, redistribution or disclosure of this report (the “Product”), including, but not limited to, redistribution of the Product by electronic mail, posting of
the Product on a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will result in prosecution. The information
contained in the Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. Where included in this
report, MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this
information and any other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices.
This information is provided on an “as is basis. The user assumes the entire ñsk of any use made of this information. MSCI, its affiliates and any third party
involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness,
merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of
its affiliates or any third party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan
Stanley Capital International and the MSCI indexes are services marks of MSCI and its affiliates. The Firm accepts no liability whatsoever for the actions of
third parties. The Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the Product refers to website
material of the Firm, the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website mateñal of the Firm, the
Firm takes no responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or
hyperlink (including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the
linked site does not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall
be at your own risk and the Firm shall have no liability arising out of, or in connection with, any such referenced website.
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Integrated Natural Gas & Gas Utilities (Citi)
North America United States

NiSource Inc (NI)
EPS Beat; All Segments Demonstrating Growth

I Company Update

• EPS (Ahead) — NI reported adjusted EPS of $0.24 (including weather), above our
estimate of $0.20 and consensus of $0.17. Operating results were strong across all
segments, as infrastructure spending and the up-lift from rate cases continue to roll-
out across the segments.

• Pipelines (Below) — 2Q EBIT was lower than we expected ($92 mm vs. $104 mm)
on higher O&M. Revenues grinded higher on new growth projects. Equity earnings
(Millennium) were up nearly 4X over last year on strong demand. NI is in advance
stages of negotiation with its customers to potentially roll out a $4BN pipeline
replacement and modernization program over the next 10 years. We estimate rate
base could grow 7% per annum at CGT. Over the long-run, the program could
improve reliability and lower operating costs, which would represent an offset to an
increase in rates.

• Gas Utility (Ahead) — EBIT was $55 mm, ahead of our $52 mm estimate on lower
expenses. Results were buoyed by new rates related to infrastructure replacement
programs (Col. Gas of OH) and a rate case (Col. Gas of PA). Distribution volumes
were up —5% over last year as a result of stronger industrial volumes.

Electric (Ahead) — EBIT was $60 mm vs. our estimate of $48 mm. Cooling degree
days were 64% above normal and expenses were lower driving the beat. Excluding
weather, net revenues were up over last year, on the implementation of new rates
and lower revenue credits to industrial customers.

Neutral 2
Price (30 Jul 12) US$25.63
Target price US$26.00
Expected share price return 1 .4%
Expected dividend yield 3.7%
Expected total return 5.2%
Market Cap US$7,281M

Price Performance
(RIC: NIN, BB: NI US)

U$D
25
24

Sep Dec Mar Jun

• Recommendation — We maintain our Neutral rating and $26 target price. We
estimate NI could spend over $1BN+ per annum in growth capital within all its
operating segments through to least 2016. If this growth continued beyond 2016,
our valuation could prove to be conservative. NI will hold an analyst meeting in New
York on September 12th to outline its capital spending plans.

See Appendix Al for Analyst Certification, Important Disclosures and nonUS research anatyst disclosures.
CTh Research is a division of Citigroup Global Markets Inc. (the “Firm”), which does and seeks to do business with companies covered in its research reports. As aresult, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as onlya single factor in making their investment decision.

EPS QI Q2 Q3 Q4 FY FCCons
2011A 0.72A 0.14A 0.12A 0.31A 1.29A 1.35A
2012E O.66A O.20E O.15E O,41E 1.41E 1.45E

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

Amit Marwaha
amit.marwaha@citi.com

Previous 0.66A 0.20E 0.15E 0.41E 1.41E na

2013E O.71E O.22E O.18E O.46E 1.56E 1.54E
Previous 0.71E O.22E 0.18E 0.46E 1.56E na

2014E O.72E O.25E O.22E O.52E 1.71E 1.64E

Previous 0.72E 0.25E 0.22E 0.52E 1.71E na

Source: company Reports and dataCentral, Citi Research. FC cone: First call Consensus,
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• Nl.N: Fiscal year end 31-Dec
Profit & Loss (US$m)

Sales revenue
Cost of sales
Gross profit

Gross Margin (%)
EBITDA (Adj)

EBITOA Margin (Ad]) (¾)
Depreciafion

Amortisation
EBIT (Adj)

EBIT Margin (Adj) (¾)
Net interest
Associates

Non-op/Except
Pre-tax profit

Extraord./Min.lnt./Pref.div.
Reported net profit

Net Margin (¾)
Core NPAT

Per share data

Reported EPS ($)
Core EPS ($)
DPS($)

CFPS($)
FCFPS($). BVPS ($)
Wtd avg ord shares (m)
Wtd avg diluted shares (m)

Growth rates
Sales revenue (%)
EBIT (Ad]) (%)
Core NPAT (%)
Core EPS (¾)

Balance Sheet (US$m)
Cash & cash equiv.
Accounts receivables
Inventory

Net fixed & other tangibles
Goodwill & intangibles
Financial & other assets
Total assets

Accounts payable

Short-term debt

Long-term debt

Provisions & other jab
Total liabilities

Shareholders equity
Minority interests
Total equity

Net debt

Net debt to equity (¾)

2010 2011 2012E 2013E 2014E Valuation ratios
5,816 5,967 5,771 6,432 6,678 PE (x)

-2,976 -3,045 -2,809 -3,068 -3,155 P8(x)
2,840 2,922 2,962 3,364 3,523 EV/EBITDA (x)
48.8 49.0 51.3 52.3 52.8 FCF yield (%)

1,491 1,486 1,720 1,949 2,142 Dividend yield (¾)
25.6 24.9 29.8 30.3 32.1 Payout raflo (¾)
-543 -485 -594 -672 -737 ROE (¾)

-54 -54 -54 -54 -54 Cashflow (US$m)
895 948 1,073 1,223 1,351 EBITDA
15,4 15.9 18.6 19.0 20.2 Working capital
-392 -377 -420 -427 -427 Other

15 15 16 14 15 Operating cashflow
4 -7 0 -14 -52 Capex

522 578 669 795 887 Net acq/disposals
-188 -207 -237 -291 -328 Other

3 -2 0 0 0 Investing cashflow
337 370 432 504 559 Dividends paid
5.8 6.2 7.5 7.8 8.4 Financing cashflow

334 371 432 504 559 Netchangeincash
2010 2011 2012E 2013E 2014E Free cashflow to s/holders
1.21 1.28 1.41 1.56 1.71
1.19 1.29 1.41 1.56 1.71
0.92 0.92 0.92 0.94 0.95
2.96 3.44 3.15 3.60 3.90
0.09 -0.47 -1.32 -1.64 -1.83

17.58 17.32 17.97 17.62 17.45
278 286 305 323 327
280 288 307 323 327

2010 2011 2012E 2013E 2014E
-7.6 2.6 -3.3 11.5 3.8
6.5 5.9 13.2 14.0 10.5

20.6 11.3 16.4 16.6 10.8
19.0 8.1 9.4 10.8 9.4

2010 2011 2012E 2013E 2014E
212 172 150 150 150

1,178 856 953 942 681
428 566 657 433 472

13,156 14,129 14,719 14,941 15,175
3,986 3,975 3,972 3,972 3,972

979 1,010 1,068 1,161 939
19,939 20,708 21,519 21,599 21,389

582 434 459 475 314
1,417 1,687 2,015 2,015 2,015
5,936 6,267 6,192 6,200 6,137
7,081 7,323 7,336 7,220 7,221

15,016 15,711 16,003 15,911 15,686
4,923 4,997 5,517 5,688 5,703

0 0 0 0 0
4,923 4,997 5,517 5,688 5,703
7,141 7,782 8,058 8,065 8,002
145.0 155.7 146.1 141.8 140.3

2010 2011 2012E 2013E 2014E
21.5 19.9 18.2 16.4 15.0

1.5 1.5 1.4 1.5 1.5
11.1 11.5 10.2 9.1 8.2
0.3 -1.8 -5.2 -6.4 -7.1
3.6 3.6 3.6 3.7 3.7
77 71 65 60 55

6.9 7.5 8.2 9.0 9.8
2010 2011 2012E 2013E 2014E
1,491 1,486 1,720 1,949 2,142
-414 -264 -247 -67 -76
-249 -231 -508 -718 -792
828 991 965 1,163 1,274

-804 -1,125 -1,371 -1,691 -1,871
1 0 2 0 0

-140 -24 -4 0 0
-943 -1,149 -1,373 -1,691 -1,871
-255 -258 -280 -304 -310
211 281 39 -224 -230

38 73 -369 -752 -827
24 -134 -405 -528 -597

Price: US$25.63; TP: US$26.00; Market Cap: US$7,281m; Recomm: Neutral

Tax

. For further data queries on Citi’s tall coverage universe please contact Cdi Research Data Services at CitiRsch.DataServices.Globat@tLcomFor definitions of the items in this table, please ctick herv.
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Q2112 Quarterly Results Comparison

Figure 1. Actual vs. Estimates

El’S
Oprrratittq titcooto Actual Estimate Variance Impact Reason for Material Variance
Gas Ostribution 546 523 4% 0000 Lower expenses, rate cases, induntrial uolun’os
Gas Trarrsrussiurr & Storage 91.6 1043 -12% (50 03) (‘her costs, Strong Mlennnun,resufts
Gectro 598 48 1 24% $003 Weather, Rate cases
Garporate/Other )rS/ -60% $007 N!A
500 2621 1951

El’s
Othpr Actual Estimate Variance Impact Reason for Variance
lorerest Eaponse

‘ 2 ‘ 0% 0000 Refeaecng
Glectce Tax Rate 35% 368% -4% 5001 N/A
Share Count 295 5 2936 1% ($0 60) PEA

Q2111 Variance Variance
GasSo(es)Gcfl Actual Actuals (Total) (¾) ReasonforVarlance
Re60entis/ 28 3 336 (9) -16%
Carrerercial 252 26.7 (2) -6%
ErdustrW 1141 1505 73 13% Steong9sdussetdermnd
Vdlotesate 17.2 204 (3) -16%
Other 01 02 (0/ -50%
Tatal Sates 184.9 181.7 3.2 -2%

Q2111 Variance Variance
Gas Transmi50ion (MMDm) Actual Actuals (Tolal) CX) Reason for Variance
Coturrti(a Tranunission 2104 2049 6 3%
Catarn&Gut 2364 2631 /27) -/0%
Crossroads Gas F,ehne 4.1 56 (2) -27%
Tatal Salea 450.9 473.6 (23) .5% Cyc6uat drge-oft in volunes at Cd Gut

Variance Variance
Electric Sa Ins (Gwh) Actual Estimate (Total) (¾) Reason for Variance
Resuentiat 861.2 7883 73 9%
corr,rercd 975.4 951.3 25 3%
krdustrtal 2,3320 2337.3 /9) 8%
V%xlesaia 56.0 2002 144/ -72%
Other 259 2002 (174) -87%
Tatal Sales 4,257.5 4,477.4 (225) .5% Warrren than noneetweather

Source: Citi Research, Company data
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NiSource Inc

Company description

NiSource Inc (NI) is, primarily, a regulated utility with an integrated network of gas
distribution, transportation, and storage assets in the Northeast, Mid-Atlantic, and
Midwest. NiSource also operates an electric utility in Northern Indiana.

The company operates four business units, including Gas Distribution, which
delivers natural gas in several states; Gas Transmission and Storage Operations,
which provide interstate natural gas transmission and storage services from the Gulf
of Mexico to the Northeast; Electric Operations, which consist of NiSource’s
regulated electric utility, Northern Indiana Public Service Company (NIPSCo); and
Other Operations, which include energy-related services and a co-generation
facility.

Investment strategy

We rate the shares of NiSource (NI) Neutral (2). NI provides long-term earnings
power of $1.50 per share, including growth from expected rate increases at
NiSource’s utilities. Our estimates do not include substantial industrial load growth
at the utility or the potential for a build out of NI’s pipeline and storage assets, which
have a favorable footprint in the Marcellus Shale.

Valuation

We average multiple valuation methodologies to derive our $26 target. Our NAV
yields a value of $27. We value regulated assets at a multiple of rate base. These
values are partially offset by the company’s net debt. Our DDM, which incorporates
our rate base growth assumptions, values the company at $25. Our P/E and
EV/EBITDA multiples (2013 estimates) are based on our proprietary analyses,
which utilize current equity risk premiums, current betas and projected risk-free
yields. For our P/E analysis, we use multiples of 16x and 16x for the company’s
utility and pipeline assets. For our EV/EBITDA analysis, we use multiples of 8x and
8x for the company’s utility and pipeline assets. Our P/E and EV/EBITDA analyses
yield values of $27 and $26.

Risks

The key risks to our investment thesis are (1) Rate Cases — We estimate the
company will receive rate relief at several of its utilities. Under- or over-estimation of
relief could materially impact our estimates (2) Weather — Changes in weather
impact the stability of earnings (3) Capital Investment Recovery — NI spends a
substantial amount of capital to maintain and expand its distribution system. NI
depends on rate increases from public utility commission to earn a fair return on this
expansion. In addition, tariffs on the pipeline system are regulated by the FERC (4)
Pipeline Capacity Contracts — The risk of re-contracting pipeline capacity at lower
rates, upon contract expiration, could have a material impact on earnings (5) Uplift
from an MLP — Currently, we do not include any uplift from NiSource pursuing an
MLP strategy. However, significant upside may exist if the Company is able to
successfully implement this strategy.

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause the stock price to materially under/outperform our target.
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Appendix A-I
Analyst Certification

The research analyst(s) primarily responsible for the preparation and content of this research report are named in bold text in the author block at
the front of the product except for those sections where an analyst’s name appears in bold alongside content which is attributable to that analyst.
Each of these analyst(s) certify, with respect to the section(s) of the report for which they are responsible, that the views expressed therein
accurately reflect their personal views about each issuer and security referenced and were prepared in an independent manner, including with
respect to Citigroup Global Markets Inc and its affiliates. No part of the research analyst’s compensation was, is, or will be, directly or indirectly,
related to the specific recommendation(s) or view(s) expressed by that research analyst in this report.

IMPORTANT DISCLOSURES

NiSource Inc (NI) Covered
Not covered

Ratings and Target Price History
Fundamental Research 25

Analyst: Faisel Khan, CFA

20

15

IC
AS ON 0 J FM AM J JASON Dl

2010 2011

Date Rating Target Price Closing Price Date Rating Target Price Datej 27-Oct-09 iN ‘15.00 13,47 1-Nov-10 2M ‘18.00 8-Oct-il
21-Jan-10 ‘2M *16.00 14.87 31-Jan-li 2M *2000 1-Nov-li
27-Apr-10 2M ‘16,50 16.27 2-May-li 2M ‘21.00 23-Apr-12

j 5-May-10 2M *17.00 16.20 8-Oct-li Stock rating system changed 25-Jul-12

* Indicates change Rating/target price changes above reflect Eastern Standard lime

NiSource Inc (NI) Covered
Not covered

Ratings and Target Price History
Best Ideas Research 25

Relative Call (3 Month)
Analyst: Faisel Khan, CPA

20 ,, .“:“

15
,‘•

Sg .

10
A SON 0 J FM A Ml JASON D I FM AM J JASON 0 J FM AM

2010 2011 2012
Indicates change Rating/target price changes above reflect Eastern Standard lime

Within the past 12 months, Citigroup Global Markets Inc. ot its affiliates has acted as manager or co-manager of an offering of securities of NiSource Inc.
Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from NiSource
Inc.

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from NiSource Inc in
the past 12 months.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): NiSource Inc.
Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, securities-related: NiSource Inc.

FM AM] I AS

Closing Price
17.17

18.62

19.52

Rating
‘2
2

Target Price
21.00

‘22.00
2400

‘26.00

Closing Price
21.55
21.32
24.30
25.12

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, non-securities-related: NiSource Inc.
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Analysts’ compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its
affiliates (“the Firm”). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking
revenues.

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Research product (“the
Product”), please contact Citi Research, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: Legal/Compliance [E6WYB6412478]. In
addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm’s
disclosure website at https:l/www.citivelocity.comlcvr)eppubliclciti_research_disclosures. Valuation and Risk assessments can be found in the text of the
most recent research note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request.
Citi Research Ratings Distribution

72 Month Rating Relative Rating
Data current as of 30 Jun 2072 Buy Hold Sell Buy Hold Sell
Citi Research Global Fundamental Coverage 53% 37% 10% 10% 80% 10%

% of companies in each rating catego,y that are investment banking clients 44% 43% 40% 48% 43% 45°A
Guide to Citi Research Fundamental Research Investment Ratings:
Citi Research stock recommendations include an investment rating and an optional risk rating to highlight high risk stocks.
Risk rating takes into account both price volatility and fundamental criteria. Stocks will either have no risk rating or a High risk rating assigned.
Investment Ratings: Citi Research investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return
(“ETR”) and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months. The
Investment rating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stocks; and Sell (3) for negative ETR. Any covered stock not
assigned a Buy or a Sell is a Neutral (2). For stocks rated Neutral (2), if an analyst believes that there are insufficient valuation drivers and/or investment
catalysts to derive a positive or negative investment view, they may elect with the approval of Citi Research management not to assign a target price and,
thus, not derive an ETR. Analysts may place covered stocks “Under Review” in response to exceptional circumstances (e.g. lack of information critical to the
analyst’s thesis) affecting the company and I or trading in the company’s securities (e.g. trading suspension). As soon as practically possible, the analyst will
publish a note re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our
ratings distribution table for our 1 2-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation.
Relative three-month ratings: Citi Research may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most
preferred) or under-performance (least preferred) versus the geographic and industry sector over a 3 month period. The relative call may highlight a specific
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the
company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in the universe of stocks under consideration,
explaining the basis for this short-term view. This three-month view may be different from and does not affect a stock’s fundamental equity rating, which
reflects a longer-term total absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosure rules, most preferred calls correspond to
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is
considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation.
Prior to October 8, 2011, the firm’s stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account both
price volatility and fundamental criteria, were: Low (L), Medium (M), High (H), and Speculative (5). Investment Ratings of Buy, Hold and Sell were a
function of the Citi Research expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. Additionally,
analysts could have placed covered stocks “Under Review” in response to exceptional circumstances (e.g. lack of information critical to the analyst’s thesis)
affecting the company and/or trading in the company’s securities (e.g. trading suspension). Stocks placed “Under Review” were monitored daily by
management and as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets
(US, UK, Europe, Japan, and Australia/New Zealand), investment ratings were:Buy (1) (expected total return of 10% or more for Low-Risk stocks, 15% or
more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-i0% for Low-Risk stocks, 0%-15%
for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). For securities in emerging
markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings were:Buy (1) (expected total return of 15% or more for
Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-i 5% for
Low-Risk stocks, i0%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-
Risk stocks, 10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks).
Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change
in target price (subject to limited management discretion). At other times, the expected total retums may fall outside of these ranges because of market price
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to
review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made
only after evaluating the stock’s expected performance and risk.
NON-US RESEARCH ANALYST DISCLOSURES
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below:
Citigroup Global Markets Inc Faisel Khan, CFA; Amit Marwaha
OTHER DISCLOSURES
The subject company’s share price set out on the front page of this Product is quoted as at 30 July 2012 04:00 PM on the issuer’s primary market.
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Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to NiSource Inc. (For an explanation of the determination ofsignificant financial interest, please refer to the policy for managing conflicts of interest which can be found at www.citiVelocity.com.)
For securities recommended in the Product in which the Firm is not a market maker. the Firm is a liquidity provider in the issuers’ financial instruments andmay act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have beenrecommended in the Product. The Firm regularlytrades in the securities ofthe issuer(s) discussed in the Product. The Firm may engage in securities
transactions in a manner inconsistent with the Product and, with respect to secuties covered by the Product, will buy or sell from customers on a principalbasis.

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principalamount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee itsaccuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm’s research department has received assistance fromthe subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policyprohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has haddiscussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of theauthor as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companiesdiscussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not set apredetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Research to provide research coverage ofthe/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. TheProduct is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase
securities mentioned in the Product must take into account existing public information on such security or any registered prospectus.
Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to thereporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities ofsome foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor forexact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc.takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placedonly through Citigroup Global Markets Inc.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. LLC (Morgan Stanley) research reports may beavailable about the companies that are the subject of this Citi Research research report. Ask your Financial Advisor or use smithbarney.com to view anyavailable Morgan Stanley research reports in addition to Citi Research research reports.
Important disclosure regarding the relationship between the companies that are the subject of this Citi Research research report and Morgan Stanley SmithBarney LLC and its affiliates are available at the Morgan Stanley Smith Barney disclosure website at
www.morganstanIeysmithbarney.com/researchdiscIosures.
For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and
https://www.citivelocity.com/cvr/eppublic/cW_research_disclosures.
This Citi Research research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was
conducted by the same person who reviewed this research report on behalf of Citi Research. This could create a conflict of interest.
The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employedby. The Product is made available in Australia through Citi Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant ofthe ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product ismade available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88004 325 080 and AFSL 238098). Citigroup Pty
Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship managers. If there is anydoubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia. Citigroupcompanies may compensate affiliates and their representatives for providing products and services to clients. The Product is made available in Brazil byCitigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, BACEN - Brazilian Central Bank, APIMEC -Associaçao dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associaçao Nacional dos Bancos de Investimento. Av.Paulista, 1111 - 11 andar - CEP. 01311920- São Paulo - SP. If the Product is being made available in certain provinces of Canada by Citigroup GlobalMarkets (Canada) Inc. (“CGM Canada), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J2M3. This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by theSuperintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is made available in France by Citigroup Global MarketsLimited, which is authorised and regulated by Financial Services Authority. 1-5 Rue Paul Cezanne, 8ëme, Paris, France. The Product is distributed inGermany by Citigroup Global Markets Deutschland AG (“CGMD”), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD,Reuterweg 16, 60323 Frankfurt am Main. Research which relates to “securities” (as defined in the Securities and Futures Ordinance (Cap. 571 of the Lawsof Hong Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. CitigroupGlobal Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., HongKong Branch, for its clients in Citi Private Bank, it is made available by Citibank NA., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. CitibankN.A. is regulated by the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank NA., Hong Kong, Branch if you have any queries on
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Dr any matters arising from or in connection with this document. The Product is made available in India by Citigroup Global Marlets India Private Limited,which is regulated by Securities and Exchange Board of India. Bakhtawar, Nariman Point, Mumbal 400-021 . The Product is made available in Indonesiathrough PT Citigroup Securities Indonesia. 5/F, Citibank Tower, Bapindo Plaza, II. Jend. Sudirman Kay. 54-55, Jakarta 12190. Neitherthis Product nor anycopy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance withapplicable capital market laws and regulations. This Product is not an offer of secumies in Indonesia. The securities referred to in this Product have not beenregistered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations,and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances whichconstitute an offer within the meaning of the Indonesian capital market laws and regulations. The Product is made available in Israel through Citibank NA,regulated by the Bank of Israel and the Israeli Secuñties Authority. Citibank, NA, Platinum Building, 21 Ha’arba’ah St, Tel Aviv, Israel. The Product is madeavailable in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. Via dei Mercanti, 12, Milan, 20121,Italy. The Product is made available in Japan by Citigroup Global Markets Japan Inc. (“CGMJ”), which is regulated by Financial Services Agency, Securitiesand Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. Shin-MarunouchiBuilding, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Secuñties Inc. it is being so distributed underlicense. In the event that an error is found in an CGM] research report, a revised version will be posted on the Firm’s Citi Velocity website. If you havequestions regarding Citi Velocity, please call (81 3) 6270-301 9 for help. The Product is made available in Korea by Citigroup Global Markets KoreaSecurities Ltd., which is regulated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association(KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 110-180, Korea. KOFIA makes available registration information of research analysts on itswebsite. Please visit the following website if you wish to find KOFIA registration information on research analysts of Citigroup Global Markets KoreaSecurities Ltd. http://dis.kofia.or.kr/fs/dis2/fundMgr/DlSFundMgrAnalystPop.jsp’?companyCd2=A03030&pageDiv=02. The Product is made available inMalaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No. 460819-D) (“CGMM”) to its clients and CGMM takes responsibility for its contents.CGMM is regulated by the Securities Commission of Malaysia. Please contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang, 50450 KualaLumpur, Malaysia in respect of any matters arising from, or in connection with, the Product. The Product is made available in Mexico by Acciones y ValoresBanamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero Banamex (“Accival”) which is a wholly owned subsidiary of Citigroup Inc. and isregulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. Juarez, 06600 Mexico, D.F. In New Zealand the Product is made available to‘wholesale clients’ only as defined by s5C(1) of the Financial Advisers Act 2008 (‘FM’) through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114832 and AFSL No. 240992), an overseas financial adviser as defined by the FM, participant of the ASX Group and regulated by the Australian Securities &Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product is made available in Pakistan by Citibank N.A. Pakistanbranch, which is regulated by the State Bank of Pakistan and Securities Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box• 4889, Karachi-74200. The Product is made available in the Philippines through Citicorp Financial Services and Insurance Brokerage Philippines, Inc.,which is regulated by the Philippines Securities and Exchange Commission. 20th Floor Citibank Square Bldg. The Product is made available in thePhilippines through Citibank NA Philippines branch, Citibank Tower, 8741 Paseo De Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated byThe Bangko Sentral ng Pilipinas. The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc.,which is regulated by Komisja Nadzoru Finansowego. Dom Maklerski Banku Handlowego S.A. uI.Senatorska 16, 00-923 Warszawa. The Product is madeavailable in the Russian Federation through ZAO Citibank, which is licensed to carry out banking activities in the Russian Federation in accordance with thegeneral banking license issued by the Central Bank of the Russian Federation and brokerage activities in accordance with the license issued by the FederalService for Financial Markets. Neither the Product nor any information contained in the Product shall be considered as advertising the securities mentionedin this report within the territory of the Russian Federation or outside the Russian Federation. The Product does not constitute an appraisal within themeaning of the Federal Law of the Russian Federation of 29 July 1998 No. 1 35-FZ (as amended) On Appraisal Activities in the Russian Federation. 8-10Gasheka Street, 125047 Moscow. The Product is made available in Singapore through Citigroup Global Markets Singapore Pte. Ltd. (“CGMSPL”), a capitalmarkets services license holder, and regulated by Monetary Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asia SquareTower 1, Singapore 018960, in respect of any matters arising from, or in connection with, the analysis of this document. This report is intended for recipientswho are accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289). The Product is made available by TheCitigroup Private Bank in Singapore through Citibank, N.A., Singapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority ofSingapore. Please contact your Private Banker in Citibank N.A., Singapore Branch if you have any queries on or any matters arising from or in connectionwith this document. This report is intended for recipients who are accredited, expert and institutional investors as defined under the Securities and FuturesAct (Cap. 289). This report is distributed in Singapore by Citibank Singapore Ltd (‘CSL) to selected Citigold/Citigold Private Clients. CSL provides noindependent research or analysis of the substance or in preparation of this report. Please contact your Citigold//Citigold Private Client Relationship Managerin CSL if you have any queries on or any matters arising from or in connection with this report. This report is intended for recipients who are accreditedinvestors as defined under the Securities and Futures Act (Cap. 289). Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa(company registration number 2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty)Ltd. is regulated by JSE Securities Exchange South Africa, South African Reserve Bank and the Financial Services Board. The investments and servicescontained herein are not available to private customers in South Africa. The Product is made available in Spain by Citigroup Global Markets Limited, whichis authorised and regulated by Financial Services Authority. 29 Jose Ortega Y Gasset, 4th Floor, Madrid, 28006, Spain. The Product is made available inthe Republic of China through Citigroup Global Markets Taiwan Securities Company Ltd. (“CGMTS), 14 and 15F, No. 1, Songzhi Road, Taipei 110, Taiwanand/or through Citibank Securities (Taiwan) Company Limited (“CSTL”), 14 and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan, subject to the respectivelicense scope of each entity and the applicable laws and regulations in the Republic of China. CGMTS and CSTL are both regulated by the Securities andFutures Bureau of the Financial Supervisory Commission of Taiwan, the Republic of China. No portion of the Product may be reproduced or quoted in theRepublic of China by the press or any third parties (without the written authorization of CGMTS and CSTLI. If the Product covers securities which are not• allowed to be offered or traded in the Republic of China, neither the Product nor any information contained in the Product shall be considered as advertisingthe securities or making recommendation of the securities in the Republic of China. The Product is for informational purposes only and is not intended as anoffer or solicitation for the purchase or sale of a security or financial products. Any decision to purchase securities or financial products mentioned in theProduct must take into account existing public informaon on such security or the financial products or any registered prospectus. The Product is madeavailable in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange Commission of Thailand. 18/F, 22/F and29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand. The Product is made available in Turkey through Citibank AS which is regulated
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by Capital Markets Board. Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey. In the U.A.E, these materials (the
“Materials”) are communicated by Citigroup Global Markets Limited, DIFC branch (“CGML’), an entity registered in the Dubai International Financial Center
f”DIFC”) and licensed and regulated by the Dubai Financial Services Authority (“DFSA”) to Professional Clients and Market Counterparties only and should
not be relied upon or distributed to Retail Clients. A distribution of the different Citi Research ratings distribution, in percentage terms for Investments in each
sector covered is made available on request. Financial products and/or services to which the Materials relate wiii only be made available to Professional
Clients and Market Counterparties. The Product is made available in United Kingdom by Citigroup Global Markets Limited, which is authorised and
regulated by Financial Services Authority. This material may relate to investments or services of a person outside of the UK or to other matters which are not
regulated by the FSA and further details as to where this may be the case are available upon request in respect of this material. Citigroup Centre, Canada
Square, Canary Wharf, London, E14 5LB. The Product is made available in United States by Citigroup Global Markets nc, which is a member of FINRA
and registered with the US Secuñhes and Exchange Commission. 388 Greenwich Street, New York, NY 10013. Unless specified to the contrary, within EU
Member States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority.
Pursuant to Comissao de Valores Mobiliários Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship
with the subject company. Considering that Citi operates multiple businesses in mote than 100 countries around the world, it is likely that Citi has a
commercial relationship with the subject company.
Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of
publication or distribution of investment research. The policy applicable to Citi Research’s Products can be found at
https://www.citivelocity.comlcvr/eppublic/citi_research_disclosures.
Compensation of equity research analysts is determined by equity research management and Citigroup’s senior management and is not linked to specific
transactions or recommendations.
The Product may have been distributed simultaneously, in multiple formats, to the Firm’s worldwide institutional and retail customers. The Product is not to
be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get
back less than ohginally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject
to change. If in doubt, investors should seek advice from a tax adviser. The Product does not purport to identify the nature of the specific market or other
risks associated with a particular transaction. Advice in the Product is general and should not be construed as personal advice given it has been prepared
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice,
consider the appropateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the
client’s responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product.
With the exception of our product that is made available only to Qualified Institutional Buyers (QIBs) and other product that is made available through other
distribution channels only to certain categories of clients to satisfy legal or regulatory requirements, Citi Research concurrently disseminates its research via
proprietary and non-proprietary electronic distribution platforms. Periodically, individual Citi Research analysts may also opt to circulate research posted on
such platforms to one or more clients by email. Such email distribution is discretionary and is done only after the research has been disseminated via the
aforementioned distribution channels, Citi Research simultaneously distributes product that is limited to QIBs only through email distribution.
The level and types of services provided by Citi Research analysts to clients may vary depending on various factors such as the client’s individual
preferences as to the frequency and manner of receiving communications from analysts, the client’s risk profile and investment focus and perspective (e.g.
market-wide, sector specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints.
Citi Research product may source data from dataCentral. dataCentral is a Citi Research proprietary database, which includes Citi estimates, data from
company reports and feeds from Reuters and Datastream.

© 2012 Citigroup Global Markets Inc. Citi Research is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are trademarks and service
marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All ñghts reserved. Any unauthorized use, duplication,
redistribution or disclosure of this report (the Product”), including, but not limited to, redistribution of the Product by electronic mail, posting of the Product on
a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will result in prosecution. The information contained in the
Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. Where included in this report, MSCI sourced
information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information and any
other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. This information is
provided on an “as is” basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or
related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness
for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third
party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital
International and the MSCI indexes are services marks of MSCI and its affiliates. The Firm accepts no liability whatsoever for the actions of third parties. The
Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the Product refers to website material of the Firm,
the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of the Firm, the Firm takes no
responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or hyperlink
(including addresses or hyperlinks to website matehal of the Firm) is provided solely for your convenience and information and the content of the linked site
does not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall be at your
own risk and the Firm shall have no liability arising out of, or in connection with, any such referenced website.
ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
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Integrated Natural Gas & Gas Utilities fCiti)
North America United States

NiSource Inc (NI)
EPS Inline; Balanced Growth Continues; Utica Drilling Continues

• Company Update

• EPS — NI reported adjusted 4Q EPS ot $0.42, ($044 GI6AP), above our estimate of
$0.40 and a penny short of consensus. Better than expected results at the pipelines
caused the beat. Operating income at the LDC and Electric utilities were lower than
we estimated, primarily on higher operating costs. The 2013 Outlook for EPS and
dividend growth remains unchanged at $1.55 and 4% (mid-point). Growth is being
driven by regulatory initiatives at the LDCs and new projects at the Gas
Transmission and Storage unit.

• Gas Transmission & Storage — NI reported EBIT of $129 mm, better than our
estimate of $90 mm on higher revenues associated with a tracking mechanism.
Preliminary results on test wells drilled in the Utica appear to be encouraging,
although the liquids content appears to be natural gas liquids rather than
condensate. NI expects the JV to drill between 10 and 20 wells in 2013. Most of the
growth in this business unit for 2013 is expected to come from $300mm in
gathering/processing projects and the Columbia Gas modernization program.

• Electric Utility — NI reported EBIT of $52 mm, below our estimate of $58 mm on
higher D&A and labor costs associated with the Sugar Creek plant. Capital tied to
environmental spending continues to be a source of near-term earnings growth. NI
is in the early stages of enhancing its Electric Transmission system, which could
amount to $750 mm in capital spending later this decade.

• Gas Utilities — NI reported EBIT of $134 mm, below our estimate of $145 mm on
higher D&A and operating costs. NI reached a settlement in its PA rate case. We
expect rates to be in effect by July/13. NI had originally requested a $77mm rate
increase.

• Recommendation — NI continues to deliver results inline with the roadmap
provided at the Sept/12 Analyst Day. The development of the Utica acreage remains
a free option on the stock. We maintain our Neutral rating and $27 target price.

27

EPS QI Q2 Q3 Q4 FY FCCons
2011A 0.72A 0.14A 0,12A O,31A 1.29A 1.35A

2012E O.66A O.24A O.06A O.40E 1.35E 1.42E

Previous 0.66A 0,24A 0.06A 0.402 1.352 na

2013E O.76E O.29E O.IOE O.44E 1.58E 1.56E

Previous 0.762 0.292 0.102 0.442 1.582 na
2014E O.81E O.33E O.12E O.45E 1.71E 1.67E

Previous 0.812 0.332 0.12E 0.45E 1.712 na

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

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

Amit Marwaha
amit.marwaha@citi.com

See Appendix A-i for Analyst Certification, Important Disclosures and non-US research analyst disclosures.
Cifi Research is a division of Cifigroup Global Markets Inc. (the ‘firm”), which does and seeks to do business with Companies covered in its research reports. As aresult, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only
a single factor in making their investment decision.

Neutral 2
Price (19 Feb 13) US$27.26
Target price US$27.00
Expected share price return -1.0%
Expected dividend yield 3.5%
Expected total return 2.6%
Market Cap US$8,444M

Price Performance
(RIC: NI.N, BB: NI US)

USD
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• MN: Fiscal year end 31-Dec
Profit & Loss (US$m)

Sales revenue
Cost of sales

Gross profit

Gross Margin (%)
EBITDA (Adj)

EBITDA Margin (Adj) (%)
Depreciation

Amortisation
EBIT (Adj)

EBIT Margin (Adj) (%)
Net interest
Associates

Non-op/Except
Pre-tax profit

Extraord./Min.Int./Pref.div.
Reported net profit

Net Margin (%)
Core NPAT

Per share data

Reported EPS ($)
Core EPS ($)
DPS(S)
CFPS($)

FCFPS($). BVPS($)

Wtd avg ord shares (m)
Wtd avg diluted shares (m)

Growth rates
Sales revenue (%)
EBIT (Adj) (¾)
Core NPAT (¾)
Core EPS (¾)

Balance Sheet (US$m)
Cash & cash equiv.
Accounts receivables
Inventory

Net fixed & other tangibles
Goodwill & intangibles
Financial & other assets
Total assets

Accounts payable
Short-term debt

Long-term debt

Provisions & other liab
Total liabilities

Shareholders equity
Minority interests
Total equity

Net debt

Net debt to equity (%)

2010 2011 2012E 2013E 2014E Valuation ratios
5816 5967 5,455 6,412 6,608 PE (x)

-2,976 -3,045 -2,411 -3,041 -3,100 PB (x)
2,840 2,922 3,044 3.371 3508 EV/EBITDA (x)
48.8 49.0 55.8 52.6 53.1 FCF yield (%)

1,491 1,486 1,596 1,868 2,016 Dividend yield (¾)
25.6 24.9 29.3 29.1 30.5 Payout ratio (%)
-543 -485 -537 -657 -702 ROE (¾)

-54 -54 -54 -54 -54 Cashflow(US$m)
895 948 1,006 1,157 1,260 EBITDA
15.4 15.9 18.4 18.0 19.1 Working capital
-392 -377 -417 -412 -412 Other

15 15 28 14 16 Operating cashflow
4 -7 5 -11 -41 Capex

522 578 621 748 823 Net acq/disposals
-188 -207 -220 -269 -296 Other

3 -2 59 0 0 Investing cashflow
337 370 461 479 527 Dividends paid
5.8 6.2 8.5 7.5 8.0 Financing cashflow
334 371 402 479 527 Netchangein cash

2010 2011 2012E 2013E 2014E Free cashflowto slholders
1.21 1.28 1.55 1.58 1.71
1.19 1.29 1.35 1.58 1,71
0.92 0.92 0.95 0.98 1.02
2.96 3.44 3.63 3.76 4.01
0.09 -0.47 -1.09 -1.88 -1.72

17.58 17.32 18.39 18.66 18.38
278 286 296 303 309
280 288 297 303 309

2010 2011 2012E 2013E 2014E
-7.6 2.6 -8.6 17.6 3.1
6.5 5.9 6.1 15.0 8.9

20.6 11.3 8.2 19.2 10.0
19.0 8.1 4.7 17.2 7.8

2010 2011 2012E 2013E 2014E
212 172 65 65 65

1,178 856 958 944 669
428 566 632 405 481

13,156 14,129 14,830 15,056 15,305
3,986 3,975 3,967 3,967 3,967

979 1,010 1,106 1,197 1,123
19,939 20,708 21,558 21,634 21,610

582 434 459 478 481
1,417 1,687 1049 1,049 1,049
5,936 6,267 7,162 7,163 6,954
7,081 7,323 7,409 7,296 7,453

15,016 15,711 16,079 15,986 15,936
4,923 4,997 5479 5,647 5,674

0 0 0 0 0
4,923 4,997 5,479 5,647 5,674
7,141 7,782 8145 8,147 7,938
145.0 155.7 148.7 144.3 139.9

2010 2011 2012E 2013E 2014E
22.8 21.1 20.2 17.2 16.0

1.6 1.6 1.5 1.5 1.5
11.9 12.3 11.8 10.1 9.3
0.3 -1.7 -4.0 -6.9 -6.3
3.4 3.4 3.5 3.6 3.7
77 71 70 62 60

6.9 7.5 8.8 8.6 9.3
2010 2011 2012E 20f3E 2014E
1,491 1,486 1,596 1,868 2,016
-414 -264 -130 -53 -45
-249 -231 -386 -678 -733
828 991 1,080 1,137 1,238

-804 -1,125 -1,404 -1,705 -1,769
1 0 2 0 0

-140 -24 73 0 0
-943 -1,149 -1,328 -1,705 -1,769
-256 -258 -268 -297 -314
211 281 .42 .245 12

38 73 -292 -813 -519
24 -134 -324 -569 -531

Price: US$27.26; TP: US$27.00; Market Cap: US$8,444m; Recomm: Neutral

Tax

. For fsrther data queries on Citi’s full coverage universe please contact Citi Research Data Services at CitiRsch.DataServices.GIobal@citi.comFor definitions of the items in this table, please click here,
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Earnings Comparison Table
Figure 1. Actual vs. Estimates

El’s
Operating income Actual Estimate Variance Impact Reason lot Material Variance

Gas Gatrthotidn 1336 145.1 -8% ($0 $2) Low or bo%hrs. Igher epreather & O&M Cooto
Gas Trununtosidn & Storage 1288 878 47% $009 Ighor Other Rev.. Short-Reul Transports. Lower Copreoiatbn & Labor
Seoloid 516 584 -12% (00.81) l4gher Operutrog Costs
Corporat&Other LII (9) 2100% (595( NW
888 3129 291,3 $005

El’s
Other Actual Estimate Variance Impact Reason for Variance

rteresthepense 17% 17271 1% $050 tWA
Efeotrve Tan Sate 34% 360% -6% 0002 tWA
Share Count 3099 301.0 3% (50.02) Forward taboo Sale

Q4I11 Variance Variance

Gas Sales (Sc)) Actual Actuate (Total) (1( Reason for Variance

Residential 78.9 728 7 10% 5% Warner than Flerrml Weather, 11% Corer than Last Year
Corrrreroial 501 48.7 3 7% hA
hdvstrhe 113.6 1095 4 4% StrongerYlY Conond
VdwlesaIo 14.8 102 5 45% tWA
Other 0.1 0.1 0 0% tWA
Total Sales 268.5 239.1 19.4 .8%

04(11 Variance Vanance
Gy Tran.jrvtsyiap (MMOth) Actual Actuals (Total) (%) Reason for Variance
Colurrba Trunsensoron 3288 301.4 27 9% bow Ro)eotn
Cok,nbo Gal 2132 270.6 1571 -21% Wanner Weather. breast at brvrnasbrg thodrwtenr from bonoelten
Oossroudn Gas Spetide 4.1 40 0 2% tWA
Total Subs 645.1 076.0 (30) -0%

04112 Variance Variance

Elecir c Sales (Gu It) Actual Estimate (Total) (h) Reason for Variance

Residential 7632 769,4 151 -1% tRee
Coneero,at 907.t 9300 (25) -3% Lower Coend
brdostrl 2,286 1 22587 27 1% there
tiMortesale 17.8 1444 (1271 -88% iReOWeH5upp6ed
Other 340 144.4 (110) -76% NA
Total SaleS 4,008.9 4,2529 (244) -6%

Source: Citi Research, Company data

Figure 2. 2013 Earnings Bridge

2012 to 2013 Earnings Per Share fNon-GAAP)
2013 EPS Guidance Range $t50 - $t60*

00.15 ($0.11)

$0.20 I TTES )$0.08i
)$)

iSO 02)

]
2062 Regulatory Growth lnterostlThxesl 2010 Equity Administrativet tnsuranoe 2013

Actual Initiatives InitIatives Depraciation Forward Vecollectiblesb Guidance
Other

• P0400*: 501 CFnrwrç 8. .nns tow 705100cc 70005040 ow.Qo,ap:

Source: Citi Research, Company documents
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NiSource Inc

Company description

NiSource Inc (NI) is, primarily, a regulated utility with an integrated network of gas
distribution, transportation, and storage assets in the Northeast, Mid-Atlantic, and
Midwest. NiSource also operates an electric utility in Northern Indiana.

The company operates four business units, including Gas Distribution, which
delivers natural gas in several states; Gas Transmission and Storage Operations,
which provide interstate natural gas transmission and storage services from the Gulf
of Mexico to the Northeast; Electric Operations, which consist of NiSource’s
regulated electric utility, Northern Indiana Public Service Company (NIPSC0); and
Other Operations, which include energy-related services and a co-generation
facility.

Investment strategy

We rate the shares of NiSource (NI) Neutral (2). NI provides long-term earnings
power of $1 .60+ per share, including growth from expected rate increases at
NiSources utilities. Our estimates do not include i) substantial industrial load growth
at the utility or ii) the potential for a build out of NI’s pipeline and storage assets,
which have a favorable footprint in the Marcellus Shale, and iii) better than expected
production results across NI’s mineral right holdings. Monetization of Utica mineral
tights remains unclear, so we rate the shares Neutral, but initial data is constructive.

Valuation

We average multiple valuation methodologies to derive our $27 target. Our NAV
yields a value of $27. We value regulated assets at a multiple of rate base. These
values are partially offset by the company’s net debt. Our DDM, which incorporates
our rate base growth assumptions, values the company at $29. Our P/E and
EV/EBITDA multiples (2014 estimates) are based on our proprietary analyses,
which utilize current equity risk premiums, current betas and projected risk-free
yields. For our P/E analysis, we use multiples of 1 5.5x and 1 5.5x for the company’s
utility and pipeline assets. For our EV/EBITDA analysis, we use multiples of 8x and
8x for the company’s utility and pipeline assets. Our P/E and EV/EBITDA analyses
yield values of $27 and $27.

Risks

The key risks to our investment thesis are (1) Rate Cases — We estimate the
company will receive rate relief at several of its utilities. Under- or over-estimation of
relief could materially impact our estimates (2) Weather — Changes in weather
impact the stability of earnings (3) Capital Investment Recovery — NI spends a
substantial amount of capital to maintain and expand its distribution system. NI
depends on rate increases from public utility commission to earn a fair return on this
expansion. In addition, tariffs on the pipeline system are regulated by the FERC (4)
Pipeline Capacity Contracts — The risk of re-contracting pipeline capacity at lower
rates, upon contract expiration, could have a material impact on earnings (5) Uplift
from an MLP — Currently, we do not include any uplift from NiSource pursuing an
MLP strategy. However, significant upside may exist if the Company is able to
successfully implement this strategy.

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause the stock price to materially under/outperform our target.
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The research analyst(s) primarily responsible for the preparation and content of this research report are named in bold text in the author block at
the front of the product except for those sections where an analyst’s name appears in bold alongside content which is attributable to that analyst.
Each of these analyst(s) certify, with respect to the section(s) of the report for which they are responsible, that the views expressed therein
accurately reflect their personal views about each issuer and security referenced and were prepared in an independent manner, including with
respect to Citigroup Global Markets Inc and its affiliates. No part of the research analyst’s compensation was, is, or will be, directly or indirectly,
related to the specific recommendation(s) or view(s) expressed by that research analyst in this report.
IMPORTANT DISCLOSURES

Date
27-Apr-10

5-May-10— ffi 1-Nov-10

31-Jan-il

Indicates change

10
MA Ml JASON 0 J FM AM] JASON Dl FM AM J ] A SO N0I F

2011 2012 2013

Rating/target price changes above reflect Eastern Standard ‘lime

Within the past 12 months, Citigroup Global Markets Inc. or its affiliates has acted as manager or co-manager of an offering of securities of NiSource Inc.
Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from NiSource
Inc.

Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within the next three months, compensation for investment banking
services from NiSource Inc.

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from NiSource Inc in
the past 12 months.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): NiSource Inc.
Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, securities-related: NiSource Inc.

NiSource Inc (NI)
Ratings and Target Price History
Fundamental Research
Analyst: Faisel Khan, CPA

use
Covered

Not coveted

25

20

l5i/

10
MAM] J A SOND I FMAM I JASON Dl FMAM ] JASON DJ F

2011 2012 2013
Rating Target Price Closing Price Date Rating Target Price Closing Price Date Rating Target Price Closing Price

2M ‘15.50 16,27 2-May-li 2M ‘21.00 19.52 23-Apr-12 2 ‘24.00 24.30
2M ‘17.00 16.20 8-Oct-il Stock rating system changed j 25-Jul-12 2 ‘2600 25.12
2M ‘1800 17.17 8-Oct-11 *2 21.00 21.55 25-Oct-12 2 ‘27,00 2554
2M ‘20.00 16.62 ffi 1-Nov-11 2 ‘22.00 21.32

Indicates change

NiSource Inc (NI)
Ratings and Target Price History
Best Ideas Research
Relative Call (3 Month)
Analyst: Faloet Khan, CPA

Rating/target pr/ce changes above reflect Eastern Standard Time
use

Covered
Not covered

25
. .,.,..****,,.,.. .

20 *

15’ *‘..“,*

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, non-securities-related: NiSource Inc.
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Anaysts compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its
affiliates (“the Firm”). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking
revenues.

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Research product (“the
Product”), please contact Citi Research, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: Legal/Compliance [E6WYB64124781. In
addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm’s
disclosure website at https://www.citivelocity.com/cvrleppublic/citi_research_disclosures. Valuation and Risk assessments can be found in the text of the
most recent research note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request.
Citi Research Equity Ratings Distribution

12 Month Rating Relative Rating
Data current as o131 Dec 2012 Buy Hold Sell Buy Hold Sell
Citi Research Global Fundamental Coverage 49% 38% 12% 7% 86% 7%

% of companies in each rating categoiy that ate in vestment banking clients 53% 49% 45% 60% 49% 55%
Guide to Citi Research Fundamental Research Investment Ratings:
Citi Research stock recommendations include an investment rating and an optional risk rating to highlight high risk stocks.
Risk rating takes into account both price volatility and fundamental criteria. Stocks will either have no risk rating or a High risk rating assigned.
Investment Ratings: Citi Research investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return
(“ETR”) and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months. The
Investment rating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stocks; and Sell (3) for negative ETR. Any covered stock not
assigned a Buy or a Sell is a Neutral (2). For stocks rated Neutral (2), if an analyst believes that there are insufficient valuation drivers and/or investment
catalysts to derive a positive or negative investment view, they may elect with the approval of Citi Research management not to assign a target price and,
thus, not derive an ETR. Analysts may place covered stocks “Under Review” in response to exceptional circumstances (e.g. lack of information critical to the
analyst’s thesis) affecting the company and I or trading in the company’s securities (e.g. trading suspension). As soon as practically possible, the analyst will
publish a note re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our
ratings distribution table for our 12-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation.
Relative three-month ratings: Citi Research may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most
preferred) or under-performance (least preferred) versus the geographic and industry sector over a 3 month period. The relative call may highlight a specific
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the
company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in the universe of stocks under consideration,
explaining the basis for this short-term view. This three-month view may be different from and does not affect a stock’s fundamental equity rating, which
reflects a longer-term total absolute return expectation. For purposes of NASDINYSE ratings-distribution-disclosure rules, most preferred calls correspond to
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is
considered non-relative-rated (NRR). For purposes of NASDINYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation.
Prior to October 8, 2011, the firm’s stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account both
price volatility and fundamental criteria, were: Low (L), Medium (M), High (H), and Speculative (5). Investment Ratings of Buy, Hold and Sell were a
function of the Citi Research expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. Additionally,
analysts could have placed covered stocks “Under Review” in response to exceptional circumstances (e.g. lack of information critical to the analyst’s thesis)
affecting the company and/or trading in the company’s securities (e.g. trading suspension). Stocks placed “Under Review” were monitored daily by
management and as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets
(US, UK, Europe, Japan, and Australia/New Zealand), investment ratings were:Buy (1) (expected total return of 10% or more for Low-Risk stocks, 15% or
more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-i 0% for Low-Risk stocks, 0%-15%
for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). For securities in emerging
markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings were:Buy (1) (expected total return of 15% or more for
Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for
Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-
Risk stocks, 10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks).
Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to
review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made
only after evaluating the stock’s expected performance and risk.
NON-US RESEARCH ANALYST DISCLOSURES
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below:
Citigroup Global Markets Inc Faisel Khan, CFA; Amit Marwaha
OTHER DISCLOSURES
The subject company’s share price set out on the front page of this Product is quoted as at 19 February 201304:00 PM on the issuer’s primary market.
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For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers financial instruments and
may act as principal in connection with such transactions. The Firm is a regular issuer oftraded financial instruments linked to securities that may have been
recommended in the Product. The Firm regularly trades in the securities ofthe issuer(s) discussed in the Product. The Firm may engage in securities
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal
basis.

Securities recommended, offered, or sold by the Firm: (I) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm’s research department has received assistance from
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not set a
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Research to provide research coverage of
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The
Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase
securities mentioned in the Product must take into account existing public information on such security or any registered prospectus.
Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc.
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed
only through Citigroup Global Markets Inc.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. LLC (Morgan Stanley) research reports may be
available about the companies that are the subject of this Citi Research research report. Ask your Financial Advisor or use smithbarney.com to view any
available Morgan Stanley research reports in addition to Citi Research research reports.
Important disclosure regarding the relationship between the companies that are the subject of this Citi Research research report and Morgan Stanley Smith
Barney LLC and its affiliates are available at the Morgan Stanley Smith Barney disclosure website at
www.morganstanleysmithbarney.com/researchdisclosures.
For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and
https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.
This Citi Research research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was
conducted by the same person who reviewed this research report on behalf of Citi Research. This could create a conflict of interest.
The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed
by. The Product is made available in Australia through Citi Global Markets Australia Pty Ltd. (ABN 64003 114 832 and AFSL No. 240992), participant of
the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product is
made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88004 325 080 and AFSL 238098). Citigroup Pty
Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship managers. If there is any
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia. Citigroup
companies may compensate affiliates and their representatives for providing products and services to clients. The Product is made available in Brazil by
Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissao de Valores Mobiliários, BACEN - Brazilian Central Bank, APIMEC -

Associaçao dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID -Associaçao Nacional dos Bancos de Investimento. Av.
Paulista, 1111 -11° andar- CEP. 01311920- São Paulo - SP. If the Product is being made available in certain provinces of Canada by Citigroup Global
Markets (Canada) Inc. (“CGM Canada”), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J
2M3. This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the
Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is made available in France by Citigroup Global Markets
Limited, which is authorised and regulated by Financial Services Authority. 1-5 Rue Paul Cezanne, 8ëme, Pans, France. The Product is distributed in
Germany by Citigroup Global Markets Deutschland AG (“CGMD”), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht fBaFin). CGMD,
Reuterweg 16, 60323 Frankfurt am Main. Research which relates to “securities” (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws
of Hong Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup
Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong
Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank
NA. is regulated by the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on
or any mailers arising from or in connection with this document. The Product is made available in India by Citigroup Global Markets India Private Limited,
which is regulated by Securities and Exchange Board of India. Bakhtawar, Nariman Point, Mumbai 400-021. The Product is made available in Indonesia
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through PT Citigroup Securities Indonesia. 5/F, Citibank Tower, Bapindo Plaza, JI. ]end. Sudirman Kay. 54-55, Jakarta 1 2190. Neither this Product nor any
copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been
registered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations,
and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which
constitute an offer within the meaning of the Indonesian capital market laws and regulations. The Product is made available in Israel through Citibank NA,
regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, NA, Platinum Building, 21 Ha’arbaah St, Tel Aviv, Israel. The Product is made
available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial ServicesAuthority. Via dei Mercanti, 12, Milan, 20121,
Italy. The Product is made available in Japan by Citigroup Global Markets Japan Inc. (‘CGMJ”), which is regulated by Financial Services Agency, Securities
and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. Shin-Mamnouchi
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Secuhties Inc. it is being so distributed under
license. In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm’s Citi Velocity website. If you have
questions regarding Citi Velocity, please call (81 3) 6270-3019 for help. The Product is made available in Korea by Citigroup Global Markets Korea
Securities Ltd., which is regulated bythe Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association
(KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180, Korea. KOFIA makes available registration information of research analysts on its
website. Please visit the following website if you wish to find KOFIA registration information on research analysts of Citigroup Global Markets Korea
Securities Ltd. http://dis.kofia.or.kr/fs/dis2/fundMqr/DISFundMrAnalystPop.sp?companyCd2=A03O3O&aqeDiv=02.The Product is made available in
Korea by Citibank Korea Inc., which is regulated by the Financial Services Commission and the Financial Supervisory Service. Address is Citibank Building,
39 Da-dong, Jung-gu, Seoul 100-1 80, Korea. The Product is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No.
46081 9-D) (“CGMM”) to its clients and COMM takes responsibility for its contents. COMM is regulated by the Securities Commission of Malaysia. Please
contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang, 50450 Kuala Lumpur, Malaysia in respect of any matters arising from, or in connection with,
the Product. The Product is made available in Mexico by Acciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero
Banamex (“Accival”) which is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col.
Juarez, 06600 Mexico, D.F. In New Zealand the Product is made available to ‘wholesale clients’ only as defined by s5C(1) of the Financial Advisers Act
2008 (‘FM’) through Citigroup Global Markets Australia Pty Ltd (ABN 64003 114 832 and AFSL No. 240992), an overseas financial adviser as defined by
the FAA, participant of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW
2000. The Product is made available in Pakistan by Citibank N.A. Pakistan branch, which is regulated by the State Bank of Pakistan and Securities
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Share price performance

25
Daily May 03, 2D11 . May 01,2012,5/03/11 = US$19.63

May-li Aug-li Nov-il Feb-12
Price — Indexed S&P 500 INDEX

On 05/01/12 the S&P 500 INDEX closed at 1405.82

Quarterly EPS 01 02 03 Q4
2017A 0.72 0.16 0.12 0.31
2012E 0.73 0.17 0.14 0.39
2013E 0.72 0.20 0.17 0.45

ASSUMING COVERAGE

1012 Slightly Above Estimates; Assuming
Coverage and Raising TP to $26; Maintain
Neutral
• 1012 Results Slightly Ahead of Estimates: NI reported 1Q12 diluted EPS

of $0.73/share, above our estimated $0.71/share. Gas Transmission and
Storage performance was above our estimates. This upside was offset by
Gas Distribution and Electric segments being below our expectations.

• Utica Shale Update: Management reaffirmed its prior estimate that its Utica
prospective acreage amounted to between 100,000 — 200,000 acres of
mineral rights. Approximately, 30-40% of it may lie in the eastern wet portion
of the Utica play. Management again stressed that it is more focused on
leveraging its acreage into downstream infrastructure opportunities. To note,
our model does not attribute any value for the Utica potential yet.

• 2012 Guidance Reiterated: Management reiterated its 2012 EPS guidance
range of $1 .40 to $1.50/share. We forecast NI to generate earnings in the
upper end of this range. NI is well on track towards its budgeted $1.4B
capital expenditure plan for 2012. To note, the growth opportunities are
embedded in the gas transmission and storage (around the Marcellus and
Utica shale plays) and gas distribution infrastructure.

• Maintain Neutral and Increase TP to $26: We maintain our Neutral rating
and increase our TP to $26. Our new TP equates to a PIE multiple of 17x
our NTM Basic EPS est. of $1.48.

Financial and valuation metrics
Year 12111A 12112E 12113E 12/14E
EPS (CS adj.) (US$) 1.31 1.42 1.54 1.65
Prey. EPS (US$) — 1.41 1.48 7.60
P/E (x) 19.3 17.9 16.5 15.4
P/E rel. (¾) 134.0 135.5 140.5 145.9
Revenue (US$ m) 5,794.9 5,660.0 6,055.7 6,298.1
EBITDA(US$m) 1,499.5 7,676.6 1,810.5 1,920.4
OCFPS (US$) 3.02 3.93 3.56 4.48
P/OCF (x) 7.9 6.5 7.1 5.7
EV/EBITDA (current) 10.0 9.0 8.3 7.8
Net debt (US$ m) 7,942 7,858 8,023 7,899
ROIC (%) 4.86 5.19 5.53 5.86
Number of shares (m) 284.09 IC (current, US$ m) 12,939.60
BV/share (Next Qtr., US$) 18.2 EV/IC (x) 1.2
Net debt (Next Qtr., US$ m) 8,048.4 Dividend (Next Qtr., US$) 0.23
Not debt/tot cap (Next Qtr., %) 158.9 Dividend yield (%) 0.91
Source: Company data, Credit Suinse estimates.

. DISCLOSURE APPENDIX CONTAINS IMPORTANT DISCLOSURES, ANALYST CERTIFICATIONS, INFORMATION ONTRADE ALERTS, ANALYST MODEL PORTFOLIOS AND THE STATUS OF NON-U.S ANALYSTS. U.S. Disclosure:Credit Suisse does and seeks to do business with companies covered in its research reports. As a result, investors should beaware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider thisreport as only a single factor in making their investment decision.

CREDIT Su1sEs URflIES RESEARCH & ANALY11CS BEYGNO INFORMATION®
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Company Description
NI is a diversified energy company that operates in three segments including natural gas
distribution, gas transmission and storage, and electric operations. Rate regulated
operations account for the majority of Ni’s operating earnings. Ni’s gas distribution
operations serve 3.3 million customers across seven states. NI’s gas transmission and
storage operations comprise 15,500 miles of pipe and 640 billion cubic feet of storage
capacity. The electric operations consist of its Northern Indiana utility, Northern Indiana
Public Service Company (NIPSCO), which serves approximately 450,000 customers.

Investment Thesis
NI offers an attractive dividend yield coupled with visible earnings growth driven by
infrastructure investments across its diverse portfolio of mostly regulated businesses. In
recent years, NI has shed non-core assets, substantially de-risked earnings at its gas
utilities, and has begun to leverage its attractive natural gas pipeline footprint in the
Marcellus Shale with the potential for Marcellus-like growth in the Utica Shale in Ohio
where NI holds substantial acreage. NI also has a $4.35 billion, 20-pIus year infrastructure
replacement program at its gas utilities that should drive stable growth over the next
several years. Importantly, we believe NI has the liquidity in place to maintain an annual
capex program of approximately $1 billion.

Additional Color
• Modeling 4% Dividend Growth: We believe NI is likely to resume dividend growth in

2012. We are modeling a $0.01/shr increase (4%) growth when NI declares its
distribution for 3Q12. Our model forecasts with a $0.01/shr increase, NI will have 64%
payout ratio. We are forecasting —4% annual dividend growth rate going forward.

• Forward Equity Sates Update: NI intends to access its forward equity draw by
September 2012. To recap, NI entered into a forward equity agreement in September
2010 that will result in the issuance of 25mm shares by September 2012. We expect
the equity issuance will provide about $400mm in proceeds to NI that would help
finance its growth plans in 2012.

• MLP Still an Option but not Imminent: Management still views an MLP as a viable
option to help finance growth of its midstream business. However, the tone on Ni’s
earnings call did not sound like any progress had been made since the last call either
positively or negatively. We believe that investors have bid up NI shares in anticipation
of an MLP spinoff and should an MLP not materialize, NI shares could be under
pressure.

• Liquidity: NI had a net available liquidity of $631 mm at the end of 1Q12.

NiSource Inc (NI) 2
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Our target price of $26 is based on a projected NTM price to earnings multiple of —16
times. NI appears fairly valued based on price to earnings and sum-of-the-parts analysis,
in our view. The stock trades at price to earnings multiples of —18x 2012E and —16x
2013E, respectively. We rationalize that this may be the result of investors’ expectations of
favorable future multiples when an MLP is eventually created. And once again, should the
MLP get shelved.. .look out below.

Exhibit 1: Sum of the Parts Valuation

Our 12-month target price of
$26 is based on 1? times
NTM EPS

Electric Services
Natural Gas Ublihes
Transmission and Storage

Total Enterprise / Equity Value
Cash & Equivalents
Short-term Debt
Long-term Debt

Less Net Debt
Total Equity Value

Shares Outstanding
Per Share

Current Share Price (Feb 1,20t2)
Return

Dividend per share (E5L)
Dividend Yield

Total Return

NTM EPS
ImfIted P/E

NTM NTW
EBIT D&A EBITDA/Nl

Source: Company data, Credit Suisse estimates

Exhibit 2: Forecasted 2013E_Valuation Assumipg Creation of MLP

Electric Services
Natural Gas Utilities
Transmission and Storage

Total Enterprise / Equity Value
Cash & Equivalents
Short-term Debt
Long-term Debt

Less Net Debt
Total Equity Value

Shares Outstanding
Per Share

Current Share Price (Feb 1 20t2(
Return

Dividend per share (Est.(
Dividend Yield

Total Return

20t3E EPS
Implied_P/S

EBIT DEA EBFDA / NI

Source: Company data, Credit Suisse estimates

Exhibits 1 and 2 show how by forming an MLP and enjoying a higher EV/EBITDA multiple
for Ni’s Transmission and Storage assets has already been priced into the shares in our
opinion. We believe that NI shares have limited upside potential at this point but downside
risk could be significant should NI abandon its plans to form an MLP to house its
midstream assets.

3

Metric Low Base Hiah

205.3 250.7 137.1 PIE 14.55 15.Oe 15.5x
457.6 196.1 653.6 EVIE8ITDA 8.5x SOn 9.Sx
446.0 139.5 585.5 EVIE8ITDA SOc gSa bOx

CliLtijiliSt OdJU cquiy UdlUt

Low Hiah

t,989.5 2,057.1 2,125.7
5,556.0 5,682,8 6,209.7
5,269.5 5,562.3 5855.0

12,814.0 13,502.2 141903
166.2 t88.2 188.2

t,652.0 1,652.0 t,652.0
5,8344 5,834.4 5,834.4
7,298.2 7298.2 7,298.2
5,515.8

307
$1 7.96

$24.65
(27%)

$0.94
4%

$1.47
12.2u

6,2040

307
$20.20

$2465
(18%)

$0.94
4%

(t4%)

Si 47
13,70

6,802.1

307
$22.44

$24.65
(9%)

50.94
4%

(5%)

$1.47
b0.2x

Applying ‘normal valauation
multiples to NIs three
segments results in a 12
month target price of $20
well below where NI
currently trades

In a scenario where an MLP
is created, we forecast
201 3E target valuation of
$26/share i.e. —lOx 2013E
EPS

,eurripte enterprise value, equity value
Metric Law Base High Law —;;r•

2t2.6 256.4 142.0 P/E t4.5e t5.Oe t5.5x
496,4 205.7 702.0 EV/E8ITDA 8.5n SOc 9.5e
468,5 t47,3 615.8 EV/EBITDA I 1O.5v blOc 11.55 I

High

2,059.t 2,130.1 2,20t.t
5,967.1 6,318.1 6,669.1
6,465.6 6,773.5 7,08t.4

14,491,8 15,221.7 15851,6
1962 189.2 188.2

1,652.0 1,652.0 1,652,0
5,834.4 5,834.4 5,834.4
7,2982 7,298.2 7,298.2
7,193.5

307
$23.42

$24.65
(5%)

$0.00
0%

$1.59
14.80

7,923.5

307
$25.86

$24.65
5%

$0.60
0%

$1.59
16.3x

8,553.4

307
$28.17

$24.55
14%

5000
0%

t4%

st.59
17.80

NiSource Inc (NI)
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1011

__________
_____________

Actual YoY°k Comments

237 4% Weather related reduced sales
42 16%

119 17% Growth projects placed in service; Columbia Gulf rate caso

________ __________

5 NA
402 8%

90 15%
(3) NA

109 9%
207 4%

293 292 2 1% 285 3%

$0.74
$0.72 $0.01 2% $0.72

________________________________________________

$0.23 $0.00 0% $0.23

Old estimates
2Q12E 3Q12E 40126 20126 2013E 2014E 2015E 2016E

Segment EBIT
Gas Distribution 47 5 142 461 508 529 551 576
NIPSCO Electric 43 79 47 225 233 250 256 283
Gas Transmission & Storage 91 90 111 396 424 475 505 538. Other (5) (3) (2) (11) (9) (10) (10) (11)

Total EBIT (recurring) 176 171 298 1,071 1,156 1,244 1,311 1,385
Interest Expense 101 100 99 399 420 442 446 453
OtherExpenses 0 0 0 0 0 0 0 0
Taxes 27 26 72 242 265 289 312 336

Recurring Net Income 48 46 127 430 471 514 554 597

Diluted Wtd Avg shares outstanding 292 317 317 304 319 320 322 324

Recurring EPS - Basic $0.17 $0.15 $0.41 $1.46 $1.52 $1.65 $1.77 $1.90
Recurring EPS - Diluted $0.16 $0.14 $0.40 $1.41 $1.48 $1.60 $1.72 $1.84

Dividend pet share $0.23 $0.24 $0.24 $0.94 $0.98 $1.02 $1.06 $1.10

Source: Company data, Credit Suisse estimates

3%
1%

0%

New EstImates
2Q12E 3Q12E 4Q12E 2012E 2013E 2014E 2015E 2016E

51 3 140 441 496 518 539 564
38 75 42 204 213 230 246 264
94 93 115 440 468 513 544 578
(5) (1) (2) (6) 3 1 1 1

179 170 295 1,079 1,180 1,262 1,331 1,407
101 99 99 402 417 439 443 450

0 0 0 11) 0 0 0 0
27 25 71 242 273 296 320 344
51 45 126 436 490 627 568 612

294 318 319 306 320 322 324 326

$0.18 $0.15 $0.41 $1.47 $1.58 $1.69 $1.81 $1.94
$0.17 $0.14 $0.39 $1.42 $1.53 $1.64 $1.75 $1.88

$0.23 $0.24 $0.24 $0.94 $0.98 $1.02 $1.06 $1.10

. Exh)hit 5: NI Quarterly Variance Table
Earnings Variance

Segment EBIT
Gas Distribution
NIPSCO Electric
Gas Transmission & Storage
Other

Total EBIT (recurring)

Interest Expense
Other Expenses
Taxes

Recurring Net Income

Diluted Wid Avg shares outstanding

1012 1O12CS
Actual Estimate

247 267
49 56

139 104
2 (1)

436 426
103 99

(1) 0
119 118
215 209

Duff.
01ff. (%)

(21) -8%
(7) -13%
34 33%

3 NA
10 2%

5 5%
(1) NA

1 1%
5 3%

Recurring EPS - Basic $0.76
Recurring EPS-Diluted $0.73

Dividend per share $0.23

Source: Company data, Credit Suisse estimates

Exhibit 6: Changes to Model

NiSource Inc (NI)
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Exhibit 7: NI Abbreviated Financial Statements 2007— 201 6E
• NiSaarce Inc. (NYSE: NI)

Abbreviated Financial Statements

Yaarevding Deonmber3l

(9 m:llisns, except per share data)

Abbreviated Incume Statement
Segment ESITOA

Gas Distribution
NIPSCO Electric
Gas Transmission & Storage
Other

Tntal E8ITOA (recurring)

Segment EBIT
Gas Oiatrrbution
NIPSCO Electric
Gas Transmission & Storage
Other

Tatat 6811’ (recurring)

tvtemst Evpevse
Other Expenses
Earninga Betare Tanes

Tavas
Recaming Net Income

Recurring 695
Bask $1.37 S1.27

YaY %Chaoga

AG Set 1 DR No. 247
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Respa9R g. Moul
Page 371o 67’o

Credit Su)uue - Master Umiled Partnerships and Natural Gas

Abbreviated Balance Sheet
Cash ana Equivalents 50.0 20.6 16.4 v.2 ii .5 38.5 0.1 (7.2) 25.9 25.9 109.9 175.6 a34.e 275.0
Restricted Cash 59.4 296.9 174.7 202.9 1696 t49.7 140.7 t49.7 t4g.7 149.7 149.7 149.7 149.7 t4g.7
Accnavtv Receivables 977.8 1,143.2 808.6 1,079.3 854.9 730.3 604.2 997.6 tot.5 691.5 934.2 844.5 775.6 857.5• Inventories 456.2 511.6 3646 296.2 427.6 18t.t 177.9 391.2 285.1 285.1 299.3 189.1 154.7 161.4
OtherCamustAusetu 959.0 1,449.3 839.1 859.3 793.9 870.7 838.1 893.1 838.7 838.7 839.7 838.7 838.7 838.7

Current Aesets 2,495,2 3,410.5 2,223.8 2,445.9 2,245.4 1,979.3 1,830.1 2,024.5 2,190.8 2,190.5 2,334.7 2,189.7 2,153.4 2,232.4

NeIPP&E 9,653.5 10,276.0 10,654.0 11,002.3 11,967.5 11,7652 11,966.1 12,164.5 t2,390.5 t2,360.5 12,730.4 13,071.9 13,394.6 13,668.8nrh,raccarv naves 89407 02941 04970 07529 87104 67104 67104 67104 07104 07104 67104 87104 67104
Tatut Asseta 18,045.1 20,532.2 19,211.1 18,938.8 20,708.3 20,445.9 20,508.6 20,899.4 21,281.7 21,261.7 21,775.8 21,970.8 22,248.3 22,811.8

AccountsPayubk 743.3 693.9 502.3 581.8 434.8 380.7 335.5 3342 6052 605.2 6361 662.4 741.1 771.6
Cament Podion ot IT Debt 33.9 469.3 719.7 34,2 327.2 750.8 750.9 750.8 750.9 750.8 750.8 750.9 750.8 750.8
OtherShoaTemr Borrowings 1,381.0 1,163.5 122.0 1,382.5 1,3591 1.2642 1,464.2 1,3642 1,1142 1,114.2 1,364.2 1,8142 2,4642 3,264.2
OthurCurrentUabild’wv 1,664.6 2,256.7 1,824.6 1,650.9 1,524.9 1,322.7 1,243.9 1,366.5 1,471.4 1,471.4 1,517,8 1.531,6 1,914.8 1,632.5

Current Liabilities 3,422.8 4,5834 3,149.9 3,949.4 3,849.4 3,719.4 3,794.4 3,819.7 3,941.5 3,941.5 4,288.9 4,759.8 5,570.9 6,4192

Long Term Debt 5,594.4 5,9439 5,969.1 5,936.1 6,267.1 5,834.4 5,833.5 5,833.5 6,018.5 6,018.5 6,018.5 5,515.0 4,745.0 3,995.0
OthurLiabili!es 3,941.2 4,776.1 5,298.9 5,430.1 5,797.5 5,812.6 5,812.6 5,812.6 5,812.6 5,812.6 5,812.6 5,812.6 5,812.6 5,812.9

Tntal LiabilitIes 12,959.4 15,303.4 14,417.0 15,018.6 15,711.0 15,36S4 15,440.5 15,461.8 15,772.6 15,772.6 10,100.0 16,096.8 16,125.5 10,220.0

St’arehntdom Equsy 5,080.7 4,7289 4,854.1 4.9232 4,997.3 5.0805 5,056.1 5,437.6 5,499.1 5,489.1 5,675.5 5,884.2 6,119.8 6,384.8
Tatat Liabilities and Equity 15,045.1 20,032.2 19,271.7 18,938.8 20,708.3 28,445.9 20,506.6 20,599.4 21,2812 21,251.7 21,775.6 21,970.8 22,249.3 22,511.8

763.9 1,306.8 798.8 911.8 1,131.0 349.8 349.0 349.0 349.0 1,396.0 1,002.0 1,000.0 1,020.0 1,000.0

56.8% 61.6’, 56.3% 59.91, 61.4% 60.7% 61.4” 59.4% 59.0% 59.0% 58.9% 57.9% 56.5% 55.6%
566% 61.5% 58.3% 59.9% 61.4% 65.6% 61.4% 59.4% 50.9% 54.0% 50.6% 57.3% 55.8% 54.0%

130.5% 159.0% 139.6’, 1492’/, 150.9’, 1537% 159.9% 146.3’,, 143.1% 143.1% 1414% 134.3% 126.2% 121.1%
919.51 517.17 517.59 517.54 517.73 $17.33 $1726 $17.08 $17.22 517.94 517.73 $18.28 $10.09 $19.50

4.3e Sly 4.60 4.9v 5.30 Sin Sb 4.Oa 4.7e 4.7v 4.4a 4.lv 3Ev 3.6v

Source: Company data, Credit Suisse estimates

NiSourCe InC (NI)
- - jrcs-cm i6V Rita CWC2412 GiZti4 FM I’tnmoSIctee Do tiny. Raltrm)
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lulv

293.2
1094
171.6

7.4
551$

oulut

99.0
99.6

127.0
0.4

320.8

200! ouae

544.7 556.0
440.7 429.8
440.9 494.3

20 50
1,557.1 1,459.1

350.2 327.3
200.0 220.2
371 0 376.7
(129) (63)

597.8 917.9

400.7 375.3
6.5 (09)

590.7 543.5

214.9 194.6
315,8 340.9

0066 201U 2011

577.4 502.1 612.6
369.5 420.5 414.5
530.3 507.9 4904

(7.1) (57) (18.0)
1,465.9 1,513.2 1,499.5

329.3 342.0 438.7
162.4 217.9 195.1
494.8 3772 3604
(21.3) (213) (320)
8792 916.9 861.3

399.2 392.2 376.0
1.6 (3.0) 7.3

475.4 528.2 577.2

104.3 1099 1994
294.1 339.2 377.8

$1.07 $1.22 $1.35
-16.1% 14.2% 10.3%

43126

51.9
137.3
127.3

4.9
3204

3.2
74.0
92.0
(1.1)

168.9

99.4
0.0

70.5

25.4
45.1

246.5 51.3
40.5 39.0

1386 94.0
1.9 (4.6)

4355 178.7

103.3 105.6
(1.0) 0.0

3332 70.1

110.7 27.3
214.5 50.9

40120 2012E 20135 20145 20155 20155

109.4 6334 702.0 735.4 764.9 806.1
1053 451.5 469.0 492.6 5155 539.1
149.9 575.6 615.0 669.7 710.5 754.3

3.1 14.9 237 22.7 230 23.0
447.7 1,676.6 1,910.5 1,920.4 2,017.9 2,122.5

139.0 440.9 496.4 517.8 539.2 564.4
422 203.6 212.6 220.9 246.5 263.0

1146 4400 468.5 512.7 5430 577.9
(20) (5.7) 3.0 1.4 1.2 0.6

294.7 1,078.0 1,180.4 1,261.7 1,330.6 1,406.8

90.5 401.0 417.4 434.8 443.0 450.1
0.0 (1.0) 0.0 0.0 0.0 0.0

1952 679.0 763.0 822.8 887.7 950.7

70.6 242.0 272.9 296.3 319.6 344.4
125.5 435.9 490.1 526.7 569.1 612.3

Weighted Average Sheren Outstanding
Basic
Diluted

DlvideedtShare
Payoot Ruby

273.8 274.0
274.8 275.4

90.92 9052
67.1% 723%

275.1 277.6 260.4
2750 200.1 288.5

$6.92 $8.52 96.92
86.1% 75.4% 58.2%

$4.76 $0.18 $9.15 $0.41 $1.47 $1.56 91.69 $1.81 $1.94
9.4% 7.3% E8% 7.2’, 71’,

282.9 283.4 308.1 306.6
293.1 293.6 318.3 316.6

5652 9023 5024 5024

295.t 309.0 311.9 313.7 315.7
306.0 320.0 322.0 323.9 325.6

$0.94 $0.98 $1.02 $1.06 $1.10
6281, 620’, 054’, 58.5’, 56.7%

Tutat Capttat Enpendilares

Financial Metrics
Total Debit Tolal Cap
Net Debt! Total Cap
Nut Debt! Equity
Soak Value Per Share
Nvl Debt! TIM EBITDA
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. Companies Mentioned (Price as of 01 May 12)
NiSource Inc (NI, $25.33, NEUTRAL, TP $26.00)

Disclosure Appendix
Important Global Disclosures
I, John Edwards, CFA, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in
this report.
See the Companies Mentioned section for full company names.
3-Year Price, Target Price and Rating Change History Chart for NI
NI

26
Date

12/15/10
2/6/11
5/6/11
6/16/11 X
8/2/11 20.12 21
10/28/11 22.52 24

24 -

21
20 I

19

19
20

Closing Price • Target Price 0 InitiatioloAssumptios • Rating

0—_Outpertom,; N=Neutrat; UUnderperlorm; R=Restected; NR=Nol Rated; NC=Not Covered

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisses total
revenues, a portion of which are generated by Credit Suisses investment banking activities.
Analysts’ stock ratings are defined as follows:
Outperform (0): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived
risk) over the next 12 months.
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ± 10-15%) over the next 12 months.
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months.*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (7) a stocks absolute total
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe**,
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities.
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst’s coverageuniverse**. For Australian and New Zealand stocks, 72-month rolling yield is incorporated in the absolute total return calculation and a 75% and a
7.5% threshold replace the 10-75% level in the Outperform and Underperform stock rating definitions, respectively. The 75% and 7.5% thresholds
replace the + 70-15% and -70-15% levels in the Neutral stock rating definition, respectively.
**An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector.
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications,
including an investment recommendation, during the course of Credit Suisses engagement in an investment banking transaction and in certain other
circumstances.
Volatility Indicator [VI: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24
months or the analyst expects significant volatility going forward.

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**:
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months.
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months.
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months.*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector.
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**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the US) over the next 12 months.. Credit Suisse’s distribution of stock ratings (and banking clients) is:
Global Ratings Distribution

Outperform/Buy* 47% (59% banking clients)
Neutral/Hold* 41% (57%tanking clients)
Underperform/Sell* 10% (51% banking clients)
Restricted 2%

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

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the
market that may have a material impact on the research views or opinions stated herein.
Credft Suisse’s policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please refer to Cred
Suisses Policies for Managing Conflicts of Interest in connection wth Investment Research:
hllp//w.cstb.corn/research-and-anaMicsldisclaimer/managing_conflicts_discIaimer.html

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot
be used, by any taxpayer for the purposes of avoiding any penalties.
See the Companies Mentioned section for full company names.
Price Target: (12 months) for (NI)
Method: We derive our 12-month price target of $26 for NiSource via a forward PIE valuation. Our price is based on a PIE multiple of 17x our next
twelve months EPS estimate of $1.48, which is at the upper end of NI’s historic trading range. We believe this to be appropriate as NI has resolved
several key regulatory issues and is well positioned for growth. Our price target is also consistent with our sum of the parts valuation assuming NI
goes ahead with its MLP spinoff.
Risks: Main risks to our 12-month price target of $26 for NiSource are that if NI decides to scrap its plans to establish an MLP that investors would
flee the stock. Also, pipeline re-contracting risk and economic risk as NI’s electric utility is levered to the economy.
Please refer to the firm’s disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the
target price method and risk sections.. See the Companies Mentioned section for full company names.
The subject company (NI) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit Suisse.
Credit Suisse provided investment banking services to the subject company (NI) within the past 12 months.
Credit Suisse has received investment banking related compensation from the subject company (NI) within the past 12 months.
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (NI) within the next 3
months.
As of the date of this report, Credit Suisse Securities (USA) LLC makes a market in the securities of the subject company (NI).
Important Regional Disclosures

Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report.
The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company (NI) within the past 12
months.

Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting shares; RVS--Restricted Voting Shares;
SVS--Subordinate Voting Shares.
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report.
For Credit Suisse Securities (Canada), Inc.’s policies and procedures regarding the dissemination of equity research, please visit
hllp:llwww.csfb.com/Iegal_termslcanada_research_policy.shtml.

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report.
Principal is not guaranteed in the case of equities because equity prices are variable.
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that.
CS may have issued a Trade Alert regarding this security. Trade Alerts are short term trading opportunities identified by an analyst on the basis of
market events and catalysts, while stock ratings reflect an analysts investment recommendations based on expected total return over a 12-month
period relative to the relevant coverage universe. Because Trade Alerts and stock ratings reflect different assumptions and analytical methods, Trade
Alerts may differ directionally from the analyst’s stock rating.
The author(s) of this report maintains a CS Model Portfolio that helshe regularly adjusts. The security or securities discussed in this report may be a
component of the CS Model Portfolio and subject to such adjustments (which, given the composition of the CS Model Portfolio as a whole, may differ
from the recommendation in this report, as well as opportunities or strategies identified in Trading Alerts concerning the same security). The CS
Model Portfolio and important disclosures about it are available at www.credit-suisse.comlti.
laiwanese Disclosures: This research report is for reference only. Investors should carefully consider their own investment risk.
Investment results are the responsibility of the individual investor. Reports may not be reprinted without permission of CS. Reports

8NiSource Inc (NI)
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written by Taiwan-based analysts on non-Taiwan listed companies are not considered recommendations to buy or sell securities under
Taiwan Stock Exchange Operational Regulations Governing Securities Firms Recommending Trades in Securities to Customers.

To the extent this is a report authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important
disclosures regarding any non-U.S. analyst contributors:
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on
communications with a subject company, public appearances and trading securities held by a research analyst account.
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit
suisse.com/researchdisclosures or call ÷1 (877) 291-2683.
Disclaimers continue on next page.
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This report is not directed to, or intended for distñbution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jusdictionwhere such distñbution, publicahon, availability or use would be contrary to law or regulaDon or which would subject Cred Suisse AG, the Swiss bank, or s subsidiañes or its affiliates(“CS’) to any registration or licensing requirement within such juñsdiction. All mateñal presented in this report, unless specifically indicated otherwise, is under copyright to CS. None ofthe matehal, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distilbuted to any other party, without the prior express written permission of CS. Alltrademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates.
The information, tools and mateal presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of anoffer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable forany particular invesfor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or referred to in this report may not besuitable for you and it is recommended that you consult an independent investment advisor you are in doubt about such investments or investment services. Nothing in this reportconsifiutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropñate to your individual circumstances or otherwiseconstitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Pleasenote in particular that the bases and levels of taxation may change.
CS believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of the reportwere obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Addional information is available uponrequest. CS accepts no liability for loss añsing from the use of the matehal presented in this report, except that this exclusion of liability does not apply to the extent that liability arisesunder specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may inthe future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock ratings reflect investmentrecommendations based on expected total return over a 1 2-month period as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions andanalytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, andreach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who preparedthem and CS is under no obligafion to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate tocompanies mentioned in this report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading.
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding futureperformance. Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. Theprice, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subjectto exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR’s, thevalues of which are influenced by currency volatility, effectively assume this risk.
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding andassuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot andforward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing astructured product should conduct their own investigation and analysis of the product and consuft with their own professional advisers as to the risks involved in making such a purchase.Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when thatinvestment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, insuch circumstances you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to makethe investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similariy it mayprove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.
This report may provide the addresses of, or contain hypedinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linkedsite and takes no responsibility for the content contained therein. Such address or hypedink (including addresses or hypetlinks to CS’s own website material) is provided solely for yourconvenience and information and the content of the linked site does not in any way form part of this document. Accessing such websife or following such link through this report orCS’s website shall be at your own risk.
This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London 214 40], England, which is regulated inthe United Kingdom by The Financial Services Authority (“FSA”). This report is being distributed in Germany by Credit Suisse Securities (Europe) limited Niedeitassung Frankfurt amMain regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht (“BaFin”). This report is being distributed in the United States by Credit Suisse Securities (USA) LLC inSwitzerland by Credit Suisse AG; in Canada by Credit Suisse Securities (Canada), Inc.; in Brazil by Banco de lnvestimentos Credit Suisse (Brasil) S,A. or its affiliates; in Mexico byBanco Credit Suisse (Mexico), S.A. (transactions related to the securities mentioned in this report will only be effected in compliance with applicable regulation); in Japan by CreditSuisse Securities (Japan) Limited, Financial Instrument Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of Japan Securities Dealers Association,The Financial Futures Association of Japan, Japan Securities Investment Advisers Association, Type II Financial Instruments Firms Association; elsewhere in Asia/Pacific bywhichever of the following is the appropriately authorised enthy in the relevant jurisdiction: Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia) Limited Credit SuisseSecurities (Thailand) Limited, Credit Suisse Securities (Malaysia) Sdn Bhd, Credit Suisse AG, Singapore Branch, Credit Suisse Securities (India) Private Limited regulated by theSecurities and Exchange Board of India (registration Nos. 1NB230970637; 1NF230970837; INBO1 0970631; INFO1 0970631), having registered address at 9th Floor, CeejayHouse,Dr.A.B. Road, Worli, Mumbal -18, India, T- +91-22 6777 3777, Credit Suisse Securities (Europe) Limited, Seoul Branch, Credit Suisse AG, Taipei Securities Branch, PT CreditSuisse Securities Indonesia, Credit Suisse Securities (Philippines) Inc., and elsewhere in the world by the relevant authorised affiliate of the above. Research on Taiwanese securitiesproduced by Credit Suisse AG, Taipei Securities Branch has been prepared by a registered Senior Business Person. Research provided to residents of Malaysia is authodsed by theHead of Research for Credit Suisse Securities (Malaysia) Sdn. Bhd., to whom they should direct any queries on +603 2723 2020.
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will varyfrom jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customerswishing to effect a transaction should contact a CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction should do soonly by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S.
Please note that this report was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not marketprofessional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or forany necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA orin respect of which the protections of the FSA for private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the caseare available upon request in respect of this report.
Any Nielsen Media Research material contained in this report represents Nielsen Media Research’s estimates and does not represent facts. NMR has neither reviewed nor approvedthis report and/or any of the statements made herein.
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Share price performance

32
Daiiy Apr30, 2012- Apr 30,20134130/12 US$24.65

Apr-12 Jul-12 Oct-12 Jan-13 Apr-13
— Pica Indexed S&P 500 INDEX

On 04t30/73 the S&P 500 INDEX closed at 7597.57

erIyE 01 Q2 Q3, 04
2012A 0.73 0.23 -0.10 0.44
2013E 0.69 0.22 0.18 0.46
2014E 0.72 0.24 0.20 0.48

1NCRSE TARGET PRICE II.

Holding 2013 EPS Outlook; Staying Neutral,
but Valuation at 10-year High
• Keeping at Neutral, but Valuation Risks Growing: Our TP increases by

$2, to $31, based on a projected price to earnings multiple of —17x-19x
2015E EPS. Together with NTM dividend of $0.98 translates to total return
of (0%)-10% for a mid-point of 5%, which is 500 bp below our median total
return expectations for mid-stream MLPs. The offset is that while we have a
a relatively negative bias, we acknowledge continuing very strong demand
for low risk, yield oriented investments such as that offered by NI and which
has a broader investor base than MLP5.

• Holding Estimates for 2013 and Beyond: While 1Q:13 results were
$0.05/share below our estimate, we are holding our numbers for 2013-2015
to reflect NI’s re-affirmed guidance for 5-7% EPS growth and comments that
2013 is on track to reach its $1 .50-$1 .60/share guidance.

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

Financial and valuation metrics
Year 12!12A 12113E 12114E 12115E
EPS (CS adj.) fUSS) 1.43 1.55 1.65 1.75
Prey. EPS fuss) — — 1.64 —

PIE (x) 21.6 19.8 18.6 17.6
P/E tel. (%) 142.8 140.7 147.6 153.6
Revenue (US$ m) 5,070.0 5,414.1 5,883.4 6,264.3
EBITDA fus$ m) 1,633.3 1,744.5 1,900.7 2,061.7
OCFPS (US$) 4.26 4.33 4.45 4.72
P/OCF fx) 5.8 7.1 6.9 6.5
EVIEBITDA (current) 10.7 10.0 9.2 8.5
Net debt (U55 m) 8,067 8,562 9,206 9,470
ROIC f%) 5.13 5.23 5.38 550.
Number of shares fm) 311.79 IC (current, US$ m) 13,621.20
BV/share (Next Qtr., US5) 18.6 EVIIC (x) 1.3
Net debt (Next Qtr., uss m) 8,116.6 Dividend (current, US$) 0.98
Net debt/tot cap (Next Qtr., %) 142.3 Dividend yield (%) 0.78
Source: Company data, Credit Suisse estimates.

DISCLOSURE APPENDIX CONTAINS IMPORTANT DISCLOSURES, ANALYST CERTIFICATIONS, INFORMATION ON
TRADE ALERTS, ANALYST MODEL PORTFOLIOS AND THE STATUS OF NON-U.S ANALYSTS. US Disclosure: Credit
Suisse does and seeks to do business with companies covered in its research reports. As a result, investors should be aware
that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report
as only a single factor in making their investment decision.
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Company Description
NI is a diversified energy company that operates in three segments including natural gas
distribution, gas transmission and storage, and electric operations. Rate regulated
operations account for the majority of NI’s operating earnings. NI’s gas distribution
operations serve 3.3 million customers across seven states. NI’s gas transmission and
storage operations comprise 15,000 miles of pipe and 639 billion cubic feet of storage
capacity. The electric operations consist of its Northern Indiana utility, Northern Indiana
Public Service Company (NIPSCO), which serves approximately 458,000 customers in 20
counties.

Investment Thesis
NI offers an attractive dividend yield coupled with visible earnings growth driven by
infrastructure investments across its diverse portfolio of mostly regulated businesses. In
recent years, NI has shed non-core assets, substantially de-risked earnings at its gas
utilities, and has begun to leverage its attractive natural gas pipeline footprint in the
Marcellus Shale with the potential for Marcellus-like growth in the Utica Shale in Ohio
where NI holds substantial acreage.

NI also has an inventory of project opportunities of —$1OB in its regulated Gas Distribution
segment, $6-$8 billion in its regulated electric segment and $8-slOB in its Gas
Transmission and Storage Segment. Importantly, we believe NI has the liquidity (siB),
balance sheet, and opportunity set in place to maintain an annual cap ex program of
approximately $1.5 billion-$1 .8B.

Outlook: Holding Our Forecast

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

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

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

• Cap Ex Forecast of $25-$30b over the long term: NI has a total inventory of 25-
$30b (equivalent to $1 .5-si .8B/year) in infrastructure focused investment opportunities
over the next 15-20 years.

• MLP Option Not Discussed: We believe management still views an MLP as a viable
option to help finance growth of its midstream business but we now do not expect NI
to pursue this strategy for at least the next few years. Once again, the issue was not
raised on the conference call. With valuations rising at NI, we view the MLP option as
lower likelihood as NI has a wider investor universe than MLP5 and with valuations
rich, we see less potential valuation uplift should NI decide to put its Columbia
operations into an MLP structure.

NiSource Inc. (NI) 2
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Exhibit 1: Holding 2013E EPS Overall — Cutting 2QE, Raising 3QE, Raising 4QE, Raising 207 4E EPS by $0.01, to

Segment EBIT
Gas Distribution
NIPSCO Elecffic
Gas Transmission & Storage
Other

Total EBIT (recurring)
Interest Expense
Other Expenses
Taxes

Recurring Net Income

Diluted Wtd Avg shares outstanding

259 67 24 141 490 532 577
54 65 06 55 260 281 303

139 91 78 124 432 477 524
4 1 (12) (0) (16) (17) (10)

455 225 176 311 1,167 1,274 1386
103 103 108 112 426 476 524

0 0 0 0 0 0 0
123 43 24 70 259 283 310
229 79 44 130 482 515 552

310 311 311 312 311 313 315

New estimates
1013A 20130 30130 40130 2013E 1Q140 2014E 3014E 40140 20148 2015E

202 103 77 190 652 296 111 89 206 703 760
128 119 152 127 526 123 127 161 135 545 578
159 128 121 169 576 203 146 137 184 671 742

3 4 (10) (6) (9) (6) 4 (10) (6) (18) (15)
571 354 349 460 1,745 616 388 377 519 1,901 2,062

233 53 26 138 451 243 57 34 150 483 522
65 55 87 61 268 56 60 93 67 276 297
133 101 92 139 466 173 114 104 149 540 592
(4) 1 (12) (0) (24) (9) 1 (13) (9) (29) (30)

429 219 193 330 1,161 463 232 218 357 1,270 1,380
99 102 105 109 415 112 114 118 122 467 518
(4) 0 0 0 (4) 0 0 0 0 0 0

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

311 312 312 313 312 313 314 314 315 314 316

Recurring EPS. Diluted

Dividend per share

$0.74 $0.25 $0.14 $0.42 $1.55 $1.64 $1.75

$0.24 $0.24 50.25 $0.25 $0.98 $1.02 $1.66

$0.69 $0.22 $0.18 $0.46 $1.55 $0.72 $0.24 $0.20 $0.48 $1.65 $1.75

$0.24 $0.24 $0.25 $0.25 $0.98 $0.25 $0.25 $0.26 $0.26 $1.82 $1.66

Financing & Credit Metrics
Total Debt/Total Cap 58.5% 59.5% 60.5% 60.6% 60.6% 61.2% 59.6%
NetDebt/TolalCap 58.4% 59,4% 60.4% 60.5% 60.5% 61.1% 59,5%
Net Debtl Equity 140.5°k 146.4% 152.7% 153.0% 153.0% 156.9% 147.1%
Book Value Per Share $18.43 $18.46 518.36 $18.54 $18.56 $19.25 $20.93
Net Debt / EM EBITDA 5.Ox 5.lo 4.9x 4.90 4.9x 480 4.6x

Source: Company data, Credit Suisse estimates

58.5% 59.0% 50.0% 600% 60.0% 59.9% 66.7% 61.5% 60.7% 60.7% 59.2%
58.2% 58.7% 59.7% 59.7% 59.7% 59.7% 60.4% 61.3% 60.4% 60.4% 58.9%

139.2% 142.3% 148.4% 148.1% 148.1% 147.9% 152.0% 158.2% 152.7% 152.7% 143.6%
$18.29 $18.30 $18.26 $18.50 $18.54 $10.98 $18.98 $10.04 $19.17 $19.21 $20.89

5.Ox 5.lx 4.90 4.9x 4.9x 4.90 5.Ox 5.lo 4.Ou 4.8x 4.6x

3

. $1.65lshare, Holding 2015E EPS at$1.75lshare
Earnings Variance

Segment EBITDA
Gas DistribuUos
NIPSCO Electric
Gas Transmission & Slorage
Other

Total EBITDA (recurring)

Old estimates
1QI3E 2013E 3013E 40130 2013E 2014E 2015E

310 118 77 195 700 761 624
118 130 151 122 521 554 506
174 129 117 163 503 647 715

6 4 (10) (6) (6) (6) (6)
609 381 335 474 1,790 1,956 2,119

NiSource Inc. (NI)
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Quarterly Variance

Earninas Variance

Segment EBITDA
Gas Distribution
NIPSCO Electric
Gas Transmission & Storage
Other

Total EBITDA (recurring)

Segment EBIT

282
128
159

3
571

1Q12
Actual Comments

margin <forecast, O&M > forecast
lower electric generation costs
Rates below assumptions

Gas Distribution
NIPSCO Electric
Gas Transmission & Storage
Other

Total EBIT (recurring)

Interest Expense
Other Expenses
Taxes

Recurrina Net Income

259 (26) -10%
54 11 21%

139 (5) -4%
4 (7) -197%

455 (27) .6%

103 (5) -5%
0 (4) NM

123 (5) -4%
229 t14 -6%

141
43
89

(20)
253

97
13
52
91

Diluted Wtd Avg shares outstanding

Recurring EPS Diluted

Dividend per share

310 310 (0) 0%

$0.69 $0.74 $0.00 0%

291

$0.31

$0.24 $0.24 $0.00 0% $0.23

Actual
1Q13 1Q13 CS Duff.

Estimate Duff. (%)

310 (28) -9%
118 10 9%
174 (15) -9%

6 (4) -60%
608 (37) -6%

52
96

121
(14)
255

233
65

133
(4)

428

99
(4)

118
215

Financing_&_Credit_Metrics
Total Debt I Total Cap 58.8% 58.5% 0.3% 0.4% 60.7%
Net Debt I Total Cap 58.7% 58.4% 0.3% 0.4% 60.6%
Net Debt? Equity 142.0% 140.5% 1.5% 1.1% 153.7%
Book Value Per Share $18.35 $18.43 ($0.09) ($0.00) $17.33
Net DebtIflM EBITDA 5.lx 5.Ox 0.2x 0.Ox Six

Source: Company data, Credit Suisse estimates

4NiSource Inc. (NI)
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Valuation

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

• Applying “normal” valuation multiples to NI’s three segments results in a valuation of

$28— below where NI currently trades and a 17.6x NI’s 2015E EPS of $1.75/share.

Exhibit 3 Sum of the Parts Valuation

AG Set 1 DR No. 247
Attachment A
Resp8q Moul
Page 38 of7O

NIM - Next TWtV* Months Valuation

NTM NTM Multiple
EBIT D&A EBITDAINI Metric Law Base High

Total Enterprise I Equity Value
Cash & Equivalents
Short-term Debt
Long-term Debt

Less Net Debt
Total Equity Value

Shares Outstanding
Per Share

Current Share Price treb 19, 2013)
Return

Dividend per share tEst)
DMdend Yield

Total Return

20158 EPS
Implied PIE

2,776.6 3,123.6 3,470.7
6,057.9 6,731.0 7,404.1
6,2076 6,8284 7,449.1

l5,042.1 16,683.0 18,324.0
83,1 831 83.1

1,264.1 1,284.1 1,284.1
6,819.1 6,819.1 6,819.1
8,020.1 8,020.1 6,020.1
7,022.0 8,662.9 10,303.9

310 310 310
522.63 P751 533.21

530.73 $30.73 $30.73
(23%) 6%) 11%

$0.98 50.98 50.08
3% 3% 3%

(20%) (3%) 04%

51.75 5175 51.75
12.9x 16,00 19.0

r’w”
528.06 I
16.Ox

Source: Company data, Credit Suisse estimates

• In a scenario where an MLP is created, we forecast an estimated NTM valuation of

$34/share i.e. —19.5x 2015E EPS, but we caution that we are applying stretched
valuation metrics to get there.

5

Etectric Services
Natural Gas Uritibes
Transmission and Storage

Enterprise Value t Equity Value
Low Hiqh

259.8 260.6 173.5 PIE 16.Oe 18.Ox 20.Ox
467.3 205.8 673.1 EVIEBITDA 9Cc lOSe hOe
505.5 115.3 620.8 EVIEBITDA 10 Os 11.Ox 12.Oe

Imolied PIE

NiSource Inc. (NI)
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Exhibit 4: Forecasted Valuation Assuming Creation of MLP

F’SL Case NO. 2013-00167
AG Set 1 DR No. 247
Attachment A
Resp6c Moul
Page 381 otGYO

NTM- MCP Valuation Uritipla fan TransmissIon and Storage

Electric Services
Natural Gas Utilities
Transmission and Storage

Total Enterprise? Equity Value
cash & Equivalents
Short-term Debt
Long-tens Debt

Less No? Debt
Total Equity Value

Shares Outstanding
Per Share

Current Share Price (Feb 19, 291 2(
Return

Dividend per share tEst.)
Dieldend Yield

Total Return

2015E EPS
Implied PtE

2598 2696 179.1 P/E 16Ox It On 20.Ox
4673 205.8 673.1 EV(EBITDA too lOOx 11 Ox
505.5 115.3 620.8 EVIEBITDA I 1250 13 5x 1550 I

2,866.2 3,224.4 3,582,7
6,057.9 6,731.0 7,404.1
7,759.5 8,3803 9,621.8

16,683.6 18,335.7 20,608.6
83.1 83.1 83.1

1,264.1 1,284,1 1,284.1
6,819.1 6,819.1 6,819.1
8,020.1 8,020.1 8,020.1

Source: Company data, Credit Suisse estimates

• Exhibits 3 and 4 show how by forming an MLP and enjoying a higher EV/EBITDA
multiple for NI’s Transmission and Storage assets may already be priced into the
shares (or at least a portion of the potential). We wrote just 2 months ago that we
believed NI shares had limited further upside at least from a multiple expansion
standpoint. We have been proven wrong as NI shares have rallied by 13% since

• reporting 4Q12 results. Still some investors may find the 3% yield and 3-5% dividend
growth or 7% total return opportunity, assuming that NI’s continue to trade at today’s
lofty levels appealing. Compared to MLPs which comprise the bulk of our coverage,
we believe that there are better opportunities there. Offsetting the downside:

NiSource Inc. (NI),

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

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

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

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

6

n r In II In murupie cnreepnse value, oquiry value

FElT D&A EBITDA?NI Metric Low Base Hinh Low Htah

8,663.5 10,315.6 12,588.5

310 310 310
$27.97 $40.57

$30.73 $30.73 $30.73
(6%) 12% 35%

$0.96 $0.86 SOOt
3% 3% 3%

(3%) 16% 38%

51.75 $1.75 $1.75
16.Ox 192s 23.2x

,--

034.00
maIled PIE 19.50
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Exhibit 5: Valuations are Extended on a forward PIE basis: NI Trading Over 2 Standard Deviations Above Its Average
Multiple and Its Peers Are Trading Over 3 Standard Deviations_Above their Average P/E MupIe

23.00 Average of NI: 13.9x
Latest for NI (412912013): 19.3x

21.00 -

19.00

17.00

15.00

Forward PIE - NI vs Peers

Both NI and its peers ate trading at the high end of the forward P/E ranges for the last 10
years. NI has averaged 13.9x forward PIE and its peers have averaged 14.6x forward P/E.
As of Apr 30, NI trades at I 9.6x forward EPS while peers trade at 21 .4x or 92% of the peer
group and a l,8x discount to peers. NI trades on average at 99% of the S&P 500 and
currently at 135% of the S&P 500 while its peers trade at 149% of the S&P 500. The
premium for NI and peers to the broader market is on account of the stability of the cash
flows relative to the broader market, particularly in light of supportive Federal Reserve
policy that is expected to continue until at least 2015. Consequently, we are seeing
investors looking past the NTM to 2015 expected earnings for names such as NI.

7

Average of Peers: 14.6x
Latest Avg for Peers (412912013): 21.2x

— Latest Median for Peers (4129113): 19.3x

13.00

11.00

9.00

7.00

‘
‘ . ‘

Source: Factset, Credit $uisse estimates. Peers: CNP, 0, PCG, OKE, SRE, $TR, WMB

NiSource Inc. (NI)
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—NI Forward PIE as % of SEP 500 PIE Average of Peers

— NI Forward PIE as % of Peers —Average — — Avg *1 Std 0ev —
— Avg -1 Std Des

Source: FactSet, Credit Suisse estimates

8
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Exhthit 6: NI PIE as Pct of S&P 500 Are 3 Std Deviations Above Average and Peer Group. PIE as Pct of S&P 500 Over 2 Std Dev Above Average

Forward P/E as ¾ of S&P 500 - NI vs Peers
150%

140%

130%
Averacje of Peers: 104%

120% I Latest for Peers (413012013): 149%

5.
110% I

100%

90%

80%

70% Latest for NI (413012013): 136%

60%

r & & & & & &o o o o o o o o o

Source: FactSet, Credit Suisse estimates

E:h)bit 7: NI trades at an average of 95% Forward PIE relative to peers, 92% currently

Ni Forward P/E as % of Peers
120%

115% . Average: 95%
Latest (4130113): 92%

110%

105%

100%

95%

90%

85%

80%

75%

70% -1-

9o o 9o RO 9o o o o o 9

NiSource Inc. (NI)
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Risks
We view the business model for NI as lower risk than MLPs that comprise the bulk of our
coverage universe. Most of its growth capital projects are for replacement of existing
infrastructure and which has the added security of having enabling legislation and or
enabling regulatory settlements in a number of its service areas to help assure cost
recovery in rates. It reached a customer modernization settlement with the FERC for an
initial 5 years and $1 .5B in investment for its Columbia Pipeline group. Legislation in
support of electric infrastructure modernization in Indiana has been enacted. New
legislation in Virginia and Maryland is also supportive of infrastructure investment for
natural gas distribution systems and NI also reached a settlement with the Pennsylvania
PUC regarding a rate increase and the use of a forward test year for its natural gas
distribution system there.

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

Commodity price risk is very low and under the current regulatory regime is recovered in
utility rates.

The main risk in our view is valuation — as explained above NI and for that matter its peers
have reached extended valuation levels when considered from a historical PIE
perspective. However, given very low income from bonds, income oriented investors have
been increasingly taken to low risk utility business models as a yield alternative.
Consequently Ni’s shares are up 27% YTD with no meaningful change in earnings
outlook. The shares yield 3% and the company is guiding to 3-5% dividend growth giving
7% annual return potential all else being equal. The Federal Reserve has indicated
intention to provide monetary policy support through 2015 in the form of continuing
aggressive purchases of US government issues. Thus, a key risk as far as valuation is
concerned is mean reversion and/or a change in Federal Reserve policy brought on by
political or other external events that are not in the current forecast.

NiSource Inc. (NI)
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Companies Mentioned (Price as of 30-Apr-2073)

NiSource Inc. (NI N, $30.73, NEUTRAL, TP $31.0)

Disclosure Appendix

Important Global Disclosures

John Edwards, CFA, Scott Fogleman, Brett Reilly, CFA and Bhavesh Lodaya each certify, with respect to the companies or securities that the
individual analyzes, that (1)the views expressed in this report accurately reflect his or her personal views about all of the subject companies and
securities and (2) no part of his or her compensation was, is or will be directly or indirectly related to the specific recommendations or views
expressed in this report.

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

NI.N Closing Price Target Price
— Target Price Closing Rice NI.N

Date (US$) (US$) Rating
15-Dec-10 17,09 18.00 N *

06-Feb-11 18.40 19.00 30 Iw’
06-May-11 19.44 20.00

N
26

02-May-12 25.04 26.00
01-Aug-12 25.38 27.00 15
20-Feb-13 27.04 29.00 1- fl- 11 1- iii- 11 1- n- 12 1- Iii- 12 1- bn- 13
* Asterisk signifies initiation or assumption of coverage. NEUTRAL

The analyst(s) responsible for preparing this research report received Compensation that is based upon various factors including Credit Suisse’s
total revenues, a portion of which are generated by Credit Suisse’s investment banking activities

As of December 10, 2012 Analysts’ stock rating are defined as follows:
Outperform (0): The stock’s total return is expected to outperform the relevant benchmark*over the next 12 months.
Neutral (N) : The stock’s total return is expected to be in line with the relevant benchmark* over the next 12 months.

Underperform (U) : The stock’s total retum is expected to underperform the relevant benchmark* over the next 12 months.
*Relevant benchmark by region: As of 70th December 2072, Japanese ratings are based on a stock’s total return relative to the analyst’s coverage universe which

consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most attractive, Neutrals the less attractive, and
Underperforms the least attractive investment opportunities. As of 2nd October 2072, U.S. and Canadian as well as European ratings are based on a stock’s total
return relative to the analyst’s coverage universe which consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the
most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. For Latin American and non-Japan Asia stocks, ratings
are based on a stock’s total return relative to the average total return of the relevant country or regional benchmark; Australia, New Zealand are, and prior to 2nd
October 2032 U.S. and Canadian ratings were based on (1) a stock’s absolute total return potential to its current share price and (2) the relative attractiveness of a
stock’s total return potential within an analyst’s coverage universe. For Australian and New Zealand stocks, 72-month rolling yield is incorporated in the absolute total
return calculation and a 75% and a 7.5% threshold replace the 70-15% level in the Outperform and Underperform stock rating definitions, respectively. The 15% and
7.5% thresholds replace the +30-75% and -70-75% levels in the Neutral stock rating definition, respectively. Prior to 70th December 2072, Japanese ratings were
based on a stock’s total return relative to the average total return of the relevant country or regional benchmark.

Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications,
including an investment recommendation, during the course of Credit Suisse’s engagement in an investment banking transaction and in certain other
circumstances.

Volatility Indicator [VI : A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24
months or the analyst expects significant volatility going forward.

Analysts’ sector weightings are distinct from analysts’ stock ratings and are based on the analyst’s expectations for the fundamentals and/or
valuation of the sector* relative to the group’s historic fundamentals and/or valuation:
Overweight: The analyst’s expectation for the sector’s fundamentals and/or valuation is favorable over the next 12 months.
Market Weight : The analyst’s expectation for the sector’s fundamentals and/or valuation is neutral over the next 12 months.
Underweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months.
*An analyst’s coverage sector consists of all companies covered by the analyst within the relevant sector. An analyst may cover multiple sectors.
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Credit Suisse’s distribution of stock ratings (and banking clients) is:

Global Ratings Distribution

Rating Versus universe (%) Of which banking clients (%)
Outperform/Buy* 42% (53% banking clients)NeutrallHold* 39% (47% banking clients)
UnderperformlSell* 15% (39% banking clients)
Restricted 3%
*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform. Neutral, and Underperform most closely
correspond to Buy, Hold, and Sell, respectively: however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to
definitions above.) An investor’s decision to buy or sell a security should be based on investment objectives, current holdin gs, and other individual factors.

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the
market that may have a material impact on the research views or opinions stated herein.
Credit Suisse’s policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please refer
to Credit Suisse’s Policies for Managing Conflicts of Interest in connection with Investment Research: http://www.csfb.com/research and
analytics/disclaimer/managing_conflicts_disclaimer.html
Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot
be used, by any taxpayer for the purposes of avoiding any penalties.

Price Target: (12 months) for NiSource Inc. (NIN)

Method: We derive our 12-month price target of $31 for NiSource via a forward P/E valuation. Our price is based on a P/E multiple of 17-19x
201 5E EPS estimate of $1.75, which is at the upper end of NI’s historic trading range but below its historic average relative to peers.

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

Please refer to the firm’s disclosure website at www.credit-suisse.comlresearchdisclosures for the definitions of abbreviations typically used in the
target price method and risk sections.

See the Companies Mentioned section for full company names

The subject company (NI.N) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit Suisse.
Credit Suisse provided investment banking services to the subject company (NI.N) within the past 12 months.
Credit Suisse has managed or co-managed a public offeng of securities for the subject company (NI.N) within the past 12 months.
Credit Suisse has received investment banking related compensation from the subject company (NI.N) within the past 12 months
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (NI.N) within the next 3
months.

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

Important Regional Disclosures

Singapore recipients should contact Credit Suisse AG, Singapore Branch for any matters arising from this research report.
The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company (NI .N) within the past 12
months

Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting shares; RVS--Restricted Voting Shares;
SVS--Subordinate Voting Shares.

Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report.
For Credit Suisse Securities (Canada), Inc.’s policies and procedures regarding the dissemination of equity research, please visit
http://www.cstb.com/Iegaljerms/canada_research_policy.shtml.
As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report.
Principal is not guaranteed in the case of equities because equity prices are variable.
Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that.
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For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit
suisse.com/tesearchdisclosures or call +1(877) 291-2683.
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References in this report to Credf Suisse include all of the subsdisdes and affiliates of Credt Suisse operating under ftc investment banking division. For more informaton on our structure, please use thefollowing link: hffou://vA’!o.credif-uuisne,com’who we nrc/en/This report may contain matedal that is not directed to, or intended for disthbuton to or use by, any person orentty who is a cftizen or resident of
or thcated in any thcaihy. state, counhy orotherjudsdtfon where such disfdbufion, publication, availsbdty orusewoud be confmryto law or regulation orwhthwould sutect Crsdh Suisse AG oils affiliates. (“CS) to any regefrabo n or licessing requirement within such judsdttion. Au matehal presented in this report, unless specifoally indicated otherwise, is under copyfight to CS. None ofthe material, nor its
content nor any copy of it may be shared hi any way, transnithed to, rxpied ordtsthbuted to any other party, without the phoreupress wdften pemtson of Cs. AM trademarks, service marks and thgos usedin this report ste trademarks or seMce marks or ragitsered trademarks or servthe marks of CS or its affitafes. The information, tools and material presented in this report are prodded to you for information
purposes only and are not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscitbe for securities or other tnancial instruments. CS may not have taken any steps toensure that the secudites rsferred to in this report are suitable for any particular investor. CS will not treat recipients of this report as its customers by drtue of their receiving this report. The investments andservices contained or wfermd to in this mport may not be suitable for you and it is recommended that you consuit an independent investment adviser f you am in doubt about such investments or investment
services. Nothing in this report constitutes investment legal, aseounhng or fax advice, or a mpresentahon that any investment or sfmtegy at suitable or appmpdafe to your indatdual circumstances, orotherwise consthutes a personal recomnmndatbn to you. CS does not eddse on the tax consequences of investments and you are advised to contact an independent fax adviser. Please note in particular
that the bases and levels oftaxahon may change. lnbmaiton and opinions presented in this report have been Obtatned or derived hem sources beheved by CS to be ratiable, but CS makes no repmsentahon
as to their accuracy or sempleteness, CS accepts no liability for bss adsing from the use of the material presented in this report, except that this exdusicn of liability does not apply to the extent that suchliability aitses underspecffc statutes or regulations applicable to CS. This report is not to be mlied upon in substitution forthe exercise of independentjudgmeni CS may have issued, and may in the futureissue, other communications that are inconsistent relic, and mach different conclusions from, the infoerration presented in this report. Those mmmunicahons reflect the different assumptions, dems andanalytical methods ofthe analysts who prepared them and CS is under no obligation to ensure that such other communications are brought to the attention of any recipient of this report. CS may, to the eufent
perrethed by law, parfidpate or invest in tinancing transactions with the issuer(s) of the securities referred to in this report, perform services for or solicit business from such issuers, and/or have s posthon orholding, orothermatedal interest, oreffad kansachoos, in such sesuitties orophons thereon, orother invesbrrents related thereto, In addition, it amy make markets in the secuittes mentioned in the material
presented in this report CS may have, wtthin the last three years, served as manager or co-manager of a putt offedng of securities for, or currenty may make a primary market in issues of, any or all of theeothias mentioned in this repart ormay be providing, orhave provided within the previous 12 runths, signffcant advice or invesfurent seriases in retafion to the investmentrmncemed ora related inveshnentAdditional informahon is, subject to duties of confidentiality, available on request Some investments referred to in this report will be offered solely by a single entity and in the case of some investments solely
by CS, or an associate of CS or CS may be the only market maker in such investments. Past performance should not be taken as an indication or guarantee of future peffonnance, and no representation or
warranty, evpress or implied, is made regarding future performance. Infurmation, opinions and eshmates contained in this report reflect a judgment at its original date of publication by CS and are subject tochange without notice. The price, value of and income from any of the securihes or financial instruments mentioned in this report can fall as well as rise, The value of securities and financial instremants is
sebjed to euchange rate fiuctuahon that may have a positive or edverse effect on the price or eseme of sech securities or financial instremeMs. Investors in securities such as ADR’s, the values of which areinfluenced by currency volahlhy, effectively assume this risk. Structured securities are complex instmments, typically involve a high degree of risk and am intended for sale only to sophisticated investors whoare capable of understanding and assunring the risks involved. The market value ofany sbdured security may be affected by changes in eareorrE, financial and pdthcal tactors (indeding, bat not limited to,spot and forward interest and exchange rates), rime to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured
product should conduct their own investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. Some investments discussed inthis report may have a high level of volatility. High volafllhy investments may experience sudden and large falls in their value causing losses when that investment is realised. Those losses may equal youroriginal investment Indeed, in the case of some investments the potenhal losses mey exceed the amount of inhal investment and, in such circumstances, you may be required to pay more money to support
those losses. lncorrre yielos from investments may fluctuate and, in consequence, inital capital paid to make the investment may be used as part of that income yield. Some investments may not be readily
realisable aed it may be difficufi to sell or realise those investments, similariy it may prove difficut for you to obtain reliable infornabon aboat the value, or risks, to which such an inveshsent is exposed. Thinreport mey provide the addresses ot or contain hyperiinks to, websites. Except to the extent to which the report refers to website materiat of CS, CS has not reviewed any such site and takes no responsititfity
for the content contained therein. Such address or hyperiink (including addresses or hyperiinks to CS’s own website material) is provided solely for your conven’ence and information and the content of anysuch websfie does not in any may form part of this document Accessing such webste or following such link through this report or CS’s website shall be at your own risk This report is issued and distributed inEurope (except Switzeriand( by Credit Suisse Securities (Europe( Limited, One Cabet Square, London E14 40J, England, which is regulated in the United Kingdom by The Financial Services Authority
(“FSA”(. This report is being disifibated in Germany by Credit Suisse Securities (Europo( This report is being distributed in the Untied States and Canada by Credit Suisse Securities (USA( LLC; in Switzerland• by Cmdf Suisse AG; in Brazil by Banco de Invesfimentos Credit Suisse (Brasil) S.A or its affliates; in Mexico by Banco Cmdt Suisse (Mhsico(, S.A. (transactions retated to the securities mentioned in thinreport will only be effected in compliance with applicable regulahon(; in Japan by Credit Suisse Securities (Japan) Limited, Finandal Instruments Firm, Director-General of Kanto Local Finance Bureau
(I0nsho( No. 66, a menter of Japan Securihes Dealers Association, The Finandal Fatures Assoctahon of Japan, Japan Investment Advisers Association, Type II Financial Instmments Firms Association;
elsewhere in Asia] Pacific by whichever of the following is the appropriately authorised entity in the relevant jurisdch . Credit Suisse (Hong Kong( Limited, Credit Suisse Equines (Austmlia) Umited, CreditSuisse Securities (Thailand( Umited, having registered address at 990 Abdulrahim Place, 27 Floor, Unfi 2701, Rama IV Road, Silom, Bangrak, Bangkok 10500, Thailand, Tel. +66 2614 6000, Credit SuisseSecurities (Malaysia) Son Bhd, Credit Suisse AG, Singapore Branch, Credit Suisse Securities (Indis( Private Umited regulated by the Securities and Exchange Bcerd of India (registmtion Nos.1NB230970637; 1NF230970637; 1NB010970631; 1NF010970631), having registered address at 9th Floor, Ceejay House, Dr.A.B. Road, Won, Mumbai - 16, India, T- +91-22 6777 3777, Credfi SuisseSecurities (Europe) Umhed, Seoul Branch, Credit Suisse AG, Tatpat Securities Branch, PT Credit Suisse Securities Indonesia, Credit Suisse Securities (Philippines (Inc., and etsewhers in the world by the
relevant authorised affiliate of the above. Research on Taiwanese securities produced by Crsdfi Suisse AG, Taipei Securities Branch has been prepared by a registered Senior Business Person. Researchprovided to residents of Malaysia is authorised by the Head of Research for Credit Suisse Securities (Mstaysia( Son Bhd, to whom they should direct any queries on +603 2723 2020. This report has beenprepared end issued tordisiabubon in Singapore to institutional investors, accredited investors and expert investors (each as defined under the Financial Advisers Regulations( only, end is also distributed byCredit Suisse AG, Singapore branch to overseas investors (as defined under the Financial Advisors Regulations). By virtue of your status as an insfituitonal investor, accredited investor, expert investor or
overseas investor, Credit Suisse AG, Singapore branch is exempted from complying whh certain compliance requirements under the Financial Advisers Act, Chapter 110 of Singapore (the “FM”), the
Financial Advisers Regulations and the relevant Notices and Guidatines issued thereunder, in respect of any financial advisory service which Credit Suisse AG, Singapore branch may provide to you. Thisresearch may not contorm to Canadian dindceure requiremenf& In (urisdtoions where CS is not already registered or licensed to trade in securihes, tmnsactiens will only be effected in accordance withapplicable securities legislation, which will vary from jurisdiction to jurisdiction and may require that the tmde be made in accordance with applicable exemptions ham regishston or licensing requirements.
Non-U.S. customers wishing to effect a transaction should contact a CS entity in their local jurisdiction unless goveming tam permits otherwise. U.S. customers wishing to effects tmssacton should do so onlyby contacting a representative at Credit Suisse Securities (USA) LLC in the U.S. Please note that this research was originally prepared and issued by CS fur distribution to their markat protessional endinsthstional investor customers. Recipients who are not market professional or institutional investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment
decision based on this report or for any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK or to other matters which am not regulated bythe FSA or in respect of which the protections of the FSA for private customers and/or the UK cornpenssfion scheme may not be available, and further details as to where this may be the case are available
upon request in respect of this report. CS may provide various serAcesto US muniopal enflites or obligated persons (“municipalities”), including suggesting individual transactions or trades and entering intosuch tmnssctions. Any services CS provides to munictpalties are not viewed es “advice” within the meaning of Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act. CS inproviding any sech services and heated intormation solely on an arm’s length basis end notes an advisor or fiduciary to the meniopaluty. In connection with the provision of the any sech services, there in noagreement, director indirect, between any municipality (including the officials, management, employees or agents thereofl and CS for CS to provide advice to the municipality. Municipalities should consutwith their financial, accounting and legal advisors regarding any such services provided by CS. In addtlon, CS is not acting for direct or indirect compensation to solicit the municipality on behafi of anunaff listed broker, dealer, municipal securiites dealer, municipal advisor, or investment adviser torthe purpose of obtaining or retaining an engagement by the municipality tor or in connection whh Municipal
Financial Products, the issuance of municipal securities, or of an investment adviser to provide investment advisory services to oron behafi of the municipality. If this report is being disatbated bye financial
institution other than Credit Suisse AG, or its affltaies, that financial insthution is soiely responsible for distribution. Clients of that institution should contact that instauhon to effect a transaction in the securities
mentioned in thin report or require further inton’naton. This report does not constitute investment advice by Credit Suisse to the dents of the distributing financial insthuiton, and neither Credit Suisse AG, itsaffiliates, and their respective officers, directors and employees accept any liability whatsoever for any direct or consequential loss arising ham their use of this report or its content Principal is not guaranteed.
Commission is the commission raie or the amount agreed with a customer when setting up an account or at any rime after that
Copyright© 2013 CREDIT SUISSE AG and/or its affiliates. All rights reserved.

Investment principal on bonds CBfl be eroded depending on sale price or market price. In addition, there are bonds on which investment prinCipal can
• be eroded due to changes in redemption amounts. Care is required when investing in such instruments.

When you purchase non-listed Japanese fined income securities (Japanese government bends, Japanese muniopal bends, Japanese govemment guaranteed bends, Japanese corporate beads) ham CS
as a selier, you will be requested to pay the purchase price only.
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NiSource Inc (NI)

Beat and Raise
• 2012 Results Beat: NI reported 2Q12 diluted EPS of $0.23/share, above

our estimated $0.17/share. The Electric segment was well above our
estimates with Gas distribution also beating while Gas Transmission &
Storage was in-line. NI also announced a $0.01/share, (4.3%) dividend
increase, to $0.24.

• Utica Shale Update: Management provided an update on its Utica and
Marcellus opportunities with a focus on the recently announced JVs with
privately-held, Hilcorp Energy. NI is forming a $300mm JV (Pennant
Midstream) that will develop 400mmcf/d gathering and 200mmcf/d gas
processing with volumes coming from Hilcorp acreage dedications and
another separate JV in which NI contributes 14,000 of its 100,000—200,000
acres of mineral rights. Note, our model does not assign any value for the
Utica potential yet.

• Raising Estimates Above Guidance: Management reiterated its 2012 EPS
guidance range of $1.40 - $1 .50/share. We now forecast NI to generate
earnings above guidance ($1 .54/share) given the large beat to estimates. NI
reiterated its $1.4B capital expenditure plan for 2012 and raised its cap ex
outlook primarily on growing visibility to modernization in its gas distribution
and pipeline segments and growth opportunities embedded in gas
transmission and storage (around the Marcellus and Utica shale plays).

• Maintain Neutral and Increase TP to $27: We maintain our Neutral rating
and increase our TP to $27. Our new TP equates to a PIE multiple of 17x
our NIM Basic EPS est. of $1.57.

Financial and valuation metrics
Year 12/hA 12112E 12113E 12/14E
EPS (CS adj) (US$) 7.31 1.48 1.63 1.75
Prey. EPS (USS) — 1.42 1.54 7.65
P/E (x) 19.5 17.3 15.7 14.6
P/E rel. (%) 136.8 129.9 132.7 135.9
Revenue (uS$ m) 5,7949 5,064.0 5,047.2 5268.7
EBITDA (US$ m) 1,499.5 1,724.4 1,888.1 2,012.9
OCFPS (US$) 3.02 4.55 3.64 4.58
P/OCF (x) 7.9 5.6 7.0 5.6
EV/EBITDA (current) 10.1 8.8 8.0 7.5
Net debt (US$ m) 7,942 7,650 7,802 7,906
ROIC (%) 4.86 5.49 5.71 5.81
Number of shares (m) 284.91 IC (current, US$ m) 12,939.60
BV/share (Next Qtr., USS) 18.3 EV/IC (x) 1.2
Net debt (Next Qtr., US$ m) 7,848.6 Dividend (Next Qtr., US$) 0.24
Net debt/tot cap (Next Qtr., %) 153.7 Dividend yield (¾) 0.94
Source: Company data, Credit Suisse estimates.

DISCLOSURE APPENDIX CONTAINS ANALYST CERTIFICATIONS AND THE STATUS OF NON-US ANALYSTS. U.S.
Disclosure: Credit Suisse does and seeks to do business with companies covered in its research reports. As a result,
investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors
should consider this report as only a single factor in making their investment decision.
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JNCREAE TARGET PRICE
Rating NEUTRAL*
Price (31 Jul 12, US$) 25.59
Target price (US$) (from 26.00) 27.001
52-week price range 25.64 - 18.27
Market cap. (US$ m) 7,290.74
Enterprise value (US$ m) 14,940.82
Stock ratings are relative to the relevant country benchmark.
‘Target price is for 72 months.

Research Analysts

John Edwards, CFA
713 890 1594

iohn.edwatds@credit-suisse.com

Scott Fogleman
713 890 1596

scott.fogleman @credit-suisse.com

Brett Reilly, CFA
212 538 3749

brett.reilly@credit-suisse.com

Bhavesh Lodaya
212 325 2337

bhavesh.Iodaya@credit-suisse.com

Share price performance

Daty Aug02. 2011 -Jul 31,2012,8(02111 = US$20.12

Aug-il Nov-li Feb-12 May-12
— Price — Indexed S&P 500 INDEX

On 07/37/72 the S&P 500 INDEX closed at 7379.32

Quarterly EPS 01 02 03 04
2011A 072 0.16 0.11 0.31
2012E 0.73 0.23 0.15 0.40
2013E 0.71 0.26 0.19 0.47
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Company Description
NI is a diversified energy company that operates in three segments including natural gas
distribution, gas transmission and storage, and electric operations. Rate regulated
operations account for the majority of NI’s operating earnings. NI’s gas distribution
operations serve 3.3 million customers across seven states. NI’s gas transmission and
storage operations comprise 15,500 miles of pipe and 640 billion cubic feet of storage
capacity. The electric operations consist of its Northern Indiana utility, Northern Indiana
Public Service Company (NIPSCO), which serves approximately 450,000 customers.

Investment Thesis
NI offers an attractive dividend yield coupled with visible earnings growth driven by
infrastructure investments across its diverse portfolio of mostly regulated businesses. In
recent years, NI has shed non-core assets, substantially de-risked earnings at its gas
utilities, and has begun to leverage its attractive natural gas pipeline footprint in the
Marcellus Shale with the potential for Marcellus-like growth in the Utica Shale in Ohio
where NI holds substantial acreage. NI also has a $4.35 billion, 10-15 year infrastructure
replacement program at its gas utilities and a $850mm environmental investment program
at its electric utility that should drive above average earnings growth (—7%/year) over the
next several years. Importantly, we believe NI has the liquidity ($1 .4B), balance sheet, and
opportunity set in place to maintain an annual cap ex program of approximately $1 .5
billion.

Additional Color
• Cap Ex Opportunities Likely to Rise: With $4B in infrastructure modernization

opportunities in its gas distribution business over the next 10-15 years, $850mm in
environmental initiatives, growing likelihood of another $200mm transmission project,
its recent $300mm JV with Hilcorp which could grow to $1B, and an asset footprint
right on top of one of the richest shale plays in North America, we believe NI’s cap ex
run rate going forward is likely to be in the $1 .5B range, up from our previous
assumption of $1 .OB.

• Earnings Growth Could Accelerate: Given the growing visibility of the slate of
opportunities, we believe EPS growth is likely to move from the 5% range that
management has targeted, to —7% over the next few years.

• Modeling 4% Dividend Growth: We believe NI is likely to resume dividend growth in
2012. We are modeling a $0.01/shr increase (4%) growth when NI declares its
distribution for 3Q12. Our model forecasts with a $0.01/shr increase, NI will have 64%
payout ratio. We are forecasting —4% annual dividend growth rate going forward.

• Forward Equity Sales Update: NI intends to access its forward equity draw by
September 2012. To recap, NI entered into a forward equity agreement in September
2010 that will result in the issuance of 25mm shares by September 2012. We expect
the equity issuance will provide about $350mm in proceeds to NI that would help
finance its growth plans in 2012.

• MLP Option A Couple of Years Out: We believe management still views an MLP as
a viable option to help finance growth of its midstream business but we now do not
expect NI to pursue this strategy for at least the next couple of years. In tact the issue
was not raised on the conference call.

• Liquidity: NI had a net available liquidity of $1.4Bmm at the end of 2Q12.

NiSource Inc (NI) 2
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Valuation
Our target price of $27 is based on a projected NTM price to earnings multiple of —17
times. NI appears fairly valued based on price to earnings and sum-of-the-parts analysis,
in our view. The stock trades at price to earnings multiples of —16.6x 2012E and —15.5x
201 3E, respectively.
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Our 12-month target price of

$27 is based on 17 times
NTM EPS

Electric Services
Natural Gas Utilities
Transmission and Storage

Total Enterprise! Eqaity Value
Cash & Equivalents
Short-term DebI
Lang-term Debt

Less Net Debt
Total Equity Value

Shores outstanding
Per Share

Current Share Pdce (Jul31, 20t2)
Return

Dividend per share (Est.)
Dividend Yield

Total Return

NTM EPS
Implied P/E

Source: Company data, Credit Suisse estimates

Electric Services
Natural Gas Utilities
Transmission and Storage

Total Enterprise! Equ/ty Value
Cash & Equivalents
Short-term Debt
Long-term Debt

Less Net Debt
Tatal Equity Value

Shares Outstanding
Per Share

Current Share Price (Feb 1, 2012)
Return

Dividend per share (Est.)
Dividend Yield

Tvtut Return

2013E EPS
Implied P/E

‘a’”
ERITOA/Nl

Source: Company data, Credit Suisse estimates

Exhibits 1 and 2 show how by forming an MLP and enjoying a higher EV/EBITDA multiple
for NI’s Transmission and Storage assets may already be priced into the shares. We
believe NI shares currently price in its growth potential and have limited further upside
given how NI’s MLP plans are at least 2 years into the future in our view. Offsetting that
downside is the location of NI’s assets which are proximate to shale plays that offer some
of the strongest returns to producers in the US.

3

E>ihibit 1: Sum of the Parts Valuation
N M NI M Multiple enterprIse naiue i equity value
EBIT D&A EBITDA!NI MetrIc Low Base High Law High

2,5064 2,673.5 2,840.6
5,731.4 6,068.5 6,405.6
5,273.8 5666.6 5,859.8

13,511.6 14306.8 15,106.0
137.8 137.8 137.8
731,5 731.5 731.5

6,806.9 6,806.9 6,806.9
7,400.6 7,400.6 7,4006

250.1 253.9 167,1 P/E tS.Oo 16.Ox 17.Ox
473.9 200.4 674.3 EV/EBITDA 6.50 9.05 9.5e
442.9 143.1 586.0 EV/E8ITDA 9.Oe 9.5e lOOx

Implied P/E

0,111_a b,aua,u I,,00.q

320 320 320
$19.09 $24.07

025.63 625.63 $25.63
(26%) (16%) (6%(

50.95 50.95 $0.95
4% 4% 4%

(22%) (12%) (2%)

$1.54 $1.54 $1.54
12.4x 14.Ox 15.7x

(O
$2200
14.30

Applying “normal’ valuation
multiples to Ni’s three
segments results in a 12
month target pnce of $22 —

well below where NI
currently trades

In a scenario wnere an MLP
is created. we forecast
2013E target valuation of
$27/share i.e. —16x 2013E
EPS

ERIT

. Exhibit 2: Forecasted 2013E Valuation Assuming Creation of MLP

Multiple

Enterprise Value! Ec,u.ty Value
MaIn,, Low Ruse H/oh LowGSA Hioh

2,547,5 2,717.4 2,887.2
6,116,7 6,476.5 6,836.3
6,460.0 6,788.5 7,097.1

15,144.2 15,982.4 16,820.6
137.8 137.0 137.8
731.5 731.5 731.5

6,806.0 6,6069 6,806.9
7,400.6 7,4006 7,400.6

254.2 259.6 169.8 P/E tS,Ox 16.Ox 17.Oe
510,7 208.9 719.0 EV/E0ITDA 0,5e ROe 9.50
467.0 150,1 617.1 EV/E8ITDA I tO,5x liDs 11.5x I

Implied PIE

(,v4J.b

320
$24.19

$25.63
(6%)

$0.00
0%

(6%)

01.65
14.6x

a,qeu.a

320
$29.43

$2563
15%

$0.00
0%

15%

$1.65
17.8x

e,sol.o

320
525,81

$25.63

$0.00
0%

5%

$1.65
16.2x

r,woe/,
I $27.06 I

16.30
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4 Wg Pine Gathering
System

5 Millennium
Expansion

6 VEPCO Power Plant
Transportation

7 West Side Expansion

So Utica Minerals
Arrangement
(Upstream)

Sb PennantJV
lMidstreaml

9 East Side Expansion

In Execution

Itarcellus: -70 Miles of pipeline with
multiple interstate interconnections —

Western PA (.420 MMcLDay(

Marcellus: Mainline compression —

Stagecoach to Ramapo (.--120K DtWDay(

Gas Generation: Pipeline to service Virginia
Electric Powers Hew 1.305 MW Plant (*250K
Dth:Day)

Marcelltis: Transport Marcellus Gas south to
Gulf Coast Markets (+000K DthiDay(

Utica: Developing the hydrocarbon potential
an a significant combined acreatje position
itt the UticaPoint Pleasant Region.

Utica: Phase 1 —50 Miles of pipeline (400
MMcfDayl and an HOC processing facility
(200MMcf: Day)

Utica: 00 Mites of gathering and 230 Mcf.Day
of Processing — Eastern OH

Project Updates

Eciibit 3: NI’s Growing List of Growth Projects — the Pennant JV Moved from In Devpment to In Execution
Project Description

Completed (2012)

1 Line W6 Expansion Marcellus: Additional compression —

between Loudoun. VA & Leach. KY
(.175K Dth:Dayl

2 Smithfield Project Marcellus: Pipeline and compressor
modifications — near Smithtield, VAt &
Waynesbiirg. PA (.100K Dth:Day(

Rimeesburg Marcellus: Line expansion — North Central
Expansion PA (.10K DthLlay(

CapEx In-Service

$13M 202012

314M 202012

56M 20.2t12

315DM Year-end 2012

047M

(NI —522M1

S3SM

402012

202014

8

.11
2

7

-320DM

10

1

In Development/Negotiations

Marcellus: Connect Marcellss Gas to
growing Mid-Atlantic Markets
(200-300K DthDav(

Quick Link Utica: Transport processed Utica Gas to the
Project Cnltimhia Gas System (-500K DthiDay(

In Evaluation

402014

Drilling Begins
2112012

530DM 302013
(lit S150M(

TED 211:2010

TED 40.2015

TED TED
Projected

11 Eaitway Gathering
S Processing

Source: Company Presentation

The Changes ifl Exhibit 3 from the Q1 :12 Conference Call is:

(1) the Pennant JV moved from the “in development” category to “in execution” giving
credence to NI’s accelerating growth potential;

(2) NI also changed the VLPCO pipeline service to a 2Q:14 in-service from mid-2014
providing slightly greater granularity;

(3) The East Side Expansion project has been given a projected in-service date.

(4) The Quick Link project has been added.

4
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Ni’s Key Projects Timeilne
Key Path Forwa

Markers
Ecuit Issuance 3400M

(24-month Fomard Agmefl’ex:)

evuances 5vM & vDLbE2D12(
t,taLrces S31bt.t1’2O12, (S322Ml3I2Dt3)

DRIP. —340f.Vyear

Columbia Gas of MA — Rat
(F nalEffectve)

Cotumb a Gas o’ PA — Rate Case
(FinS / Effect ve(

strantucture Rxp aconent
(—$32CMeaj

XPSCO— EGO I & 2
(Construct cc FOOl n-Se; cv

NSCO — EGOS
CPCN Files 3-20111 Approva-Pendirg I Corstmct on)

MISO rapsmiss,on lnprnonisent Pros
Eng neerg ! Eay Cor.slructtcn)

Cig Pine Ganrerins — Cent’a PA
,n-SctV,Ce(

\EPCO Power Plant Transportaesv Project
(FERC ApproQaI / (n-Service 202014)

Mi) enn em Pipeline — Maini no Erpanslon
I n-Semcel

Line WE Evpansjor
n-Scm ce)

Utica Minea 5 Arranç.. -,

Ageen-ent I to-&yecv’ioni

Pennant J’. — Phase . °rotect
(Agreement i (n-Service)

$mithfietr Project
(In-Scm cei

Co unbia Gas Mcde
Customer 0 scusnlans I TarpeW; 2013 tn-p en-entar OW

Rnlxrnbug Ekpansicn
In-Sem ccl

West SOc Expacn on
Wincing L-T Agreements i In-Service 40 2014i

Actual Y0Y% Comments

49 12% Regulatory and infrastructure programs
38 58% Reg initiatives, expired contracts moved to current rates
85 8% Growth projects placed in service; Columbia Gulf rate case
(7) -43%

164 23%
94 9%
(1) 367%
24 48%
47 42%

287 3%

$0.17 40%
$016 38%

50.23 4%

Source: Company data, Credit Suisse estimates

5

I.
0

Eta,
0

m

0

-d
‘II

0
-4

0

Source: Company Presentation

Financiais

Lamest Variance Was in the Electric Seament
2Q12 2Q12

Segment EBIT
Gas Distribution
NIPSCO Electric
Gas Transmission & Storage
Other

Total EBIT (recurring)

Duff. 2Q11

Interest Expense
Other Expenses
Taxes

Recuning Net Income

Estimate 01ff. (%)

51 3 6%
38 22 57%
94 (2) -3%
(5) 1 -15%

179 23 13%
101 3 3%

0 (3) NA
27 8 28%
51 16 31%

Actual

55
60
92
(4)

202
103

(3)
35
67

296

$0.23
$0.23

$0.24

Diluted Wtd Avg shares outstanding

Recurring EPS Basic
Recurring EPS-Diluted

Dividend per share

294 2 1%

$017 $0.05 30%

$0.23 $0.01 4%

NiSource Inc (NI)
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Segment EBIT
Gas Distribution
NIPSCO Electric
Gas Transmission & Storage
Other

Total EBf (recurring)
Interest Expense
Other Expenses
Taxes

Recurring Net Income

Old estimates
30120 4Q12E 2012E 2013E 2014E 2015E 2016E

3 140 441 496 518 539 564
75 42 204 213 230 246 264
93 115 440 468 513 544 578
(1) (2) (6) 3 1 1 1

170 295 1,079 1,180 1,262 1,331 1,407
99 99 402 417 439 443 450
0 0 tI) 0 0 0 0

25 71 242 273 296 320 344
45 126 436 490 527 568 612

Diluted WId Avg shares outstanding 318 319 306 320 322 324 326

Recurring EPS-Basic $0.15 $0.41 $1.47 $1.58 $1.69 $1.81 $1.94
Recurring EPS-Diluted $0.14 $0.39 $1.42 $1.53 $1.94 $1.75 51.88

Dividend per share $0.24 $8.24 $0.94 $9.98 $1.02 $1.06 $1.10

Source: Company data, Credit Suisse estimates

321 321 308 322 322 322 323 322 324 326 328

$0.15 $0.41 $1.54 $0.74 $0.27 $0.19 $0.48 $1.69 $1.82 $1.91 $2.03
88.15 $0.40 $1.48 $0.71 $0.26 $0.19 $0.47 $1.63 $1.75 $1.84 $1.90

$0.24 $0.24 $0.95 $9.24 $0.24 $0.25 $0.25 $0.98 $1.02 $1.06 $1.10

6

New eetmates
3012h 4Q126 20126 1Q135 2Q13E 30136 40135 20136 20146 20156 20166

5 140 446 261 68 19 163 SIl 540 571 604
87 52 247 50 61 89 54 254 268 280 294
93 117 440 148 98 97 133 477 517 544 574
(3) (2) (6) 1 11 (3) 12) 7 5 5 5

182 307 1,12 460 239 202 347 1,249 1,330 1,400 1,476
99 107 422 106 108 108 112 417 439 443 450
0 0 (4) 0 0 0 0 0 0 0 0
26 72 252 126 47 34 85 273 296 320 344
56 128 456 228 84 61 151 559 595 637 682

NiSource Inc (NI)
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Companies Mentioned (Price as of 37 Jul 12)
NiSource Inc (NI, $25.59, NEUTRAL, TP $27.00)

Disclosure Appendix
Important Global Disclosures
I, John Edwards, CFA, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in
this report.
See the Companies Mentioned section for full company names.
3-Year Price, Target Price and Rating Change History Chart for NI
NI

26

Target
Price Initiationl
tURatinAssujption

18 N X

Date
12/15/10
2/6/11
5/6/11
6/16/11 X
8/2/11 20.12 21
10/28/11 22.52 24
5/2/12 25.04 26 X
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O=Outpertorm; N=Neulral; U=Underperform; R=Restricted; NR=Not Rated; NC=Not Covered
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revenues, a portion of which are generated by Credit Suisses investment banking activities.
Analysts’ stock ratings are defined as follows:
Outperform (0): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% (or more, depending on perceived
risk) over the next 12 months.
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ± 10-15%) over the next 12 months.
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months.*Relevant benchmark by region: As of 29th May 2009, Australia, New Zealand, U.S. and Canadian ratings are based on (7) a stock’s absolute total
return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe,
with Outperforms representing the most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities.
Some U.S. and Canadian ratings may fall outside the absolute total return ranges defined above, depending on market conditions and industry
factors. For Latin American, Japanese, and non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the analyst’s coverage
universe ee For Australian and New Zealand stocks, 72-month rolling yield is incorporated in the absolute total return calculation and a 75% and a
7.5% threshold replace the 70-75% level in the Outperform and Underperform stock rating definitions, respectively. The 75% and 7.5% thresholds
replace the + 70-75% and -70-75% levels in the Neutral stock rating definition, respectively.
**An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector.
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications,
including an investment recommendation, during the course of Credit Suisse’s engagement in an investment banking transaction and in certain other
circumstances.
Volatility Indicator [VI: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24
months or the analyst expects significant volatility going forward.

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**:. Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months.
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months.
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months.*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector.
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**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 72 months.. Credit Suisse’s distribution of stock ratings (and banking clients) is:
Global Ratings Distribution

Outperform/Buy* 46% (59% banking clients)
NeutrallHold* 42% (55% banking clients)
Underperform/Sell* 10% (48% banking clients)
Restricted 2%

For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy,
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor’s
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors.
Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the
market that may have a material impact on the research views or opinions stated herein.
Credit Suisses policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please refer to Credit
Suisse’s Policies for Managing Conflicts of Interest in connection with Investment Research:
hflw.csfb.conresearch-and-anatidisdaimerThianaging..conflicts_discIaimer.html
Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot
be used, by any taxpayer for the purposes of avoiding any penalties.
See the Companies Mentioned section for full company names.
Price Target: (12 months) for (NI)
Method: We derive our 12-month price target of $27 for NiSource via a forward P/E valuation. Our price is based on a PIE multiple of 17x our next
twelve months EPS estimate of $1.57, which is at the upper end of NI’s historic trading range. We believe this to be appropriate as NI has resolved
several key regulatory issues and is well positioned for growth. Our price target is also consistent with our sum of the parts valuation assuming NI
goes ahead with its MLP spinoff.
Risks: Main risks to our 12-month price target of $27 for NiSource are that it NI decides to scrap its plans to establish an MLP that investors would
flee the stock. Also, pipeline re-contracting risk and economic risk as NI’s electric utility is levered to the economy.
Please refer to the firm’s disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the
target price method and risk sections.

See the Companies Mentioned section for full company names.
The subject company (NI) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit Suisse.
Credit Suisse provided investment banking services to the subject company (NI) within the past 12 months.
Credit Suisse has received investment banking related compensation from the subject company (NI) within the past 12 months.
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (NI) within the next 3
months.
As of the date of this report, Credit Suisse Securities (USA) LLC makes a market in the securities of the subject company (NI).
Important Regional Disclosures
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report.
The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company (NI) within the past 12
months.
Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting shares; RVS--Restricted Voting Shares;
SVS--Subordinate Voting Shares.
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report.
For Credit Suisse Securities (Canada), Inc.’s policies and procedures regarding the dissemination of equity research, please visit
http://www.csfb.com/legaljermsIcanada_research_poIicy.shtmI.
As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report.
Principal is not guaranteed in the case of equities because equity prices are variable.
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that.
Taiwanese Disclosures: This research report is for reference only. Investors should carefully consider their own investment risk.
Investment results are the responsibility of the individual investor. Reports may not be reprinted without permission of CS. Reports
written by Taiwan-based analysts on non-Taiwan listed companies are not considered recommendations to buy or sell securities under
Taiwan Stock Exchange Operational Regulations Governing Securities Firms Recommending Trades in Securities to Customers.
To the extent this is a report authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important
disclosures regarding any non-U.S. analyst contributors:
The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts
listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on
communications with a subject company, public appearances and trading securities held by a research analyst account.
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For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit
• suisse.com/researchdisclosures or call 41(877) 291-2683.
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This report is not directed to, or intended for distñbution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdictionwhere such distribufion, publication, availability or use would be contrary to law or regulation or which would subject Cred Suisse AG, the Swiss bank, or its subsidianes or fts affiliates(“CS”) to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated othwwise, is undercopyright to CS. None ofthe material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. Alltrademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates.The information, tools and material presented in this report are provided to you for intormaftn purposes only and are not to be used or considered as an offer or the solicitation of anoffer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are sufiable forany particular investor. CS will not treat recipients as its customers by virtue of their receiving the report. The investments or services contained or reterred to in this report may not besuitable for you and it is recommended that you consult an independent investment advisor it you are in doubt about such investments or investment services. Nothing in this reportconstitutes investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwiseconstitutes a personal recommendation to you. CS does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Pleasenote in particular that the bases and levels of taxation may change.
CS believes The information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presented in the other sections of The reportwere obtained or derived from sources CS believes are reliable, but CS makes no representations as to their accuracy or completeness. Additional information is available uponrequest. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arisesunder specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may inthe future issue, a trading call regarding this security. Trading calls are short term trading opportunities based on market events and catalysts, while stock rafings reflect investmentrecommendafions based on expected total return over a 1 2-month penod as defined in the disclosure section. Because trading calls and stock ratings reflect different assumptions andanalytical methods, trading calls may differ directionally from the stock rating. In addition, CS may have issued, and may in the future issue, other reports that are inconsistent with, andreach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who preparedthem and CS is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. CS is involved in many businesses that relate tocompanies menfioned in This report. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading.
Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding futurepertormance, Information, opinions and estimates contained in this report reflect a judgement at its original date of publication by CS and are subject to change without notice. Theprice, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subjectto exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial insti’uments. Investors in securities such as ADR’s, thevalues of which are influenced by currency volatility, effectively assume this risk.
Structured securities are complex instruments, tWically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding andassuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot andforward interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing astructured product should conduct their own investigation and analysis of the product and consuft with their own professional advisers as to the risks involved in making such a purchase.Some investments discussed in this report have a high level of volatility. High volatility investments may experience sudden and large falls in Their value causing losses when thatinvestment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in. such circumstances you may be required to pay mote money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to makethe investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it mayprove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed.
This report may provide the addresses of, or contain hyperiinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed the linkedsite and takes no responsibility for the content contained therein. Such address or hyperiink (including addresses or hyperlinks to CS’s own website material) is provided solely for yourconvenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report orCS’s website shall be at your own risk.
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Daily Nov 07,2011 - Nov 05,2012, 11/07/11 = US$22.18

Nov-ti Feb-12 May-12 Aug-12
—Pitce — Indexed SOP 500 INDEX

On I 1J05/12 the S&P 500 INDEX closed at 7477.26

Quarterly EPS 07 02 03 04
2011A 0.72 0.16 0.11 0.31
2012E 0.73 0.23 0.05 0.42
2013E 0.71 0.26 0.78 0.49

EARNINGS

30 In-Line; Mostly Holding Outlook
• 3Q12 Results In-Line: NI reported 3Q12 diluted EPS of $0.05/share, in line

with our estimated $0.05/share. The Electric segment was below our
estimates offset by Gas distribution which by a similar amount. Gas
Transmission & Storage missed slightly offset by other which beat slightly.
NI held its dividend at $0.24/share.

• Update on a Number of Fronts: Management provided an update on its
West Side and East side expansion projects, its Pennant project which could
exceed $1 B (currently targeted at $300mm), its JV with Hilcorp to develop
100,000 acres in the Utica, its construction of FGD units in its NIPSCO unit,
and regulatory developments in its Gas Distribution business where it
received an order from the Mass DPU and its recent rate filing with the PA
commission.

• Mostly Holding Estimates In-Line with Guidance: Management reiterated
its 2012 EPS guidance range of $1.40 - $1.50/share. We are forecasting
$1.43/diluted share, up $0.02/share on a slight adjustment to the share
count as NI issued equity 24.265 mm shares pursuant to its forward equity
agreement.

• Maintain Neutral and Holding TP at $27: We maintain our Neutral rating
and hold our TP at $27. Our TP is based on a projected NTM price to
earnings multiple of —16.5-17.5x NTM EPS. Together with NTM dividend of
$0.97 translates to total return of 13%, which is consistent with our Neutral
rating.

Financial and valuation metrics
Year 12/hA -- 12112E 12173E 12114E
EPS (CS adj.) (USS) 7.31 1.43 7.64 1.72
Prey. EPS (US$)

— 1.41 1.66 1.74
PIE (x) 18.9 17.3 15.1 14.4
P/E rel. (%) 124.6 127.7 177.3 124.7
Revenue fuss m) 5,794.9 4,997.8 4,986.1 5,270.8
EBITDA (US$ m) 1,499.5 1,659.2 1,901.7 1,999.9
OCFPS fUS$) 3.02 4.68 3.66 4.56
P/QCF fx) 7.9 5.3 6.8 5.4
EV/EBITDA (current) 10.3 9.3 8.7 7.7
Net debt (USS m) 7,942 7,782 7,930 8,042
ROIC (%) 4.86 9 74
Number of shares (m) 309.76 IC (current, US$ m) 12,939.60
BV/share (Next Qtr., US$) 18.3 EV/IC fx) 1.2
Net debt (Next Qtr., US$ m) 7,848.6 Dividend (Next Qtr., US$) 0.24
Net debtltot cap (Next Qtr., %) 153.7 Dividend yield (%) 0.97
Source: Company data, Credit Suisse estimates.

DISCLOSURE APPENDIX CONTAINS ANALYST CERTIFICATIONS AND THE STATUS OF NON-US ANALYSTS. U.S.Disclosure: Credit Suisse does and seeks to do business with companies covered in its research reports. As a result,investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investorsshould consider this report as only a single factor in making their investment decision.
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Company Description
NI is a diversified energy company that operates in three segments including natural gas
distribution, gas transmission and storage, and electric operations. Rate regulated
operations account for the majority of NI’s operating earnings. NI’s gas distribution
operations serve 3.3 million customers across seven states. Ni’s gas transmission and
storage operations comprise 15,500 miles of pipe and 640 billion cubic feet of storage
capacity. The electric operations consist of its Northern Indiana utility, Northern Indiana
Public Service Company (NIPSCO), which serves approximately 450,000 customers.

Investment Thesis
NI offers an attractive dividend yield coupled with visible earnings growth driven by
infrastructure investments across its diverse portfolio of mostly regulated businesses. In
recent years, NI has shed non-core assets, substantially de-risked earnings at its gas
utilities, and has begun to leverage its attractive natural gas pipeline footprint in the
Marcellus Shale with the potential for Marcellus-like growth in the Utica Shale in Ohio
where NI holds substantial acreage. NI also has a $4.35 billion, 10-15 year infrastructure
replacement program at its gas utilities and a $850mm environmental investment program
at its electric utility that should drive above average earnings growth (—7%/year) over the
next several years. Importantly, we believe NI has the liquidity ($1 .4B), balance sheet, and
opportunity set in place to maintain an annual cap ex program of approximately $1.5
biliion-$1 .8B.

Outlook Largely Unchanged
• Cap Ex Opportunities of $25-$30b: NI reiterated from its analyst day that its

total inventory of infrastructure-focused investment opportunities is expected to be
in the range of $25-$30b and equivalent to $1 .5-$ 1 .8B/year.

• Earnings Growth of 5-7% expected: The EPS growth outlook guidance has
moved from 5%, to —5-7% long term and is consistent with our existing forecast.

• Modeling 4% Dividend Growth: Management reiterated its 3-5% dividend/share
growth guidance and 60-70% payout, which is consistent with our forecast.

• Forward Equity Sales Occurred in Sept as expected: NI intends to access its
forward equity draw by September 2012. To recap, NI entered into a forward
equity agreement in September 2010 that resulted in the issuance of 24.265mm
shares on September 10, 2012. The equity issuance provided $339mm in
proceeds.

• MLP Option A Couple of Years Out: We believe management still views an
MLP as a viable option to help finance growth of its midstream business but we
now do not expect NI to pursue this strategy for at least the next couple of years.
Once again, the issue was not raised on the conference call.

• Liquidity: NI had a net available liquidity from its revolving credit facility and
stand-by letters of credit in excess of $1.5Bmm at the end of 3Q12.

Call Highlights
• Millennium pipeline received FERC approval: NI’s Millennium pipeline received

FERC approval to add 12,000+ HP of compression in Orange County, NY with in
service targeted for Q1:13. NI is responsible for ½ of the $43mm project cost.

• West Side Project expansion is on track for late 2014 in service after receiving binding
precedent agreements. A FERC filing is scheduled for 1 H:1 3.

NiSource Inc (NI) 2
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• The 300mmcf/d East Side Project expansion has completed its precedent agreements.
The $200mm project, which moves gas from the Marcellus to East coast markets, is
due in service 03:15.

• The 50/50 Pennant Midstream JV with Hilcorp in which NI has invested $300mm for
the first phase of development is expected to be placed in service for H2:13. The first
phase consists of 400mmcf/d gathering and 200mmcf/d gas processing. However, NI
expects that the total opportunity could ultimately exceed $1 B ($500mm NI share).

• NI expects to invest approximately $250mm in an flue gas desulfurization unit
beginning in 2013 at its Michigan City coal plant. NI is continuing to move forward on
its $300mm Reynolds to Hiple transmission project and its $300mm Reynolds to
Greentown JV project. Both projects are scheduled for in-service toward the end of
the decade. NIPSCO expects to invest approximately $400-$450mm/year in its
NIPSCO electric infrastructure.

• NI’s Natural Gas Distribution business received an order from the Mass DPU to
increase its base revenues by $8mm/year and it recently file a rate increase request
with the PA Commission requesting an annual revenue increase of $77mm based on
infrastructure investments needed there. A decision on the request is expected H2:13.
Longer term infrastructure replacement in the Natural Gas Distribution segment is
expected to be $1 OB or more over the next 20 years.

Exhibit 1: NI Transmission and Storage Slate of Projects

NGT&S Reg uated ipeIine & Storage Growth Update

$3-4B Opportunity
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Exhibit 2: NI Natural Gas Transmission and Storage Midstream and Minerals Opportunity Slate
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NGT&S Midstream & Minerals Growth Update
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Valuation
• We holding our target price at $27 based on a projected

multiple of —16.5-17.5x NTM EPS. The stock trades at price
—173x 20122 and —15.4x 20132, respectively.

-
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NIM price to earnings
to earnings multiples of

• Applying “normal” valuation multiples to NI’s three segments results in a 12 month
target price of $23 — well below where NI currently trades

• Our 12-month target price of $27 is based on 17x NTM EPS
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NTM• Next Twelve Months Valuation

Elechic Services
Nabiral Gas Utlites
Transnissisn and Garage

Total Enterprise! Equity Value
Cash 8 Equivalenit
Short-lerm Debt
Long-lerm Debt

Less Net Debt
Total Equity Value

Shares OuGandung
Per Share

Current Share Price (Oct25, 2012)
Rekirn

Dividend per share (Eat)
Dividend Yieti

Total Return

NTM EPS
Inched PIE

Enterprise Value! Equity Value
Low Base High

2,572,2 2,743.7 2,915.2
5,973.4 6,324.8 6,676.1
5,452.5 5,755.4 6,058.3

13,998.1 14,823.8 15,649.6
137.0 137.6 137.8
731.5 731.5 731.5

5,6269 6,806.9 6,806.9
7,400.6 7,4006 7,400.6

Source: Company data, Credit Suisse estimates

• Exhibits 3 and 4 show how by forming an MLP and enjoying a higher EV/EBITDA
multiple for Ni’s Transmission and Storage assets may already be priced into the
shares (or at least a portion of the potential). We believe NI shares currently price in
its growth potential and have limited further upside given how NI’s MLP plans are at
least 2 years into the future in our view. Offsetting that downside is the location of Ni’s
assets which are proximate to shale plays that offer some of the strongest returns to
producers in the US.

NTM NTM Multiple
EBIT D&A EBITDA!Nl Metric Low Base High

256.7 256.8 17t.5 PIE 15.Ox 16.Ox 17,0x
498.2 204.6 702.8 EVIEBITDA 85x 9.Ox 9.Su
459.3 146.6 605.6 EV/EBITDA 9,0x 9.5e bOx

320
$20.61

$24.79
(17%)

$0.97
4%

(13%)

$1.57
13.lx

8,249.0

320
$25.77

$24.79

$0.97
4%

8%

$1.57
16.4x

1,453.0

320

$24.79
(6%)

$0.97
4%

(3%)

$1.57
14.7E

FOO
I 523.03 I

Source: Company data, Credit Suisse estimates

• In a scenario where an MLP is created, we forecast 2013E target valuation of
$30/share i.e. —18x 2013E EPS

Exhibit 4: Forecasted 2013E Valuation Assuming Creation of MLP
2913E - MLP Valuation Multiple for Transmission and Storage

2013E 20130 Multiple Enterprise Value! Eque
EBIT D&A EBITDA!Nl Metric Low Base High Law Base High

Elecbic$erdces 258.3 259.6 172.5 PIE 150s 16.Ox 17.Ox 2,587.9 2,760.5 2,933.0
Natjrat Gas UBites 521.1 208.9 730.0 EVIEBITDA 8 5v 9.Ox 9.5x 6,204.8 6,569.6 6,934,8
Transnishon and Garage 475.5 150.1 625.7 EVIEBITDA 1225 12 5x 13Oe I 7,507.9 7,820.8 8,133.6

Total Enterprise!EquityVolae 16,300.7 17,151.1 18,001.4
Cash & Equivalenti 137.0 137.8 137.8
Shorl-HrmDebt 731.5 731.5 731.5
Long-lerm Debt 6,806.9 6,806.9 6,006.9

Less Net Debt 7,400.6 7,400.6 7,400.6
Total Equity Value 8,000.1 9,750.5 10,600.8

Shares Oasanding 320 320 320
PerShare $27.81 $33.12

CurrentShare Price (Feb 1, 2012) $24.79 $24.79 $24.79
Retire 12% 23% 34%

Drvtiend per share (Est( $0.00 $0.00 $0.00
DMdend Yieat 0% 0% 0%

Total Return 12% 23% 34%

2013EEP$ $1.64 $1.64 $1.64
Implied P/E 16.9x lOSs 20.Ix

rSW
j 031).1l0

Implied PIE 18.2n

NiSource Inc (NI) 5
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Exhibit 5: NI Trades at a O.9x Forward PIE Multiple Discount to Peers on Average and
2.Ox Discount Currenty (1 6.5x vs. Peers at 18.5x)

PSC Case No. 2013-00167
AG Set 1 DR No. 247
Attachment A

Maul

Source: Company data, Credit Suisse estimates. Peers: CNP, 0, PCG, OKE, SRE, SIR, WMB

• Both NI and its peers are trading at the high end of the forward PIE ranges for the last
6 years. NI has averaged 13.7x forward P/E and its peers have averaged 14.6x
forward PIE. As of Nov 5, NI trades at 16.2x forward EPS while peers trade at 18.lx.
Thus, NI trades at 90% of the peer group and a 1 .9x discount to peers. NI trades on
average at 100% of the S&P 500 and currently at 124% of the S&P 500 while its peers
trade at 139% of the S&P 500. The premium for NI and peers to the broader market is. on account of the stability of the cash flows relative to the broader market, particularly
in light of sovereign debt risks.

• Given NI’S 5-7% EPS growth rate, offset by its balance sheet which leverage is above
average at 58% debt/capital and 4.5x debtILTM EBITDA we believe a discount
multiple to its peers is warranted. It has averaged 94% of the forward P/E relative to
peers which would translate to approximately 17.Jx, which is higher than 15.8X at
which it is currently trading. Using 16.5x-17.5x NTM EPS would translate to a
valuation range of $26-$27.50 or an average of —$27, supporting our target price of
$27.

Forward PIE - NI vs Peers
20.00

18.00 H

16.00

14.00 -
12.00

10.00 H

8.00 H

6.00

Average of NI: 13.7x
Latest for NI (11/05/201 2): 16.2x

Average of Peers: 1 4.6x
Latest for Peers (11/05/2012): 18.lx

oc, oc R o° o° o” o° &
—NI -Peer Average —SP500

NiSource Inc (NI) 6
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Exhibit 6: NI trades at 100% of the S&P 500 forward P/E on average and is currently at
124% of the S&P 500 forward PIE vs. peers currently at 139% of forward P/E vs. S&P 500
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Source: Company data, Credit Suisse estimates

Exhibit 7: NI trades at an average of 94% Forward P/E relative to peers, 89% currently

115%
NI Forward PIE as % of Peers

I
90%

85%

80%

75%

70%

Average: 94%
Latest (1 1/05/12): 89%

‘ 4” 4” c-’ 4” c-’ 4” c-’ 4” c’ 4” c

—NI Forward P/E as ¾ of Peers —Average — — Avg +1 Std Dev — — Avg-i Std 0ev

Source: Company data, Credit Suisse estimates

Average of Peers: 106%
Latest for Peers (11/05/2012): 139%

Average of NI: 100%
Latest for NI (11105/2012): 124%

-
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Financials
Exhibit 6: Quarterly Variances by segment
Quarterly Variance

Earnings Variance

3012 3Q12 CS Dift. 3Q11
Actual Estimate Diff. (%) Actual Comments

Segment EBITDA
Gas Distributon 64 53 11 21% 52
NIPSCO Electlc 141 149 (8) -5% 127
Gas Transmission & Storage 47 78 (31) -40% 101 Columbia Gulf vols below forecast
Other 2 2 (0) -11% (2)

Total EBITDA (recurring) 254 282 (28) -10% 277

Segment EBIT
Gas Distributon 15 5 11 218% 8 Rev beat O&M beat op taxes beat
NIPSCO Electric 78 87 (9) -11% 73 Sales below forecast
Gas Transmission & Storage 39 43 (5) -11% 68 D&A well below forecast
Other (2) (3) 1 -41% (7)

Total EBIT (recurring) 130 132 (2) -1% 142
InterestExpense 108 109 (1) -1% 96
Other Expenses (2) 0 (2)” NM (2)
Taxes 9 8 0 3% 15

Recurring Net Income 16 15 1 6% 33

Diluted WId Avg shares outstanding 300 321 (21) -6% 289

Recurring EPS - Diluted $0.05 $0.05 $0.00 0% $0.11

Dividend per share $0.24 $0.24 $0.00 0% $0.23
Source: Company data, Credit Suisse estimates

NiSource Inc (NI)
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Exhibit 9: Slight Trim to Outlook on Share Count Adjustment
Earnings Variance

Old estimates New Estimates
3Q12E 4Q12E 2012E 2013E 2014E 2015E 2016E 3Q12A 4Q12E 2012E 2013E 2014E 20f5E 2016E

Segment EBIT
Gas Distibution 5 142 448 518 548 579 612 15 141 458 521 551 582 615
NIPSCO Elecbic 87 52 247 254 268 280 294 78 52 240 258 272 284 298
GasTransnssion & Storage 43 129 402 489 505 533 564 39 129 371 476 489 515 545
Other (3) (2) (6) 7 5 5 5 (2) (2) 20 7 5 5 5

Total EBIT(recurring) 132 321 1,091 1,269 1,326 1,397 1,475 130 320 1,088 1,262 1,317 1,387 1,463
InterestExpense 109 108 423 417 439 443 450 108 108 423 417 439 443 450
Other Expenses 0 0 (4) 0 0 0 0 (2) 0 (6) 0 0 0 0
Taxes 8 77 239 273 296 320 344 9 76 239 273 296 320 344

Recurring Net Income 15 137 433 579 591 634 681 16 136 433 572 582 624 669

Diluted Vthd Avg shares outstanding 321 321 308 322 324 326 328 300 321 302 322 324 326 328

Recurring EPS . Basic $0.05 $0.44 $1.46 $1.72 $1.81 $1.90 $2.02 $0.05 $0.44 S1.48 $1.70 $1.77 $1.87 $1.98
Recurring EPS - Diluted $0.05 $0.43 $1.41 $1.66 $1.74 $1.84 $1.95 $0.05 $0.42 $1.43 $1.64 $1.72 $1.81 $1.92

Dividend pershare $0.24 $0.24 $0.95 $0.98 $1.02 $1.06 $1.10 $0.24 $0.24 $0.95 $0.98 $1.02 $1.06 $1.10

Financing & Credit Metrics
TotalDebtlTotalCap 59.0% 58.4% 58.4% 55.8% 54.2% 52.9% 50.7% 59.3% 58.8% 58.8% 56.2% 54.7% 53.4% 51.3%
NetDebt/TotelCap 58.8% 58.2% 58.2% 55.6% 54.0% 52.7% 50.6% 59.2% 58.7% 58.7% 56.1% 54.6% 53.3% 51.2%
NetDebt/Equily 142.9% 139.4% 139.4% 125.3% 117.6% 111.4% 102.3% 145.2% 142.2% 142.2% 128.0% 120.4% 114.3% 105.1%
SookValuePerShare $16.99 $17.16 $17.91 $19.36 $20.78 $22.08 $24.06 $18.04 $17.06 $18.10 $19.25 $20.63 $21.91 $23.85
Net DebtITTM EBITDA 4.9x 4.5x 4.5x 4.lx 3.9x 3.8x 3.6x 5.Ox 4.7x 4.7x 4.2x 4.Ox 3.9x 3.7x

Operating Statistics

Gas Distribution
Sales Voluaws(MMDth) 148 239 881 881 881 881 881 170 239 903 903 903 903 903
Customers (000s) 3,306 3,342 3,342 3,356 3,369 3,383 3,396 3,289 3,326 3,326 3,339 3,352 3,366 3,379
Gross Profit per Customer $81 $134 $473 $503 $523 $544 $566 $83 $134 $476 $505 $525 $546 $568
O&MperCustomer $55 $61 $231 $234 $239 $243 $249 $54 $61 $231 $233 $238 $243 $248

Electric Operations
Sales (GigawatHours) 4,859 4,260 17,496 17,730 17,920 18,058 18,197 4,622 4,260 17,260 17,491 17,679 17,815 17,953
Customers (000s) 456.6 457.8 457.8 457.8 457.8 457.8 457.8 457.2 457.8 457.8 457.8 457.8 457.8 457.8
GrossMarginlMegawaftHour $55.83 $54.77 $56.58 $57.72 $58.87 $60.05 $61.25 $58.67 $54.77 $57.36 $58.50 $59.67 $60.87 $62.08
O&M/MegawatHour $22.13 $24.05 $24.79 $25.16 $25.16 $25.16 $25.17 $22.13 $24.05 $25.49 $25.20 $25.20 $25.20 $25.20

Gas Transmission & Storage
Throughput (MMDth)

ColurnbiaTransnlssion 193 318 1,101 1,156 1,225 1,299 1,376 189 318 1,097 1,152 1,221 1,294 1,372
ColuntiaGult 270 276 1,010 1,010 1,010 1,010 1,010 206 276 946 997 997 997 997
CrossroadsGasPipeline 4 4 16 17 17 17 17 3 4 16 16 16 16 17
lnhasegmentelirrinafions (124) (124) (477) (477) (477) (477) (477) (86) (124) (439) (439) (439) (439) (439)
Total 343 474 1,651 1,706 1,776 1,849 1,927 312 474 1,620 1,726 1,795 1,869 1,946

Revenue Per Dekatherm $0.73 $0.67 $0.66 $0.68 $0.69 $0.71 $0.72 $0.60 $0.67 $0.63 $0.65 $0.67 $0.68 $0.69
O&M as % revenue 45.0% 45.0% 47.1% 41.6% 42.2% 42.1% 42.0% 45.0% 45.0% 47.3% 41.5% 42.2% 42.1% 42.0%
Source: Company data, Credit Suisse estimates

NiSource Inc (NI) 9
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Companies Mentioned (Price as of 05 Nov 72)
NiSource, Inc. (NI, $24.79, NEUTRAL, TP $27.00)

Disclosure Appendix
Important Global Disclosures
I, John Edwards, CFA, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in
this report.
See the Companies Mentioned section for full company names.
3-Year Price, Target Price and Rating Change History Chart for NI
NI Target

Price Initiation!
(US$) Rating AssumptionDate

12/15/10
2/6/11
5/6/11
6/16/11 X
8/2/11 20.12 21
10/28/11 22.52 24
5/2/12 25.04 26 X
8/1/12 25.38 27

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisses total
revenues, a portion of which are generated by Credit Suisses investment banking activities.
As of October, 2 2072 Analysts’ stock rating are defined as follows:
Outperform (0): The stock’s total return is expected to outperform the relevant benchmark* by at least 10-15% or more, (depending on perceived
risk) over the next 12 months.
Neutral (N): The stock’s total return is expected to be in line with the relevant benchmark* (range of ± 10-15%) over the next 12 months.
Underperform (U): The stock’s total return is expected to underperform the relevant benchmark* by 10-15% or more over the next 12 months.*Relevant benchmark by region: As of 2nd October 2072, U.S. and Canadian as well as European ratings are based on a stock’s total return relative
to the analyst’s coverage universe which consists of all companies covered by the analyst within the relevant sector, with Outperforms representing
the most attractive, Neutrals the less attractive, and Underpedorms the least attractive investment opportunities. For Latin American, Japanese, and
non-Japan Asia stocks, ratings are based on a stock’s total return relative to the average total return of the relevant country or regional benchmark;
Australia, New Zealand are, and prior to 2nd October 2072 U.S. and Canadian ratings were based on (1) a stock’s absolute total return potential to
its current share price and (2) the relative attractiveness of a stock’s total return potential within an analyst’s coverage universe. For Australian and
New Zealand stocks, 72-month rolling yield is incorporated in the absolute total return calculation and a 75% and a 7.5% threshold replace the 70-
75% level in the Outperform and Underperform stock rating definitions, respectively. The 75% and 7.5% thresholds replace the + 70-75% and - 70-
15% levels in the Neutral stock rating definition, respectively.
Restricted (R): In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications,
including an investment recommendation, during the course of Credit Suisse’s engagement in an investment banking transaction and in certain other
circumstances.

Volatility Indicator [VJ: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24
months or the analyst expects significant volatility going forward.

Analysts’ sector weightings are distinct from analysts’ stock ratings and are based on the analyst’s expectations
for the fundamentals and/or valuation of the sector* relative to the group’s historic fundamentals and/or
valuation:. Overweight: The analyst’s expectation for the sector’s fundamentals and/or valuation is favorable over the next 12 months.
Market Weight: The analyst’s expectation for the sector’s fundamentals and/or valuation is neutral over the next 12 months.
Underweight: The analyst’s expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months.*An analyst’s coverage sector consists of all companies covered by the analyst within the relevant sector. An analyst may cover multiple sectors.
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Credit Suisse’s distribution of stock ratings (and banking clients) is:
Global Ratings Distribution

OutperformlBuy* 43% (53% banking clients)
Neutral/Hold* 40% (49% banking clients)
UnderperformlSell* 1 5% (40% banking clients)
Restricted 3%

*For puposes of the NYSE and NASO ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy,Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor’sdecision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors.
Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the
market that may have a material impact on the research views or opinions stated herein.
Credit Suisse’s policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please refer to Credft
Suisse’s Policies for Managing Conflicts of Interest in connection wh Investment Research:
httpJw.cb.conresearch-and-an&disdaimerImanaging_conflicts_discIaimer.hbnl
Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot
be used, by any taxpayer for the purposes of avoiding any penalties.
See the Companies Mentioned section for full company names.
Price Target: (12 months) for (NI)
Method: We derive our 12-month price target of $27 for NiSource via a forward PIE valuation. Our price is based on a PIE multiple of 17x our next
twelve months EPS estimate ot $1.59, which is at the upper end of Ni’s historic trading range but below its historic average relative to peers. We
believe premium for peer group relative to broader market is warranted given stability of business models relative to broader market. NI is at a
discount to its historical relationship to peers owing to its leveraged balance sheet. Our price multiple is also consistent with a premium to its historic
average but at a discount relative to a sum of the parts valuation assuming NI goes ahead with its MLP spinoff. Howerver, we do not expect the
formation of an MLP for at least 2 years, justifying such discount to the sum of the parts.
Risks: Main risks to our 12-month price target of $27 for NiSource are a reduction in the premium investors pay for NI and peers based on greater
visibility to the economy resolving its sovereign debt issues, which would give greater visibility to sustainability of broad market economic growth and
could prompt investor rotation away from utilities and towards riskier broader market assets. Another financial collapse could also cause investors to
flee equities of all types including NI. Also, pipeline re-contracting risk and economic risk as NI’s electric utility is levered to the economy. An
unexpected tightening of Ni’s regulatory climate could also have an adverse impact to valuation.. Please refer to the firm’s disclosure website at www.credit-suisse.com/researchdisclosures for the definitions of abbreviations typically used in the
target price method and risk sections.

See the Companies Mentioned section for full company names.
The subject company (Ni) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit Suisse.
Credit Suisse provided investment banking services to the subject company (Ni) within the past 12 months.
Credit Suisse has received investment banking related compensation from the subject company (NI) within the past 12 months.
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (NI) within the next 3
months.
As of the date of this report, Credit Suisse Securities (USA) LLC makes a market in the securities of the subject company (NI).
Important Regional Disclosures
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report.
The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company (NI) within the past 12
months.
Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting shares; RVS--Restricted Voting Shares;
SVS--Subordinate Voting Shares.
Individuals receiving this report from a Canadian investment deater that is not affiliated with Credit Suisse should be advised that this report may not
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report.
For Credit Suisse Securities (Canada), Inc.’s policies and procedures regarding the dissemination of equity research, please visit
http:/Iwww.csfb.comllegal_termslcanada_research..policy.shtml.
As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report.
Principal is not guaranteed in the case of equities because equity prices are variable.
Commission is the commission rate or the amount agreed with a customer when setting up an account or at anytime after that.
Taiwanese Disclosures: This research report is for reference only. Investors should carefully consider their own investment risk.
Investment results are the responsibility of the individual investor. Reports may not be reprinted without permission of CS. Reports
written by Taiwan-based analysts on non-Taiwan listed companies are not considered recommendations to buy or sell securities under
Taiwan Stock Exchange Operational Regulations Governing Securities Firms Recommending Trades in Securities to Customers.
To the extent this is a report authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important
disclosures regarding any non-U.S. analyst contributors:
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The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts
• listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on

communications with a subject company, public appearances and trading securities held by a research analyst account.
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit
suisse.com/researchdisclosures or call +1(877) 291-2683.
Disclaimers continue on next page.
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Investment principal on bonds can be eroded depending on sale pñce or market puce. In addition, there are bonds on whichinvestment principal can be eroded due to changes in redemption amounts. Care is required when invesng in such instruments.When you purchase non-listed Japanese fixed income securities (Japanese government bonds, Japanese municipal bonds, Japanese government guaranteed bonds, Japanese corporate bonds)from CS as a seller, you will be requested to pay the purchase price only.
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!NCREASE TARGET PRICE

NI Remains Positioned for 5-7% EPS Growth.
Reiterate Neutral on Stretched Valuation.
• Maintaining Neutral, but Valuation Downside Risks Growing: Our TP

increases by $2, to $29, based on a projected price to earnings multiple of
—16x-19x 2014E EPS. Together with NTM dividend of $0.98 translates to
total return of (2%)-17% for a mid-point of 9%, which is — 400 bp below our
total return expectations for mid-stream MLP5. Our bias is that if NI shares
experience substantial appreciation relative to MLP5, our investment outlook
would be more pessimistic.

• Trimming Estimates for 2013 and Beyond: While 4Q:12 results were
roughly in line, we are cutting our numbers for 2013-2015 to more fully
reflect Ni’s guidance for 5-7% EPS growth over the long term which
translates to —$0. 10/share EPS growth for the 2013-2015 time frame.

• Risks: NI’s low risk business model of regulated assets operating in a
relatively benign regulatory environment, highly visible investment
opportunities in each of Ni’s segments together with a 3.5% dividend has
appeal to defensive, yield-oriented investors. However, we would expect that
flare-ups in the macro political, economic, or financial environment could
result in a pull-back in the valuation of the shares given that NI is trading at
over 3 turns above average and its peers are trading at nearly 5 turns above
average.

Financial and valuation metrics
Year 12/12A 12113E 12114E 12/15E
EPS (CS adj.)(US$) 1.43 1.55 1.64 1.75
Prey. EPS (US$) — 1.64 1.72 1.81
P/E (x) 19.1 17.6 16.6 15.6
P/E rel. (%) 129.5 128.3 134.6 141.3
Revenue (US$ m) 5,070.0 4,954.4 5,316.3 5,665.5
EBITDA (US$ m) 1,633.3 1,798.3 1,956.5 2,119.4
OCFPS (US$) 4.26 4.19 4.56 4.80
P/OCF (x) 5.8 6.5 6.0 5.7
EV/EBITDA (current) 10.1 9.2 8.4 7.8
Net debt (US$ m) 8,067 8,845 9,457 9,698
RD 9.(?4) 543 p.1.? 1 544

DISCLOSURE APPENDIX CONTAINS IMPORTANT DISCLOSURES, ANALYST CERTIFICATIONS, INFORMATION ON
TRADE ALERTS, ANALYST MODEL PORTFOLIOS AND THE STATUS OF NON-U.S ANALYSTS. US Disclosure: Credit
Suisse does and seeks to do business with companies covered in its research reports. As a result, investors should be aware
that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report
as only a single factor in making their investment decision.

Rating
Price (19 Feb 13, US$)
Target price (US$)
52-week price range
Market cap. (US$ m)
Enterprise value (US$ m)

NEUTRAL*
27.26

(from 27.00) 29,001
27.27 - 23.40

8,443.93
17,288.55

*Stock ratings are relative to the coverage universe in each
analyst’s or each team’s respective sector.
‘Target pnce is for 72 months.

Research Analysts

John Edwards, CFA
713 890 1594

john.edwards@credit-suisse.com
Scott Fogleman

713 890 1596
scoll.fogleman@credit-suisse.com

Brett Reilly, CFA
212 538 3749

brett. reilly@credit-suisse.com
Bhavesh Lodaya

212 325 2337
bhavesh.lodaya@credit-suisse.com

Share price performance

28
Daily Feb 21,2012- Feb 19, 2013, 2121/12 US$23.72

Feb-12 May-12 Aug-12 Nov-12
—Price Indexed S&P 500 INDEX

On 02/19/73 the S&P 500 INDEX closed at 7530.94

Quarterly EPS QI Q2 Q3 Q4 Number of shares (m) 309.76 IC (current, US$ m) 13,621.20
201 2A - 73 0.23 OlD OA4 BV/share (Next Qtr., US$) 18.8 EV/lC (x) 1.2
2013E 0.74 0.25 0.14 0.42 Net debt (Next Qtr., US$ m) 6,037.1 Dividend (current, US$) 0.98
2014E 0.77 0.28 0.16 0.44 Net debt/tot cap (Next Qtr., %) 140.5 Dividend yield (%) 0.88

Source: Company data, Credit Suisse estimates.
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Company Description
NI is a diversified energy company that operates in three segments including natural gas
distribution, gas transmission and storage, and electric operations. Rate regulated
operations account for the majority of NI’s operating earnings. NI’s gas distribution
operations serve 3.3 million customers across seven states. NI’s gas transmission and
storage operations comprise 15,000 miles of pipe and 639 billion cubic feet of storage
capacity. The electric operations consist of its Northern Indiana utility, Northern Indiana
Public Service Company (NIPSCO), which serves approximately 458,000 customers in 20
counties.

Investment Thesis
NI offers an attractive dividend yield coupled with visible earnings growth driven by
infrastructure investments across its diverse portfolio of mostly regulated businesses. In
recent years, NI has shed non-core assets, substantially de-risked earnings at its gas
utilities, and has begun to leverage its attractive natural gas pipeline footprint in the
Marcellus Shale with the potential for Marcellus-like growth in the Utica Shale in Ohio
where NI holds substantial acreage.

NI also has an inventory of project opportunities of —$103 in its regulated Gas Distribution
segment, $6-$8 billion in its regulated electric segment and $8-slOB in its Gas
Transmission and Storage Segment. See Exhibit 8 to Exhibit 11 for details. Importantly,
we believe NI has the liquidity ($13), balance sheet, and opportunity set in place to
maintain an annual cap ex program of approximately $1.5 billion-$1 .8B.

Outlook: Trimming to Align with Guidance
• Trimming our outlook: Our numbers were simply too high, primarily due to our

Corporate and other category being above guidance (8xnibit 1). We also adjusted our
share count and brought our Gas Distribution and Gas Transmission operating
earnings more in line with the guidance that NI published last fall. Operating earnings
in its Gas Distribution segment is expected to grow 7-9%/year, its electric segment is
expected to grow 7-9%/year and its Transmission and Storage segment is expected to
grow by 10-12%/year.

• Earnings Growth of 5-7% expected: Our forecast is consistent with managements
EPS growth outlook guidance of —5-7% long term.

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

• Liquidity: NI had a net available liquidity from its revolving credit facility and stand-by
letters of credit of —$1.03 at the end of 4Q12.

• Cap Ex Forecast of $25-$30b: We continue to expect NI has a total inventory of 25-
$30b (equivalent to $l.5-$1.8B/year) in .infrastructure focused investment
opportunities.

• MLP Option Not Raised: We believe management still views an MLP as a viable
option to help finance growth of its midstream business but we now do not expect NI
to pursue this strategy for at least the next couple of years. Once again, the issue was
not raised on the conference call.

NiSource Inc. (NI) 2



Segment EBITDA
Gas Distribution
NIPSCO Electric
Gas Transmission & Storage
Other

Total EBITDA (recurring)

Old estimates
4Q12E 2012E 2013E 2014E 2015E
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AG Set 1 DR No. 247
Attachment A

Maul

New Estimates
4Q12A 2012A 1QI3E 2Q13E 3Q13E 4013E 2013E 2014E 2015E

182 642 310 118 77 195 700 761 824
115 487 118 130 151 122 521 554 586
154 497 174 129 117 163 583 647 715
(2) (40) 6 4 (10) (6) (6) (6) (6)

449 1,587 608 381 335 474 1,798 1,956 2,119

Diluted Wtd Avg shares outstanding

Recurring EPS- Basic
Recurring EPS - Diluted

Dividend per share
Financing & Credit Metrics

Total Debt! Total Cap
Net Debt I Total Cap
Net Debt / Equity
Book Value Per Share
Net Debt / UM EBITDA

141 458 521 551 582
52 240 258 272 284
129 371 476 489 515
(2) 20 7 5 5

320 1,088 1262 1,317 1,387
108 423 417 439 443
0 (6) 0 0 0

76 239 273 296 320
136 433 572 582 624

134 450 259 67 24 141 490 532 577
52 239 54 65 86 55 260 281 303
129 388 139 91 78 124 432 477 524
(1) (6) 4 1 (12) (9) (16) (17) (18)

313 1,071 455 225 176 311 1,167 1,274 1,386
104 418 103 103 108 112 426 476 524
4 (2) 0 0 0 0 0 0 0
69 228 123 43 24 70 273 296 320
136 427 229 79 44 130

--

468 502 542

59.3% 59.3% 58.5% 59.5% 60.5% 60.6% 60.6% 61.2% 59.6%
59.2% 59.2% 58.4°k 59,4% 60.4% 60.5% 60.5% 61.1% 59.5%

145.2% 145.2% 140.5% 146.4% 152.7% 153.0% 153.0% 156.9% 147.1%
$17.92 $18.53 $18.43 $18.46 $18.36 $18.54 $18.58 $19.25 $20.93

Six 4.9x 5.Ox Six 4.9x 4.9x 4.9x 4.8x 4.6x

Operating Statistics

Gas Distribution
Sales Volumes (MMDth)
Customers (‘OOOs)

Gross Profit per Customer
O&M per Customer

239 903 903 903 903
3,326 3,326 3339 3,352 3,366

$134 $476 $505 $525 $546
$61 $231 $233 $238 $243

259 923 309 185 170 259 923 923 923
3,347 3,347 3,351 3,354 3,357 3,361 3,361 3,374 3,388

$127 $467 $172 $101 $87 $134 $493 $518 $544
$61 $229 $62 $55 $55 $62 $233 $238 $242

Electric Operations
Sales )Gigawatt Hours)
Customers (‘OOOs)

Gross Margin/Megawatt Hour
O&M/Megawatt Hour

4,260 17,260 17,491 17,679 17,815
457.8 457.8 457.8 457.8 457.8

$54.77 $57.36 $58.85 $60.03 $61.23
$24.05 $25.49 $25.20 $25.20 $25.20

4,009 17,008 4,183 4,309 4,680 4,065 17,238 17,424 17,559
458.3 458.3 457.5 457.4 457.2 458.3 458.3 458.3 458.3

$61.96 $59.09 561.06 $59.20 $60.87 $64.29 $61.30 $62.99 $64.72
$29.66 $26.83 $28.83 $25.43 $24.97 $30.10 $27.23 $27.23 $27.23

Gas Transmission & Storage
Throughput )MMDth)

Columbia Transmission
Columbia Gulf
Crossroads Gas Pipeline
Intrasegment eliminations
Total

329 1,108 385 214 192 334 1,124 1,169 1,239
213 883 228 236 257 213 934 943 953

4 16 4 4 3 4 16 16 16
(108) (423) (106) (123) (86) (108) (423) (423) (423)
438 1,584 511 331 366 443 1,652 1,706 1,786

CREDIT SUISSE

Exhibit 1: Bringing 2013-2015 Estimates Down to Align More Closely With Guidance
Earnings Variance

191 641 727 822 873
115 495 514 563 588
164 538 640 712 757

3 14 28 27 27
473 1,688 1,909 2,124 2,245

Segment EBIT
Gas Distribution
NIPSCO Electric
Gas Transmission & Storage
Other

Total EBIT (recurring)
Interest Expense
Other Expenses
Taxes

Recurring Net Income

321 302 322 324 326 310 300 310 311 311 312 311 313 315

$0.44 $1.48 $1.70 $1.77 $1.87 $0.44 $1.46 $0.74 $0.25 $0.14 $0.42 $1.55 $1.64 $1.75
$0.42 $1.43 $1.64 $1.72 $1.81 $0.44 $1.43 $0.74 $0.25 $0.14 $0.42 $1.55 $1.64 $1.75

$0.24 $0.95 $0.98 $1.02 $1.06 $0.24 $0.95 $0.24 $0.24 $0.25 $0.25 $0.98 $1.02 $1.06

58.8% 58.8% 59.7% 59.7% 58.0%
58.7% 58.7% 59.6% 59.7% 58.0%

142.2% 142.2% 147.6% 148.2% 138.1%
$17.06 $18.10 $18.24 $18.90 $20.35

4.7x 4.7x 4.4x 4.4x 4.2x

Revenue Per Dekatherm
O&M as % revenue

318 1,097 1,152 1,221 1,294
276 946 997 997 997

4 16 16 16 16
(124) (439) (439) (439) (439)
474 1,620 1,726 1,795 1,869

$0.67 $0.63 $0.65 $0.67 $0.68
45.0% 47.3% 41.5% 42.2% 42.1%

Source: Company data, Credit Suisse estimates

$0.67 $0.63 $0.55 $0.74 $0.61 $0.67 $0.63 $0.68 $0.73
45.7% 47.6% 35.0% 45.0% 45.0% 42.0% 41.5% 41.0% 42.0%

NiSource Inc. (NI) 3
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Eibit 2: 4Q:12 Results Mostly In-Line
• Earnings Variance

4Q12 4Q12 CS

r. L.ase N) U 13-UU Of

AG Set 1 DR No. 247
Attachment A
flFItJ. Maul
Page1’Sof 0

Diluted Wtd Avg shares outstanding 310 321 (11) -3%
Equity issuance late last 0 impacted less

291 than est

Recurring EPS - Diluted

Dividend per share

$0.44 $0.42 $0.00 0% $0.31

$0.24 $0.24 $0.00 0% $0.23

Source: Company data, Credit Suisse estimates

Actual Estimate Duff. (%)

182 191 (9) -5%
115 115 0 0%
154 164 (10) -6%

(2) 3 (5) -159%
449 473 (24) -5%

Segment EBITDA
Gas Distribution
NIPSCO Electric
Gas Transmission & Storage
Other

Total EBITDA (recurring)

Segment EBIT
Gas Distribution
NIPSCO Electric
Gas Transmission & Storage
Other

Total EBIT (recurring)

Duff. 4Q11
Actual Comments

52
96

121 Below forcast throughput
(14)
255

Interest Expense
Other Expenses
Taxes

Recurring Net Income

134 141 (7) -5% 141 weather 5% warmer than normal
52 52 (1) -1% 43 In line

129 129 (0) 0% 89 In line
(1) (2) 1 -45% (20)

313 320 (7) .2% 253
104 108 (4) -4% 97

4 0 4 NM 13
69 76 (7) -9% 52

136 136 0 0% 91

. Financing & Credit Metrics
Total Debt/Total Cap 61.4% 57.0% 4.4% 7.7% 61.4%
Net Debt / Total Cap 61.4% 57.0% 4.4% 7.7% 61.4%
Net Debt / Equity 158.9% 132.7% 26.3% 19.8% 158.9%
Book ValuePerShare $17.73 $17.86 ($0.13) ($0.01) $17.73
Net Debt / TTM EBITDA 5.4x 4.4x 1 Ox 0.2x 5.4x

NiSource Inc. (NI) 4
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Valuation
• We are raising out target price by $2, to $29, based on a projected price to earnings

multiple of —16-19x 2014E EPS. The stock trades at price to earnings multiples of
—17.6x 2013E and —16.5x 2014E, respectively.

• Applying ‘normal” valuation multiples to Ni’s three segments results in a 12 month
target price of $26 — below where NI currently trades.

Exhibit 3: Sum of the Parts Valuation
NTM - N.xt Twelve Months Valuation

Electric Services
Natural Gas Unities
Transmission and Storage

___________ ___________

Total Enterprise) Equity Value
Cash & Equivalents
Shod-term Debt
Long-leon Debt

Less Net Debt

_________ __________

Total Equity Value

Shares Outstanding
Per Share

Current Share Price (Feb 19.2013)
Retum

Dividend per share )Eot.)
Dividend Yield

Total Retum

20149 EPS
Implied PIE

HIM HIM Multiple
EBIT D&A EBITDAINI Metric Law Base High

260.2 260,4 173.8 PIE 16.Ox 17.Ox lOSe
490.3 200.8 700.2 EVIE8ITDA 9.Ox 9,50 lOSe
432.4 150.6 583.1 EV/EBITDA 10.00 11.Ox 12.Ox

boserpose Value I cqoity varue
Low Base High

2,780.8 29046 3,128.4
6,301.9 6,652.0 7,002.2
5,830.6 6,413.7 6,096.8

14,913,4 16,020.3 17,127.3
83.1 83.1 83.1

1,284.? 1,284.1 1,284.1
6,819.? 6,818.1 6,819.1
8,020.1 8,020 1 8,020 1
b,00j.j o,oeo.a 0,701%

310 310 310
$22.21 1!7 $29.35

$27.25 02725 $27.25
(15%) (2%) 11%

$0.98 $0.98 50.98
4% 4% 4%

(11%) 2% 15%

$1.84 $1.64 $1.64
13.5x 15.7u 17.9x

E126.DW”
I $00.00 I

15.90Implied PIE

Source.’ Company data, Credit Suisse estimates

• In a scenario where an MLP is created, we forecast 2013E target valuation of
$29/share i.e. —17.6x 2013E EPS

xhibit 4: Forecasted 2013E Valuation Assuming Creation of MLP
2013E- MLP Valuation Multiple for TransmissIon and Storage

2013E 2013E Multiple Enterprise Value? Equity Value
EBIT D&A EBITDA?NI Metric Low Base High Low High

Electric Services 2602 260.4 1738 P/E 16 Cx 17Cc lOOn 2,780.8 2,954.6 3,128.4
Natural Gas Unities 490.3 209.9 700.2 EVIE8ITDA 9 Ox 9.5o IC Ox 6,301.9 6,652.0 7,002,2
Transmission and Storage 432.4 150.6 593.1 EV/EBITDA I 12.Ox 12 5x 13 Ox I 6.996,8 7.2803 7,5798

Total Enterprise? Equity Value 16,079.5 16,994.9 17,710.4
Cush & Equivalents 03 1 83.1 03.1
Short-term Debt 1,284,1 1,284.1 1,284.1
Long-term Debt 6,819.? 6,819.1 6,819.1

Less Net Debt 8,020.1 8,020.1 8,020.1
Total Equity Value 8,059.4 8,874.8 9,690.3

Shares Outstanding 310 310 310
Per Sham $26.02 $31.23

Current Share Price (Feb 19. 2012) $27.25 $27.25 $27.25
Return (1%) 10% 18%

Dividend per share (Ext.) $0.98 $0.98 $0.98
Dividend Yield 4% 4% 4%

Total Return 3% 13% 22%

2014E EPS $1.64 $1.54 $1.84
Implied PIE 15.8o 17.Ex 19.Ox

I
ImplIed PIE 17.6o

Source: Company data, Credit Suisse estimates

Ni5ource Inc. (NI) 5
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• Exhibits 3 and 4 show how by forming an MLP and enjoying a higher EV/EBITDA
multiple for NI’s Transmission and Storage assets may already be priced into the
shares (or at least a portion of the potential). We believe NT shares currently price in its
growth potential and have limited further upside at least from a multiple expansion
standpoint given how NI’s MLP plans are at least two years into the future in our view
and the currently stretched valuation which we discuss in more detail below. Offsetting
the downside:

o (1) the execution of numerous infrastructure replacement programs in
each of its gas distribution utilities,

o (2) execution of environmental cost recovery mechanisms for its
environmental enhancements to its electric utility generation fleet along
with a distribution modernizations program that it is working to establish
from a recovery standpoint via legislation SB560,

o (3) a 5-year settlement agreement with the FERC to begin a systematic
$300mmlyear infrastructure replacement program on its Columbia Gas
Transmission system.

o (4) Execution and development of NI’s assets which are proximate to
shale plays that offer some of the strongest returns to producers in the
US.

Exhibit 5: NI Trades at a O.94x Forward PIE Multiple to Peers on Average and O.9x
Currently (17.lx vs. Peers at 19.6x)

Forward PIE - NI vs Peers

20.00

18.00

16.00

p
10.00

8.00 1
6.00

Q — (e’.° 4(Q 0 Q — ——
—NI PeerAverage —SP500

Source: FactSet, Credit Suisse estimates. Peers: CNP, 0, PCG, OKE, SRE, STR, WMB

Both NI and its peers are trading at the high end of the forward P/E ranges for the last 6
years. NI has averaged 13.7x forward PIE and its peers have averaged 14.6x forward P/E.
As of Feb 19, NI trades at 17.lx forward EPS while peers trade at 19.6x or 90% of the
peer group and a 2.5 turn discount to peers. NI trades on average at 100% of the S&P 500
and currently at 122% of the S&P 500 while its peers trade at 141% of the S&P 500. The
premium for NI and peers to the broader market is on account of the stability of the cash
flows relative to the broader market, particularly in light of sovereign debt risks.

1400

12.00 -.

Average of NI: 13.7x
Latest for NI (211912013): 17.lx

Average of Peers: 14.6x
Latest for Peers (2119/2013): 19.6x

NiSource Inc. (NI) 6
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Average of Peers: 105%
Latest for Peers (2/1912013): 141%

—NI Forward PIE as % of S&P 500 PIE Average of Peers

Source: FactSet, Credit Suisse estimates

7: NI trades at an average of 94% Forward PIE relative to peers, 87% currently

NI Forward PIE as ¾ of Peers
115% 1

110% H

105%

100%

95%

90%

85%

80%

75%

70%

Q — _(eQ —

—NI Forward PIE as % of Peers —Average — — Avg +1 Std Dev — — Avg-i Std Dev

Source: FactSet, Credit Suisse estimates

Exhibft 6: NI trades at 100% of the S&P 500 forward PIE on average and is currently at
122% of the S&P 500 forward P/E vs. peers currently at 142% of forward P/E vs. S&P 500

150%
Forward P/E as % of S&P 500 - NI vs Peers

140%

IL
110%

100% i .

90% S-”,i LI

80%
Averof NI 96/

70% Latest for NI (211912013): 122%

60%

n Average: 94%
Lat t(2119113): 87%

NiSource Inc. (NI) 7
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Snapshot of Projects by Segment

Exhibit 8: Ni’s Projects in the Natural Gas Distribution Segment

NGD Infrastructure Investment Update

Columbia Gas of
Ohio S150M - $200M 20* Years
Tracked Execution of established Infrastructure Replacement Program (IRP),
annual tracker filings mth 5-year program renewal (next renewal 2017)

Columbia Gas of
Z Pennsylvania S100M - 5150M 20+ Years

Rate Case/Tracked Execution of established Infrastructure Replacement
Program; current recovery utilizes forward teat year rate ease filings
supplemented by periodic OS/C Stings under Act 11

Columbia Gas of
Massachusetts S25M - 550M 20. Years
Tracked Execution of established infrastructure Replacement Program, annual
tracker tunas, program approved iri 2009 and expanded/n 2012 rate case

Columbia Gas of
Virginia S20M - S35M 20* Years
Tracked: Execution of established Infrastructure Replacement Program, annual
tracker filings wit/i 5-year program renewal (next renewal 2017)

Columbia Gas of
Kentucky S1OM-S15M 20+Years
Tracked Execution of established Infrastructure Replacement Program nit/i
annual tracker fdinqs

Columbia Gas of
Maiyland $5M - $10M 20* Years
Rate Case/Tracked Execution of established Infrastructure Replacement
Program; rate case filings with make rMde filings for ito to Three subsequent
years

‘ NIPSCO - Gas TED TED
Relatively modem gas system, wiTh some opcortutity for reolacementofagmg
infrastructure to improve reliability and system integrity (currenty working to
establ:sh DSIC type legislation under SB 560)

AG Set 1 DR No. 247
Attachment A

Moul
Page 1 o 0

Modernize infrastructure
I$IOB+ Opportunity)

Annual Investment

—.

—

C

‘r ComPlete

In Execution
—i-i

C

•tci _r::f
In Evaluation

- -I

I 5

- s#,.t.

In Development

Current Regulatory Activity

NiSouwe
Source: Company data

Columbia Gas of
Massachusetts
Completed 2012 rate case in November. Order resulted in 58M annual
Revenue increase and enhancement of infrastructure Program.

Columbia Gas of Requested Filed: 912012
‘ Pennsylvania — Rate Case Increase: ST7M Effective: 2012013

Frr! rate case flied under The new Act 11 leisiabon. case supports ongoing
infrastructure program in PA roth forward test year endn 2012014 Reache
a unanrmous settlement in principle in Feb. 2013— expected to be Sled with
the PUC in March 2013.

Columbia Gas of Requested Filed: 112013
LO Pennsylvania — DSIC Filing Tracker: —5lMfOtr Effective: 1012013

Distnbutiorr System Improvement Charge (OSIC) filing to captere
infrastructure investments from the later part of 2012 15

NiSource Inc. (NI) 8
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Exhbt 9: Ni’s Projects in the Electric Utility Segment
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Electric Operations Infrastructure Investment Update

5 U14115 FGDs 4500M YE’131YE14
Ensimnmentai ECRM (Erwimnnrentaf Cost Recore’y
AschanIs’n) Tracked FGD tRue Gas Desulfunzator’) facihbes at Schahfer
Generat:ng Station

s U12 FGO -5240M YE15
Etw:ronmenta’ ECRM Tracked FGD facIlities at Mch:gan City Generating
Station

3 NOx Upgrades -550M YE’15
Environmental ECRM Tracked NOx upgrades and momtonng

a MATS S3OM-565M YE’13IYE’14IYE15
Env:ronmenta! ECFIM Tracked pro;e cts enhancmg rnercwy and
particulate controls at all coal plants

5 Water Treatment $25M - S100M YE17!YE1B
Envrmnmental SB. 257 Tracked projects enhancing wastewater
freatment at all coat plants and water intake modillcatIons at Balllv Station
Fly Ash
Improvements S100M - 530GM TBD
Environmental SE 251 Tracked projects upgrading ash handling and
dmoosaf at all coal plants

•
NIPSCO Electric TBD TBDDistribution Modernization
Systematic replacement of aging infrastructure to improve rellabthtiy
and system intenlv tcurrentiy nvrking to estabhsh OSIC tvoe
legislation under SB 560)

3At

iI:SA*]

Reynolds-Topeka 525GM - 530DM Later part of Decade
44/SO Mt/P FERC approved 345Kv ti-ansmiss,on prmact from Reynolds
Sunctahon to Hpie Suostation (700 miles) — final route not determ:ned

Transmission 530GM - 40GM
Project II (NI $1OM — 1200M) Later part of Decade
MISC Mt/P — pa,tnemh:o FERC approveo 765Kv transmission project
from Reynolds Subotahon to Greentosn Substation (66 miles) — final
route not determ,ned

Upgrade Generation fleet
($JOOM - $L4B Opportunity)

fF

Complete

In Execution

In Development

4 In Evaluation

Modernize Infrastructure
($3B - $4B Opportunity)

Enhance Transmission System
($500M - $LOB Opportunity)

NiSource
Source; Company data

NiSource Inc. (NI) 9
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Exhibit 10: Ni’s Projects In the Natural Gas Transportation and Storage Segment

NGT&S Regulated Pipeline & Storage Growth Update
M

$3B-$4B Opportunity

, LineWB S14M 2012
Marcellus: Compress,on — petiveen Loudon, VA & Leach. KY (175 MId/Day)

2 Smithfield $14M 2012
Marc&lus: Pipeline and compression modiffcalion — near Smithtield. WV &
Waynesburg, PA 15D MMcfrvay,l

Rimersburg S8M 2012
Marcellus: Ptoefine expansion— North Central PA (19 M&Icf,Vav)

4 Millennium —S85M iii 20 13
Marcellus: Deliver Marceihis supplies to multiple markets eitfl exoanded
compression at Mims:m’ Il 50 MMci/Day) and Hancock(150 P&rktVay)

s Warren County S35M 2014
Gas Generation- &pansion to seive Virginia Poaers new 1,300 4117/plant (250
MMcfIDav) C

e West Side 5200M 4014
Marcellus: Transport supply to growing Southeast Markets (-500 MMcf,Vay)

EastSide -5210M 3015
Marcellus: Connect northern Marceilus supplies to Nodheast and Mid-AUanhc
Markets (—300 MMcfiVay)

8 Ouick Link .S300M 20 16
Utica: —90 t7/es of processed gas transportation in East Ohio (—500 MMcf/Day)

LNGExports S200M--.S1B 2017.
MarcellustUtica: Aggrecate and delver supplies to ChIG export tenrenals on
Mantis and Gulf Coasts (100 MMcf,Dav to 1.6 Bcf/Day)

HiSource
Source: Company data

Columbia Gas Modernization S300MIYr Starting 13

FERC appmved (712013) - 5 Year settlement agreement (with
potential extension provisions) to begm a systematic infrastn.,cture
replacement prooram

Complete

In Execution

In Development

In Evaluation

M

$48OpportunIt

17

NiSource Inc. (NI) 10
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Exhibft 11: NGT&S Midstream and Minerals Expansions

NGT&S Midstream & Minerats Growth Update

$1B-$L58 Opportunity

10 Majoraville 585M 3010
Marcel/us: Gather wet Mace//us gas to processing facility
and provide doanstream p:pehne rna,*et access wrth 2
additionalpipeilne and compression assets

.

U _I I i.Big Pine _— iA2T .1 _:

Gathering $160M 2013 -. ‘.•—..._ ,11 / Complete
Mace//us —70 Miles of Pioeline witr rnuilzçile :nterstate 10 --— —

conneons t425 MMci/Dav) •i J -- In Execution

12 PennantJV I —. ‘. In DevelopmentPhase I S300M NI=1tOM 2H 13
Utica —50 Miles of Pipeline (100 MMcf,flay) and an NGL . I

.
In Evaluationprocess:ng fac:iity (200 M.VcfVay) . t___\_—- -

Pennant JV $300MPhase II
Utica: Pipehne Extens:on and Additlose! Proces:ng

NãSource
Source: Company data

NiSource Inc. (NI)

M SeIf4unded Investment

Utica Minerals Drilling Started
Arrangement 2H 12
Utica. Joint development with Hilcoro to extract value
of - 100k acres of mineral tights — acreaqe dedicated to
Pennant. Potential Minerals
Opportunities Under Evaluation
Utica: Optimize asnerais Dos/lion ifl shale regionto
leverage downstream infrastwcture opoortunities

18
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John Edwards, CFA, Scott Fogleman, Brett Reilly, CFA, Bhavesh Lodaya, each certify, with respect to the companies or securities that the individual
analyzes, that (1) the views expressed in this report accurately reflect his or her personal views about all of the subject companies and securities and
(2) no part of his or her compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this report.
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most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. For Latin American and non-Japan Asia stocks, ratingsare based on a stock’s total return relative to the average total return of the relevant country or regional benchmark; Australia, New Zealand are, and prior to 2nd
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including an investment recommendaUon, during the course of Credit Suisse’s engagement in an investment banking transaction and in certain other
circumstances.

Volatility Indicator [VI : A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24
months or the analyst expects significant volatility going forward.

Analysts’ sector weightings are distinct from analysts’ stock ratings and are based on the analyst’s expectations for the fundamentals and/or
valuation of the sector* relative to the group’s historic fundamentals and/or valuation:

Overweight: The analyst’s expectation for the sector’s fundamentals and/or valuation is favorable over the next 12 months.
Market Weight : The analyst’s expectation for the sector’s fundamentals and/or valuation is neutral over the next 12 months.
Underweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months.
*An analyst’s coverage sector consists of all companies covered by the analyst within the relevant sector. An analyst may cover multiple sectors.

NiSource Inc. (Ni) 12
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Credit Suisses distribution of stock ratings (and banking clients) is:

Global Ratings Distribution

Rating Versus universe (%) Of which banking clients (%)
Outperform/Buy* 43% (54% banking clients)
NeutrallHold* 38% (46% banking clients)undetperformisell* 16% (40% banking clients)
Resbicted 3%
*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely
correspond to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis, (Please refer to
definitions above.) An investor’s decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors.

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the
market that may have a material impact on the research views or opinions stated herein.
Credit Suisse’s policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please refer
to Credit Suisse’s Policies for Managing Conflicts of Interest in connection with Investment Research: http://www.csfb.com/research and
analyticsldisclaimerlmanaging_conflicts_disclaimer.html

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot
be used, by any taxpayer for the purposes of avoiding any penalties.

Price Target: (12 months) for NiSource Inc. (Nl.N)

Method: We derive our 12-month price target of $29 for NiSource via a forward PIE valuation. Our price is based on a P/E multiple of 16-1 9x
2014E EPS estimate of $1.64, which is at the upper end of NI’s historic trading range but below its historic average relative to peers.

Risk: Main risks to our 12-month price target of $29 for NiSource would be mean reversion on multiples. Both NI and peers are trading well
above historical multiples both compared to themselves and the S&P 500. Consequently, should issues surface on the macro political,
financial, economic, or other fronts, there is risk of pull back from current multiples. valuation.

Please refer to the firm’s disclosure website at www.credit-suisse.comlresearchdisclosures for the definitions of abbreviations typically used in the
target price method and risk sections.

See the Companies Mentioned section for full company names

The subject company (NI.N) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit Suisse.
Credit Suisse provided investment banking services to the subject company (N IN) within the past 12 months.
Credit Suisse has received investment banking related compensation from the subject company (NI.N) within the past 12 months
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (NI.N) within the next 3
months.

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

Important Regional Disclosures

Singapore recipients should contact Credit Suisse AG, Singapore Branch for any matters arising from this research report.
The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company (NI.N) within the past 12
months

Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting shares; RVS--Restricted Voting Shares;
SVS--Subordinate Voting Shares.

Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report.
For Credit Suisse Securities (Canada), Inc.’s policies and procedures regarding the dissemination of equity research, please visit
http://www.csth.com/legal_terms/canada_research_policy.shtml.

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report.
Principal is not guaranteed in the case of equiUes because equity prices are variable.
Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that.

For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit
suisse.com/researchdisclosures or call +1(877) 291-2683.

NiSource Inc. (NI) 13
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Wien you purchase non-listed Japanese fixed income securities (Japanese govemment bends, Japanese municipal bends, Japanese govemment guaranteed bends, Japanese corporate bends) from CSas a seller, you will be requested to pay the purchase price only.
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COMPANY UPDATE

Key Metrics

NI - NYSE (Price as of 7/30/12)

______

Price Target
52-Week Range

___________________

Shares Outstanding (mm)

__________________

Market Cap. ($mm)
3-Mo. Average Daily Volume

I nsbtuonal Ownership

____________________

Debt/Total Capital (6/30)

___________________

ROE (ttm)

______________

Book Value/Share
Price/Book Value
Indicated Dividend / Yield

Dividend Cycle

EPS FY 12131
Pilot Prior Curt.

2011 2012E 2012E 2013E 2013E
10 - - -

2Q -- - --

30 -- - --

40 -- - --

Year $1.35 $1.45 $1.55
PIE 19.Ox 17.7x 16.5x
Payout 75% 68% 62%
Note: Figures exclude non-recurring items

Revenue ($mm)
Prior Prior Curt.

2011 2012E 2012E 2013E 2013E
1Q -- - --

2Q — - --

30 - - --

4Q -- - --

Year $6,019 $6,250 — $6,475

C’o,npany Description: Based in Merriliville, hid.,
NiSource Inc. is a Fortune 500 company engaged in
natural gas transmission, storage and distribution, as well
as electric generation, transmission and distribution.
NiSource operating companies deliver ener to 3.7
million customers located wit/rn? the high—demand ener
corridor stretching from the Gulf Coast through the
Midwest to New England. Generation sources: Coal 77%,
Natural Gas 22%, Hydra 1%.

NiSource Inc.
NI -- NYSE -- Neutral -- 3
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Company reports higher second quarter earnings
and reaffirms 2012 guidance

Investment Highlights

NiSource reported second quarter net operating
earnings of $0.23 per share versus $0.17 per share
earned in the second quarter of 2011. Earnings were
$0.03 per share above expectations. The company
posted higher earnings from all three of its business
units in the second quarter: natural gas distribution, gas
transmission and storage and electric operations. We
thought this was a good quarter for NiSource, and note
NI’s results have beat expectations twice this year.

• Management reaffirmed 2012 earnings guidance of
$1.40 to $1.50 per share. The outlook is expected to
be driven by execution of its infrastructure-investment
programs and is premised upon a modest and gradual
economic recovery. We are maintaining our 2012 BPS
estimate of $1.45.

• The company’s plan to invest a record $1.4 billion in
capital investments this year remains on track. The
majority of these investments are expected to be in the
natural gas distribution and transmission and storage
and gas infrastructure areas. NI expects these
investments to drive future earnings growth.

• Company to host analyst conference on September
12th• NiSource is expected to provide greater detail on
its growth projects at this upcoming presentation.

• We maintain our Neutral rating on NiSource as we
believe the stock is fairly valued. However, we
believe the company’s fundamentals continue to
improve and that the company has solid growth
prospects. As evidence, the company raised its
dividend by 4.3% in May, its first increase in ten years.
We would maintain positions in the stock and would
consider upgrading our opinion on pullbacks assuming
no negative change in fundamentals.

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

EQUITY RESEARCH

Electric Utilities
David Burks

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

July31, 2012

$25.63
NA

$25.84- $17.95

284.4
$7,289

2,421,000

85.0%
60.7%

5.9%

$17.82
1 .44x

$0.96 3.7%

Feb., May, Aug., Nov.

J,J.B. Hilliard, WI. Lyons, LLC j Member NYSE, FINRA & SIPC
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Outlook
We are maintaining our Neutral rating on NiSource as we believe the stock is fairly valued. However, we
continue to be impressed by recent results as evidenced by two consecutive earnings beats thus far in
2012. In our view, the company has a solid long-term fundamental outlook. NI is seeing ongoing
positive results from regulatory, modernization and growth initiatives. The company feels a combination
of rate relief and continued investment in its gas infrastructure business can drive future earnings growth.
NI expects to spend up to $1.4 billion in capital investments in 2012 with $541 million being invested in
its natural gas distribution business; $432 million in natural gas transmission and storage; and $405
million at the company’s electric operations. Management believes NiSource remains capable of
generating long-term earnings growth of 5% or greater. We will learn more about the company’s growth
initiatives at its upcoming analyst conference scheduled for September 12th

We are maintaining our 2012 earnings estimate of $1.45 per share, although that figure could prove
conservative. We expect earnings to further grow to $1.55 per share in 2013. We note the company
increased its dividend by 4.3% in May, its first dividend increase in ten years. We believe the company’s
expected future earnings growth could allow for additional dividend increases on a more consistent basis
going forward. With a solid 3.7% dividend yield and seemingly improving growth prospects, we remain
comfortable holding NiSource shares. We would likely upgrade our opinion on any price pullbacks
assuming no negative change in fundamentals.

Additional information is available upon request.

Analyst Certification

I, David B. Burks, hereby certify that the views expressed in this research report accurately reflect my
personal views about the subject company(ies) and its (their) securities. I also certify that I have not
been, am not, and will not be receiving direct or indirect compensation in exchange for expressing the
specific recommendation(s) in this report.

Important Disclosures

Hilliard Lyons’ analysts receive bonus compensation based on Hilliard Lyons’ profitability. They do not
receive direct payments from investment banking activity.

Investment Ratings
Buy - We believe the stock has significant total return potential in the coming 12 months.
Long-term Buy - We believe the stock is an above average holding in its sector, and expect solid returns
to be realized over a longer time frame than our Buy rated issues.
Neutral - We believe the stock is an average holding in its sector, is currently fully valued, and may be
used as a source of funds if better opportunities arise.
Underperform - We believe the stock is vulnerable to a price set back in the next 12 months.

Suitability Ratings
1 - A large cap, core holding with a solid history
2 - A historically secure company which could be cyclical, has a shorter history than a “1” or is subject to
event driven setbacks
3 - An above average risk/reward ratio could be due to small size, lack of product diversity, sporadic
earnings or high leverage
4 - Speculative, due to small size, inconsistent profitability, erratic revenue, volatility, low trading volume
or a narrow customer or product base

Hilliard Lyons Equity Research 2 Electric Utilities
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Hilliard Lyons ratings icr NI (NISOURCE (NC)
Closing Price JUl 30, 2012: $25.63

08/03/10 07/31/121
N:$16.72 N:$25.63
T:N/A T:N/Aj

, ‘‘...

.

Oct 2010 Apr Jul Oct 2011 Apr
Legend:

N=Neutral, T=Prie Target
•Reiterated Neutral

Rating Stocks Covered Stocks Covered

_______
__________

Buy 63 48%
HoldlNeutral 65 49%
Sell 4 3%
As of 10 July 2012

Other Disclosures

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

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

The information herein has been obtained from sources we believe to be reliable but is not guaranteed and
does not purport to be a complete statement of all material factors. This is for informational purposes and
is not a solicitation of orders to purchase or sell securities. Reproduction is forbidden unless authorized.
All rights reserved.
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Hilliard Lyons Investment Banking
Recommended Issues Provided in Past 12 Mo.
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92%
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COMPANY UPDATE

Key Metrics
NI - NYSE (Price as of 4129113)

_____

Price Target
52-Week Range

_______________

Shares Outstandhg (mm)

__________________

Market Cap. ($mm)
3-Mo. Average Daily Volume

___________________

Institutional Ownership

____________________

Debt/Total Capital (3/31)

___________________

ROE (ttm)

_________________

Book Value/Share

_________________

Price/Book Value
Indicated Divklend/ Yieki
Divbend Cycle

EPS FY 12/31
Prior Prior Curt.

2012 2013E 2013E 2014E 2014E
10 --

- -

2Q
-- - -

3Q -- - -

40
-- - -

Year $1.46 $1.55 $1.67
PIE 21.3x 20.lx 18.7x
Payout 66% 62% 57%
Note: Fures exclude non-recurring items

Revenue ($mm)
Prior Prior Curt.

2012 2013E 2013E 2014E 2014E
1Q

-- - -

2Q
-- - -

30 --
- -

4Q -- - -

Year $5,070 $5,300 — $5,750

Company Description: Based in Merriliville, md,,
NiSource Inc. is a Fortune 500 company engaged in
natural gas transmission, storage and distribution, as well
as electric generation, transmission and distribution.
NiSource operating companies deliver ener,’ to 3. 7
million customers located within the high-demand energy
corridor stretching from the Gulf Coast through the
Midwest to New England. Generation sources: Coal 77%,
Natural Gas 22%, Hydro 1%.

NiSource Inc.
NI -- NYSE -- Neutral -- 2
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Company reports lower first quarter earnings, but
reaffirms 2013 earnings guidance

Investment Highlights

NiSource reported first quarter net operating
earnings of $0.69 per share versus $0.76 per share
earned in the first quarter of 2012 and slightly
below expectations. While net income rose, earnings
declined due largely to a 24 million share $340 million
equity issuance done last September. The company’s
Columbia pipeline group operations and natural gas
distribution businesses saw their earnings contributions
decline modestly in the first quarter. By contrast, NI’s
electric utility operation posted a gain in the period. In
sum, it was another solid quarter for NI in our view.

Management reaffirmed 2013 earnings guidance of
$1.50 to $1.60 per share. The outlook is expected to
be driven by execution of its infrastructure-investment
programs and a modest and gradual economic recovery.
We are maintaining our 2013 EPS estimate of $1.55.
In addition, we are initiating a 2014 EPS estimate of
$1.67 per share.

• The company plans to invest $1.8 billion in capital
expenditures this year and expects to continue to
keep making significant investments in future years
as well. Most of these investments are expected to be
in the natural gas distribution and transmission and
storage and gas infrastructure areas. NI expects these
investments to drive future operating growth of 5% to
7% annually for the next several years. NI’s growth
plans should also provide earnings visibility as well.

• Our rating on NiSource remains Neutral as we
believe the stock is fairly valued. However, we
believe NI has a positive fundamental outlook and
expect the company to generate ongoing earnings and
dividend growth. We expect another dividend hike in
May. We would maintain positions in NI and regard it
as a well positioned core holding.

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

EQUITY RESEARCH

Electric Utilities
David Burks

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

April 30, 2013

$31.15
NA

$31.39- $23.14
311.1

$9,690
- 1,994,000

82.0%

58.5%
7.7%

$17.82
1 .75x

$0.96 3.1%
Feb., May, Aug., Nov.

J.J.B. Hill iard, WI. Lyons, ICC I Member NYSE, HNRA & $IPC
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Additional information is available upon request.

Analyst Certification

I, David B. Burks, hereby certify that the views expressed in this research report accurately reflect my
personal views about the subject company(ies) and its (their) securities. I also certify that I have not
been, am not, and will not be receiving direct or indirect compensation in exchange for expressing the
specific recommendation(s) in this report.

Important Disclosures

Hilliard Lyons’ analysts receive bonus compensation based on Hilliard Lyons’ profitability. They do not
receive direct payments from investment banking activity.

Investment Ratings
Buy - We believe the stock has significant total return potential in the coming 12 months.
Long-term Buy - We believe the stock is an above average holding in its sector, and expect solid returns
to be realized over a longer time frame than our Buy rated issues.
Neutral - We believe the stock is an average holding in its sector, is currently fully valued, and may be
used as a source of funds if better opportunities arise.
Underperform - We believe the stock is vulnerable to a price set back in the next 12 months.

Suitability Ratings
1 - A large cap, core holding with a solid history
2 - A historically secure company which could be cyclical, has a shorter history than a “1” or is subject to
event driven setbacks
3 - An above average risk/reward ratio could be due to small size, lack of product diversity, sporadic
earnings or high leverage
4 - Speculative, due to small size, inconsistent profitability, erratic revenue, volatility, low trading volume
or a narrow customer or product base
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Hilliard Lyons Investment Banking
Recommended Issues Provided in Past 12 Mo.
#of %of

Rating StocksCovered Stocks Covered Banking No Banking
Buy 56 40% 13% 88%
HoldlNeutral 79 57% 13% 87%
Sell 4 3% 0% 100%
As of 70 April 2073

Other Disclosures

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

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

The infonnation herein has been obtained from sources we believe to be reliable but is not guaranteed and
does not purport to be a complete statement of all material factors. This is for informational purposes and
is not a solicitation of orders to purchase or sell securities. Reproduction is forbidden unless authorized.
All rights reserved.
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EPS FY 12/31
Prior Prior Curt.

2010 2011 2011 2012E 2012E
10 -- - --

2Q -- - —

3Q -- - --

40 -- - --

Year $1.22 $1.35 $1.45
PIE 20.2x 18.3x 17.Ox
Payout 75% 66% 63%
Note: Figures exdude non-recurring items

Revenue ($mm)
Prior Prior Curt.

2010 2011 2011 2012E 2012E
1Q -- - --

2Q -- - --

3Q . -- - --

4Q -- - --

Year $6,422 $6,019 — $6,250

Company Description: Based in Merriliville, md.,
NiSource Inc. is a Fortune 500 company engaged in
natural gas transmission, storage and distribution, as well
as electric generation, transmission and distribution.
NiSource operating companies deliver energy to 3.7
million custonlers located within the high—demand energy
corridor stretching from the Gulf Coast through the
Midwest to New England. Generation sources: Coal 77%,
Natural Gas 22%, Hydro 1%.

NiSource Inc.
NI -- NYSE -- Neutral -- 3
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Company reports higher first quarter earnings and
reaffirms 2012 guidance

Investment Highlights

NiSource reported first quarter net operating
earnings of $0.76 per share versus $0.74 per share
earned in the first quarter of 2011. Earnings were
$0.05 per share above expectations. The company
posted higher earnings from both its natural gas
distribution and natural gas transmission and storage
segments in the first quarter. The company’s electric
operations saw its earnings contribution decline
slightly. We thought this was a good quarter for
NiSource, particularly given the mild winter and slow
economic growth (2.2% GDP expansion) this period.

Management reaffirmed 2012 earnings guidance of
$1.40 to $1.50 per share. The higher outlook is
expected to be driven by execution of its infrastructure
investment programs and is premised on a fairly modest
and gradual economic recovery. We are maintaining
our 2012 EPS estimate of $1.45.

• The company’s plan to invest a record $1.4 billion in
capital investments this year remains on track. The
majority of these investments are expected to be in the
natural gas distribution and transmission and storage
and gas infrastructure areas. NI expects these
investments to drive future earnings growth.

• We maintain our Neutral rating on NiSource as we
believe the stock is fairly valued. The stock is trading
at a modest premium to the group. Yet we believe the
company’s fundamentals continue to improve.
Management reiterated its belief that the company is
capable of generating 5% or more long term earnings
growth. We expect the company will begin to grow its
dividend, starting later this month. We would maintain
positions in the stock and would consider upgrading
our opinion on pulibacks assuming no negative change
in fundamentals.

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

EQUITY RESEARCH

Electric Utilities
David Burks

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

May 1,2012

COMPANY UPDATE

Key Metrics

NI - NYSE (Price as of 4/30/12)
Price Target
52-Week Range
Shares Outstanding (mm)
Market Cap. (5mm)
3-Mo. Average Daily Volume
lnsthutonal Ownership
Debt/Total Capital
ROE (flm)

Book Value/Share
Price/Book Value
Indicated Dividend! Yield
Dividend Cycle

$24.65
NA

$24.76- $17.95

262.9
$7,015

2,943,000

82,0%
60.7%

6.7%

$17.66
1.40x

$0.92 3.7%
Feb., May, Aug., Nov.

J.J.B. Hilliard, WI. lyons, LLC Member NYSE, FINRA SIPO
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Outlook
We are maintaining our Neutral rating on NiSource as we believe the stock is fairly valued, trading at
17.Ox estimated 2012 earnings and at a premium to its peer group. However, we continue to be impressed
by recent results as evidenced by the stronger than expected first quarter earnings and still believe the
company has a solid long-term fundamental outlook. NI is seeing ongoing positive results from
regulatory, modernization and growth initiatives. The company feels a combination of rate relief and
continued investment in its gas infrastructure business can drive future earnings growth. NI expects to
spend up to $1.4 billion in capital investments in 2012 with $541 million being invested in its natural gas
distribution business; $432 million in natural gas transmission and storage; and $405 million at the
company’s electric operations. Management believes NiSource remains capable of generating long-term
earnings growth of 5% or greater.

We are maintaining our 2012 earnings estimate of $1.45 per share. Moreover, the company’s financial
situation has improved to the point where we feel the company is likely to announce a dividend increase
later this month. We note NI’s dividend payout ratio is just 63% of this year’s estimated earnings. A
dividend hike would be significant, in our view, as the last dividend increase occurred in 2002. With a
solid 3.7% dividend yield and seemingly improving growth prospects, we remain comfortable holding
NiSource shares. We would likely upgrade our opinion on any price puilbacks assuming no negative
change in fundamentals.

Additional information is available upon request.

Analyst Certification

I, David B. Burks, hereby certify that the views expressed in this research report accurately reflect my
personal views about the subject company(ies) and its (their) securities. I also certify that I have not
been, am not, and will not be receiving direct or indirect compensation in exchange for expressing the
specific recommendation(s) in this report.

Important Disclosures

Hilliard Lyons’ analysts receive bonus compensation based on Hilliard Lyons’ profitability. They do not
receive direct payments from investment banking activity.

Investment Ratings
Buy - We believe the stock has significant total return potential in the coming 12 months.
Long-term Buy - We believe the stock is an above average holding in its sector, and expect solid returns
to be realized over a longer time frame than our Buy rated issues.
Neutral - We believe the stock is an average holding in its sector, is currently fully valued, and may be
used as a source of funds if better opportunities arise.
Underperform - We believe the stock is vulnerable to a price set back in the next 12 months.

Suitability Ratings
1 - A large cap, core holding with a solid history
2 - A historically secure company which could be cyclical, has a shorter history than a “1’ or is subject to
event driven setbacks
3 - An above average risk/reward ratio could be due to small size, lack of product diversity, sporadic
earnings or high leverage
4 - Speculative, due to small size, inconsistent profitability, erratic revenue, volatility, low trading volume
or a narrow customer or product base
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Other Disclosures

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

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

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

Key Metrics
NI - NYSE (Price as of 2/20113)

_____

Price Target

52-Week Range

__________________

Shares Outstandhg (mm)

_______________

Market Cap. ($mm)
3-Mo. Average Daily Volume

___________________

Institutional Ownership

________________________

Debt/Total Capital

__________________

ROE (ttm)

____________________

Book Value/Share

__________________

Price/Book Value
Indicated Divend/ Yied
Divij end Cycle

EPS FY 12/31
Prior Prior Curt.

2011 2012 2012 2013E 2013E
1Q -- - -

20 -- - -

3Q -- - -

40 -- - -

Year $1.32 $1.46 $1.55
PIE 20.5x 18.5x 17.4x
Payout 70% 66% 62%
Note: Fures exclude non-recurring items

Revenue ($mm)
Prior Prior Curt.

2011 2012 2012 2013E 2013E
1Q -- - -

2Q -- - -

3Q -- - -

4Q -- - -

Year $5,756 $5,070 — $5,245

Company Description: Based in Merrillville, md.,
NiSource Inc. is a Fortune 500 company engaged in
natural gas transmission, storage and distribution, as well
as electric generation, transmission and distribution.
Ni$ource operating companies deliver energy to 3.7
million customers located within the high-demand energy
corridor stretching from the Gulf Coast through the
Midwest to New England. Generation sources: Coal 77%,
Natural Gas 22%, Hydro 1%.

NiSource Inc.
NI -- NYSE -- Neutral -- 2
Company reports higher 2012 earnings and
introduces 2013 earnings

Investment Highlights

NiSource reported fourth quarter net operating
earnings of $0.44 per share versus $0.32 per share
earned in the fourth quarter of 2011 and slightly
above expectations. The company’s gas transmission
and storage operations business along with its electric
operations segment posted gains in the quarter while
the gas distribution unit recorded a small decline. For
the year, NiSource earned $1.46 per share compared to
$1.32 per share in 2012, an increase of nearly 11%. All
three of NI’s core business segments, gas transmission
and storage, electric and gas distribution, all
contributed higher earnings in 2012 versus 2011.

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

• The company plans to invest $1.8 billion in capital
expenditures this year and expects to continue to
keep making significant investments in future years
as well. The majority of these investments are
expected to be in the natural gas distribution and
transmission and storage and gas infrastructure areas.
NI expects these investments to drive future earnings
growth, generating 5% to 7% annual growth in
operating earnings. This should allow the company to
grow its dividend annually by 3% to 5%.

• We maintain our Neutral rating on NiSource as we
believe the stock is fairly vatued, trading at 17.4x
estimated 2013 earnings. However, we believe NI has
a positive fundamental outlook. We would maintain
positions in NI and could upgrade our opinion on
pullbacks, assuming no change in fundamentals.

Note Important Disclosures on Pages 2 and 3.
Note Analyst Certification on Page 2.
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$27.04

NA
$27.40- $23.14

309.9

$8,379
2,553,000

86.0%

60.7%
5.9%

$17.62
1 .53x

$0.96 3.6%
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Outlook
We are maintaining our Neutral rating on NiSource as we believe the stock is fairly valued. However, we
continue to be impressed by the company’s ability to deliver good results as evidenced by last year’s
favorable earnings increase. Moreover, we believe the company has developed an effective growth
strategy that should allow for continued earnings gains in the future. This growth should be largely
driven by the company’s ambitious capital expenditure plan over the next five years. NI expects to spend
between $1.5 billion and $1.8 billion in capital investments annually over the next five years. The
company also expects to make additional regulatory filings for rate hikes as well. Management remains
committed to achieving an annual earnings growth target of 5% to 7%.

We are maintaining our 2013 earnings estimate of $1.55 per share. We expect earnings to further grow to
$1.65 per share in 2014. We note the company increased its dividend by 4.3% last May, its first dividend
increase in ten years. We believe the company’s expected future earnings growth could allow for
additional dividend increases on a more consistent basis going forward and we expect another increase to
be announced this May. With a solid 3.6% dividend yield and seemingly improving and increasingly
visible growth prospects, we remain comfortable holding NiSource shares. We would likely upgrade our
opinion on any price puilbacks assuming no negative change in fundamentals. finally, we are increasing
our suitability rating to a 2 from a 3 previously to reflect NiSource’s ongoing financial progress and
favorable fundamental outlook.

Additional information is available upon request.

Analyst Certification

I, David B. Burks, hereby certify that the views expressed in this research report accurately reflect my
personal views about the subject company(ies) and its (their) securities. I also certify that I have not
been, am not, and will not be receiving direct or indirect compensation in exchange for expressing the
specific recommendation(s) in this report.

Imçortant Disclosures

Hilliard Lyons’ analysts receive bonus compensation based on Hilliard Lyons’ profitability. They do not
receive direct payments from investment banking activity.

Investment Ratings
Buy - We believe the stock has significant total return potential in the coming 12 months.
Long-term Buy - We believe the stock is an above average holding in its sector, and expect solid returns
to be realized over a longer time frame than our Buy rated issues.
Neutral - We believe the stock is an average holding in its sector, is currently fully valued, and may be
used as a source of funds if better opportunities arise.
Underperform - We believe the stock is vulnerable to a price set back in the next 12 months.

Suitability Ratings
1 - A large cap, core holding with a solid history
2 - A historically secure company which could be cyclical, has a shorter history than a “1” or is subject to
event driven setbacks
3 - An above average risk/reward ratio could be due to small size, lack of product diversity, sporadic
earnings or high leverage
4 - Speculative, due to small size, inconsistent profitability, erratic revenue, volatility, low trading volume
or a narrow customer or product base
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Hilliard Lyons Investment Banking
Recommended Issues Provided in Past 12 Mo.
#of %of

Rating Stocks Covered Stocks Covered Banking No Banking
Buy 57 42% 12% 88%
HoldlNeutral 73 54% 11% 89%
Sell 4 3% 0% 100%
Restricted 2 1% 100% 0%
Asof6 February 2013

Other Disclosures

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

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

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

NiSource, Inca:
Ni: Analyst Day Upbeat; Raising Price Target

KeyBanc Capital Markets Inc. Paul 7. Ridzon: (216) 689- 0270— pridzonkeybanccm.com
Member NYSEIFINRAISIPC Timothy Yee: (216) 689- 0385— tyee@keybanccm.com

Rating

Price

12- Mo. Price Target

Dividend

ield

52- Wk. Range

rading Volume (000)

Market Cap. (mm)

Shares Out. f mm)

Book Value/Share

BUY ACTION STATEMENT

$2561
At its September 12 analyst day, NiSource, Inc. (NI-NYSE) gave an update on its
strategy to build out its regulated businesses and its low risk plan to grow midstream

$27.50 infrastructure centered around its Appalachian position. NI discussed $25 billion-$30
$0.96 billion of investment opportunities over the 15-20+ year time horizon. Management

indicated it expects 5-7% EPS growth and foresaw 3-5% annual dividend growth
over this period. While the meeting content was in line with views, we walked away

$20 - $26 feeling incrementally better around management’s credibility and ability to execute on
2,453 the attractive business plan. We continue to view NI as one of the better positioned

companies in the sector. We have raised our price target from $26.50 to $27.50 after$7,360.3 reviewing our valuation.
287.40

$17.90
Price Target: $27.50 from $26.50

KEY INVESTMENT POINTS
EPS (Net) Summary

1Q $0.73 $0.69A
2Q $0.17 $0.23A

Prior $0.77 $0.22

3Q $0.13 $0.08
4Q $0.28
YEAR $1.31 $1.45 $1.55
FirstCall -- $1.46E $1.56E
P/E 1 9.5x 1 7.7x 1 6.5x NI also reiterated its commitment to an investment grade credit rating, indicating it would

Note1 2010 Q2 We include $002 unfavorable weather maintain a strong balance sheet through a $50 million annual drip and 2015 equity
impact to $0.13 reported net operating earnings per share from issuance. Debt issuances for new money are expected to average $500 million annually.continuing operations.

Note 2:201003: We include $0.02 favorable weather impact
to $0.04 reported net operating earnings per share from
continuing operations.

Note 3:2010 Q4: We include $0.02 favorable weather impact
to $0.33 reported net operating earnings per share from
continuing operations,

Note 4: 2011 01: We include $0.01 favorable weather impact
to $0.72 reported net operating earnings per share from
continuing operations.

Note 5:2011 03: We include $0.02 favorable weather impact
to $0.11 reported net operating earnings per share from
continuing operations.

Note 6: 2011 04: We include $0.03 unfavorable weather
impact to $0.31 reported net operating earnings per share from
continuing operations.

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 4- 5 OF THIS NOTE.

At its recent analyst day, NI reaffirmed its strategy of growing earnings through low
risk investment in its core businesses of regulated natural gas distribution, regulated
electric utility and midstream natural gas infrastructure.

-
- NI outlined $25 billion- $30 billion of potential investment in the coming 15- 20+ years.

-

- Given heightened clarity achieved through last week’s settlement around the pipeline
- - -

- modernization initiative, NI was able to raise its growth target from 5% to a range of
5- 7%. Management indicated it expected 3- 5% dividend growth.

While no formal 2013 guidance was issued, management essentially endorsed the
current consensus view of $1.56 per share.

We maintain our current 2012 and 2013 estimates of $1.45 and $1.55, respectively. We
have revised our price target to $27.50 from $26.50 per share.

•1
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VALUATION
Given Ni’s diverse mix of businesses, we believe a sum- of- the- parts valuation is most appropriate. While NI does not provide segment
EPS detail, management has indicated that its net income mix is approximately 25- 30% regulated electric utility, 35- 40% regulated
gas distribution and 35- 40% gas transmission and storage. We apply respective 2013 peer group multiples (14.7x, 15.9x and 20.4x) to
these percentages, and our 2012 estimate yields segment values of $5.70, $9.25 and $11.89 (or $26.84 in total). To this we add $0.85
per share to capture the value of Ni’s 100,000- 200,000 acres of mineral rights in the Utica shale. We use 150,000 acres at $25001
acre taxed at 35%, given minimal tax basis on the acreage. Our resulting price target of $27.50 represents a PIE multiple of 17.7x our
2013 estimate. The stock recently traded intraday ($25.80) at a 2013 P/E of 16.6x.

RISKS
We believe the primary risks that could impede the stock from achieving our price objective are the potential for regulatory deterioration
impacting returns at the regulated businesses and any pullback in the development of the Appalachian shale plays, which represent
a meaningful part of NI’s investment opportunity set.

DISCUSSION
On September12, 2012, NI management hosted an investor meeting in New York City. Key takeaways from the meeting are discussed
below:

Long- Term Investment Opportunity Quantified - NI indicated that in the next 15- 20+ years, it had $25 billion- $30 billion of potential
investments in assets with revenues that are expected to be 90% fee based. This capital is allocated as:
• $10 billion at the Natural Gas Distribution (NGD) segment.
• $6 billion- $8 billion at Nipsco Electric.
• $8 billion- $10 billion at the Nisource Gas Transmission & Storage (NGT&S) midstream segment.

Higher Growth Rate Targeted - Given $1.5 billion- $1.8 billion of annual capex (of which $500 million is sustenance spending), NI
raised its EPS growth target from 5% to a range of 5- 7%. Operating earnings are expected to grow 7- 9%, with the delta related to
financing requirements.

Dividend Growth Management indicated that given the attractive investment inventory, dividend growth would be less than EPS
growth. The dividend is expected to grow at 3- 5%.

NGD Discussion — NI indicated it saw $600 million- $650 million of annual capex at the regulated natural gas delivery business, of
which 75% was growth capital. ROIC for this segment are targeted at 12%. 75% of the NGD capital spend falls under trackers, reducing
lag and the need to file rate cases.

Nipsco Electric Segment — NI expects to spend $400 million- $450 million annually at the regulated electric segment, which currently
has a rate base of roughly $2.3 billion. This capital is expected to flow in four ‘waves”. The first wave is environmental compliance,
with all federally mandated spending eligible for trackers. The second wave is around tracked transmission enhancements. The third
wave is around modernizing the distribution and transmission system, including undergrounding some of the critical paths. The Indiana
electric companies are jointly working on the introduction of legislation to allow trackers for this spend. The final wave is longer dated
and looks forward to capacity shortfalls, with new natural gas plants representing a $600 million- $1 billion opportunity. ROIC at Nipsco
is expected to be 11%. Customer impact (on the whole bill, not just capital recovery) is expected to be inflation- like, with some of the
recovery on transmission coming from all of the MISO territory. NI also indicated that its Indiana rate settlement allowed rate making
that made it less sensitive to steel production. 22% of Nipsco margin is industrial, with 76% of this margin driven by non- volumetric
demand charges.

NGT&S — NI divided its $8 billion- $10 billion investment opportunity into four categories, the 4 Ms, as follows:
• Modernization - NI recently (September 4, 2012) settled with its pipeline customers around the $4 billion- $5 billion capital spend

to rebuild its interstate pipeline to improve system flexibility and reliability (see our September 5, 2012 quick alert titled “NI- QA:
Customer Settlement Announced for Gas Transmission Modernization Project”). The five- year agreement allows annual growth
capital of up to $300 million with minimal lag. Under the plan, more than 1,000 miles of pipeline and 100,000 horsepower of
compression is to be replaced.

• Marketing — The $3 billion- $4 billion program enhances market liquidity by streamlining existing transmission routes and opening
new markets. Key projects include the West Side Expansion to reverse flow to deliver Marcellus gas to the Gulf to serve growing
southeast markets, the East Side Expansion to move gas to the northeast and Mid- Atlantic markets, and the Quicklink Expansion
to improve flow and bring producer gas to market around the Majorsville hub in southeast PA/WV region, exploiting LNG export
opportunities and feed new and existing gas fired power plants.

• Midstream — The $1 billion opportunity will develop gathering systems and processing facilities in NI’s core territory around the
Utica and Marcellus acreage.

9
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Respondent: P. R. MaulMinerals — Ni’s self- funding strategy will capitalize on NI’s 100k- 200k acreage position in the western Utica. NI
producers to develop this acreage as it recently did with Hilcorp. Ni emphasized its strategy created minimal commodity exposure.

•ROIC at the NGT&S is expected to be 12- 15%.

High Level Discussion of 2013 Earnings— While NI did not give formal 2013 guidance, it did indicate that the current Street consensusof $1.56 per share was consistent with its heightened earnings growth target. Management appeared comfortable with the consensusoutlook. 2012 guidance of $1.40- $1.50 includes the negative impact of the $50 million (approximately $0.11 per share) charge forrefunds stipulated under the Modernization Project settlement. Ni indicated that it was taking extraordinary efforts to offset this chargein 2012, and that expenses would likely rise in 2013 as a result. We are maintaining our 2013 estimate of $1.55, but note there couldbe upside potential.
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NiSource, tnc. - NI

NiSource, Inc. is an investment banking client of ours.
We have received compensation for investment banking services from NiSource, Inc. during the past 12 months
We expect to receive or intend to seek compensation for investment banking services from NiSource, Inc. within the next
three months.

During the past 12 months, NiSource, Inc. has been a client of the firm or its affiliates for non- securities related services.
We have managed or co- managed a public offering of securities for NiSource, Inc. within the past 12 months.

Reg AIC Certification

The research analyst(s) responsible for the preparation of this research report certifies that:(1) all the views expressed in
this research report accurately reflect the research analyst’s personal views about any and all of the subject securities or
issuers; and (2) no part of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst(s) in this research report.
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BUY [BUY] 227 42.67 44 19.38 BUY [BUY] 39 50.00 16 41.03

HOLD [HOLD] 291 54.70 47 16.15 HOLD [HOLD] 39 50.00 17 43.59

SELL [UND] 14 2.63 4 28.57 SELL EUND] 0 0.00 0 0.00
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Rating System

•BUY - The security is expected to outperform the market over the next six to 12 months; investors should consider adding the
security to their holdings opportunistically, subject to their overall diversification requirements.

HOLD - The security is expected to perform in line with general market indices over the next six to 12 months; no buy or sell
action is recommended at this time.

UNDERWEIGHT - The security is expected to underperform the market over the next six to 12 months; investors should
reduce their holdings opportunistically.

The information contained in this report is based on sources considered to be reliable but is not represented to be
complete and its accuracy is not guaranteed. The opinions expressed reflect the judgment of the author as of the
date of publication and are subject to change without notice. This report does not constitute an offer to sell or a
solicitation of an offer to buy any securities. Our company policy prohibits research analysts and members of their
families from owning securities of any company followed by that analyst, unless otherwise disclosed. Our officers,
directors, shareholders and other employees, and members of their families may have positions in these securities and
may, as principal or agent, buy and sell such securities before, after or concurrently with the publication of this report.
In some instances, such investments may be inconsistent with the opinions expressed herein. One or more of our
employees, other than the research analyst responsible for the preparation of this report, may be a member of the Board
of Directors of any company referred to in this report. The research analyst responsible for the preparation of this report is
compensated based on various factors, including the analyst’s productivity, the quality of the analyst’s research and stock
recommendations, ratings from investor clients, competitive factors and overall Firm revenues, which include revenues
derived from, among other business activities, the Firm’s performance of investment banking services. In accordance with
industry practices, our analysts are prohibited from soliciting investment banking business for our Firm.

• Investors should assume that we are seeking or will seek investment banking or other business relationships with the
company described in this report.



July 9, 2012 KyBanc
ENERGY: Multi- Utilities Capital Markets

Quick Alert

—

____

NiSource, Inc. (BUY)

NI - Quick Alert: Utica JVAnnounced, Awaiting Details

KeyBanc Capital Markets Inc. Paul T. Ridzon: (216) 689- 0270— pridzon@keybanccm.com
Member NYSE/FINRA/SIPC Timothy Yee: (216) 689- 0385— tyee@keybanccm.com

KEY INVESTMENT POINTS
NiSource, Inc. (NI- NYSE) announced its Utica joint venture with Hilcorp, a private oil and gas firm. The joint venture, known as Pennant
Midstream, will invest approximately $300 million in the first phase of the development, a 50- mile 20- inch gathering pipeline with 400
million cubic foot capacity and a 200 million cubic foot cryogenic plant. It appears NI will invest 50% of the capital and will operate the
infrastructure. The project is expected to be operational by 3Q13.

NI also contributed acreage to a land joint venture. Hilcorp will develop the “significant combined acreage block in the Utica/Point
Pleasant Shale formation.” The release does not indicate each parties’ acreage contribution. Past discussions with NI have lead us
to expect NI to contribute about 15% to a total 100,000 acreage position.

Preliminary numbers suggest this could be $0.03 accretive to NI on infrastructure, with mineral royalties being additive.

We expect a neutral to positive reaction given concerns we have heard around the roughly five- week delay of this announcement.
Initial feedback we have heard around Hilcorp is generally positive. $150 million (NI’s 50% of $300 million) may be below views, but
the release indicates this is the first investment phase. NI indicated that it was exploring other similar opportunities.

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

I



KeyBanc Capital Markets Inc. Disclosures and Certifications
•NiSource, Inc. - NI

NiSource, Inc. is an investment banking client of ours.
We have received compensation for investment banking services from NiSource, Inc. during the past 12 months
We expect to receive or intend to seek compensation for investment banking services from NiSource, Inc. within the next
three months.

During the past 12 months, NiSource, Inc. has been a client of the firm or its affiliates for non- securities related services.
We have managed or co- managed a public offering of securities for NiSource, Inc. within the past 12 months.

Req AIC Certification

The research analyst(s) responsible for the preparation of this research report certifies that:(1) all the views expressed in
this research report accurately reflect the research analyst’s personal views about any and all of the subject securities or
issuers; and (2) no part of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst(s) in this research report.

Three- Year Rating and Price Target History

Distribution of RatingsllB Services Firmwide and by Sector

KeyBanc Capital Markets ENERGY
lB ServlPast 12 Mos. lB Serv!Past 12 Mos.

Rating Count Percent Count Percent Rating Count Percent Count Percent

BUY [BUY] 226 44.05 43 19.03 BUY [BUY] 38 48.10 14 36.84

HOLD [HOLD] 276 53.80 47 17.03 HOLD [HOLD] 41 51.90 16 39.02

SELL [UND] 11 2.14 4 36.36 SELL [UND] 0 0.00 0 0.00
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Rating System

BUY - The security is expected to outperform the market over the next six to 12 months; investors should consider adding the
security to their holdings opportunistically, subject to their overall diversification requirements.

HOLD - The security is expected to perform in line with general market indices over the next six to 12 months; no buy or sell
action is recommended at this time.

UNDERWEIGHT - The security is expected to underperform the market over the next six to 12 months; investors should
reduce their holdings opportunistically.

The information contained in this report is based on sources considered to be reliable but is not represented to be
complete and its accuracy is not guaranteed. The opinions expressed reflect the judgment of the author as of the
date of publication and are subject to change without notice. This report does not constitute an offer to sell or a
solicitation of an offer to buy any securities. Our company policy prohibits research analysts and members of their
families from owning securities of any company followed by that analyst, unless otherwise disclosed. Our officers,
directors, shareholders and other employees, and members of their families may have positions in these securities and
may, as principal or agent, buy and sell such securities before, after or concurrently with the publication of this report.
In some instances, such investments may be inconsistent with the opinions expressed herein. One or more of our
employees, other than the research analyst responsible for the preparation of this report, may be a member of the Board
of Directors of any company referred to in this report. The research analyst responsible for the preparation of this report is
compensated based on various factors, including the analyst’s productivity, the quality of the analyst’s research and stock
recommendations, ratings from investor clients, competitive factors and overall Firm revenues, which include revenues
derived from, among other business activities, the Firm’s performance of investment banking services. In accordance with
industry practices, our analysts are prohibited from soliciting investment banking business for our Firm.

Investors should assume that we are seeking or will seek investment banking or other business relationships with the
company described in this report.



September 5, 2012 KeyBanc
ENERGY: Multi- Utilities CaptnI Markets

Quick Alert

1

__

NiSource, Inc. (BUY)

NI- QA: Customer Settlement Announced for Gas Transmission Modernization Project

KeyBanc Capital Markets Inc. Paul T. Ridzon: (216) 689- 0270— pridzonkeybanccm.com
Member NYSE/FINRNSIPC Timothy Yee: (216) 689- 0385— tyee@keybanccm.com

KEY INVESTMENT POINTS
Last night, NiSource, Inc.’s (NI- NYSE) Columbia Gas Transmission subsidiary announced that it had reached a customer settlement
in its planned natural gas pipeline modernization program, requesting the Federal Energy Regulatory Commission (FERC) to approve
the settlement before year- end 2012.

The pipeline modernization project is expected to spend about $4 billion over the next 10- 15 years (about $300 million annually) to
enhance the integrity, reliability and flexibility of the Columbia Gas Transmission interstate natural gas pipeline system. The settlement
agreement with customers provides for an annual cost recovery tracker for an initial five- year term.

Recall we had highlighted additional clarity (possible customer settlement) around the gas pipeline modernization project as one of
several positive catalysts for NI shares as the basis for our March 21, 2012 upgrade.

From a high level we gather the following details around the deal:

•

. Settlement term of five years.
• Annual filings capture previous years’ capital, but with a mechanism to timely capture depreciation.
• Costs to achieve of $50 million (split evenly between 2012 and 2013). We expect NI will book both settlement payments in 3Q12,

and some level was contemplated in guidance.
• 14% pretax return on capital (including 2% for other taxes). We estimate the annual impact of roughly $0.07 per share, starting

in 2014.
• initial $25 million rate cut in 2014, partially impacts 2014 accretion by $0.06 per share
• Reduced depreciation rate (earnings neutral) will reduce customer bills by $35 million annually, commencing in 2012.

We believe this announcement builds momentum heading into Ni’s September 12 Analyst Day in New York City and shows
management’s continued execution of the NI growth plan — where after raising the dividend in May 2012, confirming Utica shale joint
ventures with HilCorp in July 2012 (upstream acreage and midstream infrastructure), and now finalizing a customer settlement for
Columbia Gas Transmission pipeline modernization, the Company could be in a position to reassess the trajectory of its long- term
EPS growth target (currently at 5%).

We expect NI shares to react positively to this announcement, although positive language on the 2Q call around “constructive dialogs”
with parties has boosted market expectations of a settlement.

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

I
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NiSource, Inc. - NI

NiSource, Inc. is an investment banking client of ours.
We have received compensation for investment banking services from NiSource, Inc. during the past 12 months
We expect to receive or intend to seek compensation for investment banking services from NiSource, Inc. within the next
three months.

During the past 12 months, NiSource, Inc. has been a client of the firm or its affiliates for non- securities related services.
We have managed or co- managed a public offering of securities for NiSource, Inc. within the past 12 months.

Req AIC Certification

The research analyst(s) responsible for the preparation of this research report certifies that:(1) all the views expressed in
this research report accurately reflect the research analyst’s personal views about any and all of the subject securities or
issuers; and (2) no part of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst(s) in this research report.

Three- Year Rating and Price Target History

Rating Disclosures

Distribution of RatingsllB Services Firmwide and by Sector

KeyBanc Capital Markets ENERGY

lB ServlPast 12 Mos. lB ServlPast 12 Mos.

Rating Count Percent count Percent Rating Count Percent Count Percent

BUY [BUY) 225 42.21 43 19.11 BUY [BUY) 39 49.37 16 41.03

HOLD [HOLD] 294 55.16 45 15.31 HOLD [HOLD] 40 50.63 17 42.50

SELL [UND] 14 2.63 4 28.57 SELL [UND] 0 0.00 0 0.00
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Rating and Price Target History for: NiSource, Inc. (NI) as of 09-04-2012
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Rating System

•BUY - The security is expected to outperform the market over the next six to 12 months; investors should consider adding the
security to their holdings opportunistically, subject to their overall diversification requirements.

HOLD - The security is expected to perform in line with general market indices over the next six to 12 months; no buy or sell
action is recommended at this time.

UNDERWEIGHT - The security is expected to underperlorm the market over the next six to 12 months; investors should
reduce their holdings opportunistically.

The information contained in this report is based on sources considered to be reliable but is not represented to be
complete and its accuracy is not guaranteed. The opinions expressed reflect the judgment of the author as of the
date of publication and are subject to change without notice. This report does not constitute an offer to sell or a
solicitation of an offer to buy any securities. Our company policy prohibits research analysts and members of their
families from owning securities of any company followed by that analyst, unless otherwise disclosed. Our officers,
directors, shareholders and other employees, and members of their families may have positions in these securities and
may, as principal or agent, buy and sell such securities before, after or concurrently with the publication of this report.
In some instances, such investments may be inconsistent with the opinions expressed herein. One or more of our
employees, other than the research analyst responsible for the preparation of this report, may be a member of the Board
of Directors of any company referred to in this report. The research analyst responsible for the preparation of this report is
compensated based on various factors, including the analyst’s productivity, the quality of the analyst’s research and stock
recommendations, ratings from investor clients, competitive factors and overall Firm revenues, which include revenues
derived from, among other business activities, the Firm’s performance of investment banking services. In accordance with
industry practices, our analysts are prohibited from soliciting investment banking business for our Firm.

Investors should assume that we are seeking or will seek investment banking or other business relationships with the
company described in this report.



April 30, 2013
KeyBanc

ENERGY: Multi- Utilities
CaptI Markets

Quick Alert

NiSource, Inc. (BUY)

Ni — Quick Alert: 1Q73 Results Essentially in Line

KeyBanc Capital Markets Inc. Paul T. Ridzon: (216) 689- 0270— pridzon@keycom
Member NYSEIFINRNSIPC

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

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

1Q13 Actual Results (vs. 1Q12):
• Ongoing EPS $0.69 vs. $0.72; GAAP EPS $0.69 vs. $0.75.
• Results were essentially in line with our $0.70 estimate and slightly below the $0.71 consensus view

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

IQ Highlights:

Columbia Pipeline Group (formerly Gas Transmission and Storage) results declined (operating earnings of $1 33.3 million vs. $1 38.6
million) on $3.0 million lower revenues due to the modernization settlement and higher expenses of $1.7 million stemming from
higher outside services and administrative costs.

• Gas Distribution operating earnings were $233.3 million vs. 244.8 million. Revenues rose $5.0 million on regulatory and service
programs partly offset by lower commercial and industrial volumes. Expenses were up $16.5 million on employee and administrative

costs, outside service costs and higher depreciation. Uncollectibles were lower, partly offsetting these higher costs.
• Electric operations earnings were up (operating earnings of $64.9 million vs. $48.5 million) on higher environmental and transmission

cost recovery of $7.6 million. Expenses fell $8.8 million on maintenance timing and lower MISC fees.
• Corporate and Other operating earnings fell $5.5 million to a loss of $3.6 million due to the roll- off of gains on corporate owned life

insurance (CCLI). Interest costs fell $4.7 million on a maturity in late 2012. The effective tax rate was 35.4% vs. 35.6%. The quarter
was impacted by the September 2012 equity issuance under NI’s forward sale, with the share count rising by 19 million shares vs.
the prior year quarter. Weather for the quarter was very close to normal vs. a very mild 1Q12.

• NI announced a new pipeline extension project to support a coal to gas electric plant conversion. Capital cost for the project is $40
million. The project is expected to be in service in 4Q14.

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

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

• Incremental infrastructure investment opportunities
• Pipeline modernization project updates
• Any color on how management views MLP’s

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

NiSource, Inc. is an investment banking client of ours.

We have received compensation for investment banking services from NiSource, Inc. during the past 12 months

We expect to receive or intend to seek compensation for investment banking services from NiSource, Inc. within the next
three months.

During the past 12 months, NiSource, Inc. has been a client of the firm or its affiliates for non- securities related services.

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

Reg A/C Certification

The research analyst(s) responsible for the preparation of this research report certifies that:(1) all the views expressed in
this research report accurately reflect the research analyst’s personal views about any and all of the subject securities or
issuers; and (2) no part of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst(s) in this research report.

Three- Year Rating and Price Target History

Distribution of Ratings/lB Services Firmwide and by Sector

KeyBanc Capital Markets ENERGY

lB ServlPast 12 Moe. lB ServlPast 12 Mos.

Rating Count Percent Count Percent Rating Count Percent count Percent

BUY [BUY] 221 44.11 48 21.72 Buy [BUY) 29 43.28 18 62.07

HOLD [HOLDJ 269 53.69 64 23,79 HOLD [HOLD] 38 56.72 18 47.37

SELL FUND] 11 2.20 1 9.09 SELL FUND] 0 0.00 0 0.00

Respondent: P. R. Moul
Page 450 of 670

Rating and Price Target History for: NiSource, Inc. (NI) as of 04-29-2013
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Rating Disclosures

Created by BlueMatrix

9



Respondent: P. R. Maul
Page 451 of 670

Rating System

• BUY - The security is expected to outperform the market over the next six to 12 months; investors should consider adding the
security to their holdings opportunistically, subject to their overall diversification requirements.

HOLD - The security is expected to perform in line with general market indices over the next six to 12 months; no buy or sell
action is recommended at this time.

UNDERWEIGHT - The security is expected to underperform the market over the next six to 12 months; investors should
reduce their holdings opportunistically.

The information contained in this report is based on sources considered to be reliable but is not represented to be
complete and its accuracy is not guaranteed. The opinions expressed reflect the judgment of the author as of the
date of publication and are subject to change without notice. This report does not constitute an offer to sell or a
solicitation of an offer to buy any securities. Our company policy prohibits research analysts and members of their
families from owning securities of any company followed by that analyst, unless otherwise disclosed. Our officers,
directors, shareholders and other employees, and members of their families may have positions in these securities and
may, as principal or agent, buy and sell such securities before, after or concurrently with the publication of this report.
In some instances, such investments may be inconsistent with the opinions expressed herein. One or more of our
employees, other than the research analyst responsible for the preparation of this report, may be a member of the Board
of Directors of any company referred to in this report. The research analyst responsible for the preparation of this report is
compensated based on various factors, including the analyst’s productivity, the quality of the analyst’s research and stock
recommendations, ratings from investor clients, competitive factors and overall Firm revenues, which include revenues
derived from, among other business activities, the Firm’s performance of investment banking services. In accordance with
industry practices, our analysts are prohibited from soliciting investment banking business for our Firm.

Investors should assume that we are seeking or will seek investment banking or other business relationships with the
company described in this report.



May 1,2012 KeyBanc
ENERGY: Multi- Utilities Captnl Markets

Quick Alert

NiSource, Inc. (BUY)

NI — Quick Alert: 1Q72 Solid Results, excluding Weather Impact

KeyBanc Capital Markets Inc. Paul I Ridzon: (216) 689- 0270 — pridzonkeybanccm.com
Member NYSEIFINRAISIPC Timothy Yee: (216) 669- 0385— tyekeybanccm.com

KEY INVESTMENT POINTS
April 30, 2012 Close: $24.65
1Q12 KBCM EPS Estimate: $0.69 (Consensus: $0.71)
2OI2KBCM EPS Estimate: $1.45 (Consensus: $1.44)

1Q12 Actual Results (vs. 1Q11):
• Ongoing EPS $0.67 vs. $0.72; GAAP EPS $0.68 vs. $0.75. (We note NI reports ongoing earnings of $0.76, with the Company’s

ongoing number being on a weather- normalized basis.)
• We note consensus is a mix of weather adjusted and non- adjusted estimates, making it difficult to compare actual results with

consensus.

Guidance: Maintained 2012 ongoing weather adjusted guidance of $1.40-$1.50 per share. Management reaffirmed that dividend
growth remains under consideration.

IQ Highlights:
• Gas Distribution operating earnings were $9.5 million higher on new Pennsylvania rates, Ohio infrastructure trackers, higher

depreciation, partly offset by lower employee expenses.
• Gas Transmission and Storage improved (operating earnings of $139 million vs. $118 million) on higher demand margin at new

projects and the Columbia Gulf FERC rate case. Results were partly offset by weather- related lower volumes and slightly higher
expenses.

• Electric operations earnings were off less than $1 million as improved margin on the Indiana rate case was offset by higher expenses.
Weather adjusted retail load fell 2.5%.

• NI reaffirmed commitment to growth initiatives including a joint venture with a producer in the Marcellus/Utica to drive infrastructure
buildout, ongoing pipeline modernization project discussions (potential $4 billion over 10- 15 years) and completion of two open
seasons to move gas from the Marcellus to the Gulf ($220 million of capital) and Mid- Atlantic markets.

Initial Take: We expect a positive response to solid earnings and continued focus on initiatives (including disclosing $220 million size
of Gulf pipeline expansion project), potentially tempered by no major announcements on the Utica joint venture and dividend growth.

9:00 AM ET Conference Call #: (866) 730- 5770 ID#: 77451655
We will be focused on:
• Further detail on potential joint venture on its UticalMarcellus acreage
• Pipeline modernization project updates
• Timing around potential dividend growth. We note a May 15 shareholder meeting in Chicago.

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

NiSoutce, Inc. is an investment banking client of outs.

We have received compensation for investment banking services from NiSource, Inc. during the past 12 months

We expect to receive or intend to seek compensation for investment banking services from NiSource, Inc. within the next
three months.

During the past 12 months, NiSource, Inc. has been a client of the firm or its affiliates for non- securities related services.

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

Reg A/C Certification

The research analyst(s) responsible for the preparation of this research report certifies that:(1) all the views expressed in
this research report accurately reflect the research analyst’s personal views about any and all of the subject securities or
issuers; and (2) no part of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst(s) in this research report.

Three- Year Rating and Price Target History

Rating Disclosures

Distribution of RatingsIIB Services Firmwide and by Sector

KeyBanc Capital Markets ENERGY

lB ServlPast 12 Moe. lB ServlPast 12 Mos.

Rating Count Percent Count Percent Rating Count Percent Count Percent

BUY [BUY] 222 43.44 46 2072 BUY [BUY] 38 48.10 17 44.74

HOLD [HOLD] 278 54.40 53 19.06 HOLD [HOLD] 41 51.90 19 46.34

SELL [UND] 11 2.15 4 36.36 SELL [UND] 0 0.00 0 0,00

Rating and Price Target History for: NiSource, Inc. (NI) as of 04-30-2012

Created by BlueMatrix
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Rating System

• BUY - The security is expected to outperform the market over the next six to 12 months; investors should consider adding the
security to their holdings opportunistically, subject to their overall diversification requirements.

HOLD - The security is expected to perform in line with general market indices over the next six to 12 months; no buy or sell
action is recommended at this time.

UNDERWEIGHT - The security is expected to underperform the market over the next six to 12 months; investors should
reduce their holdings opportunistically.

The information contained in this report is based on sources considered to be reliable but is not represented to be
complete and its accuracy is not guaranteed. The opinions expressed reflect the judgment of the author as of the
date of publication and are subject to change without notice. This report does not constitute an offer to sell or a
solicitation of an offer to buy any securities. Our company policy prohibits research analysts and members of their
families from owning securities of any company followed by that analyst, unless otherwise disclosed. Our officers,
directors, shareholders and other employees, and members of their families may have positions in these securities and
may, as principal or agent, buy and sell such securities before, after or concurrently with the publication of this report.
In some instances, such investments may be inconsistent with the opinions expressed herein. One or more of our
employees, other than the research analyst responsible for the preparation of this report, may be a member of the Board
of Directors of any company referred to in this report. The research analyst responsible for the preparation of this report is
compensated based on various factors, including the analyst’s productivity, the quality of the analyst’s research and stock
recommendations, ratings from investor clients, competitive factors and overall Firm revenues, which include revenues
derived from, among other business activities, the Firm’s performance of investment banking services. In accordance with
industry practices, our analysts are prohibited from soliciting investment banking business for our Firm.

Investors should assume that we are seeking or will seek investment banking or other business relationships with the
company described in this report.



July 31, 2012
KeyBanc

ENERGY: Multi- Utilities CC,1tI Markets

Quick Alert

NiSource, Inc. (BUY)

NI - Quick Alert: 2Q72- Solid Results; Growth Projects Intact

KeyBanc Capital Markets Inc. Paul T. Ridzon: (216) 689- 0270— pridzon@keybanccm.com
Member NYSEJFINRNSIPC Timothy Yee: (216) 689-0385— tye@keybanccm.com

KEY INVESTMENT POINTS
July 30, 2012 Close: $25.63
2Q12 KBCM EPS Estimate: $0.22 (Consensus: $0.20)
2012 KBCM EPS Estimate: $1.45 (Consensus: $1.45)
2013 KBCM EPS Estimate: $1.55 (Consensus: $1.54)

2Q12 Actual Results (vs. 2Q11):
Ongoing EPS of $0.24 vs. $0.17; GAAP EPS of $0.25 vs. $0.14. (We note NI reported ongoing earnings of $0.23, with the Company’s
ongoing number being on a weather- normalized basis.)

• The difference between GAAP and ongoing EPS was due to the discontinued gas marketing business and an asset gain.
• Results were ahead our estimate of $0.22 and consensus of $0.20.
• Relative to our estimate, each segment performed modestly better, with the Gas Transmission and Storage segment particularly

benefiting from Millennium Pipeline equity earnings.
• Growth projects remain on track in all segments.. . The earnings release has few incremental details on growth projects, which we expect will be fully discussed at the September

12 investor day.

Guidance: Maintained 2012 ongoing weather adjusted guidance of $1.40- $1.50 per share.

2Q Highlights:
• Gas Distribution operating earnings were $5.7 million higher on new rates in Ohio and Pennsylvania, partly offset by higher

depreciation and outside service costs.
• Gas Transmission and Storage improved (operating earnings of $91.6 million vs. $84.6 million) on higher demand margin at new

projects, partly offset by lower NGL revenues. Equity earnings in the Millennium Pipeline drove the strong quarterly earnings, adding
$6.2 million. Expenses rose modestly as administrative costs were controlled.

• Electric operations earnings were $59.8 million vs. $37.8 million due to improved margin on the Indiana rate case, including reduced
customer credits. Off- system sales also benefited results. Expenses rose on implementation of deferred depreciation on the Sugar
Creek plant and higher MISC fees. Cooling degree days were 64% above normal and 46% above 2Q11.

Initial Take: We expect a positive response to the strong results, potentially offset by lack of incremental detail around the joint venture
process and pipeline modernization projects. We expect NI will fully vet these and other issues at its upcoming analyst day in NYC
on September 12.

9:00 AM ET Conference Call #: (866) 783- 2142; lD#: 45747504.
We will be focused on:
• Further detail on the potential joint venture on its Utica/Marcellus acreage.
• Pipeline modernization project updates, including commentary around settlement with customers.

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 2 - 3 OF THIS NOTE.
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KeyBanc Capital Markets Inc. Disclosures and Certifications

NiSource, Inc. - NI

NiSource, Inc. is an investment banking client of ours.

We have received compensation for investment banking services from NiSource, Inc. during the past 12 months

We expect to receive or intend to seek compensation for investment banking services from NiSource, Inc. within the next
three months.

During the past 12 months, NiSource, Inc. has been a client of the firm or its affiliates for non- securities related services.

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

Reg A/C Certification

The research analyst(s) responsible for the preparation of this research report certifies that:(1) all the views expressed in
this research report accurately reflect the research analyst’s personal views about any and all of the subject securities or
issuers; and (2) no part of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst(s) in this research report.

Three- Year Rating and Price Target History

N \ -

— 28

N \
VjA

4

Rating Disclosures

Distribution of Ratings/lB Services Firmwide and by Sector

KeyBanc Capital Markets ENERGY

lB ServlPast 12 Mos. lB ServlPast 12 Moe.

Rating count Percent Count Percent Rating Count Percent Count Percent

BUY [BUY] 230 43.48 44 19.13 BUY [BUY] 38 48.10 14 36.84

HOLD [HOLD] 287 54.25 47 16.38 HOLD [HOLD] 41 51.90 17 41.46

SELL [UND] 12 2.27 4 33.33 SELL [UND] 0 0.00 0 0.00

Respondent: P. R. Moul
Page 456 of 670

07/02/10 I 07/20/10 09/07/10
8:516 B:517 H:NA
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Rating and Price Target History for: NiSource, Inc. (NI) as of 07-30-2012
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Created by BlueMatrix
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Respondent: P. R. Maul
Page 457 of 670

Rating System

•BUY - The security is expected to outperform the market over the next six to 12 months; investors should consider adding the
security to their holdings opportunistically, subject to their overall diversification requirements.

HOLD - The security is expected to perform in line with general market indices over the next six to 12 months; no buy or sell
action is recommended at this time.

UNDERWEIGHT - The security is expected to underperform the market over the next six to 12 months; investors should
reduce their holdings opportunistically.

The information contained in this report is based on sources considered to be reliable but is not represented to be
complete and its accuracy is not guaranteed. The opinions expressed reflect the judgment of the author as of the
date of publication and are subject to change without notice. This report does not constitute an offer to sell or a
solicitation of an offer to buy any securities. Our company policy prohibits research analysts and members of their
families from owning securities of any company followed by that analyst, unless otherwise disclosed. Our officers,
directors, shareholders and other employees, and members of their families may have positions in these securities and
may, as principal or agent, buy and sell such securities before, after or concurrently with the publication of this report.
In some instances, such investments may be inconsistent with the opinions expressed herein. One or more of our
employees, other than the research analyst responsible for the preparation of this report, may be a member of the Board
of Directors of any company referred to in this report. The research analyst responsible for the preparation of this report is
compensated based on various factors, including the analyst’s productivity, the quality of the analyst’s research and stock
recommendations, ratings from investor clients, competitive factors and overall Firm revenues, which include revenues
derived from, among other business activities, the Firm’s performance of investment banking services. In accordance with
industry practices, our analysts are prohibited from soliciting investment banking business for our Firm.

Investors should assume that we are seeking or will seek investment banking or other business relationships with the
company described in this report.



November 2, 2012 keyBanc
ENERGY: Multi- Utilities Capital Markets

Quick Alert

NiSource, Inc. (BUY)

NI — Quick Alert: 3Q72 Solid Results, Execution on Track

KeyBanc Capital Markets Inc. Paul T. Ridzon: (216) 689- 0270— pridzon@key.com
Member NYSEJFINRAJSIPC Timothy Yee: (216) 689- 0385— )yeJccom

KEY INVESTMENT POINTS
November 1, 2012 Close: $25.45
3Q12 KBCM EPS Estimate: $0.03 (Consensus: $0.04)
2012 KBCM EPS Estimate: $1.45 (Consensus: $1.45)
2013 KBCM EPS Estimate: $1.55 (Consensus: $1.57)

3Q12 Actual Results (vs. 3Q11):
• Ongoing EPS $0.05 vs. $0.13; GAAP EPS $0.06 vs. $0.12.
• NI excludes the impact weather variations from normal in its ongoing earnings. Results were approximately $0.02 better before

this normalization.
• Results were ahead of our estimate of $0.03 and consensus of $0.04 per share. Relative to our estimate, NGT&S performed more

strongly, despite booking a $50 million refund (treated as ongoing).

Guidance: Maintained 2012 ongoing weather- normalized guidance of $1.40- $1.50 per share. NI reiterated long- term growth target

•

of 5-7%.

3Q Highlights:
• Growth projects remain on track in all segments.
• Gas Distribution operating earnings were $15.5 million vs. $8.0 million higher on new rates in Ohio and Pennsylvania partly offset

by higher depreciation and employee costs.
• Gas Transmission and Storage improved (operating earnings of $38.8 million vs. $64.6 million) as NI booked the full $50 million

2012- 2013 refund as agreed under its infrastructure modernization settlement. This charge was partially offset by earnings on new
projects and higher rates at Columbia Gulf. Equity earnings rose from higher Millennium Pipeline demand and commodity revenue.
Expenses fell on lower depreciation under the settlement and lower environmental costs.

• Electric operations earnings were $77.7 million vs. $72.9 million, mostly from reduced customer credits from the Nipsco rate case
and higher commercial and industrial margins on new rates. Expenses rose on implementation of deferred depreciation on the
Sugar Creek plant and higher generation, property tax, storm, personal and MISO costs. Cooling degree days were 16.6% above
normal and 3.9% above 3Q11. Overall, weather had a $0.02 per share positive impact overall.

Initial Take: We expect a positive response to the earnings coming in better than views and continued strategic execution.

9:00 AM ET Conference Call #: (800) 510- 9834 ID#: 83599252
We will be focused on:
• Economic update
• Business update on Utica/Marcellus joint venture acreage development
• Infrastructure project updates

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 2-3 OF THIS NOTE.
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KeyBanc Capital Markets Inc. Disclosures and Certifications

Novêfr O1
—Attachment-A—-——

Respondent: P. R. Moul
Page 459 of 670

NiSource, Inc. - NI

NiSource, Inc. is an investment banking client of outs.
We have received compensation fot investment banking services from NiSource, Inc. during the past 12 months
We expect to receive or intend to seek compensation for investment banking services from NiSource, Inc. within the next
three months.

During the past 12 months, NiSource, Inc. has been a client of the firm or its affiliates for non- securities related services.
We have managed or co- managed a public offering of securities for NiSource, Inc. within the past 12 months.

Req A/C Certification

The research analyst(s) responsible for the preparation of this research report certifies that:(1) all the views expressed in
this research report accurately reflect the research analyst’s personal views about any and all of the subject securities or
issuers; and (2) no part of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst(s) in this research report.

Three- Year Rating and Price Target History

Rating Disclosures

Distribution of Ratings/lB Services Firmwide and by Sector

KeyBanc Capital Markets ENERGY
lB ServlPast 12 Mos. lB ServlPast 12 Mos.

Rating count Percent Count Percent Rating Count Percent Count Percent

BUY [BUY] 210 42.42 48 22.86 BUY [BUY] 31 50.82 15 48.39

HOLD [HOLD] 275 55.56 48 17.45 HOLD [HOLD] 30 49.18 19 63.33

SELL [UND] 10 2.02 3 30.00 SELL fUND] 0 0.00 0 0.00

07102110 07/20/10 09/07/10 03/21/12
1:516 9:517 H:NA 0526.1

Rating and Price Target History for: NiSource, Inc. (NI) as of 11-01-2012
09/14/12
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Respondent: P. R. Moul
Page 460 of 670

Rating System

• BUY - The security is expected to outperform the market over the next six to 12 months; investors should consider adding the
security to their holdings opportunistically, subject to their overall diversification requirements.

HOLD - The security is expected to perform in line with general market indices over the next six to 12 months; no buy or sell
action is recommended at this time.

UNDERWEIGHT - The security is expected to underperform the market over the next six to 12 months; investors should
reduce their holdings opportunistically.

The information contained in this report is based on sources considered to be reliable but is not represented to be
complete and its accuracy is not guaranteed. The opinions expressed reflect the judgment of the author as of the
date of publication and are subject to change without notice. This report does not constitute an offer to sell or a
solicitation of an offer to buy any securities. Our company policy prohibits research analysts and members of their
families from owning securities of any company followed by that analyst, unless otherwise disclosed. Our officers,
directors, shareholders and other employees, and members of their families may have positions in these securities and
may, as principal or agent, buy and sell such securities before, after or concurrently with the publication of this report.
In some instances, such investments may be inconsistent with the opinions expressed herein. One or more of our
employees, other than the research analyst responsible for the preparation of this report, may be a member of the Board
of Directors of any company referred to in this report. The research analyst responsible for the preparation of this report is
compensated based on various factors, including the analyst’s productivity, the quality of the analyst’s research and stock
recommendations, ratings from investor clients, competitive factors and overall Firm revenues, which include revenues
derived from, among other business activities, the Firm’s performance of investment banking services. In accordance with
industry practices, our analysts are prohibited from soliciting investment banking business for our Firm.

Investors should assume that we are seeking or will seek investment banking or other business relationships with the
company described in this report.



February 19, 2013 KeyBanc
ENERGY: Multi- Utilities CaptaI Markets

Quick Alert

NiSource, Inc. (BUY)

NI — Quick Alert: 4Q72 Solid Quartet Guidance in Line with Views
KeyBanc Capital Markets Inc. Paul T. Ridzon: (216) 689- 0270 .com
Member NYSEIFINRNSIPC Timothy Yee: (216) 689- 0385— tyeekey.com

KEY INVESTMENT POINTS
February 15, 2013 Close: $26.78
4Q12 KBCM EPS Estimate: $0.40 (Consensus: $0.43)
2012 KBCM EPS Estimate: $1.45 (Consensus: $1.45)
2013 KBCM EPS Estimate: $1.55 (Consensus: $1.57)

4Q12 and FY12 Actual Results (vs. 4Q11 and FY11):
• 4Q12 ongoing EPS $0.44 vs. $0.32; 4Q12 GAAP EPS $0.42 vs. $0.05
• FY12 ongoing EPS $1.46 vs. $1.32; FY12 GAAP EPS $1.41 vs. $1.05
• NI excludes the impact of weather variations from normal in its ongoing earnings. The 4Q results were approximately $0.01 worse

before this normalization. Full- year weather impact was a roughly $0.08 per share negative.
• 4Q results were ahead of our estimate of $0.40 and consensus of $0.43 per share. Relative to our estimate, employee costs appear

to have declined.

Guidance: Initiated 2013 ongoing weather-normalized guidance of $1.50- $1 .60 per share. Reiterated long-term growth target of
5-7%.

4Q Highlights:
• Gas Distribution operating earnings were $133.6 million vs. $141.1 million higher on new rates in Ohio, partly offset by higher

depreciation, outside services, environmental expense and materials and supplies. Employee costs fell for the quarter.
• Gas Transmission and Storage improved (operating earnings of $128.8 million vs. $89.0 million) as customer settlement payments

and lower midstream revenues were offset by mineral rights, demand margin and growth projects. On the expense side, costs fell on
lower employee costs and lower depreciation stemming from the settlement. Equity earnings rose from higher Millennium Pipeline
demand and commodity.

• Electric operations operating earnings were $51.6 million vs. $42.9 million, mostly increased industrial and commercial margins
and recognition of emission allowances. Expenses rose $30 million on higher depreciation and generation costs. Employee costs
rose at this segment.

• NI outlined $1.8 billion of 2013 capital expenditures consistent with its growth initiative.

Initial Take: We expect a positive response to a solid quarter and execution around capital programs.

9:00 AM El Conference Call #: (800) 510- 9661 ID#: 50399586
We will be focused on:
• 2013 outlook
• Business update on Utica/Marcellus joint venture acreage development
• Infrastructure project updates

•

• Indiana legislative update on distribution improvement riders
• Economic update and retail trends

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

I



Feba1

KeyBanc Capital Markets Inc. Disclosures and Certifications

Respondent: P. R. Maul
Page 462 of 670

•NiSource, Inc. - NI

We expect to receive or intend to seek compensation for investment banking services from NiSource, Inc. within the next
three months.

During the past 12 months, NiSource, Inc. has been a client of the firm or its affiliates for non- securities related services.

Reg A/C Certification

The research analyst(s) responsible for the preparation of this research report certifies that:(1) all the views expressed in
this research report accurately reflect the research analyst’s personal views about any and all of the subject securities or
issuers; and (2) no part of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst(s) in this research report.

Three- Year Rating and Price Target History

Rating Disclosures

Distribution of RatingsllB Services Firmwide and by Sector

KeyBanc Capital Markets ENERGY

lB ServiPast 12 Mos. lB ServlPast 12 Mos.

Rating Count Percent Count Percent Rating Count Percent Count Percent

BUY [BUY] 224 44.27 46 20.54 BUY [BUY] 27 42.86 15 55.56

HOLD [HOLD] 271 53.56 60 22.14 HOLD [HOLDJ 36 57.14 18 50.00

SELL [UNDJ 11 2,17 2 18.18 SELL [UND] 0 0.00 0 0.00

09/07/10 03/21/12
H:NA 9:526.5

Rating and Price Target History for: NiSource, Inc. (NI) as of 02-18-2013

Created by BlueMatrix
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Rating System

•BUY - The security is expected to outperform the market over the next six to 12 months; investors should consider adding the
security to their holdings opportunistically, subject to their overall diversification requirements.

HOLD - The security is expected to perform in line with general market indices over the next six to 12 months; no buy or sell
action is recommended at this time.

UNDERWEIGHT - The security is expected to underperform the market over the next six to 12 months; investors should
reduce their holdings opportunistically.

The information contained in this report is based on sources considered to be reliable but is not represented to be
complete and its accuracy is not guaranteed. The opinions expressed reflect the judgment of the author as of the
date of publication and are subject to change without notice. This report does not constitute an offer to sell or a
solicitation of an offer to buy any securities. Our company policy prohibits research analysts and members of their
families from owning securities of any company followed by that analyst, unless otherwise disclosed. Our officers,
directors, shareholders and other employees, and members of their families may have positions in these securities and
may, as principal or agent, buy and sell such securities before, after or concurrently with the publication of this report.
In some instances, such investments may be inconsistent with the opinions expressed herein. One or more of our
employees, other than the research analyst responsible for the preparation of this report, may be a member of the Board
of Directors of any company referred to in this report. The research analyst responsible for the preparation of this report is
compensated based on various factors, including the analyst’s productivity, the quality of the analyst’s research and stock
recommendations, ratings from investor clients, competitive factors and overall Firm revenues, which include revenues
derived from, among other business activities, the Firm’s performance of investment banking services. In accordance with
industry practices, our analysts are prohibited from soliciting investment banking business for our Firm.

Investors should assume that we are seeking or will seek investment banking or other business relationships with the
company described in this report.



February 18, 2013 KoyBanc
ENERGY: Electric Utilities! Multi- Utilities CapitI Markets

Industry Update! Price Target Change

0
Electric Utilities: Raising Price Targets After Group Multiple Expansion

KeyBanc Capital Markets Inc. Paul I Ridzon: (216) 689- 0270— pridzon@key.com
Member NYSE/FINRNSIPC Timothy Yee: (216) 689- 0385— tyeekey.com

Cur Pry Cur Pry FC

Rtg Rtg Target Target 2012El___

____

AEP $47.00 $45.50 $3.13 $3.30 $3.09 $3.10 $3.05 $3.10

ALE BUY BUY $48.00 $45.50 $2.74 $3.01 $2.58 $2.70 - - $2.55 $2.70 - -

CMS BUY BUY $27.00 $25.50 $1.54 $1.63 $1.55 $1.65 -- $1.55 $1.65 --

CNL BUY BUY $45.00 $44.00 $2.43 $2.52 $2.40 $2.55 - - $2.40 $2.55 - -

IDA BUY BUY $48.00 $46.00 $3.35 $3.26 $3.35 $3.25 - - $3.35 $3.25 - -

NI BUY BUY $28.50 $27.50 $1.45 $1.55 $1.45 $1.55 -- $1.45 $1.55 --

ACTION STATEMENT
We are revisiting price targets on some of our BUY-rated names after the strength in the markets has lifted the overall valuation of

• the utility group. On a relative basis, we still find value in these names despite the fact that several of them have traded through our
prior price targets. We are raising our price targets on American Electric Power Company, Inc. (AEP-NYSE), Allete, Inc. (ALE-NYSE),
CMS Energy Corporation (CMS-NYSE), Cleco Corporation (CNL-NYSE), IDACORP, Inc. (IDA-NYSE) and NiSource, Inc. (NI-NYSE).
Given the nature of how the utility sector historically trades as a group, we use essentially the same valuation methodology, grounded
against a higher group multiple.

KEY INVESTMENT POINTS
Given the recent strength in the utilities sector and the overall market, we are revisiting several price targets for our BUY- rated names.
Since the end of 2012, the S&P 500 is up 6.6% while the Philadelphia utility index (UTY) has risen by 4.1%.

We are raising price targets on BUY- rated AER ALE, CMS, CNL, IDA and NI to reflect a higher group multiple. Some of these names
have traded through our previous price targets given a strong overall market. Our coverage universe currently trades at a P/E multiple
of 15.5x 2013 earnings. We continue to view these names favorably based on relative valuation.

Below we discuss the characteristics that attract us to these companies:

American Electric Power Company, Inc. (AEP- NYSE; BUY; $47.00 price target; $3.10 EPS 2013E) - We continue to view AEP
as a core large cap holding. At its recent Analyst Day, AEP issued 2013 and 2014 guidance ranges of $3.05- $3.25 and $3.15- $3.45
per share, respectively. The dividend policy was raised from a 50- 60% payout ratio to 60- 70%, supported by regulated earnings.
The Company’s 4- 6% growth rate was reaffirmed. We believe AEP offers investment opportunity on generally reasonable regulatory
environments and offers upside in a tightening commodity market. We have increased our price target to $47.00 from $45.50 per
share. Our valuation is based upon a modest group discount.

Allete, Inc. (ALE- NYSE; BUY; $48.00 price target; $2.70 EPS 2013E) - We believe ALE offers above- average growth prospects
through investment in renewables, environmental, transmission and potentially new generation, all in a constructive regulatory
environment. Potential near- to medium- term catalysts include incremental wind capacity and possible monetization of Florida real
estate assets. We have increased our price target to $48.00 from $45.50 per share. We add back the Florida teal estate losses
and apply a premium valuation and then add back 70% of the real estate book value in our valuation.

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGE 3 OF THIS NOTE.

BUY BUY

Current EPS Previous EPS

2012 2013 2014 2012 2013 2014
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CMS Energy Corporation (CMS- NYSE; BUY; $27.00 price target; $1.65 EPS 2013E) - In our view, CMS
opportunities in a constructive regulatory environment. CMS has potential investment in renewables and baseload natural gas
generation. NOL’s (net operating loss carry forwards) allow investment without meaningful equity needs. We have increased our
price objective to $27.00 from $25.50 per share. We use a valuation premium of 6%.

Cleco Corporation (CNL- NYSE; BUY; $45.00 price target; $2.55 EPS 2013E) - CNL has successfully completed its large capital
program and represents a free cash flow story. We estimate CNL can generate roughly $90 million of free cash annually. Management
has indicated it would utilize this free cash to seek investment opportunities with utility- like risk and returns and/or return cash to
shareholders through higher dividend payments or share repurchases. Our new $45 price target (prior $44.00) is derived from the
value of a premium utility, including earnings from rate- basing the Coughlin plant, and adding the cash generated by levering the plant
to the utility’s capital structure.

IDACORP, Inc. (IDA- NYSE; BUY; $48.00 price target; $3.25 EPS 201 3E) - IDA has investment opportunities around large
transmission projects and potential generation to fill the needs caused by expiring power contracts. We believe Idaho regulation
continues to improve as evidenced by recent constructive settlements that act to put a 9.5% floor on IDA’s earned ROE. We have
raised our price target to $48.00 from $46.00 per share, based upon our view that shares should trade at a 5% discount to the
group given lingering risk that improvement in Idaho regulation stalls.

NiSource, Inc. (NI- NYSE; BUY; $28.50 price target; $1.55 EPS 2013E) - We view NI as a portfolio of attractive assets in the gas
distribution, electric utility and gas midstream businesses, coupled with a meaningful (100,000- 200,000 acres) position in the Utica!
Marcellus. Our valuation is based on a sum- of- the- parts of companies in respective peer groups. We have raised our price objective
to $28.50 from $27.50 per share.

VALUATION TABLE FOR COMPANIES IN THIS REPORT WITH PRICE TARGET CHANGES
2013E 2013 Price Tgt Price

Company TKR Rating EPS P/E PIE Target
Allete, Inc. ALE Buy $2.70 17.3x 17.8x $48.00
American Electric Power, Inc. AEP Buy $3.10 14.4x 15.2xj$47.00
CMS Energy Corp. CMS Buy $1.65j15.6xT 16.4x j$27.OO
Cleco Corp. CNL Buy $2.55 j 17.lx 17.6x $45.00
IDACORP, Inc. IDA Buy $3.25 14.4x 14.8x4$4800
NiSource, Inc. NI Buy $i.SSJ 17.4x 18.4x $28.50

KBCM Utility Peer Group Average Multiple I 5.5x

9
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KeyBanc Capital Markets Inc. Disclosures and Certifications

Important disclosures for the companies mentioned in this report can be found at https://key2.bluematrix.com/sellside/
Disclosures.action.

Please refer to the analysts’ recently published reports for company- specific valuation and risks.

Req AIC Certification

The research analyst(s) responsible for the preparation of this research report certifies that:(1) all the views expressed in
this research report accurately reflect the research analyst’s personal views about any and all of the subject securities or
issuers; and (2) no part of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst(s) in this research report.

Rating Disclosures

Distribution of Ratings!IB Services Firmwide and by Sector

KeyBanc Capital Markets ENERGY

lB Sorv!Past 12 Mos. lB ServiPast 12 Mos.

Rating count Percent count Percent Rating Count Percent Count Percent

BUY [BUY) 224 44.27 46 20.54 BUY [BUY] 27 42.86 15 55.56

HOLD [HOLD] 271 53.56 60 22.14 HOLD [HOLD] 36 57.14 18 50.00

SELL [UND] 11 2.17 2 18.18 SELL [UND] 0 0.00 0 0.00

Rating System. BUY - The security is expected to outperform the market over the next six to 12 months; investors should consider adding the
security to their holdings opportunistically, subject to their overall diversification requirements.

HOLD - The security is expected to perform in line with general market indices over the next six to 12 months; no buy or sell
action is recommended at this time.

UNDERWEIGHT - The security is expected to underperform the market over the next six to 12 months; investors should
reduce their holdings opportunistically.

The information contained in this report is based on sources considered to be reliable but is not represented to be
complete and its accuracy is not guaranteed. The opinions expressed reflect the judgment of the author as of the
date of publication and are subject to change without notice. This report does not constitute an offer to sell or a
solicitation of an offer to buy any securities. Our company policy prohibits research analysts and members of their
families from owning securities of any company followed by that analyst, unless otherwise disclosed. Our officers,
directors, shareholders and other employees, and members of their families may have positions in these securities and
may, as principal or agent, buy and sell such securities before, after or concurrently with the publication of this report.
In some instances, such investments may be inconsistent with the opinions expressed herein. One or more of our
employees, other than the research analyst responsible for the preparation of this report, may be a member of the Board
of Directors of any company referred to in this report. The research analyst responsible for the preparation of this report is
compensated based on various factors, including the analyst’s productivity, the quality of the analyst’s research and stock
recommendations, ratings from investor clients, competitive factors and overall Firm revenues, which include revenues
derived from, among other business activities, the Firm’s performance of investment banking services. In accordance with
industry practices, our analysts are prohibited from soliciting investment banking business for our Firm.. Investors should assume that we are seeking or will seek investment banking or other business relationships with the
company described in this report.



May 23, 2012 KeyBanc
ENERGY: Multi- Utilities CapitI Markets

Quick Alert

NiSource, Inc. (BUY)

Ni - Quick Alert: Close to Finalizing JV?

KeyBanc Capital Markets Inc. Paul T. Ridzon: (216) 689- 0270— pridzonkevbanccm.com
Member NYSEJFINRNSIPC Timothy Yee: (216) 689- 0385— tveekeybanccm.com

KEY INVESTMENT POINTS
In a Cleveland Plain Dealer newspaper article, we have learned that on Friday, May 18, 2012, Columbia Gas Transmission (a NiSource
subsidiary) filed an agreement to transfer the right to drill for oil and gas on about 14,000 leased gas storage acres associated with
the Brinker storage field in Ohio to sister subsidiary NiSource Energy Ventures.
(see http://www.cleveland.com/business/index.ssf/2012/05/old_natural_gas_leases_block_h.html

Recall that NI has indicated that it is working with an oil and gas developer on a potential joint venture in which NI would contribute
around 15,000 of its own acres, to be married with a larger position in the wet Utica shale region, and as part of the agreement, NI
would look to develop the supporting infrastructure around production of the combined joint venture acreage (around 100,000 acres).

We believe as a gating issue, NI is not likely to have filed for property transfer until a joint venture deal was in place. We would expect
an announcement soon on the producer counterparty in which NI has described as “widely recognized, widely respected” (and not
Chesapeake Energy).

Assuming the transfer is related to the joint venture, we view this news positively, as it signals the joint venture is proceeding and
likely close to announcement.

.
FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 2- 3 OF THIS NOTE.
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KeyBanc Capital Markets Inc. Disclosures and Certifications
NiSource, Inc. - NI

NiSource, Inc. is an investment banking client of ours.

We have received compensation for investment banking services from NiSource, Inc. during the past 12 months
We expect to receive or intend to seek compensation for investment banking services from NiSource, Inc. within the next
three months.

During the past 12 months, NiSource, Inc. has been a client of the firm or its affiliates for non- securities related services.
We have managed or co- managed a public offering of securities for NiSource, Inc. within the past 12 months.

Reg A/C Certification

The research analyst(s) responsible for the preparation of this research report certifies that:(1) all the views expressed in
this research report accurately reflect the research analyst’s personal views about any and all of the subject securities or
issuers; and (2) no part of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst(s) in this research report.

Three- Year Rating and Price Target History
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BUY [BUY) 226 44.14 46 20.35 BUY [BUY) 38 48.10 16 42.11

HOLD [HOLD] 275 53.71 53 19.27 HOLD CHOLD] 41 51.90 19 46.34

SELL LUND] 11 2.15 4 36.36 SELL [UND] 0 0.00 0 0.00
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Respondent: P. R. Maul
Page 469 of 670

Rating System

•BUY - The security is expected to outperform the market over the next six to 12 months; investors should consider adding the
security to their holdings opportunistically, subject to their overall diversification requirements.

HOLD - The security is expected to perform in line with general market indices over the next six to 12 months; no buy or sell
action is recommended at this time.

UNDERWEIGHT - The security is expected to underperform the market over the next six to 12 months; investors should
reduce their holdings opportunistically.

The information contained in this report is based on sources considered to be reliable but is not represented to be
complete and its accuracy is not guaranteed. The opinions expressed reflect the judgment of the author as of the
date of publication and are subject to change without notice. This report does not constitute an offer to sell or a
solicitation of an offer to buy any securities. Our company policy prohibits research analysts and members of their
families from owning securities of any company followed by that analyst, unless otherwise disclosed. Our officers,
directors, shareholders and other employees, and members of their families may have positions in these securities and
may, as principal or agent, buy and sell such securities before, after or concurrently with the publication of this report.
In some instances, such investments may be inconsistent with the opinions expressed herein. One or more of our
employees, other than the research analyst responsible for the preparation of this report, may be a member of the Board
of Directors of any company referred to in this report. The research analyst responsible for the preparation of this report is
compensated based on various factors, including the analyst’s productivity, the quality of the analyst’s research and stock
recommendations, ratings from investor clients, competitive factors and overall Firm revenues, which include revenues
derived from, among other business activities, the Firm’s performance of investment banking services. In accordance with
industry practices, our analysts are prohibited from soliciting investment banking business for our Firm.

Investors should assume that we are seeking or will seek investment banking or other business relationships with the
company described in this report.



November 26, 2012 KeyBanc
ENERGY: Multi- Utilities Capital Markets

Quick Alert

NiSource, Inc. (BUY)

NI - Quick Alert: Gas Explosion eported, No Deaths Reported

KeyBanc Capital Markets Inc. Paul T. Ridzon: (216) 689- 0270— pridzonkey.com
Member NYSE/FINRNSIPC Timothy Yee: (216) 689- 0385— tyee@key.com

KEY INVESTMENT POINTS
Over the weekend, a natural gas explosion occurred on the Springfield system of NiSource’s (NI- NYSE) Columbia Gas of
Massachusetts.

While the investigation is ongoing, here is what the Associated Press has reported: a NI gas worker responded to the evacuated area to
investigate a potential leak. Cuing off apparently misplaced markings on the sidewalk, he used an underground probe to detect a leak,
and accidentally pierced a high pressure line. Through some source, gas ignited and caused an explosion, which did severe damage
to a few and less severe damage to the surrounding buildings. According to the report, 42 buildings sustained some level of damage.

There were no deaths, but several minor injuries were reported; most (if not all) have been released.

While the event is tragic, we believe the financial impact to NI is contained. We expect insurance will likely cover much of the damage.
Reports indicate that the worker was following proper procedure, but mismarking of the gas line position led him to probe directly over
the line. It is unknown if NI or an outside contractor marked the line.

We expect the stock may open weaker around uncertainty of the extent of damage and liability of NI.

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 2- 3 OF THIS NOTE.
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Respondent: P. R. Moul
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NiSource, Inc. - NI

NiSource, Inc. is an investment banking client of outs.
We have received compensation for investment banking services from NiSource, Inc. during the past 12 months
We expect to teceive or intend to seek compensation for investment banking services from NiSource, Inc. within the next
three months.

During the past 12 months, NiSource, Inc. has been a client of the fitm or its affiliates for non- securities related services.

Reg AIC Certification

The research analyst(s) responsible for the preparation of this research report certifies that:(1) all the views expressed in
this research report accurately reflect the research analyst’s personal views about any and all of the subject securities or
issuers; and (2) no part of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst(s) in this research report.

Three- Year Rating and Price Target History
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BUY [BUY] 217 43.57 48 22.12 BUY [BUY) 31 50.82 15 48.39

HOLD [HOLD] 271 54.42 48 17.71 HOLD [HOLD] 30 49.18 19 63.33

SELL [UND] 10 2.01 3 30.00 SELL [UND] 0 0.00 0 0.00
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Rating System

• BUY - The security is expected to outperform the market over the next six to 12 months; investors should consider adding the
security to their holdings opportunistically, subject to their overall diversification requirements.

HOLD - The security is expected to perform in line with general market indices over the next six to 12 months; no buy or sell
action is recommended at this time.

UNDERWEIGHT - The security is expected to underperform the market over the next six to 12 months; investors should
reduce their holdings opportunistically.

The information contained in this report is based on sources considered to be reliable but is not represented to be
complete and its accuracy is not guaranteed. The opinions expressed reflect the judgment of the author as of the
date of publication and are subject to change without notice. This report does not constitute an offer to sell or a
solicitation of an offer to buy any securities. Our company policy prohibits research analysts and members of their
families from owning securities of any company followed by that analyst, unless otherwise disclosed. Our officers,
directors, shareholders and other employees, and members of their families may have positions in these securities and
may, as principal or agent, buy and sell such securities before, after or concurrently with the publication of this report.
In some instances, such investments may be inconsistent with the opinions expressed herein. One or more of our
employees, other than the research analyst responsible for the preparation of this report, may be a member of the Board
of Directors of any company referred to in this report. The research analyst responsible for the preparation of this report is
compensated based on various factors, including the analyst’s productivity, the quality of the analyst’s research and stock
recommendations, ratings from investor clients, competitive factors and overall Firm revenues, which include revenues
derived from, among other business activities, the Firm’s performance of investment banking services. In accordance with
industry practices, our analysts are prohibited from soliciting investment banking business for our Firm.

Investors should assume that we are seeking or will seek investment banking or other business relationships with the
company described in this report.



December 12, 2012 KeyBanc
ENERGY: Multi- Utilities

Capital Markets

Quick Alert

NiSource, Inc. (BUY)

NI - Quick Alert: West Virginia Pipeline Fire, Risk Appears Contained

KeyBanc Capital Markets Inc. Paul T. Ridzon: (216) 689- 0270— pridzon(key.com
Member NYSE/FINRAJSIPC Timothy Yee: (216) 689- 0385— tyekecorn

KEY INVESTMENT POINTS
A pipeline owned by NiSource, Inc.’s (NI- NYSE) Columbia Gas experienced an explosion on the afternoon of December11. Details
of the incident are still being collected. What is currently known from various media reports is summarized below.

A large natural gas pipeline in Sissonville, W.Va. experienced an explosion form unknown causes in the early afternoon. The explosion
and subsequent fire from the ruptured pipe destroyed nearby structures and shut a stretch of I- 77. At this point, no injuries other than
smoke inhalation have been reported.

In our view, given what we know, this incident is not a cause for major concern. The roughly $95 million reduction in market cap
experienced in yesterday afternoon’s trading likely bounds the risk. We expect insurance will essentially minimize NI’s financial
exposure.

What would cause us more concern?

•

. Any fatality related to the incident would obviously change the situation and response to it
• Any finding that the explosion resulted from gross negligence
• If the incident impacted the pending FERC approval of NI’s settlement around its pipeline modernization project. Pending the root

cause analysis, one could argue that the incident reinforces the need for these projects

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 2 - 3 OF THIS NOTE.
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KeyBanc Capital Markets Inc. Disclosures and Certifications

NiSource, Inc. - NI

NiSource, Inc. is an investment banking client of ours.

We have received compensation for investment banking services from NiSource, Inc. during the past 12 months
We expect to receive or intend to seek compensation for investment banking services from NiSource, Inc. within the next
three months.

During the past 12 months, NiSource, Inc. has been a client of the firm or its affiliates for non- securities related services.

Reg A/C Certification

The research analyst(s) responsible for the preparation of this research report certifies that:(1) all the views expressed in
this research report accurately reflect the research analyst’s personal views about any and all of the subject securities or
issuers; and (2) no part of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst(s) in this research report.

Three- Year Rating and Price Target History
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BUY [BUY) 223 4416 50 22.42 BUY [BUY] 31 49.21 15 48.39

HOLD [HOLD) 273 54.06 54 19.78 HOLD [HOLD] 32 50.79 19 59.38

SELL FUND] 9 1.78 2 22.22 SELL LUND] 0 0.00 0 0.00
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Respondent: P. R. Moul
Page 475 of 670

Rating System

• BUY - The security is expected to outperform the market over the next six to 12 months; investors should consider adding the
security to their holdings opportunistically, subject to their overall diversification requirements.

HOLD - The security is expected to perform in line with general market indices over the next six to 12 months; no buy or sell
action is recommended at this time.

UNDERWEIGHT - The security is expected to underperform the market over the next six to 12 months; investors should
reduce their holdings opportunistically.

The information contained in this report is based on sources considered to be reliable but is not represented to be
complete and its accuracy is not guaranteed. The opinions expressed reflect the judgment of the author as of the
date of publication and are subject to change without notice. This report does not constitute an offer to sell or a
solicitation of an offer to buy any securities. Our company policy prohibits research analysts and members of their
families from owning securities of any company followed by that analyst, unless otherwise disclosed. Our officers,
directors, shareholders and other employees, and members of their families may have positions in these securities and
may, as principal or agent, buy and sell such securities before, after or concurrently with the publication of this report.
In some instances, such investments may be inconsistent with the opinions expressed herein. One or more of our
employees, other than the research analyst responsible for the preparation of this report, may be a member of the Board
of Directors of any company referred to in this report. The research analyst responsible for the preparation of this report is
compensated based on various factors, including the analyst’s productivity, the quality of the analyst’s research and stock
recommendations, ratings from investor clients, competitive factors and overall Firm revenues, which include revenues
derived from, among other business activities, the Firm’s performance of investment banking services. In accordance with
industry practices, our analysts are prohibited from soliciting investment banking business for our Firm.

Investors should assume that we are seeking or will seek investment banking or other business relationships with the
company described in this report.



March 21, 2012 KeyBanc
ENERGY: Multi- Utilities

CapitiI Markets

Company Update I Rating Change

I,
NiSource, Inc.:

NI: Upgrading Shares as Growth Story Unfolds

Paul T. Ridzon: (216) 689- 0270— pridzonkeybanccm.com
Timothy Yee: (216) 689- 0385— tvee@kevbanccm.com

______________

BUY ACTION STATEMENT

__________________

$23 50
We are upgrading shares of NiSource, Inc.’s (NI-NYSE) stock to BUY from HOLD

• based on our sum of the parts valuation that captures higher market multiples for

__________________

$26.50 its gas distribution and pipeline/storage segments and assigns some value to NI’s

__________________

$0.92 Utica acreage. We believe 2012 will have multiple positive catalysts for the shares
including raising the dividend and establishing a payout policy, additional infrastructure
opportunities in the Marcellus and Utica shale plays, and incremental detail around the

__________________

$18- $25 transmission pipe modernization opportunity.

________________

3,106 • Rating: BUY from HOLD

_____________________

$6,753.9

______________

287.40 KEY INVESTMENT POINTS

__________________

$17
We recently visited NI and came away incrementally more positive on the Company’s
set of investment opportunities.

We believe that NI will have several positive catalysts over the balance of 2012 that
investors may want to get in front of. Included in these catalysts are a potential dividend
increase, $4 billion gas transmission investment, joint ventures around Utica acreage,
incremental Marcellus and Utica infrastructure and the potential to raise the Company’s
earnings growth target.

Given the nature of much of this investment is around shale and infrastructure, we have
reworked our valuation as a sum of the parts, including an allowance for NI’s Utica
acreage, which does not yet add meaningfully to earnings.

We are upgrading shares to BUY from HOLD and establishing a $26.50 price target
representing a 12 month total return potential greater than 16%.

VALUATION
Given NI’s diverse mix of businesses, we believe a sum of the parts valuation is most
appropriate. While NI does not provide segment EPS detail, management has indicated
that its net income mix is approximately 25- 30% regulated electric utility, 35- 40%
regulated gas distribution and 35- 40% gas transmission and storage. We apply
respective 2012 peer group multiples (14.Ox, 15.65x and 19.8x) to these percentages
and our 2012 estimate yields segment values of $5.08, $8.51 and $10.76 (or $24.35
in total). To this we add $2.15 per share to capture the value of NI’s 100,000- 200,000
acres of mineral rights in the Utica shale. We use 175,000 acres at $5,500/acre taxed
at 35%, given minimal tax basis on the acreage. Our resulting price target of $26.50
represents a P/E multiple 18.3x our 2012 estimate. The stock is currently trading at a
2012 P/E of 16.2x.

RISKS
We believe the primary risk that could impede NI from achieving our price target
would be the inability to realize the inherent value and capitalize on the infrastructure
opportunities around its Utica acreage position.

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 3 -4 OF THIS NOTE.

KeyBanc Capital Markets Inc.
Member NYSE)FINRAISIPC

Rating

Price

12- Mo. Price Target

Dividend

ield

52- Wk. Range

rading Volume (000)

Market Cap. (mm)

Shares Out. (mm)

Book Value/Share

EPS (Net) Summary

. I-

•

1Q $0.73 $0.69 - -

2Q $0.17 -- --

3Q $0.13 - - --

4Q $0.28 - - - -

Prior $0.32 -- --

YEAR $1.31 $1.45 - -

FirstCall -- $1.45E $1.52E
P/E 17.9x 16.2x

Note 1:2010 Q2: We include $0.02 unfavorable weather
impact to $0.13 reported net operating earnings per share from
continuing operations.

Note 2:201003: We include $0.02 favorable weather impact
to $0.04 reported net operating earnings per share from
continuing operations.

Note 3:201004: We include $0.02 favorable weather impact
to $0.33 reported net operating earnings per share from
continuing operations.

Note 4:2011 01: We include $0.01 favorable weather impact
to $0.72 reported net operating earnings per share from
continuing operations.

Note 5:2011 Q3: We include $0.02 favorable weather impact
to $0.11 reported net operating earnings per share from
continuing operations.

Note 6:2011 Q4: We include $0.03 unfavorable weather
impact to $0.31 reported net operating earnings per share from
continuing operations.
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DISCUSSION
We recently met with NI management and feel better about NI, and are upgrading the shares. While we may be early in our upgrade,.we want to get ahead of several catalysts we foresee in the name. Incrementally, from our meetings, we believe management has
made solid progress on some of these catalysts. We discuss these items below:

UPCOMING CATALYSTS

Dividend Increase and Growth Policy — NI indicated that the dividend was ripe for action and the issue was in front of the board.
We expect a dividend increase on the order of 5% is more likely sooner than later this year, with communication of a policy to annually
grow the dividend at a pace below the 5% growth target (given attractive investment opportunities). The board meets in March and
then again in May, ahead of the May 15 annual meeting.

Clarity Around Gas Transmission Modernization — Management indicated it was in active discussions with its transmission
customers to spend $4 billion plus over 10-15 years to enhance reliability and flexibility of the Columbia Gas Transmission system,
with major spending ($300 million- $400 million annually) commencing in 2013. We believe it is in NI’s and its customers’ best interest
to settle this matter, allowing NI timely recovery and giving customers a voice in timing and shape of the project. An agreement with
customers is not a gating issue as NI plans to spend the capital regardless of whether or not a settlement is achieved. Absent a
settlement, NI would simply file frequent rate cases with FERC. In our view, FERC would not obstruct the project given heightened
concerns around aging pipeline infrastructure, particularly after the San Bruno explosion.

Detail Around $145 Million Marcellus Pipeline Project — NI previously announced a project with a ‘blue chip” Marcellus producer
to service its partner’s natural gas processing plant. The pipeline would deliver gas from the plant and interconnect to three other
pipelines in Pennsylvania (one owned by NI). This project is expected to come online in late 2012. We expect that the partner could
be named and greater detail announced in the coming weeks.

Potential Utica Acreage Joint Venture — NI has indicated that it was working with an oil and gas developer on a potential JV in which
NI would contribute 15,000- 20,000 of its own acres, to be married with a larger position in the wet Utica region. Each party would reap
the benefit of the greater scale of the combined acreage position. As part of the agreement, NI would build the supporting infrastructure. around the production. This would serve as a template for NI’s strategy to leverage its remaining acreage (NI’s last statement was that
it held 100,000- 200,000 acres of mineral rights in the Utica). Under this template we envision NI receiving a potential bonus payment,
a royalty stream as well as be the developer of supporting infrastructure. We believe an existing infrastructure footprint (with existing
rights of way) and a large Utica acreage position to lever, differentiates NI from other players. We expect an update on this potential
JV on NI’s 1Q earnings conference call.

Capital Opportunities Around Two Open Seasons — NI recently closed two open seasons to assess interest in two pipeline projects
to move Marcellus gas to market. The first, on the western end would reverse the flow on one of NI’s Gulf pipes to move gas from
the Marcellus to the Florida market. We expect growing gas demand in Florida would likely generate strong customer interest in this
project. The second project would transmit gas from the eastern side of the system to the mid- Atlantic market. We believe NI may be
in a position to speak in greater detail around these opportunities by late 2012 to early 2013.

Revisit Growth Rate — NI currently has a 5% EPS growth target. In out view, if NI is successful around the preceding initiatives,
management could be in a position to reassess NI’s EPS growth aspiration with a meaningful increase.

Upcoming Analyst Day — NI has been discussing holding an analyst day in 2012. The time has been pushed out, and we currently
expect that the event could be held in September. NI indicated it will wait until its initiatives are well gelled before it would schedule
the meeting, rather than bringing investors to a meeting without firm project details. We believe the event will be positive and provide
greater clarity around NI’s set of investment opportunities. Given that much of this set is outside the electric utility, we believe investors
will be less prone to paint NI with a regulated electric brush in their valuation.

9



KeyBanc Capital Markets Inc. Disclosures and Certifications

eWif:

NiSource, Inc. - NI

NiSource, Inc. is an investment banking client of ours.

We have received compensation for investment banking services from NiSource, Inc. during the past 12 months

We expect to receive or intend to seek compensation for investment banking services from NiSource, Inc. within the next
three months.

During the past 12 months, NiSource, Inc. has been a client of the firm or its affiliates for non- securities related services.

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

Req AIC Certification

The research analyst(s) responsible for the preparation of this research report certifies that:(1) all the views expressed in
this research report accurately reflect the research analyst’s personal views about any and all of the subject securities or
issuers; and (2) no part of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst(s) in this research report.

Three- Year Rating and Price Target History
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Distribution of Ratings/lB Services Firmwide and by Sector
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Rating Count Percent Count Percent Rating Count Percent Count Percent

BUY [BUY) 226 4423 47 2080 BUY [BUY] 37 46.84 15 40.54

HOLD [HOLD] 273 53.42 51 18.68 HOLD CHOLD] 42 53.16 18 42,86

SELL LUND] 12 2.35 4 33,33 SELL [UNDJ 0 0.00 0 0.00
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Page 478 of 670
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Page 479 of 670Rating System

Buy - The security is expected to outperform the market over the next six to 12 months; investors should consider adding the
security to their holdings opportunistically, subject to their overall diversification requirements.

HOLD - The security is expected to perform in line with general market indices over the next six to 12 months; no buy or sell
action is recommended at this time.

UNDERWEIGHT - The security is expected to underperform the market over the next six to 12 months; investors should
reduce their holdings opportunistically.

The information contained in this report is based on sources considered to be reliable but is not represented to be
complete and its accuracy is not guaranteed. The opinions expressed reflect the judgment of the author as of the
date of publication and are subject to change without notice. This report does not constitute an offer to sell or a
solicitation of an offer to buy any securities. Our company policy prohibits research analysts and members of their
families from owning securities of any company followed by that analyst, unless otherwise disclosed. Our officers,
directors, shareholders and other employees, and members of their families may have positions in these securities and
may, as principal or agent, buy and sell such securities before, after or concurrently with the publication of this report.
In some instances, such investments may be inconsistent with the opinions expressed herein. One or more of our
employees, other than the research analyst responsible for the preparation of this report, may be a member of the Board
of Directors of any company referred to in this report. The research analyst responsible for the preparation of this report is
compensated based on various factors, including the analyst’s productivity, the quality of the analyst’s research and stock
recommendations, ratings from investor clients, competitive factors and overall Firm revenues, which include revenues
derived from, among other business activities, the Firm’s performance of investment banking services. In accordance with
industry practices, our analysts are prohibited from soliciting investment banking business for our Firm.

Investors should assume that we are seeking or will seek investment banking or other business relationships with the
company described in this report.
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Morgan Stan tey

September 13, 2012

NiSource, Inc.
Growth Vsibiiity Improving

NI’s roadmap is expected to support CAGRs of 5 —

7% for EPS and 3 — 5% for dividends through 2015
(MS at 7% EPS growth in 2013). While we remain
Equal-weight rated (in an Attractive sector), we
would have exposure to NI as we see solid, low risk
15% total return potential ($28 price target).

A Lower-Risk, Accelerating Outlook. NI is an
improving fundamental story with investment
opportunities and growth driven by a low-risk regulated
business (ROE recovery mechanisms in place) and
future upside from its pipeline business via the Marcellus
I Utica. NI plans to spend $1.5 — 1 .8b per year (up to
$300mlyear from midstream / G&P) at —12% ROICs,
driving EBIT growth of 8-10% and EPS growth of 5—7%
from 2012—2017. NI expects to generate $1.1 —1 .3b of
annual CFFO and fund the remaining —40% of its cash
needs through its balance sheet (equity issuance
anticipated in 2015, maintaining its investment grade
rating). With the stock trading at 16.lx P/E and 9.3x
EVIEBITDA on 2013e, we see some room for multiple
expansion given improving growth and new project
development to help shares grind higher.

All Segments Primed to Perform. Gas Distribution: 7
— 9% EBIT growth driven by $1 Ob of investment ($600—
650m annually; —75% revenue enhancing) focused on
customer growth and infrastructure modernization.
NIPSCO Electric: 7—9% EBIT growth driven by $6 — 8b
of investment ($400 — 450m annually). NIPSCO is
earning close to allowed ROEs in most areas (10.2%
based on 55%/45% equity/debt) and does not foresee a
rate case near-term as it can earn its allowed ROEs
based on modernizations. NGT&S: 10— 12% EBIT
growth driven by $7 — 9b of regulated investment and $1
— 1 .5b of midstream spend ($500 — 700m in total capex
spend annually). The pipeline system is well positioned
with generally the lowest rates of markets served and
the recent rate settlement is expected to be EPS
accretive in 2014 and cash accretive in 2015. NI
expects to leverage its asset position and location to
look for G&P opportunities in underserved areas of the
Marcellus/Utica and looks to replicate the Hilcorp deal
structure for its remaining minerals positions.
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Price target $28.00
Sht price, close (Sep 12, 2012) $25.35
Mkt cap, curt (mm) $7,229
52-Week Range $26.15-20.31

Fiscal Year ending 12111 12112e 12113e 12114e

ModelWare EPS ($) 1.33 1.47 1.57 1.67
Prior ModelWare EPS ($) - 1.44 1.57 1.68
PIE 17.9 17.3 16.1 15.2
Consensus EPS ($) 1.35 1.46 1.56 1.67
EBITDA($mm)** 1,499 1,651 1,788 1,959
EVIEBITDA** 9.6 9.5 9.3 8.9
Div yld f%) 3.9 3.7 3.9 4.0
Div per shr ($) 0.92 0.94 0.98 1.02
Shrs out, diluted, avg (mm) 281 289 291 293
Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare
framework (please see explanation later in this note).
§ = Consensus data is provided by Thomson Reuters Estimates.

= Based on consensus methodology
e = Morgan Stanley Research estimates

Morgan Stanley does and seeks to do business with
companies coveted in Morgan Stanley Research. As
a result, investors should be aware that the firm may
have a conflict of interest that could affect the
objectivity of Morgan Stanley Research. Investors
should consider Morgan Stanley Research as only a
single factor in making their investment decision.
For analyst certification and other important
disclosures, refer to the Disclosure Section,
located at the end of this report.
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NiSource (NI, Equal-weight)

Risk-Reward View: Strong Marcellus + Utica Midstream Potential
$35

30

25

20

15

10

$ 25.35

Value per Share
Net Debt
Net Equity Value
Shares Outstanding (in mm)

Source: Morgan Stanley Research

$32.00 (*26%)

$28.00 (÷10%) •

$22.00 (-13%)

Why Equal-weight?

• Restored earnings power at
regulated utilities segments
• Numerous midstream opportunities
surrounding its existing pipeline
systems in the Marcellus + Utica
provide exceptional long-term value,
but also come with it increased capex
and possibly heated competition.
• Stock trades closer to fair value on
multiples basis (excluding potential
uplift from Utica acreage).

Key Value Drivers
• Executing Marcellus + Utica
midstream projects on time and below
budget.
• Execution on its regulatory agenda
(e.g., infrastructure modernization plan,
filing rate cases, implementing trackers
/ cost recovery mechanisms).
• Stable dividend with potential 3 —

5% annual growth.

Potential Catalysts

• Announcement of additional
Marcellus or Utica projects or
acquisition beyond those included in
guidance.
• Another minerals joint venture in the
Utica similar to Hilcorp transaction.
• Possible decision to create an MLP.

Where We Could Be Wrong
(Risks to Our Price Target)

• Regulatory risks associated with
Marcellus and/or Utica drilling puts a
hold on midstream project expansions.
• Economic recovery remains
prolonged, negatively affecting electric
deliveries (especially to industrial
customers).
• Rate cases return with unfavorable
outcomes.

Price Target $28

Sep-10 Mar-il Sep-il Mar-12 Sep-12 Mar-13 Sep-13

. Price Target (Sep-13( —Historical Stuck Performance • Current Stock Price

Source: Thomson One; Morgan Stanley Research

Derived from base case average of four valuation methodologies

Bull Case lOx GT&S Increasing Marcellus!Utica market share and utilities
$32 ‘13e outperform. NI gains larger Appalachian market share than

EBITDA, anticipated from new production, fostering additional capital spend
8.5x Electric in the GT&S segment. Utica potential exceeds expectations.
EBITDA

Base Case 9.Ox GT&S Executing on Marcellus opportunities with a modest recovery
$28 1 3e in utility segments. NI places Marcellus growth projects on

EBITDA, budget and on time. Industrial electric generation deliveries
8.Ox Electric continue to stabilize/slightly recover.
EBITDA

Bear Case 8x GT&S Marcellus opportunities fail to materialize. Marcellus regulation
$22 13e issues persist, prolonging development. The required

EBITDA, 7x infrastructure projects are delayed causing NI to push back
Electric expansions.
EBITDA

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

LilI!llh:riiJ!
.— .

Gas Distribution $5541 $19

Gas Transmission & Storage 5,831 21

Electric Utility 3,801 13

Utica 900 3

$16,072
(7,830)
$8,243

$57

(28)
$29
284

2
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Exhibit 1

NI Income Statement
(amounts in thousands, except per unit data) 2011 2012E 2013E 2014E 2015E

Net Revenues
Gas Distribution 2,927,700 2,586,052 3,508,161 3,740,061 3,918,913
Gas Transportation and Storage 1,297400 1,320,176 1216,255 1,353,894 1,488,482
Electric 1477,800 1,487,982 1,606,740 7,701,164 1,793,798
Other 99,700 50,000 - - -

Total Net Revenues 5,802,600 5,444,210 6,330,555 6,795,119 7,201,193

Operating Costs
Cost of Sales 2,336,700 1,857,537 2,383,839 2,477,016 2,618,351
Operation and maintenance 1,688,100 1,688,814 1,881,664 2,060,636 2,175,203
Depreciation and amortization 542,800 581,443 594,073 643,523 659,236
Other taxes 293,300 286,432 312,925 338,884 358,434Total Operating Costs 4,860,900 4,408,225 5,172,501 5,520,059 5,811,225

Equity Earnings (Loss) in Uncon. Affiliates 14,600 33,379 36,271 40,301 41,318

EBIT 956,300 1,069,363 1,194,325 1,315,361 1,431,285

EBITDA 1,499,100 1,650,806 1,788,399 1,958,884 2,090,521

Other income
Interest expense, net (376,800) (427,157) (492,288) (563,656) (592,877)
Other income (7,300) 9,400 -

- -

Inc. from continuing operations bef inc. taxes 572,200 651,606 702,037 751,703 838,408
Income tax (provision) 197,500 227,670 244,002 262,978 291,819Operating Net income (Loss) 374,700 423,936 458,036 488,725 546,590

Net Income per Share (Operating) $1.33 $1.47 $1.57 $1.67 $1.81
Net income per Share (GAAP) $1.31 $1.41 $1.57 $1.67 $1.81

Weighted Avg Diluted Units Outstanding 281,400 289,200 291,175 293,111 302,658

Dividends per share 0.92 0.94 0.98 1.02 7.06Source: Company data, Morgan Stanley Research
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NI Operating Data
2011 2012E 2013E 2014E 2015E

GAS DISTRIBUTION
Sales and Transportation fMMDth):

Residential 254.5 214.0 218.2 222.6 227.1
Commercial 168.6 151.1 155.6 160.3 165.1
Industrial 431.7 483.9 532.3 572.2 600.8
Off System 62.5 53.4 53.9 54.4 55.0
Other 0.5 0.4 0.4 0.4 0.4

Total Sales and Transports 917.8 902.7 960.4 1,009.9 1,048.3
Weather Adjustment (5.6) 60.8 - - -

Sales and Transport Vols — Excluding Weather 912.2 963.5 960.4 1,009.9 1,048.3
yly change 2.6% 5.6% -0.3% 5.2% 3.8%

Sales Price (5 / Dth) $3.85 $3.06 $3.65 $3.70 $3.74
y/ychange -7.0% -20.4% 19.2% 1.4% 0.9%

COGS Price f$/Dth) $2.10 $1.45 $1.86 $1.83 $1.88
y/ychange -9.5% -30.9% 28.4% -1.9% 2.6%

Gross Margin ($/Dth) $1.74 $1.61 $1.79 $1.88 $1.86
y/ychange -3.8% -7.6% 17.0% 4.8% -0.6%

GAS TRANSMISSION & STORAGE
Throughput (MMDth):
Columbia Transmission 1,117.5 1,089.6 1,193.7 1,253.4 1,316.0
Columbia Gulf 1,048.0 977.8 1,044.0 1,096.2 1,151.0
Crossroads Gas Pipeline 18.7 16.4 17.5 17.9 16.3
Total throughput 2,184.2 2,083.8 2,255.2 2,367.4 2,485.3
Intrasegment eliminations (548.5) (513.9) (599.4) (609.0) (635.8)
Total third-party throughput 1,635.7 1,569.9 1,655.8 1,758.4 1,849.5
y/y change 17.0% -4.0% 5.5% 6.2% 5.2%

Tariff ($ / Dth) $0.47 $0.53 $0.58 $0.59 $0.61
yly change -8.9% 77.5% 8.9% 3.7% 2.9%

ELECTRIC OPERATIONS
Sales (Gigawatt Hours):
Residential 3,526.5 3,717.3 3,905.7 4,022.9 4,143.5
Commercial 3,886.5 3,959.7 4,096.1 4,218.9 4,345.5
Industrial 9,257.6 9,296.3 9,634.3 9,923.3 10,221.0
Wholesale 651.6 190.3 243.2 248.0 253.0
Other 165.5 121.3 100.0 75.0 56.2
Total sales 17,487.7 17,284.9 17,979.2 18,488.1 19,019.3
WeatherAdjustment (101.1) 81.8 - - -

Total sales volumes — Adj. for weather impacts 17,386.6 17,366.7 17,979.2 18,488.1 19,019.3
y/ychange 5.3% -0.1% 3.5% 2.8% 2.9%

Revenue ($1 Gigawatt hour) $82.19 $85.90 $89.33 $92.01 $94.31
yly change -1.9% 4.5% 4.0% 3.0% 2.5%

COGS ($/Gigawatt hour) $31.56 $30.16 $33.05 $34.11 $34.32
y/ychange 2.5% -4.4% 9.6% 3.2% 0.6%

Gross Margin ($ / Gigawatt hour) $50.63 $55.74 $56.29 $57.91 $60.00
y/ychange -4.5% 70.1% 7.0% 2.9% 3.6%

Source: Company data, Morgan Stanley Research
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Cash and cash equivalents
Restricted cash
Accounts receivable
Income tax receivable
Gas inventory
Regulatory assets
Other
Total Current Assets

Net Property, Plant and Equipment

Unconsolidated affiliates
Other investments
Price risk management assets
Regulatory assets
Goodwill
Intangible assets
Deferred charges, Postretiremen, other
TOTAL ASSETS
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2D12E 2013E 2014E 2015E

11,500 166,420 252,578 196,317 120,219
160,600 85,000 85,000 85,000 85,000
854,800 895,269 998,832 1,035,948 1,112,157

900 700 700 700 700
427,600 31g,791 300,601 341411 356,200
169.700 192.900 l92,00 192,900 1g2,goo
261,800 274.200 274,200 274,200 274,200

2,248,200 2,274,080 2,444,610 2,466,276 2,481,176

11,800,100 12,642,157 13,698,084 14,704,561 15,695,325

204,700 211,500 211,500 211,500 211.500
150,900 156,800 156,800 156,800 156,800
188,700 90,300 90,300 90,300 90,300

1,978,200 1,899,200 1,899,200 1,899,200 1,899,200
3,677,300 3,677,300 3,677,300 3,677,300 3,677300

297,600 292,100 292.100 292,100 292,100
162,400 181,400 181,400 181,400 181.400

20,708,300 21,425,037 22,651,494 23,679,637 24,685,301

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current portion of long-term debt
Short-term borrowings
Accounts payable
Dividends payable
Customer deposits and credits
Taxes accrued
Interest accrued
Price risk management liabilities

• Exchange gas payable
Deferred revenue
Regulatory liabilities
Acc liab for post-retirement I-employment benefits
Other accruals
Total Current Liabilities

Long-term debt, excl amounts due within one year
Price risk management liabilities
Deferred income taxes
Deferred inc. taxes, credits, other
Acc liability for post-retirement/-employment benefits
Regulatory liabilities and other removal costs
Asset retirement obligations
Other noncurrent liabilities
Total Other Liabilities and Deferred Credits

Common stock
Additional paid-in capital
Retained earnings
Treasury stock
Accumulated other comprehensive loss
Total Common Stockholders’ Equity

TOTAL CAPITALIZATION & LIABILITIES

CONSOLIDATED DEBT METRICS
Average Total Debt
Average Net Debt
Net Debt) Total Book Capitalization
Average Debt/ EBITDA
Average Interest Rate

Source: Company data, Morgan Stanley Researct

327,300 766,900 766,900 766,900 766,900
1,359,400 1,018,276 1,018,276 1,018,276 1.018,276

434,800 490,301 493,807 531,703 561,345
- 68,300 68,300 68,300 68,300

313,600 201,800 201,800 201,800 201,800
220,900 185,500 185,500 185,500 185,500
111,900 116,600 116,600 116,600 116,600
167,800 132,700 132,700 132,700 132,700
168,200 101,400 101,400 101,400 101,400

10,100 10,000 10,000 10,000 10,000
112,000 93,300 93,300 93,300 93,300
26,600 26,600 26,600 26,600 26,600

301,000 219,800 219,800 219,800 219,800
3,646,400 3,551,177 3,554,683 3,592,579 3,622,221

6,267,100 6,806,900 7,806,900 8,556,900 9,056,900
138,900 45,600 45,600 45,600 45,600

2,541,900 2,730,500 2,730,500 2,730,500 2,730,500
107,900 111,900 111,900 111,900 111,900
953,800 939,400 939,400 939,400 939,400

1,663,900 1,615,700 1,615,700 1,615,700 1615,700
146,400 149,700 149,700 149,700 149,700
244,700 242,100 242,100 242,100 242,100

12,064,600 12,641,800 13,641,800 14,391,800 14,891,800

2,800 2,900 2,900 2,900 2,900
4,167,700 4,341,000 4,391,000 4,441,000 4,691,000

917,000 987,660 1,160,612 1,350,858 1,576,880
(30,500) (59,000) (59,000) (59,000) (59,000)
(59,700) (40,500) (40,500) (40,500) (40,500)

4,997,300 5,232,060 5,455,012 5,695,258 6,171,280

20,708,300 21,425,037 22,651,494 23,679,637 24,685,301

7,653,300 8,272,938 9,092,076 9,967,076 10,592,076
7,642,950 8,183,978 8,882,577 9,742,628 10,433,808

60,6% 61.5% 62.4% 63.6% 63.7%
Six 5.Ox 5.lx 5.lx 5.lx

4.9% 5.2% 5.4% 5.7% 5.6%

5
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. Exhibit 3

NI Balance Sheet
(amounts in thousands, except per unit data) 2011

ASSETS
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NI Cash Flow Statement
(amounts in thousands, except per unit data) 2011 2012E 2013E 2014E 2015E

Cash from Operating Activities
Net Income 299,100 405,636 458,036 488,725 546,590
Debt: Gain Early Extinguishment / Amort Disc.±Premium 53,900 2,300 - - -

Depreciation and Amortization 538,200 579,143 594,073 643,523 659,236
Net Changes in Price Risk Mgmt A /L 38,100 (20,100) - - -

Deferred: Inc. Tax/Credits; Revenues 180,900 128,900 - - -

Stock Compensation Expense 39,200 19,700 - - -

Loss/(Gain) on Asset Sales / Impairments / Disc Opts 16,800 (3,100) - - -

Income from Unconsolidated Affiliates (13,700) (14,900) - - -

Disc. Operations: Loss/(Gain) on Disposition 4,700 1,200 - - -

AFUDC Equity (2,400) (3,000) - - -

Dist. of Earnings Received from Equity Investee 18,800 21,900 - - -

Other 8,900 - - - -

Changes in Assets and Liabilities: (312,300) (126,359) (80,867) (40,030) (61,356)
Net cash from operating activities 870,200 991,319 971,242 1,092,218 1,144,470

Cash from Investing Activities
Capital Expenditures (1,125,200) (1,400,000) (1,650,000) (1,650,000) (1,650,000)
Insurance Recoveries
Proceeds from Disposition of Assets 9,400 2,200 - - -

Restricted Cash Deposits (Borrowings) 42,300 75,900 - - -

Contributions to Equity Investments (6,400) (7,600) - - -

Other Investing Activities (69,400) (19,900) - - -

Net cash from investing activities (1,149,300) (1,349,400) (1,650,000) (1,650,000) (1,650,000)

Cash from Financing Activities
Issuance of Long-Term Debt 890,000 991,400 1,000,000 750,000 500,000
Retirement/Repurchase of Long-Term Debt (286,900) (11,200) - - -

Change in Short-Term Borrowings, Net (23,100) (340,724) - - -

Issuance of Common Stock 24,400 150,000 50,000 50,000 250,000
Acquisition of Treasury Stock (3,100) (10,000) - - -

Dividends Paid - Common Stock (257,800) (266,475) (285,084) (298479) (320,568)
Other (62,100) - - - -

Net cash from financing activities 281,400 513,000 764,916 501,521 429,432

Net change in cash 2,300 154,920 86,158 (56,261) (76,098)
Cash at beginning of period 9,200 11,500 166,420 252,578 196,317
Cash at end of period 11,500 166,420 252,578 196,317 120,219

Source: Company data, Morgan Stanley Research
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NI Sum of the Parts Valuation
NiSource Inc. Value ($m) S/Share
Gas Distribution $5,541 $19

Gas Transmission & Storage 5831 $21

Electric Utility 3801 $13

Utica 900 $3

Value $16,072 $57

Net Debt (7,830) (28)

Net Equity Value $8,243 $29
Shares Outstanding (in m) 284

GAS DISTRIBUTION
Forward EBITDA (2013E) $652

Forward multiple 8.5x
Enterprise value $5,541

GAS TRANSMISSION & STORAGE

Forward EBITDA (2013E) $648
Forward multiple 9.Ox

Enterprise value $5,831

ELECTRIC UTILITY

Forward EBITDA (2013E) $475

Forward multiple 8.Ox

Enterprise value $3,801

Potential Utica Value

Acres 150,000

estimated 5/acre $6,000

Enterprise value $900

Source: Company data, Morgan Stanley Research
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MO RGA N STANLEY Morgan Stanley ModeiWare is a proprietary analytic framework that helps clients
uncover value, adjusting for distortions and ambiguities created by local accounting

Mo ci e ‘/‘/a ye regulations. For example, ModelWare EPS adjusts for one-time events, capitalizes operating
leases (where their use is significant), and converts inventory from LIFO costing to a FIFO
basis. ModelWare also emphasizes the separation of operating performance of a company
from its financing for a more complete view of how a company generates earnings.

Disclosure Section
The information and opinions in Morgan Stanley Research were prepared by Morgan Stanley & Co. LLC, and/or Morgan Stanley C.T.V.M. S.A., and/or
Morgan Stanley Mexico, Casa de Bolsa, S.A. de C.V. As used in this disclosure section, “Morgan Stanley” includes Morgan Stanley & Co. LLC,
Mor9an Stanley C.T.V.M. S.A., Morgan Stanley Mexico, Casa de Bolsa, S.A. de C.V. and their affiliates as necessary.
For important disclosures, stock price charts and equity rating histories regarding companies that are the subject of this report, please see the Morgan
Stanley Research Disclosure Website at www.morganstanley.com/researchdisclosures, or contact your investment representative or Morgan Stanley
Research at 1585 Broadway, (Attention: Research Management), New York, NY, 10036 USA.
For valuation methodology and risks associated with any price targets referenced in this research report, please email
morganstanley.researchmorganstanley.com with a request for valuation methodology and risks on a particular stock or contact your investment
representative or Morgan Stanley Research at 1585 Broadway, (Attention: Research Management), New York, NY 10036 USA.
Analyst Certification
The foltowing analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed and
that they have not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this
report: Stephen Maresca.
Unless otherwise stated, the individuals listed on the cover page of this report are research analysts.
Global Research Conflict Management Policy
Morgan Stanley Research has been published in accordance with our conflict management policy, which is available at
www.morganstanley.com/institutional/research/conflictpolicies.

Important US Requlatory Disclosures on Subject Companies
As of August 31, 2012, Korgan Stanley beneficially owned 1% or more of a class of common equity securities of the following companies covered in
Morgan Stanley Research: Williams Companies, Inc.
Within the last 12 months, Morgan Stanley managed or co-managed a public offering (or 144A offering) of securities of Oneok Inc., Williams
Companies, Inc.
Within the last 12 months, Morgan Stanley has received compensation for investment banking services from CenterPoint Energy, mc, National Fuel
Gas Co, Oneok Inc., Questar Corp., Spectra Energy Corp., Williams Companies, Inc.
In the next 3 months, Morgan Stanley expects to receive or intends to seek compensation for investment banking services from CenterPoint Energy,
Inc, MDU Resources Group, Inc., National Fuel Gas Co, NiSource, Inc., Oneok Inc., Questar Corp., Spectra Energy Corp., Williams Companies, Inc.
Within the last 12 months, Morgan Stanley has received compensation for products and services other than investment banking services from
CenterPoint Energy, Inc NiSource, Inc., Oneok Inc., Questar Corp., Spectra Energy Corp., Williams Companies, Inc.
Within the last 12 months, Morgan Stanley has provided or is providing investment banking services to, or has an investment banking client
relationship with, the following company: CenterPoint Energy, Inc, MDU Resources Group, Inc., National Fuel Gas Co, NiSource, Inc., Oneok Inc.,
Questar Corp., Spectra Energy Corp., Williams Companies, Inc.
Within the last 12 months, Morgan Stanley has either provided or is providing non-investment banking, securities-related services to and/or in the past
has entered into an agreement to provide services or has a client relationship with the following company: CenterPoint Energy, Inc, National Fuel Gas
Co, NiSource, Inc., Oneok Inc., Questar Corp., Spectra Energy Corp., Williams Companies, Inc.
Morgan Stanley & Co. LLC makes a market in the securities of CenterPoint Energy, Inc, MDU Resources Group, Inc., National Fuel Gas Co, NiSource,
Inc., Oneok Inc., Questar Corp., Spectra Energy Corp., Williams Companies, Inc.
The equity research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based
upon various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investment
banking revenues.
MorQan Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market making,
providing liquidity and specialized trading, risk arbitrage and other proprietary trading, fund management, commercial banking, extension of credit,
investment services and investment banking. Morgan Stanley sells to and buys from customers the securities/instruments of companies covered in
Morgan Stanley Research on a principal basis. Mor9an Stanley may have a position in the debt of the Company or instruments discussed in this report.
Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.
STOCK RATINGS
Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below).
Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the
equivalent of buy, hold and sell. Investors should carefully read the definitions of all ratings used in Morgan Stanley Research. In addition, since
Morgan Stanley Research contains more complete information concerning the analyst’s views, investors should carefully read Morgan Stanley
Research, in its entirety, and not infer the contents from the rating alone. In any case, ratings (or research) should not be used or relied upon as
investment advice. An investor’s decision to buy or sell a stock should depend on individual circumstances (such as the investor’s existing holdings)
and other considerations.

Global Stock Ratings Distribution
(as of August 31, 2072)

For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell alongside
our ratings of Overweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we
cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative
weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy
recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.
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Coverage Universe Investment Banking Clients (IBC)
%of %of%of Rating

Stock Rating Category Count Total Count Total IBC Category
OverweightlBuy 1108 37% 445 41% 40%
Equal-weightlHold 1283 43% 499 46% 39%
Not-Ratedlhold 109 4% 34 3% 31%
UnderweighUSell 469 16% 115 11% 25%
Total 2,969 1093

Data include common stock and ADRs currently assigned ratings. An investor’s decision to buy or sell a stock should depend on individualcircumstances (such as the investor’s existing holdings) and other considerations. Investment Banking Clients are companies from whom MorganStanley received investment banking compensation in the last 12 months.
Analyst Stock Ratings
Overweight (0). The stocks total return is expected to exceed the average total return of the analyst’s industry (or industry team’s) coverage universe,on a risk-adjusted basis, over the next 12-16 months.
Equal-weight (E). The stock’s total return is expected to be in line with the average total return of the analyst’s industry (or industry team’s) coverageuniverse, on a risk-adjusted basis, over the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock’s total return relative to the average total return of theanalyst’s industry (or industry team s) coverage universe, on a risk-adjusted basis, over the next 12-18 months.Underweight (U). The stock’s total return is expected to be below the average total return of the analyst’s industry (or industry team’s) coverageuniverse, on a risk-adjusted basis, over the next 12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.
Analyst Industry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. therelevant broad market benchmark, as indicated below.
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevantbroad market benchmark, as indicated below.
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevantbroad market benchmark, as indicated below.
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index;. Europe - MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index.

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

NiSoutce, Inc. (NI.N) — s oc 9/13/12 in USO
Indstr : Diversicied Natural Gas
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Important Disclosures for Morgan Stanley Smith Barney LLC CustomersCiti Investment Research & Analysis (CIRA) research reports may be available about the companies or topics that are the subject of Morgan Stanley Research. Ask yourFinancial Advisor or use Research Center to view any available CIRA research reports in addition to Morgan Stanley research reports.
Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Barney LLC, MorganStanley and Citigroup Global Markets Inc. or any oftheir affiliates, are available on the Morgan Stanley Smith Barney disclosure website atwww.morganstanleysmithbarney.com/researchdisclosures.
For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures andhhps://www.citigroupgeo.com/geopubliclDisclosureslindex_s. html.
Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval is conducted by thesame person who reviews the Equity Research report on behalf of Morgan Stanley. This could create a conflict of interest.
Other Important Disclosures
Morgan Stanley & Co. International PLC and its affiliates have a significant financial interest in the debt securities of CenterPoint Energy, Inc, National Fuel Gas Co,NiSource, Inc., Oneok Inc., Questar Corp., Spectra Energy Corp., Williams Companies, Inc.
Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning ofSection 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act.
Morgan Stanley produces an equity research product called a “Tactical Idea.” Views contained in a “Tactical Idea” on a particular stock may be contrary to therecommendations or views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. Forall research available on a particular stock, please contact your sales representative or go to Client Link at www.morganstanley.com.
Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances andobjectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors toseek the advice of a financial adviser. The appropriateness of an investment or strategy will depend on an investor’s circumstances and objectives. The securities,instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and certain investors may not be eligible to purchase or participate insome or all of them. Morgan Stanley Research is not an offer to buy or sell any security/instrument or to participate in any trading strategy. The value of and income fromyour investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes,operational or financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in securities/instrumentstransactions. Past performance is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be realized. Itprovided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject company’s securities/instruments.
The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation basedupon various factors, including quality, accuracy and value of research, firm profitability or revenues (Which include fixed income trading and capital markets profitability orrevenues), client feedback and competitive factors. Fixed Income Research analysts’, strategists’ or economists’ compensation is not linked to investment banking or capitalmarkets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.
Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument otto participate in any particular trading strategy.The “Important US Regulatory Disclosures on Subject Companies” section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% ormore of a class of common equity securities of the companies. For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investment• of less than 1% in securities/instruments or derivatives of securities/instruments of companies and may trade them in ways different from those discussed in Morgan StanleyResearch. Employees of Morgan Stanley not involved in the preparation of Morgan Stanley Research may have investments in securities/instruments or derivatives ofsecurities/instruments of companies mentioned and may trade them in ways different from those discussed in Morgan Stanley Research. Derivatives may be issued byMorgan Stanley or associated persons.
With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to use reliable,comprehensive information, but we make no representation that it is accurate or complete. We have no obligation to tell you when opinions or information in Morgan StanleyResearch change apart from when we intend to discontinue equity research coverage 0/a subject company. Facts and views presented in Morgan Stanley Research havenot been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business areas, including investment banking personnel.
Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company ofassociated expenses unless pre-approved by authorized members of Research management.
Morgan Stanley may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.
To our readers in Taiwan: Information on securtties/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited f”MSTL”). Such information is for yourreference only. Information on any securities/instruments issued by a company owned by the government of or incorporated in the PRC and listed in on the Stock Exchangeof Hong Kong (“SEHK”), namely the H-shares, including the component company stocks of the Stock Exchange of Hong Kong (“SEHK”)’s Hang Seng China EnterpriseIndex is distributed only to Taiwan Securities Investment Trust Enterprises (“SITE”). The reader should independently evaluate the investment risks and is solelyresponsible for their investment decisions. Morgan Stanley Research may not be distributed to the public media or quoted or used by the public media without the expresswritten consent of Morgan Stanley. To our readers in Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable to, Morgan Stanley AsiaLimited as part of its regulated activities in Hong Kong. If you have any queries concerning Morgan Stanley Research, please contact our Hong Kong sales representatives.Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation or a solicitation to tradein such securities/instruments. MSTL may not execute transactions for clients in these securities/instruments.
Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research does not constitutean offer to sell or the solicitation of an offer to buy any securities in the PRC. PRC investors shall have the relevant qualifications to invest in such securities and shall beresponsible for obtaining all relevant approvals, licenses, verifications and/or registrations from the relevant governmental authorities themselves.
Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A.; in Japan by Morgan Stanley MUFG Securities Co., Ltd. and, for Commodities relatedresearch reports only, Morgan Stanley Capital Group Japan Co., Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents); inSingapore by Morgan Stanley Asia (Singapore) Pte. (Registration number I 99206298Z) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number200008434H), regulated by the Monetary Authority of Singapore (which accepts legal responsibility for its contents and should be contacted with respect to any mattersarising from, or in connection with, Morgan Stanley Research); in Australia to “wholesale clients” within the meaning of the Australian Corporations Act by Morgan StanleyAustralia Limited A.B.N. 67003734576, holder of Australian financial services license No. 233742, which accepts responsibility for its contents; in Australia to “wholesaleclients” and “retail clients” within the meaning of the Australian Corporations Act by Morgan Stanley Smith Barney Australia Pty Ltd (A.B.N. 19009 145 555, holder ofAustralian financial services license No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co International plc, Seoul Branch; in India byMorgan Stanley India Company Prtvate Limited; in Indonesia by PT Morgan Stanley Asia Indonesia; in Canada by Morgan Stanley Canada Limited, which has approved ofand takes responsibility for its contents in Canada; in Germany by Morgan Stanley Bank AG, Frankfurt am Main and Morgan Stanley Private Wealth Management Limited,Niederlassung Deutschland, regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S.V., S.A., a Morgan Stanley groupcompany, which is supervised by the Spanish Securities Markets Commission (CNMV) and states that Morgan Stanley Research has been written and distributed inaccordance with the rules of conduct applicable to financial research as established under Spanish regulations; in the US by Morgan Stanley & Co. LLC, which acceptsresponsibility for its contents. Morgan Stanley & Co. International plc, authorized and regulated by the Financial Services Authority, disseminates in the UK research that ithas prepared, and approves solely for the purposes of section 21 of the Financial Services and Markets Act 2000, research which has been prepared by any of its affiliates.Morgan Stanley Private Wealth Management Limited, authorized and regulated by the Financial Services Authority, also disseminates Morgan Stanley Research in the UK.Private UK investors should obtain the advice 0/their Morgan Stanley & Co. International plc or Morgan Stanley Private Wealth Management representative about theinvestments concerned. RMB Morgan Stanley (Proprietary) Limited is a member of the JSE Limited and regulated by the Financial Services Board in South Africa. RMBMorgan Stanley (Proprietary) Limited is a joint venture owned equally by Morgan Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited,• which is wholly owned by FirstRand Limited.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial ServicesAuthority (the DFSA), and is directed at Professional Clients only, as defined by the DFSA. The financial products or financial services to which this research relates will onlybe made available to a customer who we are satisfied meets the regulatory criteria to be a Professional Client.
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The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial CentreRegulatory Authority (the QFCRA), and is directed at business customers and market counterparties only and is-not intended for Retail Customers as defined by theQFCRA.
As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisoryactivity. Investment advisory service is provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses, portfoliomanagement companies, non-deposit banks and clients. Comments and recommendations stated here rely on the individual opinions of the ones providing thesecomments and recommendations. These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relyingsolely to this information stated here may not bring about outcomes that fit your expectations.
The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties orrepresentations relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating to such data. The GlobalIndustry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and S&P. Morgan Stanley bases projections, opinions, forecasts andtrading strategies regarding the MSCI Country Index Series solely on public information. MSCI has not reviewed, approved or endorsed these projections, opinions,forecasts and trading strategies. Morgan Stanley has no influence on or control over MSCI’s index compilation decisions. Morgan Stanley Research or portions of it may notbe reprinted, sold or redistributed without the written consent of Morgan Stanley. Morgan Stanley research is disseminated and available primarily electronically, and, insome cases, in printed form. Additional information on recommended securities/instruments is available on request.
Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.
Morgan Stanley Research is disseminated and available primarily electronically, and, in some cases, in printed form.
Additional information on recommended securitieslinstruments is available on request.
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Industry Coverage:Diversified Natural Gas

Company (Ticker) Rating (as of)Price* (09/1212012)

Stephen J. Maresca, CFA
CenterPoint Energy, Inc (CNP.N) 2 (11/15/2011) $20.7
MDU Resources Group, Inc. E (01/06/201 1) $22.44
(MDU.N)
National Fuel Gas Co (NFG.N) 2 (01/10/2012) $52.99
NiSource, Inc. (NCN) 2 (01/06/2011) $25.35
Oneok Inc. tOKEN) 0 (11/15/2011) $46.31
Questar Corp. (STR.N) U (10/29/2010) $19.92
Spectra Energy Corp. (SE.N) E (11/10/2009) $28.49
Williams Companies, Inc (WMB.N) 0 (11/10/2009) $33.97

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adiusted.

© 2012 Morgan Stanley
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NiSource, Inc.
Strong Step Forward in Utica

Formation of upstream (potentially 100,000 acres)
and associated midstream joint ventures position NI
well to fully unlock value in the Utica Shale.

Long-anticipated Utica JV is complete, an important
step forward. As indicated, NI had been in advanced
discussions with a producer to create a joint venture and
contribute acreage where NI could participate in future
development and benefit from infrastructure build-out.
We believe today’s news will help investors better frame
the potential value creation available to NI in the play.
We maintain our Equal-weight and $26 price target, but
continue to believe NI remains an underappreciated
sum-of-parts story. NI currently trades at 9.Ox 2012
EVIEBITDA and 17.lx PIE, (peer at 8.3x, 22.8x).

What’s New: NI enters into Utica I Point Pleasant
Shale upstreamlmidstream joint ventures. NI and
Hilcorp Energy Company, a private exploration &
development company, will each contribute their
respective leasehold acreage in the play in northeast
Ohio and western Pennsylvania to an upstream JV to be
operated by Hilcorp (NI will hold a non-operating
working interest). The two parties will also form a
midstream JV, Pennant Midstream LLC, that will initially
construct 50 miles of wet natural gas gathering pipeline
(400 MMcf/d capacity), a cryogenic processing facility
(200 MMcf/d) and a residue gas line by 3Q 2013 to serve
the upstream JV and other parties. NI will operate the
midstream JV ($300mm of initial capital investment in
the first phase this year), which is also reviewing
potential fractionation development.

What’s Next: Midstream execution, possible
dividend raise in 2H12. In addition to its existing
upstream acreage position, NI controls an attractive
midstream footprint in the Northeast through its
Columbia Gas and Columbia Gulf pipelines. We believe
the opportunity to create a separate vehicle (i.e., an
MLP) to capture value and fund growth capital may
emerge in focus in the coming quarters as NI’s
midstream scope widens. With over $500mm+ of
pipeline and storage EBITDA, we believe management
will continue to closely evaluate this possibility.
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Price target $26.00
Shr price, close (Jul 6, 2012) $24.75
Mkt cap, curt (mm) $7,020
52-Week Range $25.79-i 7.96

12111 12112e 12113e 12114e

PIE 17.9
Consensus EPS ($) 1.35
EBITDA ($mm)** 1,499
EV!EBITDA** 9.6
Div yld (%) 3.9
Divpershr($) 0.92
Shrs out, diluted, avg (mm) 281
Unless otherwise noted, all metrics are based on Morgan Stanley ModeiWare
framework (please see explanation later in this note).
§ = Consensus data is provided by Thomson Reuters Estimates

= Based on consensus methodology
e = Morgan Stanley Research estimates

July 9, 2012

Stock Rating

Equal-weight

Industry View

Attractive

Morgan Stanley & Co. LLC Stephen J. Maresca, CFA
Stephen.Maresca@morganstanley.com
+1 212 761 8343

Robert S Kad
Robert.Kad@morganstanley.com
+1212761 6385

Shaan Sheikh
Shaan.Sheikh©morganstanley.com
+12127614573

Brian Lasky
Brian. Lasky@morganstanley.com
+1 212 761 7249

Key Ratios and Statistics

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

Fiscal Year ending

ModelWare EPS ($)
Prior ModelWare EPS ($)

1.33 1.42

17.5

1.44

1,629

9.4

3.8

0.93

295

1.51

16.4

1.53
1,701

9.4

3.9

0.96

295

1.57

15.8

1.62
1,797

9.1

4.0

0.99

295

Morgan Stanley does and seeks to do business with
companies covered in Morgan Stanley Research. As
a result, investors should be aware that the firm may
have a conflict of interest that could affect the
objectivity of Morgan Stanley Research. Investors
should consider Morgan Stanley Research as only a
single factor in making their investment decision.
For analyst certification and other important
disclosures, refer to the Disclosure Section,
located at the end of this report.
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NiSource (NI, Equal-weight)

Jul-10 Jan-il Jul-Il Jan-12 Jul-12 Jan-13 Jul-13
0 Price Target (Jul-13) —Historical Stuck Perturmance • Current Stock Price

Source: FactSet; Morgan Stanley Research

Price Target $26 Derived from base case average of four valuation methodologies

Bull Case lix GT&S Increasing MarcelluslUtica market share and utilities
$30 12e outperform. NI gains larger Appalachian market share than

EBITDA, 9x anticipated from new production, fostering additional capital spend
Electric in the GT&S segment. Utica potential exceeds expectations.
EBITDA

Base Case 10.x GT&S Executing on Marcellus opportunities with a modest recovery
$26 ‘12e in utility segments. NI places Marcellus growth projects on

EBITDA, budget and on time. Industrial electric generation deliveries
8.5x Electric continue to stabilize/slightly recover, coupled with fair rate case
EBITDA outcomes.

Bear Case 8x GT&S Marcellus opportunities fail to materialize. Marcellus regulation
$19 ‘l2e issues persist, prolonging development. The required

EBITDA, 7x infrastructure projects are delayed causing NI to push back
Electric expansions. Utility rate case outcomes prove unfavorable.
EBITDA

$ouretm, - Vaiue($m) IShare1
Gas Distribution
Gas Transmission & Storage

Electric Utility

Utica

Value per Share

• Net Debt
Net Equity Value
Shares Outstanding (in mm)

Source Morgan Stanley Research

Why Equal-weight?

• Restoring earnings power at
regulated utilities segments
• Numerous midstream opportunities
surrounding its existing pipeline
systems in the Marcellus provide
exceptional long-term value, but also
come with it increased capex and
possibly heated competition.
• Stock trades closer to fair value on
multiples basis (excluding potential
uplift from Utica acreage).

Key Value Drivers
• Executing Marcellus midstream
projects on time and below budget
• Execution on its regulatory agenda
(e.g., filing rate cases, implementing
trackers / cost recovery mechanisms).
• Stable dividend with potential
growth in 2H12.

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

Where We Could Be
WronglRisks to our Price Target
• Regulatory risks associated with
Marcellus drilling puts a hold on
midstream project expansions.
• Economic recovery remains
prolonged, negatively affecting electric
deliveries (especially to industrial
customers).
• Rate cases return with unfavorable
outcomes.

Risk-Reward View: Strong Marcellus + Utica Midstream Potential

30 530.00 (+21%)

$ 24.75
526.00 l5%) •

$19.00 (-23%)

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

$5073

5,708

3,759

600

$15,140

(7,374)
$7,766

$18

20

13

2

$54

(26)
$28
280

2
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NI Income Statement
(amounts in thousands, except per unit data) 2010 2011E 2012E 2013E 2014E 2015E

Net Revenues
Gas Distribution 3,103100 2,927,700 2,982.895 3,553,579 3,669,849 3,808,682
Gas Transportation and Storage 1,261,300 1,297.400 1,169,673 1,118,452 1,192,316 1,245.240
Electric 1,374.900 1,477,800 1,496,385 1,577,814 1,649,455 1,724,351
Other 78,600 99,700 24,800 . -

Total Net Revenues 5,817,900 5,802,600 5,673,753 6,249,846 6,511,620 6,778,273

Operating Costs
Costot Sales 2.379,200 2,336,700 2,087,316 2,438.232 2.490,825 2,600,176
Operation and maintenance 1.655,700 1,688,100 1.702,521 1.826,013 1.925,572 1,993,255
Depreciation and amortization 596,300 542800 572,132 588,568 632,096 645,162
Other taxes 284,400 293,300 285.990 304,830 317.657 330,875

Total Operating Costs 4,915,600 4,860,900 4,647,959 5,157,643 5,367,155 5,569,469

Equity Earnings (Loss) in Uncon. Affiliates 15,000 14,600 31,032 20,151 20,659 21,180

EBIT 917,300 956,300 1,056,825 1,112,354 1,165,124 1,229,984

EBITDA 1,513,600 1,499,100 1,628,957 1,700,922 1,797,219 1,875,147

Other income
Interest expense, net (392,200) (376,800) (417,193) (430.420) (452.616) (471,234)
Other income 3,800 (7,300) 4.000 - -

Inc. from continuing operations bef inc. taxes 528,900 672,200 643,633 681,934 712,508 758,750
Income tax (provision) 189,300 197,500 225,554 236.903 249131 264,252

Operating Net income (Loss) 339,600 374,700 418,079 445,031 463,376 494,498

Net Income per Share (Operating) $1.20 $1.33 $1.42 $1.51 $1.57 $1.68
Net Income per Share (GAAP) $1.04 $1.31 $1.35 $1.51 $1.57 $1.68

Weighted Avg Diluted Units Outstanding 282,600 221.400 295,021 295,021 295,021 295,021

Dividends per share 0.92 0.92 0.93 0.96 0.99 1.02
Source: Company data, Morgan Stanley Research
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NI Operating Data
2010 2011E 2012E 2013E 2014E 2015E

GAS DISTRIBUTION
Sales and Transportation (MMDth):

Residential 258.1 254.5 223.8 228.3 231.7 2352
Commercial 166.8 168.6 152.8 155.8 159.0 162 1
Industrial 386.0 431.7 459.7 468.9 478.3 467.9
Off System 71.9 62.5 58.5 58.5 58.5 58.5
Other 0.9 0.5 0.4 0.4 0.4 0.4

Total Sales and Transports 883.7 917.8 895.2 912.0 927.9 944.1
Weather Adjustment 5.2 (5.6) 65.4 - - -

Sales and Transport Vols — Excluding Weather 888.9 912.2 960.6 912.0 927.9 944.1
y/ychange 6.8% 2.6% 5.3% -5.1% 1.7% 1.7%

Sales Price ($1 0th) 54.14 53.85 53.31 $3.90 $3.96 $4.03
y/ychange -11.7% -7.0% -14.0% 17.8% 1.5% 2.0%

COGS Price (5/ 0th) $2.32 $2.10 $1.65 $2.03 $2.02 $2.08
y/ychange -15.6% -9.5% -21.5% 22.8% -0.5% 3.0%

Gross Margin (S / 0th) $1.81 $1.74 $1.66 $1.87 $1.94 $1.96
yly change -6.1% -3.8% -4.9% 12.7% 3.7% 0.9%

GAS TRANSMISSION & STORAGE
Throughput (MMDth):
Columbia Transmission 1,092.4 1,117.5 1,094.6 1,198.9 1,258.8 1,321.8
Columbia Gulf 848.4 1,048.6 1,112.6 1,185.6 1.2449 1,269.8
Crossroads Gas Pipeline 25.4 187 17.9 19.1 19.5 19.8
Total throughput 1,966.2 2,184.2 2,225.1 2,403.6 2,523.2 2,611.4
Intrasegment eliminations (568.7) (548.5) (591.9) (655 1) (671 2) (697.7)
Total third-party throughput 1,397.5 1,635.7 1,633.2 1,748.5 1,852.0 1,913.7
y/y change 0.4% 17.0% -0.2% 7.7% 5.9% 3.3%

Tariff (S / 0th) $0.52 $047 $0.50 $051 $0.52 $053
y/ychange 0.1% -8.9% 4.6% 2.8% 2.0% 7.9%

ELECTRIC OPERATIONS
Sales (Gigawatt Hours):
Residential 3,625.6 3,526.5 3,489.6 3,653.3 3,744.7 3,838.3
Commercial 3,919.9 3,886.5 3,909.7 4,025.0 4,125.6 4,228.7
Industrial 8,459.0 9,257.6 9,312.4 9,604.1 9,844.2 10,090.3
Wholesale 817.1 651.6 613.1 677.7 694.7 712.0
Other 186.4 165.5 154.8 169.3 171.8 1744
Total sales 17,008.0 17,487.7 17,479.6 18,129.4 18,580.9 19,043.7
Weather Adjustment (5002) (101.1) 81.6 - -

Total sales volumes — Adj. for weather impacts 16,507.8 17,366.6 17,561.4 18,129.4 18,580.9 19,043.7
y/ychange 4.0% 5.3% 7.0% 3.2% 2.5% 2.5%

Revenue ($1 Gigawatt hour) $83.78 $82.19 $85.32 $87.03 $88.77 $90.55
y/ychange 6.1% -7.9% 3.8% 2.0% 2.0% 2.0%

COGS ($1 Gigawatt hour) $30.80 $31.56 $30.64 $32.49 $33.31 $3349
y/ychange 7.1% 2.5% -2.3% 5.4% 2.5% 0.6%

Gross Margin ($ I Gigawatt hour) $52.99 $50.63 $54.49 $54.54 $55.46 $57.05
y/ychange 5.6% -4.5% 7.6% 0.1% 1.7% 2.9%

Source: Company data, Morgan Stanley Research
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. Exhibit 3

NI Balance Sheet
(amounts in thousands, except per unit data)

ASSETS

Cash and cash equivalents
Restricted cash
Accounts receivable
Income tax receivable
Gas inventory
Regulatory assets
Other
Total Current Assets

Net Property, Plant and Equipment

Unconsolidated affiliates
Other investments
Price risk management assets
Regulatory assets
Goodwill
Intangible assets
Deferred charges, Postretiremen, other
TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current portion of long-term debt
Short-term borrowings
Accounts payable
Dividends payable
Customer deposits and credits
Taxes accrued
Interest accrued
Price risk management liabilities

• Exchange gas payable
Deferred revenue
Regulatory liabilities
Acc liab for post-retirement / -employment benefits
Other accruals
Total Current Liabilities

Long-term debt, excl amounts due within one year
Price risk management liabilities
Deferred income taxes
Deferred inc. taxes, credits, other
Acc liability for post-retiremenU-employment benefits
Regulatory liabilities and other removal costs
Asset retirement obligations
Other noncurrent liabilities
Total Other Liabilities and Deferred Credits

Common stock
Additional paid-in capital
Retained earnings
Treasury stock
Accumulated other comprehensive loss
Total Common Stockholders’ Equity

TOTAL CAPITALIZATION & LIABILITIES

CONSOLIDATED DEBT METRICS
Average Total Debt
Average Net Debt
Net DebU Total Book Capitalization
Average DebU EBITDA
Average Interest Rate
Source: Company data, Morgan Stanley Research
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2010 2011E 2012E 2013E 2014E 2015E

9,200 11,500 130.867 10.000 30.725 96869
202900 160600 160,600 160,600 160,600 160,600

1,079,300 854,8(10 902,079 963410 973,029 1,025.852
99,000 900 900 900 900 900

298,200 427,600 324,676 293,027 323,830 334,826
151,800 169,700 169,700 169,700 169,700 169,700
120,800 261,800 261.800 261,800 261,800 261,800

2,448,900 2,248,200 2,311,922 2,220,737 2,281,884 2,411,846

11,097,000 11800.100 12,627,968 13,299,400 13,867,305 14,222,142

200,900 204,700 204,709 204,700 204.700 204,700
139,700 150,900 150,900 150,900 150,900 150,900
240,300 188,700 188,700 188,700 188,700 188,700

1,650,400 1,978,200 1.978,200 1,978,200 1,978,200 1,978,200
3,677,300 3,677.300 3,677,300 3.677,300 3,677,300 3,677,300

308.600 297,600 297.600 297,600 297,600 297,800
167,800 162.400 162.400 162,400 162,400 162.400

19,938,800 20,708,300 21,599,890 22,180,137 22,809,189 23,293,989

34,200 327,300 327.300 327,300 327.300 327,300
1,382,500 1,359,400 1,359,400 1,794.797 2,229,783 2,497,783

581,800 434.800 497,790 481,365 504,322 527.661
100 - - - - -

318,100 313.600 313.600 313,600 313,600 313.600
221,100 220,900 220.900 220,900 220,900 220,900
114,400 111,900 111.900 111.900 111,900 111.900
173,900 167 800 167,800 167.800 167.200 167.800
266,100 162.200 158,200 168,200 168,200 168,200

6,800 10.100 10.100 10.100 10,100 10,100
92,900 112,000 112,000 112,000 112,000 112.000
23,300 26,600 26,600 26,600 26,600 26,600

336,400 301 .000 301,000 301,000 301,000 301,000
3,649,400 3,646,400 3,709,390 4,128,362 4,586,306 4,877,644

5,936.100 6,267,100 6.767.100 6,767,100 6.767,100 6.767,100
181.600 138,900 138.900 138,900 138 900 138,900

2,209,700 2.541.900 2,541,900 2.541.900 2,541,900 2,541.900
102,600 107,900 107,900 107,900 107,900 107,900

1,039,600 953,800 953,800 953,800 953,800 953,800
1,595,800 1,663,900 1,663,900 1.663,900 1,663,900 1,663.900

138.800 146,400 146.400 146.400 146,400 146,400
162,000 244,700 244,700 244.700 244,700 244.700

11,366,200 12,064,600 12,564,600 12,564,600 12,564,600 12,564,600

2,800 2.800 2,800 2.800 2,200 2.800
4.103,900 4.167,700 4.367.700 4,367,700 4.367.700 4,367,700

901,800 917.000 1,045.600 1,206.675 1,377,983 1,571,445
157,9001 (30,500) (30,500) (30,500) 130,500) (30,500)
(27.400) (59,700) (59,700) (59,700) (59,700) (59,700)

4,923,200 4,997,300 5,325,900 5,487,175 5,658,283 5,851,745

19,938,800 20,706,300 2199,890 22,180,137 22,809,189 23,293,989

7,070,100 7,653.300 8,203.800 8.671498 9,106,690 9,458.183
7,057,300 7,642,953 6,132,616 8,601,065 9.086,327 9.394.386

59.1% 60,6% 61.2% 61.4% 62.0% 620%
4.7x Six 5.Ox 5.lx 5,lx 5.Ox

5,5% 4,9% 5.1% 0% 5.0% 5.0%
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NI Cash Flow Statement
(amounts in thousands, except per unit data) 2010 2011E 2012E 2013E 2014E 2015E

Cash from Operating Activities
Net Income 292,000 299,100 397,079 445,031 463,376 494,498
Debt: Gain Early Extinguishment / Amort Disc.+Premium 107,000 53,900 - - - -

Depreciation and Amortization 596,300 538,200 572,132 588,568 632,096 645.162
Net Changes in Price Risk MgmtA/ L (5,500) 38.100 - - - -

Deferred: Inc. Tax/Credits; Revenues 179.700 180.900 - - - -

Stock Compensation Expense 30,900 39,200 - - - -

Loss/(Gain) on Asset Sales / Impairments / Disc Opts 2,000 16,800
- - -

Income from Unconsolidated Affiliates (14.800) (13,700) - -
-

Disc. Operations: Loss/(Gain) on Disposition 2,600 4,700 - - - -

AFUDC Equity (6.100) (2.400) - - - -

Dist. of Earnings Received from Equity Investee 12,900 18,800 - - - -

Other (55,000) 8,900
-

Changes in Assets and Liabilities: (419,800) (312,300) 118,636 (46,107) (17,464) (40,480)
Net cash from operating activities 722,200 870,200 1,087,847 987,491 1,078,007 1,099,180

Cash from Investing Activities
Capital Expenditures (803,800) (1,125,200) (1.400,000) (1.260,000) (1,200,000) (1,000,000)
Insurance Recoveries 5,000 - - - -

Proceeds from Disposition of Assets 500 9,400 - - -

Restricted Cash Deposits (Borrowings) (28,200) 42,300 - - - -

Contributions to Equity Investments (64,100) (6,400) - - - -

Other Investing Activities (53,100) (69,400) - - - -

Net cash from investing activities (943,700) (1,149,300) (1,400,000) (1,260,000) (1,200,000) (1,000,000)

Cash from Financing Activities. Issuance of Long-Term Debt 250,000 890,000 500,000 - - -

Retirement/Repurchase of Long-Term Debt (977,700) (286,900) - - - -

Change in Short-Term Borrowings, Net 1.279,500 (23.100) - 435.397 434.986 268.000
Issuance of Common Stock 14.400 24.400 200.000 - - -

Acquisition of Treasury Stock (1400) (3,100) - - - -

Dividends Paid - Common Stock (255,600) (257,800) (268,479) (283,756) (292268) (301,036)
Other (94,900) (62,100) - - - -

Net cash from financing activities 214,300 281,400 431,521 151,641 142,718 (33,036)

Net change in cash (7,200) 2,300 119,367 (120,867) 20,725 66,143
Cash at beginning of period 16,400 9,200 11,500 130,867 10,000 30,725
Cash at end of period 9,200 11,500 130,867 10,000 30,725 96,869

Source: company data, Morgan Stanley Research
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Exhibit 5

NI Sum of the Parts Valuation
NiSource Inc. Value ($m) $IShare
Gas Distribution $5073 $18

Gas Transmission & Storage 5708 $20

Electric Utility 3759 $13

Utica 600 $2

Value $15,140 $54

Net Debt (7,374) (26)

Net Equity Value $7,766 $28
Shares Outstanding (in m) 260

GAS DISTRIBUTION
Forward EBITDA (2012E) 3597

Forward multiple 8,Sx
Enterprise value $5,073

GAS TRANSMISSION & STORAGE
Forward EBITDA (2012E) S571

Forward multiple 10.Ox
Enterprise value $5,708

ELECTRIC UTILITY

Forward EBITDA (2012E) $442
Forward multiple 8.5x

Enterprise value $3,759

Source: Company data, Morgan Stanley Research
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N 0 0 A N STA N L cy Morgan Stanley ModelWare is a proprietary analytic framework that helps clients
uncover value, adjusting for distortions and ambiguities created by local accounting

] r’ ‘4 A ‘a y regulations. For example, ModeiWare EPS adjusts for one-time events, capitalizes operating
V I I,,) U ‘sJ y f leases (where their use is significant), and converts inventory from LIFO costing to a FIFO

basis. ModelWare also emphasizes the separation of operating performance of a company
from its financing for a more complete view of how a company generates earnings.
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Coverage Universe Investment Banking Clients (IBC)
% of % of% of Rating

Stock Rating Category Count Total Count Total IBC Category
Overweight/Buy 1139 39% 474 43% 42%
Equal-weight/Hold 1252 42% 478 43% 38%
Not-RatedlHold 108 4% 33 3% 31%
Underweight/Sell 458 15% 119 11% 26%
Total 2,957 1104

Data include common stock and ADRs currently assigned ratings. An investors decision to buy or sell a stock should depend on individualcircumstances (such as the investor’s existing holdings) and other considerations. Investment Banking Clients ate companies from whom MorganStanley received investment banking compensation in the last 12 months.
Analyst Stock Ratings
Overweight (0). The stock’s total return is expected to exceed the average total return of the analyst’s industry (or industry team’s) coverage universe,on a risk-adjusted basis, over the next 12-18 months.
Equal-weight (E). The stock’s total return is expected to be in line with the average total return of the analyst’s industry (or industry team’s) coverageuniverse, on a risk-adjusted basis, over the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock’s total return relative to the average total return of theanalyst’s industry (or industry teams) coverage universe, on a risk-adjusted basis, over the next 12-18 months.Underweight (U). The stock’s total return is expected to be below the average total return of the analyst’s industry (or industry team’s) coverageuniverse, on a nsk-adjusted basis, over the next 12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.
Analyst Industry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. therelevant broad market benchmark, as indicated below.
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevantbroad market benchmark, as indicated below.
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Stock Price, Price Target and Rating History (See Rating Definitions)
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Morgan Stanley & Co. International PLC and its affiliates have a significant financial interest in the debt securities of CenterPoint Energy, Inc, NiSource, Inc. , Oneok Inc.,Queatar Corp., Spectra Energy Corp., Williams Companies, Inc.
Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning ofSection 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act.
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To our readers in Taiwan: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited (“MSTL”). Such information is for yourreference only. Information on any securities/instruments issued by a compsny owned by the govemment of or incorporated in the PRC and listed in on the Stock Exchangeof Hong Kong (“SEHK”), namely the H-shares, including the component company stocks of the Stock Exchange of Hong Kong (“SEHK”)’s Hang Seng Chins EnterpriseIndex is distributed only to Taiwan Securities Investment Trust Enterprises (“SITE”). The reader should independently evaluate the investment risks and is solelyresponsible for their investment decisions. Morgan Stanley Research may not be distributed to the public media or quoted or used by the public media without the expresswritten consent of Morgan Stanley. To our readers in Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable to, Morgan Stanley AsiaLimited as pert of its regulated activities in Hong Kong. If you hsve any queries concerning Morgan Stanley Research, please contact our Hong Kong sales representatives.Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed ass recommendation or a solicitation to tradein such securities/instruments. MSTL may not execute transactions for clients in these securities/instruments.
Morgan Stanley is not incorporated under PRC law snd the research in relation to this report is conducted outside the PRC. Morgan Stanley Research does not constitutean offer to sell or the solicitation of an offer to buy any securities in the PRC. PRC investors shall have the relevant qualifications to invest in such securities and shall beresponsible for obtaining all relevant approvals, licenses, verifications and/or registrations from the relevant governmental authorities themselves.
Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A.; in Japan by Morgan Stanley MUFG Securities Co., Ltd. and, for Commodities relatedresearch reports only, Morgan Stanley Cspital Group Japan Co., Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents); inSingapore by Morgan Stanley Asia (Singapore) Pte. (Registration number 199206298Z) and/or Morgan Stanley Asia (Singapore) Securities Re Ltd (Registration number200008434H), regulated by the Monetary Authority of Singapore (which accepts legal responsibility for its contents and should be contacted with respect to any mattersarising from, or in connection with, Morgan Stanley Research); in Australia to “wholesale clients” within the mesning of the Australian Corporations Act by Morgan StanleyAustralia Limited A.B.N. 67 003 734 576, holder of Australian financial services license No. 233742, which accepts responsibility for its contents; in Australia to “wholesaleclients” and “retail clients” within the meaning of the Australian Corporations Act by Morgan Stanley Smith Barney Australia Pty Ltd (A.B.N. 19009 145 555, holder ofAustralian financial services license No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co International plc, Seoul Branch; in India byMorgan Stanley India Company Private Limited; in Canada by Morgan Stanley Canada Limited, which has approved of and takes responsibility for its contents in Canada;in Germany by Morgan Stanley Bank AG, Frankfurt am Main and Morgan Stanley Private Wealth Mansgement Limited, Niederlsesung Deutschlsnd, regulated byBundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin); in Spsin by Morgan Stanley, S.V., S.A., a Morgan Stanley group company, which is supervised by the SpanishSecurities Markets Commission (CNMV) and states that Morgan Stanley Research has been written and distributed in accordance with the rules of conduct applicable tofinancial research as established under Spanish regulations; in the US by Morgan Stanley & Co. LLC, which accepts responsibility for its contents. Morgan Stanley & Co.International plc, authorized and regulated by the Financial Services Authority, disseminates in the UK research that it has prepared, and approves solely for the purposesof section 21 of the Financial Services and Markets Act 2000, research which has been prepared by any of its affiliates. Morgan Stanley Private Wealth Management Limited,authorized and regulated by the Financial Services Authority, also disseminates Morgan Stanley Research in the UK. Private UK investors should obtain the advice of theirMorgan Stanley & Co. International plc or Morgan Stanley Private Wealth Management representative about the investments concerned. RMB Morgan Stanley (Proprietary)Limited is a member of the JSE Limited and regulated by the Financial Services Board in South Africa. RMB Morgan Stanley (Proprietary) Limited is a joint venture ownedequally by Morgan Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by FiratRand Limited.

• The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial ServicesAuthority (the DFSA), and is directed at Professional Clients only, ss defined by the DFSA. The financial products or financial services to which this research relates will onlybe made available to s customer who we are satisfied meets the regulatory criteria to be a Professional Client.
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial CentreRegulatory Authority (the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by theQFCRA.
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As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisoryactivity. Investment advisory service is provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses, portfoliomanagement companies, non-deposit banks and clients. Comments and recommendations stated here rely on the individual opinions of the ones providing thesecomments and recommendations. These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relyingsolely to this information stated here may not bring about outcomes that fit your expectations.
The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties orrepresentations relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating to such data. The GlobalIndustry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and S&P. Morgan Stanley bases projections, opinions, forecasts andtrading strategies regarding the MSCI Country Index Series solely on public information. MSCI has not reviewed, approved or endorsed these projections, opinions,forecasts and trading strategies. Morgan Stanley has no influence on or control over MSCI’s index compilation decisions. Morgan Stanley Research or portions of it may notbe reprinted, sold or redistributed without the written consent of Morgan Stanley. Morgan Stanley research is disseminated and available primarily electronically, and, insome cases, in printed form. Additional information on recommended securities/instruments is available on request.
Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.
Morgan Stanley Research is disseminated and available primarily electronically, and, in some cases, in printed form.
Additional information on recommended securitieslinstruments is available on request.
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The Americas Europe Japan AsialPacific
1585 Broadway 20 Bank Street, Canary Wharf 4-20-3 Ebisu, Shibuya-ku I Austin Road West
New York, NY 10036-8293 London E14 4AD Tokyo 150-6008 Kowloon
United States United Kingdom Japan Hong Kong
Tel: +1(1) 212 761 4000 Tel: +44 (0)2074258000 Tel: +81 (0)3 5424 5000 Tel: +852 2848 5200

Industry Coverage:Diversified Natural Gas

Company (Ticker) Rating (as of)Price* (0710612012)

Stephen J. Maresca, CFA
CenterPoint Energy, Inc (CNP.N) E (11/1512011) $20.57
MDU Resources Group, Inc. E (01/06/2011) $21.98
(MDU,N)
National Fuel Gas Co (NFG.N) E (01/10/2012) 547.3
NiSource, Inc. (NI.N) E (01/06/2011) $24.75
Oneok Inc. fOKE.N) 0 (11/1512011) $42.78
Questar Corp. (STR.N) U (10/29/2010) $21.07
Spectra Energy Corp. (SE.N) E (11/10/2009) $29.13
Williams Companies, Inc (WMB.N) 0(11/10/2009) $28.94

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.
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Morgan Stanley & Co. LLC Stephen J. Maresca, CFA
Stephen.Maresca@morganstanley.com
+1212761 8343

Strong Execution Priced
More into Stock

NI reported 1Q13 results that were fairly in line with
MS and consensus f$0.011$0.03 below on EPS).

1Q13 results: NI reported operating earnings of
$0.69 vs. MS I Consensus estimates of $O.701$0.72.
After solid share performance in 2012 (+31%) and 2013
YTD (÷25%), we believe NI is largely discounting a solid
outlook underpinned by reaffirmed 5 — 7% EPS growth
and 3 — 5% dividend growth. Notably, NI continues to
capitalize on its well-positioned midstream asset base
and much improved utility profile. However, we see less
ways NI can surprise to the upside and valuation
remains full (MSe sum of the parts value is $29.39, see
p. 8). While NI could continue to see a bid given its
low-risk attributes within a universe that has seen strong
performance in 1 Q, we would look for a better entry
point. NI maintained 2013 EPS guidance of $1.50—
1.60 (MSe at $1.54) and a capital budget of $1 .8b.
Upcoming drivers for the stock will be execution of
midstream and infrastructure opportunities along with its
upstream Utica JV initiatives. With NI trading at 10.2x
2013 EV/EBITDA and 20.3x PIE, we remain
Equal-weight rated with a $30 price target.

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

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

Key Ratios and Statistics

Robert S Kad
Robert. Kadmorganstanley.com
+12127616385

Shaan Sheikh, CFA
Shaan.sheikh@morganstanley.com
+12127614573

Brian Lasky
Brian.Laskymorganstanley.com
+1 212 761 7249

Reuters: NI.N Bloomberg: NI US
Diversified Natural Gas i united States of America

Price target $30.00
Shr price, close (Apr 29, 2013) $31.15
Mkt cap, curt (mm) $9,753
52-Week Range $31.38-23.15

Fiscal Year ending 12112 12113e 12I14e l2115e

ModelWare EPS (5) 1.44 1.54 1.65 1.77
Prior Mod elWare EPS ($) - 1.54 1.64 1.74
PIE 17.3 20.3 18.8 17.6
Consensus EPS ($) 1.45 1.56 1.67 1.78
Div yld (%) 3.8 3.2 3.3 3.5
Divpersht($) 0.95 0.99 1.03 1.08
EBITDA($mm) 1,645 1,682 1,830 1,940
EV/EBITDA 10.3 11.6 11.2 10.9
Shrs out, diluted, avg (mm) 300 312 312 312
Unless otherwise noted, all metrics are based on Morgan Stanley ModeiWare
framework (please see explanation later in this note).
§ = Consensus data is provided by Thomson Reuters Estimates
o = Morgan Stanley Research estimates

Morgan Stanley does and seeks to do business with
companies covered in Morgan Stanley Research. As
a result, investors should be aware that the firm may
have a conflict of interest that could affect the
objectivity of Morgan Stanley Research. Investors
should consider Morgan Stanley Research as only a
single factor in making their investment decision.
For analyst certification and other important
disclosures, refer to the Disclosure Section,
located at the end of this report.

Aptil 30, 2013

Stock Rating

Equal-weight

Industry View

Attractive

NiSource, Inc.
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NiSource (NI, Equal-weight)

Why Equal-weight?

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

Key Value Drivers

Gas Transmission & Storage

Electric Utility

Utica

Value per Share

Net Debt

Net Equity Value

Shares Outstanding fin mm)
Source: Morgan Stanley Research

5,901 18.91

4,417 14.15

3.00

$ 55.27

(25.62)

$ 29.66
312.1

• Executing Marcellus + Utica
midstream projects on time and below
budget.

• Execution on its regulatory agenda
(e.g., infrastructure modernization plan,
filing rate cases, implementing trackers
I cost recovery mechanisms).
• Stable dividend with potential 3 —

5% annual growth.

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

Risks to Our Price Target
• Regulatory risks associated with
Marcellus and/or Utica drilling puts a
hold on midstream project expansions.
• Economic recovery remains
prolonged, negatively affecting electric
deliveries (especially to industrial
customers).

• Unfavorable outcomes in the
northeast due to legislation, slower
drilling, more competition.

Risk-Reward View: Strong Marcellus + Utica Midstream Potential
$40

35
$31.09 $34.00 (÷9%)

30 530.00 (%) •

$24.00 (.23%)

15

10

Apr-il Oct-li Apr-12 Oct-12 Apr-13 Oct-13 Apr-14
. Pace Target (Apr-14) —Historical Stack Performance • Current Stack Price

Source: ThomsonOne; Morgan Stanley Research

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

Bull Case lix GT&S Increasing Marcellus/Utica market share and utilities
$34 13e outperform. NI gains larger Appalachian market share than

EBITDA, anticipated from new production, fostering additional capital spend
9.Ox Electric in the GT&S segment. Utica potential exceeds expectations.
EBITDA

Base Case iO.Ox GT&S Executing on Marcellus opportunities with a modest recovery
$30 13e in utility segments. NI places Marcellus growth projects on

EBITDA, budget and on time. Industrial electric generation deliveries
9.Ox Electric continue to stabilize/slightly recover.
EBITDA

Bear Case 9x GT&S Marcellus opportunities fail to materialize. Marcellus regulation
$24 i3e issues persist, prolonging development. The required

EBITDA, 8x infrastructure projects are delayed causing NI to push back
Electric expansions.
EBITDA

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

P
Gas Distribution $ 5,996 $ 1921

938

$ 17,251

(7,995)

$ 9,256
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NI: Earnings Results and Preview
(amounts in 000s, except per unit)

Actual Actual A IA MS Al E MS
1Q12 1Q13 %chg IQI3E %chg 2Q13E

Operating Revenues

Gas Distribution 908200 891,500 -1.8% 1,015,203 -12.2% 486,063
Gas Transportation and Storage 409,200 468,500 14.5% 302,318 55.0% 274,484
Electric 358,000 377,100 5.3% 400,118 -5.8% 411,826
Other 24,800 44,200

Total operating revenues 1,700,200 1,781,300 4.8% 1,717,639 3.7% 1,172,373

Operating Expenses

Cost of Sales 633,000 675,900 6.8% 457,778 47.6% 303,281
Operation and maintenance 406,700 454,400 11.7% 582,419 -22.0% 435,117
Depreciation and amortization 146,100 143,500 -1.8% 140,621 2.0% 138,087
Other taxes 86,600 86,700 0.1% 104,139 -16,7% 70,232

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

Equity Earnings (Loss) in Uncon. Affiliates 7,700 7,100 -7.8% 8,000 -11.3% 8,000

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

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

Interest expense, net (103,300) (98,600) 4.5% (104,456) -5.6% (98,600)
Other income 1,000 4,100 4,100. Total other income and expenses (102,300) (94,500) -7.6% (104,456) -9.5% (94,500)

Earnings From Cont. Oper. Bef. Inc. Taxes 333,200 333,400 0.1% 336,224 -0.8% 139,157
Income tax (provision) 118,700 118,100 -0.5% 117,725 0.3% 47,207

Net Income (Operating) 214,500 215,300 0.4% 218,499 -1.5% 91,950
Average # of Shares Outstanding 293,100 312,100 6.5% 311,300 0.3% 312,100 NI confirmed 2013 EPS

guidance of $1.50-
Net Income per Share (Operating) $ 0.73 $ 0.69 $ 0.70 $ 0.29 $1.60
Net Income per Share (GAAP) $ 0.66 $ 0.69 $ 0.70 $ 0.29

Segment Data

Gas Distribution (MMDth)

Residential 102.9 132.0 28.3% 102.9 28.3% 32.5
Commercial 61.2 75.3 23.0% 61.2 23.0% 27.7
Industrial 131.3 133.3 1.5% 131.3 1.5% 117.5
Off System 13.5 21.7 60.7% 13.5 60.7% 20.6
Other 0.1 0.2 na 0.1 na 0.2

Gas Transmission & Storage (MMDth)
Columbia Transmission 379.4 435.8 14.9% 439.4 -0.8% 231.4
Columbia Gulf 227.5 190.2 -16.4% 219.6 -13.4% 248.2
Crossroads Gas Pipeline 4.3 5.0 16.3% 4.8 3.2% 4.1
Intrasegmenteliminations (105.7) (93.9) -11.2% (139.6) -32.8% (155.7)

Electric Operations (Gigawatt Hours)
Residential 781,2 864.1 10.6% 881.5 -2.0% 887.0. Commercial 907.6 921.2 1.5% 943.4 -2.4% 991.0
Industrial 2,385.0 2,319.6 -2.7% 2,515.7 -7.8% 2,402.0
Wholesale 19.0 61.3 222.6% 68.4 -10.4% 57.1
Other 32.5 33.2 2.2% 44.5 -25.4% 26.4
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NI Income Statement
Income Statement
(amounts in thousands, except per unit data) 2012 2013E 2014E 2015E 2016E

Net Revenues
Gas Distribution 2,006,400 2,576,655 2,999,938 3,180,706 3,372,378
Gas Transportation and Storage 1,462,400 1,258,254 1,204,013 1,316,956 1,410,471
Electric 1,497,500 1,631,887 1,722,263 1,789,883 1,860,165
Other 133,600 44,200 - -

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

Operating Costs
CostofSales 1,525,200 1,763,786 1,838,465 1,961,316 2,054,690
Operation and maintenance 1,674,600 1,805,791 1,976,205 2,088,427 2,220,506
Depreciation and amortization 563,900 559,836 601,096 614,473 629,469
Othertaxes 287,800 290,734 314,198 331,189 351,975

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

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

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

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

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

Inc. from continuing operations bef Inc. taxes 664,700 735,504 792,900 847,476 901,169
Income tax (provision) 231,800 256,405 276,773 295,804 314,516

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

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

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

Dividends pershare 0.95 0.99 1.03 1.08 1.13
Source: Company data, Morgan Stanley Research
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NI Operating Data
Operating Data

2012 2013E 2014E 2015E 2016E
GAS DISTRIBUTION
Sales and Transportation (MMDth):

Residential 226.5 259.8 267.6 275.7 283.9
Commercial 156.2 172.8 178.0 183.3 188.8
Industrial 478.2 488.3 502.9 518.0 533.6
Off System 61.5 73.9 75.4 76.9 78.5
Other 0.3 0.8 0.8 0.8 0.8

Total Sales and Transports 922.7 995.7 1,024.8 1,054.8 1,085.6
Weather Adjustment 58.8 (4.0) (4.0) (4.0) (4.0)
Sales and Transport Vols — Excluding Weather 981.5 991.7 1,020.8 1,050.6 1,081.6
y/ychange 7.6% 7.0% 2.9% 2.9% 2.9%

Sales Price ($1 0th) $2.79 $2.85 $2.94 $3.03 $3.12
y/ychange -27.5% 2.4% 3.0% 3.0% 3.0%

COGS Price ($1 0th) $1.19 $1.24 $1.20 $1.27 $1.29
yly change -43.2% 3.7% -3.1% 6.3% 7.4%

Gross Margin ($ / 0th) $1.59 $1.62 $1.74 $1.75 $1.83
yly change -8.6% 1.4% 7.7% 0.8% 4.7%

COLUMBIA PIPELINE GROUP
Throughput (MMDth):
Columbia Transmission 1,107.7 1,211.0 1,283.7 1,347.9 1,388.3
Columbia Gulf 583.0 875.5 931.2 973.1 1,002.3
Crossroads Gas Pipeline 15.8 16.5 17.0 17.5 18.0
Total throughput 2,006.5 2,106.0 2,231.9 2,338.5 2,408.6
Intrasegment eliminations (422.6) (499.6) (529.1) (534.2) (564.2)
Total third-party throughput 1,583.9 1,606.4 1,702.7 1,804.2 1,844.4
y/ychange -3.2% 7.4% 6.0% 6.0% 2.2%

Tariff ($1 0th) $0.46 $0.45 $0.46 $0.48 $0.49
y/y change -4.0% -2.1% 4.2% 3.0% 3.0%

ELECTRIC OPERATIONS
Sales (Gigawatt Hours):
Residential 3,524.3 3,689.5 3,763.3 3,838.5 3,915.3
Commercial 3,863.1 3,920.5 3,979.6 4,039.3 4,099.9
Industrial 9,251.0 9,391.6 9,673.3 9,866.8 10,064.1
Wholesale 250.7 297.6 303.6 309.7 315.9
Other 119.1 121.5 124.0 126.4 129.0
Total sales 17,008.2 17,421.1 17,843.8 18,180.8 18,524.2
Weather Adjustment (146.0) (3.4) - - -

Total sales volumes — Adj. for weather impacts 16,862.2 17,417.7 17,843.8 18,180.8 18,524.2
yly change -3.0% 3.3% 2.4% 1.9% 7.9%

Revenue ($1 Gigawatt hour) $89.18 $93.71 $96.52 $98.45 $100.42
yly change 8.5% 5.7% 3.0% 2.0% 2.0%

COGS ($ / Gigawatt hour) $29.58 $33.28 $34.46 $34.26 $35.49
y/ychange -6.3% 12.5% 3.5% -0.6% 3.6%

Gross Margin ($1 Gigawatt hour) $59.60 $60.43 $62.06 $64.19 $64.93
yly change 77.7% 7.4% 2.7% 3.4% 1.2%
Source: Company data, Morgan Stanley Research
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Cash and cash equivalents
Restricted cash
Accounts receivable
Income tax receivable
Gas inventory
Regulatory assets
Other
Total Current Assets
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36,300 20,000
46,800 23,100

907,300 866,606
130,900 80,500
326,600 378,491
162,800 141,700
383,900 228,100

2,352,400 2,054,897

20,000
23,100

908,583
80,500

399,711
141,700
228,100

2,118,094

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

Unconsolidated affiliates
Other investments
Price risk management assets
Regulatory assets
Goodwill
Intangible assets
Deferred charges, Postretiremen, other
TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS EQUITY
Current portion of long-term debt

• Short-term borrowings
Accounts payable
Dividends payable
Customer deposits and credits
Taxes accrued
Interest accrued
Price risk management liabilities
Exchange gas payable
Deferred revenue
Regulatory liabilities
Acc liab for post-retirement / -employment benefits
Other accruals
Total Current Liabilities

Common stock
Additional paid-in capital
Retained earnings
Treasury stock (65,500) (62,300) (62,300) (62,300) (62,300)

(40,500) (48,100) (48,100) (46,100) (48,100)
5,554,300 5,720,018 5,913,306 6,128,104 6,363,237

21844,700 22,673,861 23,835,962 24,822,941 25,928,234

Morgan Stan tey

. Exhibit 4
NI Balance Sheet
Balance Sheet
(amounts in thousands, except per unit data)

ASSETS

2012 2013E 2014E 2015E 2016E

20,000 20,000
23,100 23,100

891,001 1,000,396
80,500 80,500

418,745 444,111
141,700 141,700
228,100 228,100

2,119,545 2,254,307

243,300 260,800 260,800 260,800 260,800
194,400 190,400 190,400 190,400 190,400
56,000 36,100 36,100 36,100 36,100

2,024,400 1,954,200 1,954,200 1,954,200 1,954200
3,677,300 3,666,200 3,666,200 3,666,200 3,666,200

286,600 283,900 283,900 283,900 283,900
94,400 94,100 94,100 94,100 94,100

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

507,200 89,300 89,300 89,300 89,300
776,900 2,042,221 2,976,021 3,716,795 4,545,100
538,900 624,522 659,535 690,942 732,797

- 74,800 74,800 74,800 74,800
269,600 167,600 167,600 167,600 167,600
235,500 258,200 256,200 258,200 258,200
133,700 68,200 68,200 68,200 68,200
95,200 52,700 52,700 52,700 52,700

146,200 76,000 76,000 76,000 76,000
42,800 42,400 42,400 42,400 42,400

171,600 106,500 106,500 106,500 106500
6,100 6,100 6,100 6,100 6,100

309,700 269,700 269,700 269,700 269,700
3,301,600 3,982,543 4,951,356 5,723,537 6,593,697

6,819,100 6,803,900 6,803,900 6,803,900 6,803,900
20,300 6,900 6,900 6,900 6,900

2,953,300 2,980,100 2,980,100 2,980,100 2,980,100
108,900 112,100 112,100 112,100 112,100

1,107,300 1,066,600 1,066,600 1,066,600 1,066,600
1,593,300 1,611,400 1,611,400 1,611,400 1,611,400

160,400 165,300 165,300 165,300 165,300
226,200 225,000 225,000 225,000 225,000

12,988,800 12,971,300 12,971,300 12,971,300 12,971,300

3,100 3,100 3,100 3,100 3,100
4,597,600 4,627,500 4,627,500 4,627,500 4,627,500
1,059,600 1,199,818 1,393,106 1,607,904 1,843,037

Long-term debt, excl amounts due within one year
Price risk management liabilities
Deferred income taxes
Deferred inc. taxes, credits, other
Acc liability for post-retirement/-employment benefits
Regulatory liabilities and other removal costs
Asset retirement obligations
Other noncurrent liabilities
Total Other Liabilities and Deferred Credits

Accumulated other comprehensive loss
Total Common Stockholders’ Equity

TOTAL CAPITALIZATION & LIABILITIES
Source: Company data, Morgan Stanley Research
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NI Cash Flow Statement
Cash Flow Statement
(amounts in thousands, except per unit data) 2012 2013E 2014E 2015E 2016E

Cash from Operating Activities
Net Income 416,100 524,300 516,126 551,672 586,653
Debt: Gain Early Extinguishment / Amort Disc.+Premium 9,700 - - - -

Depreciation and Amortization 561,900 559,936 601,096 614,473 629,469
Net Changes in Price Risk Mgmt A / L (18,500) 1,400 - - -

Deferred: Inc. Tax/Credits; Revenues 301,200 116,100 - - -

Stock Compensation Expense 45,000 10,600
- - -

Loss/fGain) on Asset Sales / Impairments I Disc Opts (3,600) (200) - - -

Income from Unconsolidated Affiliates (30,900) (7,300) -
- -

Disc. Operations: Loss/fGain) on Disposition 5,700 (33,300) - - -

AFUDC Equity (10,600) (3,500) - - -

Dist. of Earnings Received from Equity Investee 34,900 7,000 - - -

Other
- 2,300 - -

-

Changes in Assets and Liabilities: (35,200) (55,475) (28,184) 29,955 (92,907)
Net cash from operating activities 1,275,500 1,121,861 1,089,038 1,196,100 1,123,215

Cash from Investing Activities
Capital Expenditures (1,498,800) (1,800,000) (1,700,000) (1,600,000) (1,600,000)
Insurance Recoveries 6,500 - - - -

Proceeds from Disposition of Assets 25,600 500 - -
-

Restricted Cash Deposits (Borrowings) 114,200 23,600 -
-

Contributions to Equity Investments (20,400) (17,100) -
- -

Other Investing Activities (52,300) 116,200 - - -

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

Cash from Financing Activities
Issuance of Long-Term Debt 991,400 (427,100) -

- -

Retirement/Repurchase of Long-Term Debt (331,600) - - - -

Change in Short-Term Borrowings, Net (582,200) 1,265,321 933,799 740,774 828,305
Issuance of Common Stock 383,500 17,200 - - -

Acquisition of Treasury Stock (10,000) (7,600) - - -

Dividends Paid - Common Stock (273,200) (309,182) (322,838) (336,874) (351,521)
Other (3,400) -

- - -

Net cash from financing activities 174,500 538,639 610,962 403,900 476,785

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

Cash at beginning of period 11,500 36,300 20,000 20,000 20,000
Cash at end of period 36,300 20,000 20,000 20,000 20,000Source: Company data, Morgan Stanley Research
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Exhibit 6

NI Sum of the Parts Valuation
NiSource Inc. Value ($m) $IShare
Gas Distribution $ 5996 $ 19.21

Gas Transmission & Storage 5901 18.91

Electric Utility 4,417 14.15

Utica 938 3.00

Value $ 17,251 $ 55.27

Net Debt (7,995) (25.62)

Net Equity Value $ 9,256 $ 29.66
Shares Outstanding (in m) 312.1

GAS DISTRIBUTION
Forward EBITDA (2014E) $ 705

Forward multiple 8.5x
Enterprise value $ 5,996

GAS TRANSMISSION & STORAGE
Forward EBITDA (2014E) S 590

Forward multiple lOOx

Enterprise value $ 5,901

ELECTRIC UTILITY

Forward EBITDA (2014E) $ 520
Forward multiple 85x

Enterprise value $ 4,417

Estimated Utica ‘Value’ Credit
Acres 125000

$Iacre $ 7,500

Enterprise value $ 938

Source: company data, Morgan Stanley Research.
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M R c Morgan Stanley ModelWare is a proprietary analytic framework that helps clients
uncover value, adjusting for distortions and ambiguities created by local accounting

J I\]I 0 cie ‘1\/a re regulations. For example, ModelWare EPS adjusts for one-time events, capitalizes operating
leases (where their use is significant), and converts inventory from LIED costing to a FlED
basis. ModelWare also emphasizes the separation of operating performance of a company
from its financing for a more complete view of how a company generates earnings.

Disc’osure Section
The information and opinions in Morgan Stanley Research were prepared by Morgan Stanley & Co. LLC, and/or Morgan Stanley C.T.V.M. S.A., and/orMorgan Stanley Mexico, Casa de Bolsa, S.A. de CV. As used in this disclosure section, “Morgan Stanley” includes Morgan Stanley & Co. LLC,Morgan Stanley C.T.V.M. S.A., Morgan Stanley Mexico, Casa de Bolsa, S.A. de CV. and their affiliates as necessary.For important disclosures, stock price charts and equity rating histories regarding companies that are the subject of this report, please see the MorganStanley Research Disclosure Website at www.morganstanley.com/researchdisclosures, or contact your investment representative or Morgan StanleyResearch at 1585 Broadway, (Attention: Research Management), New York, NY, 10036 USA.
For valuation methodology and risks associated with any price targets referenced in this research report, please emailmorganstanley.research@morganstanley.com with a request for valuation methodology and risks on a particular stock or contact your investmentrepresentative or Morgan Stanley Research at 1585 Broadway, (Attention: Research Management), New York, NY 10036 USA.
Analyst Certification
The foltowing analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed andthat they have not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in thisreport: Stephen Maresca.
Unless otherwise stated, the individuals listed on the cover page of this report are research analysts.
Global Research Conflict Management Policy
Morgan Stanley Research has been published in accordance with our conflict management policy, which is available atwww.morganstanley.com/institutional/research/conflictpolicies.
Important US Regulatory Disclosures on Subject Companies
As of March 28, 2013, Morgan Stanley beneficially owned 1% or more of a class of common equity securities of the following companies covered in• Morgan Stanley Research: Oneok Inc., Williams Companies, Inc.
Within the last 12 months, Morgan Stanley managed or co-managed a public offering (or 1 44A offering) of securities of Spectra Energy Corp., WilliamsCompanies, Inc.
Within the last 12 months, Morgan Stanley has received compensation for investment banking services from CenterPoint Energy, nc, Oneok Inc.,Questar Corp., Spectra Energy Corp., Williams Companies, Inc.
In the next 3 months, Morgan Stanley expects to receive or intends to seek compensation for investment banking services from CenterPoint Energy,nc, MDU Resources Group, Inc., National Fuel Gas Co, NiSource, Inc., Oneok Inc., Questar Corp., Spectra Energy Corp., Williams Companies, Inc.Within the last 12 months, Morgan Stanley has received compensation for products and services other than investment banking services fromCenterPoint Energy, Inc NiSource, Inc., Oneok Inc., Questar Corp., SemGroup Corp, Spectra Energy Corp., Williams Companies, Inc.Within the last 12 months, Morgan Stanley has provided or is providing investment banking services to, or has an investment banking clientrelationship with, the following company: CenterPoint Energy, mc, MDU Resources Group, Inc., National Fuel Gas Co, NiSource, Inc., Oneok Inc.,Questar Corp., Spectra Energy Corp., Williams Companies, Inc.
Within the last 12 months, Morgan Stanley has either provided or is providing non-investment banking, securities-related services to and/or in the pasthas entered into an agreement to provide services or has a client relationsh(p with the following company: CenterPoint Energy, mc, National Fuel GasCo, NiSource, Inc., Oneok Inc., Questar Corp., SemGroup Corp, Spectra Energy Corp., Williams Companies, Inc.Morgan Stanley & Co. LLC makes a market in the securities of CenterPoint Energy, mc, MDU Resources Group, Inc., National Fuel Gas Co,NiSource, Inc., Oneok Inc., Questar Corp., SemGroup Corp, Spectra Energy Corp., Williams Companies, Inc.The equity research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation basedupon various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investmentbanking revenues.
Mor9an Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market making,providing liquidity and specialized trading, risk arbitrage and other proprietary trading, fund management, commercial banking, extension of credit,investment services and investment banking. Morgan Stanley sells to and buys from customers the securities/instruments of companies covered inMorgan Stanley Research on a principal basis. Morgan Stanley may have a position in the debt of the Company or instruments discussed in this report.Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.
STOCK RATINGS
Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below).Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweiht are not theequivalent of buy, hold and sell, Investors should carefully read the definitions of all ratings used in Morgan Stanley Research. In addition, sinceMorgan Stanley Research contains more complete information concerning the analyst’s views, investors should carefully read Morgan StanleyResearch, in its entirety, and not infer the contents from the rating alone. In any case, ratings (or research) should not be used or relied upon asinvestment advice. An investor’s decision to buy or sell a stock should depend on individual circumstances (such as the investor’s existing holdings)and other considerations.
Global Stock Ratings Distribution
(as of March 37, 2073)
For disclosure purposes only fin accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell alongsideour ratings of Overweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks wecover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended relativeweightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buyrecommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.
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Coverage Universe Investment Banking Clients (IBC)
% of % of% of Rating

Stock Rating Category Count Total Count Total IBC Category

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

Data include common stock and ADRs currently assigned ratings. An investor’s decision to buy or sell a stock should depend on individual
circumstances (such as the investor’s existing holdings) and other considerations. Investment Banking Clients are companies from whom Morgan
Stanley received investment banking compensation in the last 12 months.
Analyst Stock Ratings
Overweight (0). The stock’s total return is expected to exceed the average total return of the analyst’s industry (or industry team’s) coverage universe,
on a risk-adjusted basis, over the next 12-1 B months.
Equal-weight (E). The stock’s total return is expected to be in line with the average total return of the analyst’s industry (or industry team’s) coverage
universe, on a risk-adjusted basis, over the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock’s total return relative to the average total return of the
analyst’s industry (or industry teams) coverage universe, on a risk-adjusted basis, over the next 12-18 months.
Underweight (U). The stock’s total return is expected to be below the average total return of the analyst’s industry (or industry team’s) coverage
universe, on a risk-adjusted basis, over the next 12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.
Analyst Industry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the
relevant broad market benchmark, as indicated below.
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant
broad market benchmark, as indicated below.
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant
broad market benchmark, as indicated below.
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index;. Europe - MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index.

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

NiSource, Inc. (NI.N) — fts cc 4/29/13 in USO
Industri Diversicied Natural Gas
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Important Disclosures for Morgan Stanley Smith Barney LLC Customers
Citi Resesrch publicetions may be available about the companies or topics that are the subject of Morgan Stanley Research. Ask your Financial Advisor or use ResearchCenter to view any available Citi Research publications in addition to Morgan Stanley research reports.
Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Barney LLC, MorganStanley and Citigroup Global Markets Inc. or any of their affiliates, are available on the Morgan Stanley Smith Barney disclosure webaite atwww.morganstanleyamithbarney.com/researchdiacloaurea.
For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdiaclosurea and
httpa:llwww.citivelocity.com!cvr/eppublic/citi_research_diacloaurea.
Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval is conducted by thesame person who reviews the Equity Research report on behalf of Morgan Stanley. This could create a conflict of interest.
Other Important Disclosures
Morgan Stanley & Co. International PLC and its affiliates have a significant financial interest in the debt securities of CenterPoint Energy, Inc, Nisource, Inc., OneokInc., Questar Corp., Spectra Energy Corp., Williams Companies, Inc.
Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning ofSection g75 of the Dodd-Frank Wall Street Reform and Consumer Protection Act.
Morgan Stanley produces an equity research product called a “Tactical Idea.” Views contained in a “Tactical Idea” on a particular stock may be contrary to therecommendations or views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. Forall research available on a particular stock, please contact your sales representative or go to Client Link at www.morganstanley.com.
Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances andobjectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors toseek the advice of a financial adviser The appropriateness of an investment or strategy will depend on an investor’s circumstances and objectives. The securities,instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and certain investors may not be eligible to purchase or participate insome or all of them. Morgan Stanley Research is not an offer to buy or sell any security/instrument or to participate in any trading strategy. The value of and income fromyour investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes,operational or financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in securities/instrumentstransactions. Past performance is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be realized. Ifprovided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject company’s securities/instruments.
The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation basedupon various factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability orrevenues), client feedback and competitive factors. Fixed Income Research analysts’, strategists’ or economists’ compensation is not linked to investment banking or capitalmarkets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.
Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy.The “Important US Regulatory Disclosures on Subject Companies” section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% ormore of a class of common equity securities of the companies. For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investmentof less than 1% in securities/instruments or derivatives of securities/instruments of companies and may trade them in ways different from those discussed in Morgan StanleyResearch. Employees of Morgan Stanley not involved in the preparation of Morgan Stanley Research may have investments in securities/instruments or derivatives ofsecurities/instruments of companies mentioned and may trade them in ways different from those discussed in Morgan Stanley Research. Derivatives may be issued byMorgan Stanley or associated persons.
With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to use reliable,comprehensive information, but we make no representation that it is accurate or complete. We have no obligation to tell you when opinions or information in Morgan StanleyResearch change apart from when we intend to discontinue equity research coverage of a subject company. Facts and views presented in Morgan Stanley Research havenot been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business areas, including investment banking personnel.
Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company ofassociated expenses unless pre-approved by authorized members of Research management.
Morgan Stanley may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.
To our readers in Taiwan: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited (“MSTL”). Such information is for yourreference only. Information on any securities/instruments issued by a company owned by the government of or incorporated in the PRC and listed in on the Stock Exchangeof Hong Kong (“SEHK”), namely the H-shares, including the component company stocks of the Stock Exchange of Hong Kong (“SEHK”)’s Hang Sang China EnterpriseIndex is distributed only to Taiwan Securities Investment Trust Enterprises (“SITE”). The reader should independently evaluate the investment risks and is solelyresponsible for their investment decisions. Morgan Stanley Research may not be distributed to the public media or quoted or used by the public media without the expresswritten consent of Morgan Stanley. To our readers in Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable to, Morgan Stanley AsiaLimited as part of its regulated activities in Hong Kong. If you have any queries concerning Morgan Stanley Research, please contact our Hong Kong sales representatives.Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation or a solicitation to tradein such securities/instruments. MSTL may not execute transactions for clients in these securities/instruments.
Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research does not constitutean offer to sell or the solicitation of an offer to buy any securities in the PRC. PRC investors shall have the relevant qualifications to invest in such securities and shall beresponsible for obtaining all relevant approvals, licenses, verifications and/or registrations from the relevant governmental authorities themselves.
Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A.; in Japan by Morgan Stanley MUFG Securities Co., Ltd. and, for Commodities relatedresearch reports only, Morgan Stanley Capital Group Japan Co., Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents); inSingapore by Morgan Stanley Asia (Singapore) Pta. (Registration number 19920529BZ) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number200008434H), regulated by the Monetary Authority of Singapore (which accepts legal responsibility for its contents and should be contacted with respect to any mattersarising from, or in connection with, Morgan Stanley Research); in Australia to “wholesale clients” within the meaning of the Australian Corporations Act by Morgan StanleyAustralia Limited A.B.N. 67003734576, holder of Australian financial services license No. 233742, which accepts responsibility for its contents; in Australia to “wholesaleclients” and “retail clients” within the meaning of the Australian Corporations Act by Morgan Stanley Smith Barney Australia Pty Ltd (A.B.N Th oo 145 555, holder ofAustralian financial services license No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co International plc, Seoul Branch; in India byMorgan Stanley India Company Private Limited; in Indonesia by PT Morgan Stanley Asia Indonesia; in Canada by Morgan Stanley Canada Limited, which has approved ofand takes responsibility for its contents in Canada; in Germany by Morgan Stanley Bank AG, Frankfurt am Main and Morgan Stanley Private Wealth Management Limited,Niederlassung Deutachland, regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S.V., S.A., a Morgan Stanley groupcompany, which is supervised by the Spanish Securities Markets Commission (CNMV) and states that Morgan Stanley Research has been written and distributed inaccordance with the rules of conduct applicable to financial research as established under Spanish regulations; in the US by Morgan Stanley & Co. LLC, which acceptsresponsibility for its contents. Morgan Stanley & Co. International plc, authorized and regulated by the Financial Services Authority, disseminates in the UK research that ithas prepared, and approves solely for the purposes of section 21 of the Financial Services and Markets Act 2000, research which has been prepared by any of its affiliates.Morgan Stanley Private Wealth Management Limited, authorized and regulated by the Financial Services Authority, also disseminates Morgan Stanley Research in the UK.Private UK investors should obtain the advice of their Morgan Stanley & Co. International plc or Morgan Stanley Private Wealth Management representative about theinvestments concerned. RMB Morgan Stanley (Proprietary) Limited is a member of the JSE Limited and regulated by the Financial Services Board in South Africa. RMBMorgan Stanley (Proprietary) Limited is a joint venture owned equally by Morgan Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited,which is wholly owned by FiratRand Limited.
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial ServicesAuthority (the DFSA), and is directed at Professional Clients only, as defined by the DFSA. The financial products or financial services to which this research relates will onlybe made available to a customer who we are satisfied meets the regulatory criteria to be a Professional Client.
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The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial CentreRegulatory Authority (the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by theQFCRA.
As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisoryactivity. Investment advisory service is provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses, portfoliomanagement companies, non-deposit banks and clients. Comments and recommendations stated here rely on the individual opinions of the ones providing thesecomments and recommendations. These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relyingsolely to this information stated here may not bring about outcomes that fit your expectations.
The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties orrepresentations relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating to such data. The GlobalIndustry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and S&P. Morgan Stanley bases projections, opinions, forecasts andtrading strategies regarding the MSCI Country Index Series solely on public information. MSCI has not reviewed, approved or endorsed these projections, opinions,forecasts and trading strategies. Morgan Stanley has no influence on or control over MSCI’s index compilation decisions. Morgan Stanley Research or portions of it may notbe reprinted, sold or redistributed without the written consent of Morgan Stanley. Morgan Stanley research is disseminated and available primarily electronically, and, insome cases, in printed form. Additional information on recommended securities/instruments is available on request.
Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.
Morgan Stanley Research is disseminated and available primarily electronically, and, in some cases, in printed form.
Additional information on recommended securitieslinstruments is available on request.
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The Americas Europe Japan Asia/Pacific
1585 Broadway 20 Bank Street, Canary Wharf 4-20-3 Ebisu, Shibuya-ku 1 Austin Road West
New York, NY 10036-8293 London E14 4AD Tokyo 150-6008 Kowloon
United States United Kingdom Japan Hong Kong
Tel: +1(1)212761 4000 Tel: +44 (0)2074258000 Tel: +81 (0)3 5424 5000 Tel: +852 2848 5200

Industry Coverage:Diversified Natural Gas

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

Stephen J. Maresca, CFA
CenterPoint Energy, Inc (CNP.N) 8 (1 1/1 5/2011) $24.52
MDU Resources Group, Inc. 8 (01/06/2011) $24.4
(MDU.N)
National Fuel Gas Co (NFG.N) E (01/10/2012) $62.56
NiSource, Inc. (NI.N) E (01/06/2011) $31.15
Oneok Inc. fOKE.N) 0 (11/15/2011) $51.19
Questar Corp. (STR.N) 8(02/11/2013) $25.25
SemGroup Corp (SEMG.N) 0(04)10)2013) $51.91
Spectra Energy Corp. (SE.N) E (11/10/2009) $31.36
Williams Companies, Inc (WMB.N) 0 (11/10/2009) $38.22

Stock Ratings are subject to change. Please see latest research for each company.
• Historical prices are not split adjusted.

© 2013 Morgan Stanley
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NiSource, Inc.
Utica JV Nears the Goal Line

NI 1Q results were in-line with our estimates (above
consensus) and company guidance was reaffirmed
at $1.40-I .50 (MS at $1.45). NI remains on track for
its 2012 capital investment program of $i.4b and
importantly has made strides with its midstream
build out.

1Q12 results: NI reported operating earnings of
$0.76 vs. MS I Consensus estimates of $0.75 I $0.71.
We maintain our Equal-weight rating on NI (in the
context of our Attractive view on the Diversified Gas
sector). We estimate earnings growth of 9% 2012 and
7% in 2013 and implied Utica project value of $2 per
share. Our price target is $26 (with Butt case at $30).
Upcoming drivers for the stock will be Utica joint venture
announcement, which is possible within a month, and
execution on its $1.4b capital investment plan. NI
currently trades at —9.4x 2012e EVIEBITDA and 17.8x
P/E, compared to peers at 8.2x and 18.lx.

Gas business performs despite mild winter. Electric
Operations EBlTdeclined to $48.5m vs. $49.3 in 2011.
Gas Distribution Operations EBIT increased to $246.5m
from $237.0 in 2011. Despite an unusually warm winter,
new revenues increased by $1 I .4m, excluding the
impact of trackers. Gas Transmission and Storage
Operations EBlTincreased to $138.6m from $118.4m
y/y. Please see variance exhibit on page 3 for details.

What’s Next: Midstream execution in the northeast,
possible dividend raise in 2H12. NI is in advanced
discussions with a producer to create a joint venture and
contribute acreage. The JV will likely encompass only a
small portion of NI’s Utica acreage (15k acres), and NI
will participate in its development and benefit from
infrastructure requirements. In addition to its upstream
acreage position, NI controls a great midstream footprint
in the Northeast through its Columbia Gas and Columbia
Gulf Pipeline systems. We believe the opportunity of
creating a separate vehicle (i.e., an MLP) to capture
value and fund growth capital may increase in the
coming quarters as Ni’s midstream scope widens. With
over $500+m of pipe & storage EBITDA, we believe
management will continue to evaluate it closely.

Morgan Stanley & Co. LLC Stephen J. Maresca, CFA
Stephen. Maresca@morganstanley.com
+1212761 8343

Robert S Kad
Robert.Kad@morganstanley.com
+1 212761 6385

Shaan Sheikh
Shaan.Sheikhmorganstanley,com
+1 212 761 4573

Brian Lasky
Brian.Lasky©morganstanley.com
+1 212 761 7249

Price target $26.00
Shr price, close (Apr 30, 2012) $24.65
Mkt cap, curt (mm) $6,992
52-Week Range $24.74-i 7.96

Fiscal Year ending 12/11 12I12e 12/13e 12114e

ModelWare EPS ($) 1.33 1.45 1.55 1.62
Prior ModelWare EPS ($) - 1.42 1.53 1.62
PIE 17.9 16.9 15.9 15.3
Consensus EPS ($) 1.35 1.44 1.52 1.61
EBITDA ($mm)** 1,499 1,646 1,718 1,816
EVIEBITDA** 9.6 9.3 9.2 9.0
Div yld (%) 3.9 3.8 3.9 4.0
Div per shr(S) 0.92 0.93 0.96 0.99
Shrs out, diluted, avg (mm) 281 295 295 295
Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare
framework (please see explanation later in this note).
§ = Consensus data is provided by Thomson Reuters Estimates.

Based on consensus methodology
a = Morgan Stanley Research estimates

Morgan Stanley appreciates your support in the
Institutional Investor 2012 All-America Equity
Research Team Survey.

Recuest your bailot.

Stock Rating

Equal-weight

Industry View

Attractive Key Ratios and Statistics

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

Morgan Stanley does and seeks to do business with
companies covered in Morgan Stanley Research. As
a result, investors should be aware that the firm may
have a conflict of interest that could affect the
objectivity of Morgan Stanley Research. Investors
should consider Morgan Stanley Research as only a
single factor in making their investment decision.
For analyst certification and other important
disclosures, refer to the Disclosure Section,
located at the end of this report.
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NiSource (NI, Equal-weight)

Apr-10 Oct-10 Apr-Il Oct-li Apr-12 Oct-12
. Price Target (Apr-13) —Historical Stock Performance • Current Stock Price

Source: FactSet; Morgan Stanley Research

Gas Distribution

Gas Transmission & Storage

Electric Utility 3,780
Utica 600

Value per Share
• Net Debt

Net Equity Value
Shares Outstanding (in mm)

Source: Morgan Stanley Research

Why Equal-weight?

• Restoring earnings power at
regulated utilities segments
• Numerous midstream opportunities
surrounding its existing pipeline
systems in the Marcellus provide
exceptional long-term value, but also
come with it increased capex and
possibly heated competition.
• Stock trades closer to fair value on
multiples basis (excluding potential
uplift from Utica acreage).

Key Value Drivers
• Executing Marcellus midstream
projects on time and below budget
• Execution on its regulatory agenda
(e.g., filing rate cases, implementing
trackers / cost recovery mechanisms).
• Stable dividend with potential
growth in 2H12.

Potential Catalysts
• Updates related to rate case
settlements approval by regulatory
bodies.

• Announcement of additional
Marcellus or Utica project or acquisition
beyond those included in guidance.
• Decision to create an MLP.

Where We Could Be WronglRisks
• Regulatory risks associated with
Marcellus drilling puts a hold on
midstream project expansions.
• Economic recovery remains
prolonged, negatively affecting electric
deliveries (especially to industrial
customers).
• Rate cases return with unfavorable
outcomes.

Risk-Reward View: Strong Marcellus + Utica Midstream Potential

30 $30.00 (.22%)

$ 24.65
$26.00 (+5%)

20
$10.00 1-23%)

Apr-13

Price Target $26 Derived from base case average of four valuation methodologies

Bull Case lix GT&S Increasing MarcelluslUtica market share and utilities
$30 12e outperform. NI gains larger Appalachian market share than

EBITDA, 9x anticipated from new production, fostering additional capital spend
Electric in the GT&S segment. Utica potential exceeds expectations.
EBITDA

Base Case 1 0.x GT&S Executing on Marcellus opportunities with a modest recovery
$26 12e in utility segments. NI places Marcellus growth projects on

EBITDA, budget and on time. Industrial electric generation deliveries
B.5x Electric continue to stabilize/slightly recover, coupled with fair rate case
EBITDA outcomes.

Bear Case 8x GT&S Marcellus opportunities fail to materialize. Marcellus regulation
$19 12e issues persist, prolonging development. The required

EBITDA, 7x infrastructure projects are delayed causing NI to push back
Electric expansions. Utility rate case outcomes prove unfavorable.
EBITDA

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

NiSource Inø_f Value ($rn) $tSht. If..

$5, 105

5,816
$18

21

14

2

$55
(26)
$28
280

$15,301

(7,374)
$7,926

2
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(amounts in 000s, except per unit)

Operating Revenues

Gas Distribution

Gas Transportation and Storage
Electric

Other

Total operating revenues

Operating Expenses

Cost of Sales

Operation and maintenance
Depreciation and amortization
Other taxes

Total operating expenses

Actual Actual A IA
1011 1Q12 %chg

1,367,600 908,200 -33.6%
345,800 409,200 183%
402,900 358,000 -11.1%

30,800 24,800 I
2,147,100 1,700,200 -20.8%

MS AlE MS
1Q126 %chg 20126

Equity Earnings (Loss) in Uncon. Affiliates

Earnings From Cont Oper. Bef. Inc. Taxes
Income tax (provision)

3,000 7,700 156.7% 5,858 31.4% 7,739

399,200 435,500 9.1% 438,185 -0.6%

538,100 581,600 8.1% 568,273 2.3%

312,700 333,200 6.6% 325,962 2.2%
107,900 118,700 10.0% 114,559 3.6%

204,800 214,500 4.7% 211,404 1.5%
285,000 282,900 -0.7% 281,400 0.5%

211,366

352,669

109,818

38,304

71,514

282,900

Net Income per Share (Operating)
Net Income per Share (GAAP)

Segment Data

Gas Distribution (MMDth)

Residential

Commercial
Industrial

Off System

Other

Gas Transmission & Storage (MMDth)
Columbia Transmission

Columbia Gulf

Crossroads Gas Pipeline

lntrasegment eliminations

Electric Operations (Gigawatt Hours)
Residential

Commercial

Industrial

Wholesale

Other

The 2012 capital
program for NG&T is
43% higher than 2011
reflecting sigmficant
expansion projects in
supply regions. NI has
a $150m pipeline
project, which is
expected to be finalized
in the quarter and
placed into service Dec
2012

Source: Company data, Morgan Stanley Research

1,692,470 46 3%

281,649 45.3%

375,583 -4.7%

1,088.400

431,100

138,900

92,500

1,750,900

633,000 41.8%

406,700 -5.7%

146,100 5.2%

86,600 -6.4%

1,272,400 -27.3%

2,349,702 -27.6%

1,190,726 46.8%

490,792 -17.1%

130,088 12.3%

105769 -18.1%

1,917,375 -33.6%

728,414

241,725
NIPSO electric rate case
was settled win

- December without
1,347,495 modification by the IURC.

The proposal represents
a 4.45% increase.

489,614

441,541

141,303

71,410

1,143,868

EBIT

EBITDA

Interest expense, net (89,800) (103,300) 15.0% (99,423) 3.9% (102,548)
Other income 3,300 1,000 (12,800) 1,000

Total other income and expenses (86,500) (102,300) 18.3% (112,223) -8.8% (101,548)

Net Income (Operating)
Average # of Shares Outstanding

$ 0.72 $ 0.76 $ 0.75 $ 0.25
$ 0.71 $ 0.68 $ 0.75 $ 0.25

134.5 102.9 -23.5% 137.2 -25.0% 343
77.6 61.2 -21.1% 79.2 -22.7% 27.2

118.9 131.3 10.4% 124.8 5.2% 105.8
17.5 13.5 -22.9% 17.5 -22.9% 20.4
0.3 0.1 na - na 0.1

426.6 379.4 -11.1% 447.9 -15.3% 215.1
244.0 227.5 -6.8% 280.6 -18.9% 302.6

5.1 4.3 -15.7% 5.1 -15.7% 5.6
(152.6) (105,7) -30.7% (173.4) -39.0% (185.5)

855.8 781.2 -87% 877.2 -10.9% 800.1
924.9 907.8 -1.8% 9480 4.2% 965.5

2,442.4 2,385.0 -2.4% 2,503.5 4.7% 2,383.8
67.1 19.0 -71.7% 68.8 -72.4% 205.2
44.5 32.5 -27.0% 45.2 -280% 37.7

3



2013E 2014E 2015E

3.103,100 2,927,700 3,006,305 3,576,364 3,693,370 3,833,085
1,261,300 1,297,400 1,190,993 1,141,658 1,217,535 1,271,298
1,374,900 1,477,800 1,504,833 1,586,646 1,658,688 1,734,003

78,600 99,700 24,800 - - -

5,817,900 5,802,600 5,726,930 6,304,667 6,569,593 6,838,386

2,379,200 2,336,700 2,101,337 2,452,639 2,505,464 2,615,535
1,655,700 1,688,100 1,721,587 1,845,807 1,947,723 2,015,013

596,300 542,800 572,132 588,568 632,096 645,162
284,400 293,300 289,098 308,046 321,046 334,396

4,915,600 4,860,900 4,684,154 5,195,059 5,406,349 5,610,105

Equity Earnings (Loss) in Uncon. Affiliates 15,000 14,600 31,032 20,151 20,659 21,180

EBIT

EBITDA

Other income

Dividends per share
Source: Company data, Morgan Stanley Research

917,300 956,300 1,073,808 1,129,759 1,183,903 1,249,461

1,513,600 1,499,100 1,645,940 1,718,326 1,815,998 1,894,623

(392,200) (376,800) (417,193) (429,965) (451,411) (469,120)
3,800 (7,300) 4,000 - - -

528,900 572,200 660,616 699,794 732,492 780,341
189,300 197,500 231,471 242,981 256,014 271,639
339,600 374,700 429,145 456,812 476,478 508,702

Morgan Stan[ey

Exhibit 2

NI Income Statement
(amounts in thousands, except per unit data) 2010 2011E 2012E
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Net Revenues
Gas Distribution
Gas Transportation and Storage
Electric
Other

Total Net Revenues

Operating Costs
Cost of Sales
Operation and maintenance
Depreciation and amortization
Other taxes

Total Operating Costs

Interest expense, net
Other income

Inc. from continuing operations bef inc. taxes
Income tax (provision). Operating Net income (Loss)

Net Income per Share (Operating)
Net Income per Share (GMP)

Weighted Avg Diluted Units Outstanding

$1.20 $1.33 $1.45 $1.55 $1.62 $1.72
$1.04 $1.31 $1.38 $1.55 $1.62 $1.72

282,600 281,400 295,021 295,021 295,021 295,021

0.92 0.92 0.93 0.96 0.99 1.02

4
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NI Operating Data
2010 2011E 2012E 2013E 2014E 2015E

GAS DISTRIBUTION
Sales and Transportation (MMDth):

Residential 258.1 254.5 225.3 229.8 233.3 236.8
Commercial 166.8 168.6 154.0 157.1 160.2 163.4
Industrial 386.0 431.7 459.7 468.9 478.3 487.9
Off System 71.9 62.5 58.5 58.5 58.5 58.5
Other 0.9 0.5 0.4 0.4 0.4 0.4

Total Sales and Transports 883.7 917.8 898.0 914.7 930.7 947.0
Weather Adjustment 5.2 (5.6) 65.4 - - -

Sales and Transport Vols — Excluding Weather 888.9 912.2 963.4 914.7 930.7 947.0
yly change 6.8% 2.6% 5.6% -5.0% 7.7% 7.7%

Sales Price ($1 0th) $4.14 $3.85 $3.32 $3.91 $3.97 $4.05
y/ychange -17.7% -7.0% -13.6% 77.6% 7.5% 2.0%

COGS Price (Sloth) $2.32 $2.10 $1.66 $2.03 $2.02 $2.08
yly change -75.6% -9.5% -27.2% 22.7% -0.5% 3.0%

Gross Margin ($1 Dth) $1.81 $1.74 $1.67 $1.88 $1.95 $1.96
y/ychange -6.1% -3.8% -4.4% 72.6% 3.7% 0.9%

GAS TRANSMISSION & STORAGE
Throughput (MMDth):
ColumbiaTransmission 1,092.4 1,117.5 1,104.8 1,209.6 1,270.1 1,333.6
Columbia Gulf 848.4 1,048.0 1,152.1 1,227.0 1,288.4 1,314.1
Crossroads Gas Pipeline 25.4 18.7 17.9 19.1 19.5 19.8
Total throughput 1,966.2 2,184.2 2,274.8 2,455.8 2,578.0 2,667.6
Intrasegment eliminations (568.7) (548.5) (609.5) (673.3) (689.7) (717.2)
Total third-party throughput 1,397.5 1,635.7 1,665.3 1,782.5 1,888.2 1,950.4
y/ychange 0.4% 77.0% 7.8% 7.0% 5.9% 3.3%

Tariff ($1 0th) $0.52 $0.47 $0.50 $0.51 $0.52 $0.53
y/ychange 0.7% -8.9% 5.2% 2.8% 2.0% 7.9%

ELECTRIC OPERATIONS
Sales (Gigawatt Hours):
Residential 3,625.6 3,526.5 3,505.3 3,669.4 3,761.1 3,855.2
Commercial 3,919.9 3,886.5 3,928.6 4,044.4 4,145.5 4,249.1
Industrial 8,459.0 9,257.6 9,370.6 9,663.7 9,905.3 10,152.9
Wholesale 817.1 651.6 618.1 682.9 699.9 717.4
Other 186.4 165.5 155.3 169.8 172.4 175.0
Total sales 17,008.0 17,487.7 17,578.0 18,230.2 18,684.2 19,149.6
WeatherAdjustment (500.2) (101.1) 81.8 - - -

Total sales volumes — Adj. for weather impacts 16,507.8 17,386.6 17,659.8 18,230.2 18,684.2 19,149.6
yly change 4.0% 5.3% 7.6% 3.2% 2.5% 2.5%

Revenue ($1 Gigawatt hour) $83.78 $82.19 $85.33 $87.03 $88.77 $90.55
y/ychange 6.7% -7.9% 3.8% 2.0% 2.0% 2.0%

COGS ($1 Gigawatt hour) $30.80 $31.56 $30.85 $32.50 $33.31 $33.50
y/ychange 7.7% 2.5% -2.3% 5.4% 2.5% 0.6%

Gross Margin ($ / Gigawatt hour) $52.99 $50.63 $54.48 $54.54 $55.46 $57.05
y/ychange 5.6% -4.5% 7.6% 0.7% 7.7% 2.9%
Source: Company data, Morgan Stanley Research
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2010 20116 2012E 20136 2014E 2015E

Cash and cash equivalents
Restricted cash
Accounts receivable
Income tax receivable
Gas inventory
Regulatory assets
Other
Total Current Assets

Net Property, Plant and Equipment

Unconsolidated affiliates
Other investments
Price risk management assets
Regulatory assets
Goodwill
Intangible assets
Deferred charges, Postretiremen, other
TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS EQUITY
Current portion of long-term debt
Short-term borrowings
Accounts payable
Dividends payable
Customer deposits and credits
Taxes accrued
Interest accrued
Price risk management liabilities

• Exchange gas payable
Deferred revenue
Regulatory liabilities
Acc liab for post-retirement / -employment benefits
Other accruals
Total Current Liabilities

Long-term debt, exci amounts due within one year
Price risk management liabilities
Deferred income taxes
Deferred inc. taxes, credits, other
Acc liability for post-retiremenv-employment benefits
Regulatory liabilities and other removal costs
Asset retirement obligations
Other noncurrent liabilities
Total Other Liabilities and Deferred Credits

Common stock
Additional paid-in capital
Retained eamings
Treasury stock
Accumulated other comprehensive loss
Total Common Stockholders’ Equity

TOTAL CAPITALIZATION & LIABILITIES

CONSOLIDATED DEBT METRICS
Average Total Debt
Average Net Debt
Net Debt? Total Book Capitalization
Average Debt? EBITDA
Average Interest Rate
Source: Company data, Morgan Stanley Research

9,200 11,500 143,857 10,000 31,757 28,041
202,900 160,600 160,600 160,600 160,600 160,600

1,079,300 854,800 899,483 960,658 970,272 1,022,957
gg,000 900 900 900 900 900

298,200 427,600 323,416 291,904 322,591 333,547
151,800 169,700 16g,700 16g,700 169,700 169,700
120,800 261,800 261,800 261,800 261,800 261,800

2,448,900 2,248,200 2,321,056 2,216,862 2,278,920 2,408,845

11,097,000 11,800,100 12,627,968 13,299,400 13,867,305 14,222,142

200,900 204,700 204,700 204,700 204,700 204,700
139,700 150,900 150,900 150,900 150,900 150,900
240,300 188,700 186,700 188,700 188,700 188,700

1,650,400 1,978,200 1,978,200 1,978,200 1,978,200 1,978,200
3,677,300 3,677,300 3,677,300 3,677,300 3,677,300 3,677,300

308,600 297,600 297,600 297,600 297,600 297,600
167,800 162,400 162,400 162400 162,400 162,400

19,938,800 20,708,300 21,609,024 22,176,262 22,806,225 23,290,988

34200 327,300 327,300 327,300 327,300 327,300
1,382,500 1,359,400 1,359,400 1,769,920 2,192,799 2,446,644

581,800 434,800 495,859 479,520 502,394 525,646
100 - - - - -

316,100 313,600 313,600 313,600 313,600 313,600
221,100 220,900 220,900 220,900 220,900 220,900
114,400 111,900 111,900 111,900 111,900 111,900
173,900 167,800 167,800 167,800 167,800 167,800
266,100 168,200 168,200 166,200 168,200 168,200

6,800 10,100 10,100 10,100 10,100 10,100
92,900 112,000 112,000 112,000 112,000 112,000
23,300 26,600 26,600 26,600 26,600 26,600

336,400 301,000 301,000 301,000 301,000 301,000
3,649,400 3,646,400 3,707,459 4,101,640 4,547,393 4,824,490

5,936,100 6,267,100 6,767,100 6,767,100 6,767,100 6,767,100
181,600 138,900 138,900 138,900 138,900 138,900

2,209,700 2,541,900 2,541,900 2,541,900 2,541,900 2,541,900
102,600 107,900 107,900 107,900 107,900 107,900

1,039,600 953,800 953,800 953,800 953,800 953,800
1,595,800 1,663,900 1,663,900 1,663,900 1,663,900 1,663,900

138,800 146,400 146,400 146,400 146,400 146,400
162,000 244,700 244,700 244,700 244,700 244700

11,366,200 12,064,600 12,564,600 12,564,600 12,564,600 12,564,600

2,800 2,800 2,800 2,800 2,800 2,800
4,103,900 4,167,700 4,367,700 4,367,700 4,367,700 4,367,700

901,800 917,000 1,056,665 1,229,722 1,413,932 1,621,598
(57,900) (30,500) (30,500) (30,500) (30,500) (30,500)
(27,400) (59,700) (59,700) (59,700) (59,700) (59,700)

4,923,200 4,997,300 5,336,965 5,510022 5,694,232 5,901,898

19,938,800 20,708,300 21,609,024 22,176,262 22,806,225 23,290,988

7,070,100 7,653,300 8,203,800 8,659,060 9,075,760 9,414,122
7,057,300 7,642,950 8,126,122 8,582,132 9054,881 9,349,223

59.1% 60.6% 61.1% 61.3% 61.8% 61.7%
4.7x 5.lx 5.Ox 5.Ox 5.Ox 5.Ox

5.5% 4.9% 5.1% 5.0% 5.0% 5.0%
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Exhibit 5

NI Cash Flow Statement
(amounts in thousands, except per unit data) 2010 2011E 2012E 2013E 2014E 2015E

Cash from Operating Activities
Net Income 292,000 299,100 408,145 456,812 476,478 508,702
Debt: Gain Early Extinguishment / Amort Disc.+Premium 107,000 53,900 - - - -

Depreciation and Amortization 596,300 538,200 572,132 588,568 632,096 645,162
Net Changes in Price Risk Mgmt A / L (5,500) 38,100 - - - -

Deferred: Inc. Tax/Credits; Revenues 179,700 180,900 - - - -

Stock Compensation Expense 30,900 39,200 - - - -

Loss/fGain) on Asset Sales I Impairments / Disc Opts 2,000 16,800 - - - -

Income from Unconsolidated Affiliates (14,800) (13,700) - - - -

Disc. Operations: Loss/fGain) on Disposition 2,600 4,700 - - - -

AFUDC Equity (6,100) (2,400) - - - -

Dist. of Earnings Received from Equity Investee 12,900 18,800 - - - -

Other (55,000) 8,900 - - - -

Changes in Assets and Liabilities: (419,800) (312,300) 120,559 (46,001) (17,428) (40,389)
Net cash from operating activities 722,200 670,200 1,100,836 999,379 1,091,146 1,113,475

Cash from Investing Activities
Capital Expenditures (803,800) (1,125,200) (1,400,000) (1,260,000) (1,200,000) (1,000,000)
Insurance Recoveries 5,000 - - - - -

Proceeds from Disposition of Assets 500 9,400 - - - -

Restricted Cash Deposits (Borrowings) (28,200) 42,300 - - - -

Contributions to Equity Investments (64,100) (6,400) - - - -

Other Investing Activities (53,100) (69,400) - - - -

Net cash from investing activities (943,700) (1,149,300) (1,400,000) (1,260,000) (1,200,000) (1,000,000)

Cash from Financing Activities
Issuance of Long-Term Debt 250,000 890,000 500,000 - - -

Retirement/Repurchase of Long-Term Debt (977,700) (286,900) - - - -

Change in Short-Term Borrowings, Net 1,279,500 (23,100) - 410,520 422,880 253,845
Issuance of Common Stock 14,400 24,400 200,000 - - -

Acquisition of Treasury Stock (1,400) (3,100) - - - -

Dividends Paid - Common Stock (255600) (257,800) (268,479) (283,756) (292,268) (301,036)
Other (94,900) (62,100) - - - -

Net cash from financing activities 214,300 281,400 431,521 126,764 130,611 (47,191)

Net change in cash (7,200) 2,300 132,357 (133,857) 21,757 66,284
Cash at beginning of period 16,400 9,200 11500 143,857 10,000 31,757
Cash at end of period 9,200 11,500 143,857 10,000 31,757 98,041

Source: Company data, Morgan Stan’ey Research
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Exhibit 6

NI Sum of the Parts Valuation
NiSource Inc. Value f$m) $IShare
Gas Distribution $5,105 $18

Gas Transmission & Storage 5816 $21

Electric Utility 3780 $14

Utica 600 $2

Value $15,301 $55

Net Debt (7,374) (26)

Net Equity Value $7,926 $28
Shares Outstanding (in m) 280

GAS DISTRIBUTION
Forward EBITDA (2012E) $601

Forward multiple 85x
Enterprise value $5,105

GAS TRANSMISSION & STORAGE
Forward EBITDA (2012E) $582

Forward multiple 10.Ox
Enterprise value $5,816

ELECTRIC UTILITY

Forward EBITDA (2012E) $445
Forward multiple 8.5x

Enterprise value $3,780

Source: Company data, Morgan Stanley Research.

8



IU Gase No. 2013-00167
AG Set I DR No. 247
Attachment AI A I Respondent: P. R. MauliviOrgan aniey MORGAN STANLEY RESEARCH Page525of67o

May 1,2012
NiSource, Inc.

M i Morgan Stanley ModeiWare is a proprietary analytic framework that helps clients
uncover value, adjusting for distortions and ambiguities created by local accounting

M c ci e \‘\Ia re regulations. For example, ModelWare EPS adjusts for one-time events, capitalizes operating
leases (where their use is significant), and converts inventory from LIFO costing to a FIFO
basis. ModelWare also emphasizes the separation of operating performance of a company
from its financing for a more complete view of how a company generates earnings.
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Coverage Universe Investment Banking Clients (IBC)
%of %of%of Rating

Stock Rating Category Count Total Count Total IBC Category

OverweightlBuy 1115 38% 459 42% 41%
Equal-weighUHold 1254 43% 474 44% 38%
Not-RatedlHold 100 3% 25 2% 25%
UnderweightlSell 471 16% 124 11% 26%
Total 2,940 1082

Data include common stock and ADRs currently assigned ratings. An investor’s decision to buy or sell a stock should depend on individualcircumstances (such as the investor’s existing holdings) and other considerations. Investment Banking Clients are companies from whom MorganStanley received investment banking compensation in the last 12 months.
Analyst Stock Ratings
Overweight (0). The stock’s total return is expected to exceed the average total return of the analyst’s industry (or industry team’s) coverage universe,on a risk-adjusted basis, over the next 12-18 months.
Equal-weight (E). The stock’s total return is expected to be in line with the average total return of the analyst’s industry (or industry team’s) coverageuniverse, on a risk-adjusted basis, over the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock’s total return relative to the average total return of theanalyst’s industry (or industry teams) coverage universe, on a risk-adjusted basis, over the next 12-18 months.Underweight (U). The stock’s total return is expected to be below the average total return of the analyst’s industry (or industry team’s) coverageuniverse, on a risk-adjusted basis, over the next 12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.
Analyst Industry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. therelevant broad market benchmark, as indicated below.
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevantbroad market benchmark, as indicated below.
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevantbroad market benchmark, as indicated below.
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index;Europe - MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index.

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

NiSource, Inc. CNI.N) — fl of’ 5/1/12 in USD
Industry : Diversif’ied Natural Gas
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Other Important Disclosures
Morgan Stanley & Co. International PLC and its affiliates have a significant financial interest in the debt securities of CenterPoint Energy, Inc, El Paso Corp., NiSource,Inc., Oneok Inc., Questar Corp., Williams Companies, Inc.
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As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisoryactivity. Investment advisory service is provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses, portfoliomanagement companies, non-deposit banks and clients. Comments and recommendations stated here rely on the individual opinions of the ones providing thesecomments and recommendations. These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relyingsolely to this information stated here may not bring about outcomes that fit your expectations.
The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties orrepresentations relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating to such data. The GlobalIndustry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and S&P. Morgan Stanley bases projections, opinions, forecasts andtrading strategies regarding the MSCI Country Index Series solely on public information. MSCI has not reviewed, approved or endorsed these projections, opinions.forecasts and trading strategies. Morgan Stanley has no influence on or control over MSCI’s index compilation decisions. Morgan Stanley Research or portions of it may notbe reprinted, sold or redistributed without the written consent of Morgan Stanley. Morgan Stanley research is disseminated and available primarily electronically, and, insome cases, in printed form. Additional information on recommended securities!instruments is available on request.
Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.
Morgan Stanley Research is disseminated and available primarily electronically, and, in some cases, in printed form.
Additional information on recommended securitieslinstruments is available on request.
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Industry Coverage:Diversified Natural Gas

Company (Ticker) Rating (as of)Price* (0413012012)

Stephen J. Maresca, CFA
CenterPoint Energy, Inc (CNP.N) E (11/15/2011) $20.21
El Paso Corp. (EP.N) E (03/28/2012) $29.67
MDU Resources Group, Inc. E (01/06/2011) $22.94
(MDU.N)
National Fuel Gas Co (NFG.N) E (01/10/2012) $47.32
NiSource, Inc. (Nl.N) E (01/06/2011) $24.65
Oneok Inc. fOKE.N) 0 (11/15/2011) S85.89
Questar Corp. (STR.N) U (10/29/2010) $19.75
Spectra Energy Corp. (SE.N) E (11/10/2009) $30.74
Williams Companies, Inc (WMB.N) 0 (11/10/2009) $34.03

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.
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NiSource, Inc.
Utica Potential Rises

Ni’s 2Q was above estimates and company EPS
guidance was reaffirmed at $1.40— 1.50 <MS at $1.44,
up from $1.42). NI remains on track for 2012
investments of $1 .4b and continues to make new
strides with its midstream build out. We remain
Equalweight (within our Attractive industry view).

2Q12 results: NI reported operating earnings of
$0.23 vs. MS I Consensus estimates of $0.21 I $0.20.
Going forward, we estimate earnings growth of 7% in
2013 and 2014 and implied Utica project value of $2 per
share. We are raising our price target to $28 from $26
based on growth capex visibility in the Utica ($1+b of
potential capex). Upcoming drivers for the stock will be
execution on its midstream/upstream Utica joint venture
initiatives and its $1.4b capital investment plan. NI
recently raised its dividend to $0.96Ishr., a 4.3 yly
increase, and now trades at a current yield of 3.7% vs.
the group at 3.7%. On a multiple basis, NI trades at
—9.2x 2012 EV/EBITDA and 17.8x PIE, compared to
peers (excluding general partners) at 8.7x and 19.Ox.

Gas business performs despite mild winter. Electric
Operations EBIT increased to $59.8m vs. $37.8 in 2011
due to increased margins. Gas Distribution Operations
EBIT increased to $54.6m from $48.9 in 2011. Net
revenues increased by $8.Om, excluding the impact of
trackers, due to the impact of new rates. Gas
Transmission and Storage Operations EBIT increased
to $91 .6m from $84.6m yly, primarily due to a $6.2m
increase in equity earnings from Millennium Pipeline.
Please see variance table page 3 for details.

Clarity on Utica and Midstream execution in the
Northeast; a growth story gaining traction. We
expect additional clarity to emerge on NI’s Utica
initiatives at the company’s analyst day on September
12 (NYC). Already, management commented that its
Pennant Midstream JV could see growth capex >$lb
based on its 14k acreage dedication from its upstream
JV. Additional upstream acreage outside of the JV plus
an expansive midstream footprint in the Northeast
through its Columbia Gas and Columbia Gulf Pipeline
systems may give NI additional organic growth.
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Price target $28.00
Shr price, close (Jul 30, 2012) $25.63
Mkt cap, curt (mm) $7,270
52-Week Range $25.79-17.96

FiscalYearending 12111 12112e 12113e 12114e
ModeiWare EPS ($) 1.33 1.44 1.57 1.68
Prior ModeiWare EPS ($) - 1.42 1.51 1.57
PIE 17.9 17.8 16.4 15.2
Consensus EPS ($) 1.35 1.45 1.54 1.64
EBITDA($mm)** 1,499 1,641 1,745 1,854
EV/EBITDA** 9.6 9.6 9.3 9.0
Div yld f%) 3.9 3.7 3.8 3.9
Div per sht ($) 0.92 0.94 0.97 1.00
Shts out, diluted, avg (mm) 281 292 292 292
Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare
framework (please see explanation later in this note).
§ = Consensus data is provided by Thomson Reuters Estimates.

= Based on consensus methodology
e = Morgan Stanley Research estimates

Morgan Stanley does and seeks to do business with
companies covered in Morgan Stanley Research. As
a result, investors should be aware that the firm may
have a conflict of interest that could affect the
objectivity of Morgan Stanley Research. Investors
should consider Morgan Stanley Research as only a
single factor in making their investment decision.
For analyst certification and other important
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NiSource (NI, Equal-weight)

Gas Distribution

Gas Transmission & Storage
Electric Utility

Utica

Value per Share
• Net Debt

Net Equity Value
Shares Outstanding (in mm)

Source: Morgan Stanley Research

Why Equal-weight?

• Restored earnings power at
regulated utilities segments
• Numerous midstream opportunities
surrounding its existing pipeline
systems in the Marcellus + Utica
provide exceptional long-term value,
but also come with it increased capex
and possibly heated competition.
• Stock trades closer to fair value on
multiples basis (excluding potential
uplift from Utica acreage).

Key Value Drivers
• Executing Marcellus + Utica
midstream projects on time and below
budget
• Execution on its regulatory agenda
(e.g., infrastructure modernization plan,
filing rate cases, implementing trackers
/ cost recovery mechanisms).
• Stable dividend with potential 4+%
annual growth.

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

Where We Could Be Wrong
• Regulatory risks associated with
Marcellus and/or Utica drilling puts a
hold on midstream project expansions.
• Economic recovery remains
prolonged, negatively affecting electric
deliveries (especially to industrial
customers).
• Rate cases return with unfavorable
outcomes.

Risk-Reward View: Strong Marcellus + Utica Midstream Potential

$32.00 (+25%)
30

5 25.63 $28.00 t9%) 4

$22.00 (-14%)

Price Target $28

Jul.10 Jan-il Jul-li Jan-12 Jul-12 Jan-13 Jul-13
. Pace Target (Jul-13) —Historical Stack Performance • Carrent Stack Price

Source: ThomsonOne; Morgan Stanley Research

Derived from base case average of four valuation methodologies

Bull Case 1 lx GT&S Increasing MarcefluslUtica market share and utilities
$32 12e outperform. NI gains larger Appalachian market share than

EBITDA, 9x anticipated from new production, fostering additional capital spend
Electric in the GT&S segment. Utica potential exceeds expectations.
EBITDA

Base Case 10.x GT&S Executing on Marcellus opportunities with a modest recovery
$28 12e in utility segments. NI places Marcellus growth projects on

EBITDA, budget and on time. Industrial electric generation deliveries
8.5x Electric continue to stabilize/slightly recover, coupled with fair rate case
EBITDA outcomes.

Bear Case 8x GT&S Marcellus opportunities fail to materialize. Marcellus regulation
$22 12e issues persist, prolonging development. The required

EBITDA, 7x infrastructure projects are delayed causing NI to push back
Electric expansions. Utility rate case outcomes prove unfavorable.
EBITDA

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

ep)$aJJ

$4,910 $18

5,844 21

3,885 14

600 2

$15,239
(7,374)
$7,865

$54

(26)
$28
280

2
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(amounts in 000s, except per unit)

Actual Actual Al A
2011 2Q12 %chg

MS A/E MS

2Q12E %cha 3Q12E
Operating Revenues

Equity Earnings (Loss) in uncon. Affiliates 2,300 8,500 269.6% 7,739 9.8% 8,568

EBIT 162,200 202,100 24.6% 193,567 4.4%

EBITDA 296,700 350,100 18.0% 334,870 4.5% 318,496

Interest expense, net
Other income

Total other income and expenses

(94,400) (1 03.200) 9.3%

600 2,800

(93,800) (100,400) 7.0%

(102,548) 0.6%

1.000

(101,548) -1.1%

tI 06,803)

2,800

(104,003)

Earnings From Cont. Oper. Bel. Inc. Taxes

• Income tax (provision)

Net Income (Operating)
Average # of Shares Outstanding

Net Income per Share (Operating)
Net Income per Share (GAAP)

Segment Data

Gas Distribution (MMDth)

Residential

Commercial

Industrial

Off System

Other

Gas Transmission & Storage (MMDth)

Columbia Transmission

Columbia Gulf

Crossroads Gas Pipeline

Intrasegment eliminations

Electric Operations (Gigawatt Hours)

68,400 101,700 48.7% 92,020 10.5% 71,180
22,800 35,100 53.9% 32,096 9.4% 21,130

45,600 66,600 46.1% 59,924 11.1%
280,200 284,400 1.5% 282,900 0.5%

5 0.16 $ 0.23 $ 0.21
$ 0.14 $ 0.25 $ 0.21

33.6 28.3 -15.8% 31.9 -11.3% 12.4
26.7 25.2 -5.6% 25.4 -0.7% 18.0

100.8 114.1 13.2% 105.8 7.8% 115.3
20.4 17.2 -15.7% 20.4 -15.7% 13.0

Gas Distribution 602 700 290 200 -42.3% 699 629 -58.5% 446,695
Gas Transportation and Storage 307,300 356,300 15.9% 220,405 61.7% 256,450
Electric 346,600 366,400 5.7% 368 908 -0.7% 433 225

NISO eac intoOther 24,400 25,200 -

- service three separate
Total operating revenues 1,181,000 1,038,100 -12.1% 1,288,942 -19.5% 1,136,371 Marcellus Shale-related

growth projects

Operating Expenses

Cost of Sales 417,700 236,400 -43.4% 472,739 -50.0% 340,401
Operation and maintenance 401,400 393,500 -2.0% 421,026 -6.5% 423,888
Depreciation and amortization 134,500 148,000 10.0% 141,303 4.7% 143,313
Othertaxes 67,500 66,600 -1.3% 68,045 -2.1% 62,154

Total operating expenses 1,021,100 844,500 -17.3% 1,103,113 -23.4% 969,755

175,183

50,050

288.302 NiSource reaffirmed its
2012 outlook of $1.40-

$ 0.17 $1.50/share

$ 0.17

0.2 0.1 na 0.1 na

204.9 210.4 2.7%

263.1 236.4 -10.1%

5.6 4.1 -26.8%

(147.7) (122.6) -16.9%

Residential

Commercial

Industrial

Wholesale

Other

Source: Company data, Morgan Stanley Research

784.4

946.6

2,325.7

200.2

37.1

0.1

198.4

256.8

4.0

(142.2)

1,232.8

1,116.2

2,286.8

72.0

29.8

204.9 2.7%

263.1 -10.1%

5.6 -26.8%

(167.8) -26.8%

784.4 9.8%

946.6 3.1%

2,325.7 0.3%

200.2 -72.0%

37.1 -30.2%

861.2 9.8%

976.4 3.1%

2,332.0 0.3%

56 0 -72.0%

25.9 -30.2%
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NI Income Statement
(amounts in thousands, except per unit data) 2011 2012E 2013E 2014E 2015E

Net Revenues
Gas Distribution 2,927,700 2,512,966 3,312,592 3,444,803 3,600,198
Gas Transportation and Storage 1,297,400 1,320,176 1,201,364 1,263,704 1,313,236
Electric 1,477,800 1,487,982 1,594,248 1,672,445 1,755,160
Other 99,700 50,000 - - -

Total Net Revenues 5,802,600 5,371,123 6,108,205 6,380,952 6,668,594

Operating Costs
Cost of Sales 2,336,700 1,814,968 2,283,519 2,323,269 2,448,841
Operation and maintenance 1,688,100 1,666,094 1,814,697 1,927,352 1,995,622
Depreciation and amortization 542,800 581,443 594,073 637,898 651,111
Other taxes 293,300 282,547 301,205 316,741 329,783

Total Operating Costs 4,860,900 4,345,051 4,993,494 5,205,260 5,425,357

Equity Earnings (Loss) in Uncon. Affiliates 14,600 33,379 36,271 40,301 41,318

EBIT 956,300 1,059,451 1,150,981 1,215,992 1,284,555

EBITDA 1,499,100 1,640,894 1,745,055 1,853,890 1,935,666

Other income
Interest expense, net (376,800) (423,369) (449,622) (461,434) (479,266)
Other income (7,300) 9,400 - - -

Inc. from continuing operations bef inc. taxes 572,200 645,482 701,359 754,558 805,289
Income tax (provision) 197,500 225,522 243,379 263,411 280,010

Operating Net income (Loss) 374,700 419,961 457,980 491,148 525,280

Net Income per Share (Operating) $1.33 $1.44 $1.57 $1.68 $1.80
Net Income per Share (GAAP) $1.31 $1.38 $1.57 $1.68 $1.80

Weighted Avg Diluted Units Outstanding 281,400 292,203 292,203 292,203 292,203

Dividends per share 0.92 0.94 0.97 1.00 1.03
Source: Company data, Morgan Stanley Research
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NI Operating Data
2011 2012E 2013E 2014E 2015E

GAS DISTRIBUTION
Sales and Transportation (MMDth):

Residential 254.5 212.6 216.8 220.1 223.4
Commercial 168.6 151.1 155.6 160.3 165.1
Industrial 431.7 483.9 498.4 513.4 528.8
Off System 62.5 53.4 53.4 53.4 53.4
Other 0.5 0.4 0.4 0.4 0.4

Total Sales and Transports 917.8 901.3 924.6 947.5 971.0
Weather Adjustment (5.6) 60.8 - - -

Sales and Transport Vols — Excluding Weather 912.2 962.1 924.6 947.5 971.0
y/ychange 2.6% 5.5% -3.9% 2.5% 2.5%

Sales Price ($ I Dth) $3.85 $2.99 $3.58 $3.64 $3.71
y/ychange -7.0% -22.2% 19.8% 7.5% 2.0%

COGS Price ($1 Dth) $2.10 $1.42 $1.83 $1.80 $1.86
y/ychange -9.5% -32.6% 29.4% -7.9% 3.7%

Gross Margin ($1 Dth) $1.74 $1.58 $1.75 $1.84 $1.84
y/y change -3.8% -9.6% 11.1% 5.0% 0.3%

GAS TRANSMISSION & STORAGE
Throughput fMMDth):
Columbia Transmission 1,117.5 1,089.6 1,193.7 1,229.5 1,266.4
Columbia Gulf 1,048.0 977.8 1,044.0 1,075.3 1,096.8
Crossroads Gas Pipeline 18.7 16.4 17.5 17.9 18.3
Total throughput 2,184.2 2,083.8 2,255.2 2,322.7 2,381.4. Intrasegment eliminations (548.5) (513.9) (599.4) (597.5) (609.1)
Total third-party throughput 1,635.7 1,569.9 1,655.8 1,725.1 1,772.3
y/y change 17.0% -4.0% 5.5% 4.2% 2.7%

Tariff ($1 Dth) $0.47 $0.53 $0.58 $0.59 $0.60
y/y change -8.9% 11.5% 8.9% 2.1% 1.9%

ELECTRIC OPERATIONS
Sales (Gigawatt Hours):
Residential 3,526.5 3,717.3 3,905.7 3,983.8 4,063.5
Commercial 3,886.5 3,959.7 4,056.3 4,137.4 4,220.2
Industrial 9,257.6 9,296.3 9,540.8 9,731.6 9,926.2
Wholesale 651.6 190.3 243.2 248.0 253.0
Other 165.5 121.3 100.0 75.0 56.2
Total sales 17,487.7 17,284.9 17,845.9 18,175.8 18,519.1
WeatherAdjustment (101.1) 81.8 - - -

Total sales volumes —Adj. for weather impacts 17,386.6 17,366.7 17,845.9 18,175.8 18,519.1
y/ychange 5.3% -0.7% 2.8% 7.8% 1.9%

Revenue ($1 Gigawatt hour) $82.19 $85.90 $89.33 $92.01 $94.78
y/y change -1.9% 4.5% 4.0% 3.0% 3.0%

COGS ($1 Gigawatt hour) $31.56 $30.16 $33.05 $34.11 $34.48
yly change 2.5% -4.4% 9.6% 3.2% 1.7%

Gross Margin ($ / Gigawatt hour) $50.63 $55.74 $56.29 $57.91 $60.29
y/y change -4.5% 70.7% 7.0% 2.9% 4.1%

Source: company data, Morgan Stanley Research
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NI Balance Sheet
(amounts in thousands, except per unit data)

ASSETS
Cash and cash equivalents
Restricted cash
Accounts receivable
Income tax receivable
Gas inventory
Regulatory assets
Other
Total Current Assets

Net Property, Plant and Equipment

Unconsolidated affiliates
Other investments
Price risk management assets
Regulatory assets
Goodwill
Intangible assets
Deferred charges, Postretiremen, other
TOTAL ASSETS

LIABILITIES AND SToCKHOLDERS’ EQUITY
Current portion of long-term debt
Short-term borrowings
Accounts payable
Dividends payable
Customer deposits and credits
Taxes accrued
Interest accrued
Price risk management liabilities

• Exchange gas payable
Deferred revenue
Regulatory liabilities
Acc liab for post-retirement / -employment benefits
Other accruals
Total Current Liabilities

Long-term debt, excl amounts due within one year
Price risk management liabilities
Deferred income taxes
Deferred inc. taxes, credits, other
Acc liability for post-retiremenU-employment benefits
Regulatory liabilities and other removal costs
Asset retirement obligations
Other noncurrent liabilities
Total Other Liabilities and Deferred Credits

Common stock
Additional paid-in capital
Retained earnings
Treasury stock
Accumulated other comprehensive loss
Total Common Stockholders’ Equity

TOTAL CAPITALIZATION & LIABILITIES

CONSOLIDATED DEBT METRICS
Average Total Debt
Average Net Debt
Net Debt) Total Book Capitalization
Average Debt? EBITDA
Average Interest Rate

Source: Company data, Morgan Stanley Research
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2011 2012E 2013E 2014E 2015E

11,500 67,909 10,000 46,535 115,956
160,600 85,000 85,000 85,000 85,000
854,800 868,751 943,178 954,260 1,009,338

900 700 700 700 700
427,600 306,921 280,616 312,046 324,682
169,700 192,900 192,900 192,900 192,900
261,800 274,200 274,200 274,200 274,200

2,248,200 2,136,182 2,126,394 2,205,441 2,342,575

11,800,100 12,642,167 13,308,084 13,870,186 14,219,075

204,700 211,500 211,500 211,500 211,500
150,900 156,800 156,800 156,800 156,600
188,700 90,300 90,300 90,300 90,300

1,978,200 1,899,200 1,899,200 1,899,200 1,899,200
3,677,300 3,677,300 3,677,300 3,677,300 3,677,300

297,600 292,100 292,100 292,100 292,100
162,400 181,400 181,400 181,400 181,400

20,708,300 21,287,139 21,943,278 22,584,427 23,070,450

327,300 766,900 766,900 766,900 766,900
1,359,400 825,532 1,317,337 1,734,922 1,971,315

434,800 470,568 460,977 485,970 511,675
- 68,300 68,300 68,300 68,300

313,600 201,800 201,800 201,800 201,800
220,900 185,500 185,500 185,500 185,500
111,900 116,600 116,600 116,600 116,600
167,800 132,700 132,700 132,700 132,700
168,200 101,400 101,400 101,400 101,400

10,100 10,000 10,000 10,000 10,000
112,000 93,300 93,300 93,300 93,300
26,600 26,600 26,600 26,600 26,600

301,000 219,800 219,800 219,800 219,800
3,646,400 3,338,700 3,820,914 4,263,492 4,525,589

6,267,100 6,806,900 6,806,900 6,806,900 6,806,900
138,900 45,600 45,600 45,600 45,600

2,541,900 2,730,500 2,730,500 2,730,500 2,730,500
107,900 111,900 111,900 111,900 111,900
953,800 939,400 939,400 939,400 939,400

1,663,900 1,615,700 1,615,700 1,615,700 1,615,700
146,400 149,700 149,700 149,700 169,700
244,700 242,100 242,100 242,100 242,100

12,064,600 12,641,600 12,641,800 12,641,800 12,641,800

2,800 2,900 2,900 2,900 2,900
4,167,700 4,421,000 4,421,000 4,421,000 4,421,000

917,000 982,239 1,156,164 1,354,735 1,578,660
(30,500) (59,000) (59,000) (59,000) (59,000)
(59,700) (40,500) (40,500) (40,500) (40,500)

4,997,300 5,306,639 5,480,564 5,679,135 5,903,060

20,708,300 21,287,139 21,943,278 22,584,427 23,070,450

7,653,300 8,176,566 8,645,234 9,099,929 9,426,918
7,642,950 8,136,861 8,606,280 9,071,662 9,345,673

60.6% 61.2% 61.5% 61.9% 61.7%
Six 5,Ox 5.Ox 4.9x 4.9x

4.9% 5.2% 5.2% 5.1% 5.1%

F’SC Case No. 2013-00167
AG Set 1 DR No. 247
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NI Cash Flow Statement
(amounts in thousands, except per unit data) 2011 2012E 2013E 2014E 2015E

Cash from Operating Activities
Net Income 299,100 401,661 457,980 491,148 525,280
Debt: Gain Early Extinguishment / Amort Disc.+Premium 53,900 2,300 - - -

Depreciation and Amortization 538,200 579,143 594,073 637,898 651,111
Net Changes in Price Risk Mgmt A / L 38,100 (20,100) - - -

Deferred: Inc. Tax/Credits; Revenues 180,900 128,900 - - -

Stock Compensation Expense 39,200 19,700 - - -

Loss/(Gain) on Asset Sales / Impairments / Disc Opts 16,800 (3,100) - - -

Income from Unconsolidated Affiliates (13,700) (14,900) - - -

Disc. Operations: Loss/(Gain) on Disposition 4,700 1,200 - - -

AFUDC Equity (2,400) (3,000) - -

Dist. of Earnings Received from Equity Investee 18,800 21,900 - - -

Other 8,900 - - - -

Changes in Assets and Liabilities: (312,300) (106,704) (57,713) (17,519) (42,009)
Net cash from operating activities 870,200 1,006,999 994,341 1,111,527 1,134,382

Cash from Investing Activities
Capital Expenditures (1,125,200) (1,400,000) (1,260,000) (1,200,000) (1,000,000)
Insurance Recoveries

- -

Proceeds from Disposition of Assets 9,400 2,200 - - -

Restricted Cash Deposits (Borrowings) 42,300 75,900 - - -

Contributions to Equity Investments (6,400) (7,600) - - -

Other Investing Activities (69,400) (19,900) - - -

Net cash from investing activities (1,149,300) (1,349,400) (1,260000) (1,200,000) (1,000,000)

Cash from Financing Activities
Issuance of Long-Term Debt 890,000 991,400 - - -

Retirement/Repurchase of Long-Term Debt (286,900) (11,200) - - -

Change in Short-Term Borrowings, Net (23,100) (533,466) 491,805 417,585 236,393
Issuance of Common Stock 24,400 230,000 - - -

Acquisition of Treasury Stock (3,100) (10.000) - - -

Dividends Paid - Common Stock (257,800) (267,922) (284,055) (292,577) (301,354)
Other (62,100) - - - -

Net cash from financing activities 281,400 398,810 207,750 125,008 (64,961)

Net change in cash 2,300 56,409 (57,909) 36,535 69,421
Cash at beginning of period 9,200 11,500 67,909 10,000 46,535
Cash at end of period 11,500 67,909 10,000 46,535 115,956

Source: company data, Morgan Stan’ey Research
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NI Sum of the Parts Valuation
NiSource Inc. Value ($m) $IShare
Gas Distribution $4,910 $18

Gas Transmission & Storage 5844 $21

Electric Utility 3885 $14

Utica 600 $2

Value $15,239 $54

Net Debt (7,374) (26)

Net Equity Value $7,865 $28
Shares Outstanding fin m) 280

GAS DISTRIBUTION
Forward EBITDA (2012E) $578. Forward multiple 8.5x
Enterprise value $4,910

GAS TRANSMISSION & STORAGE

Forward EBITDA (2012E) $584
Forward multiple 10.Ox

Enterprise value $5,844

ELECTRIC UTILITY

Forward EBITDA (2012E) $457
Forward multiple 8.5x

Enterprise value $3,885

Utica

Acres $150,000
$Iacre 4,000

Enterprise value $600

Source: Company data, Morgan Stanley Research.
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‘ 0 RO 44 LC y Morgan Stanley ModelWare is a proprietary analytic framework that helps clients
uncover value, adjusting for distortions and ambiguities created by local accounting

Mo ci e \tv’a re regulations. For example, ModelWare EPS adjusts for one-time events, capitalizes operating
leases (where their use is significant), and converts inventory from LIFO costing to a FIFO
basis. ModelWare also emphasizes the separation of operating performance of a company
from its financing for a more complete view of how a company generates earnings.
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Morgan Stanley & Co. LLC makes a market in the securities of CenterPoint Energy, Inc, MDU Resources Group, Inc., National Fuel Gas Co, NiSource,
Inc., Oneok Inc., Questar Corp., Spectra Energy Corp., Williams Companies, Inc.
The equity research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based
upon various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investment
banking revenues.
Moran Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market making,
providing liquidity and specialized trading, risk arbitrage and other proprietary trading, fund management, commercial banking, extension of credit,
investment services and investment banking. Morgan Stanley sells to and buys from customers the securities/instruments of companies covered in
Morgan Stanley Research on a principal basis. Mor9an Stanley may have a position in the debt of the Company or instruments discussed in this report.
Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.
STOCK RATINGS
Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below).
Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweiht are not the
equivalent of buy, hold and sell, Investors should carefully read the definitions of all ratings used in Morgan Stanley Research. In addition, since
Morgan Stanley Research contains more complete information concerning the analyst’s views, investors should carefully read Morgan Stanley
Research, in its entirety, and not infer the contents from the rating alone. In any case, ratings (or research) should not be used or relied upon as
investment advice. An investor’s decision to buy or sell a stock should depend on individual circumstances (such as the investor’s existing holdings)
and other considerations.

Global Stock Ratings Distribution
(as of June 30, 2072)
For disclosure purposes onjy (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell alongside
our ratings of Overweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we
cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative
weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy
recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.
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Coverage Universe Investment Bankipg Clients (IBC)
% of % of% of Rating

Stock Rating Category Count Total Count Total IBC Category
Overweight/Buy 1139 39% 474 43% 42%
Equal-weight/Hold 1252 42% 478 43% 38%
Not-Rated/Hold 108 4% 33 3% 31%
Underweight/Sell 458 15% 119 11% 26%
Total 2,957 1104

Data include common stock and ADRs currently assigned ratings. An investors decision to buy or sell a stock should depend on individualcircumstances (such as the investors existing holdings) and other considerations. Investment Banking Clients are companies from whom MorganStanley received investment banking compensation in the last 12 months.
Analyst Stock Ratings
Overweight (0). The stock’s total return is expected to exceed the average total return of the analyst’s industry (or industry team’s) coverage universe,on a risk-adjusted basis, over the next 12-18 months.
Equal-weight (E). The stock’s total return is expected to be in line with the average total return of the analyst’s industry (or industry team’s) coverageuniverse, on a risk-adjusted basis, over the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock’s total return relative to the average total return of theanalyst’s industry (or industry teams) coverage universe, on a risk-adjusted basis, over the next 12-18 months.Underweight (U). The stock’s total return is expected to be below the average total return of the analyst’s industry (or industry team’s) coverageuniverse, on a risk-adjusted basis, over the next 12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.
Analyst Industry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. therelevant broad market benchmark, as indicated below.
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevantbroad market benchmark, as indicated below.
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevantbroad market benchmark, as indicated below.
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index;Europe - MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index.

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

NiSource, Inc. (NI.N) — iis cc 7/31/12 in USD
Industry Diversi€ied Natural Gas
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Important Disclosures for Morgan Stanley Smith Barney LLC Customers
Citi Investment Research & Analysis (CIRA) research reports may be available about the companies or topics that are the subject of Morgan Stanley Research. Ask yourFinancial Advisor or use Research Center to view any available CIRA research reports in addition to Morgan Stanley research reports.
Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Barney LLC, MorganStanley and Citigroup Global Markets Inc or any of their affiliates, are available on the Morgan Stanley Smith Barney disclosure website atwww.morganstanleysmithbarney.com/researchdisclosures.
For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures andhttps:llwww.citigroupgeo.com/geopublic/Disclosures/index_a.html.
Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval is conducted by thesame person who reviews the Equity Research report on behalf of Morgan Stanley. This could create a conflict of interest.
Other Important Disclosures
Morgan Stanley & Co. International PLC and its affiliates have a significant financial interest in the debt securities of CenterPoint Energy, nc, NiSource, Inc. , Oneok Inc.,Questar Corp., Williams Companies, Inc.
Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning ofSection 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act.
Morgan Stanley produces an equity research product called a “Tactical Idea.” Views contained in a “Tactical Idea” on a particular stock may be contrary to therecommendations or views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. Forall research available on a particular stock, please contact your sales representative or go to Client Link at www.morganstanley.com.
Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances andobjectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors toseek the advice of a financial adviser. The appropriateness of an investment or strategy will depend on an investor’s circumstances and objectives. The securities,instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and certain investots may not be eligible to purchase or participate insome or all of them. Morgan Stanley Research is not an offer to buy or sell any security/instrument or to participate in any trading strategy. The value of and income fromyour investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes,operational or financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in securities/instrumentstransactions. Past performance is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be realized. Ifprovided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject company’s securities/instruments.
The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation basedupon various factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability orrevenues), client feedback and competitive factors. Fixed Income Research analysts’, strategists’ or economists’ compensation is not linked to investment banking or capitalmarkets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.
Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy.The “Important US Regulatory Disclosures on Subject Companies” section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% ormore of a class of common equity securities of the companies. For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investmentof less than 1% in securities/instruments or derivatives of securities/instruments of companies and may trade them in ways different from those discussed in Morgan StanleyResearch. Employees of Morgan Stanley not involved in the preparation of Morgan Stanley Research may have investments in securities/instruments or derivatives ofsecurities/instruments of companies mentioned and may trade them in ways different from those discussed in Morgan Stanley Research. Derivatives may be issued byMorgan Stanley or associated persons.
With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to use reliable,comprehensive information, but we make no representation that it is accurate or complete. We have no obligation to tell you when opinions or information in Morgan StanleyResearch change apart from when we intend to discontinue equity research coverage of a subject company. Facts and views presented in Morgan Stanley Research havenot been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business areas, including investment banking personnel.
Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company ofassociated expenses unless pre-approved by authorized members of Research management.
Morgan Stanley may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.
To our readers in Taiwan: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited (“MSTL”). Such information is for yourreference only. Information on any securities/instruments issued by a company owned by the government of or incorporated in the PRC and listed in on the Stock Exchangeof Hong Kong (“SEHK”), namely the H-shares, including the component company stocks of the Stock Exchange of Hong Kong (“SEHK”)’s Hang Sang China EnterpriseIndex is distributed only to Taiwan Securities Investment Trust Enterprises (“SITE”). The reader should independently evaluate the investment risks and is solelyresponsible for their investment decisions. Morgan Stanley Research may not be distributed to the public media or quoted or used by the public media without the expresswritten consent of Morgan Stanley. To our readers in Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable to, Morgan Stanley AsiaLimited as part of its regulated activities in Hong Kong. If you have any queries concerning Morgan Stanley Research, please contact our Hong Kong sales representatives.Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation or a solicitation to tradein such securities/instruments. MSTL may not execute transactions for clients in these securities/instruments.
Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research does not constitutean offer to sell or the solicitation of an offer to buy any securities in the PRC. PRC investors shall have the relevant qualifications to invest in such securities and shall beresponsible for obtaining all relevant approvals, licenses, verifications and/or registrations from the relevant governmental authorities themselves.
Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C,T.V.M. S.A.; in Japan by Morgan Stanley MUFG Securities Co., Ltd. and, for Commodities relatedresearch reports only, Morgan Stanley Capital Group Japan Co., Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents); inSingapore by Morgan Stanley Asia (Singapore) Pte. (Registration number 1 99206298Z) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number200008434H), regulated by the Monetary Authority of Singapore (which accepts legal responsibility for its contents and should be contacted with respect to any mattersarising from, or in connection with, Morgan Stanley Research): in Australia to “wholesale clients” within the meaning of the Australian Corporations Act by Morgan StanleyAustralia Limited A.B.N. 67 003 734 576, holder of Australian financial services license No. 233742, which accepts responsibility for its contents; in Australia to “wholesaleclients” and “retail clients” within the meaning of the Australian Corporations Act by Morgan Stanley Smith Barney Australia Pty Ltd (A.B.N. 19009 145 555, holder ofAustralian financial services license No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co International plc, Seoul Branch; in India byMorgan Stanley India Company Private Limited; in Canada by Morgan Stanley Canada Limited, which has approved of and takes responsibility for its contents in Canada;in Germany by Morgan Stanley Bank AG, Frankfurt am Main and Morgan Stanley Private Wealth Management Limited, Niederlassung Deutschland, regulated byBundessnstalt fuer Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S.V., S.A., a Morgan Stanley group company, which is supervised by the SpanishSecurities Markets Commission (CNMV) and states that Morgan Stanley Research has been written and distributed in accordance with the rules of conduct applicable tofinancial research as established under Spanish regulations; in the US by Morgan Stanley & Co. LLC, which accepts responsibility for its contents. Morgan Stanley & Co.International plc, authorized and regulated by the Financial Services Authority, disseminates in the UK research that it has prepared, and approves solely for the purposesof section 21 of the Financial Services and Markets Act 2000, research which has been prepared by any of its affiliates. Morgan Stanley Private Wealth Management Limited,authorized and regulated by the Financial Services Authority, also disseminates Morgan Stanley Research in the UK. Private UK investors should obtain the advice of theirMorgan Stanley & Co. International plc or Morgan Stanley Private Wealth Management representative about the investments concerned. RMB Morgan Stanley (Proprietary)Limited is a member of the JSE Limited and regulated by the Financial Services Board in South Africa. RMB Morgan Stanley (Proprietary) Limited is a joint venture ownedequally by Morgan Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by FirstRand Limited.
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial ServicesAuthority (the DFSA), and is directed at Professional Clients only, as defined by the DFSA. The financial products or financial services to which this research relates will onlybe made available to a customer who we are satisfied meets the regulatory criteria to be a Professional Client.
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial CentreRegulatory Authority (the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by theQFCRA.
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As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory
activity. Investment advisory service is provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses, portfolio
management companies, non-deposit banks and clients. Comments and recommendations stated here rely on the individual opinions of the ones providing these
comments and recommendations. These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relying
solely to this information stated here may not bring about outcomes that fit your expectations.
The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or
representations relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating to such data. The Global
Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and S&P. Morgan Stanley bases projections, opinions, forecasts and
trading strategies regarding the MSCI Country Index Series solely on public information. MSCI has not reviewed, approved or endorsed these projections, opinions,
forecasts and trading strategies. Morgan Stanley has no influence on or control over MSCI’s index compilation decisions. Morgan Stanley Research or portions of it may not
be reprinted, sold or redistributed without the written consent of Morgan Stanley. Morgan Stanley research is disseminated and available primarily electronically, and, in
some cases, in printed form. Additional information on recommended securities/instruments is available on request.
Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.
Morgan Stanley Research is disseminated and available primarily electronically, and, in some cases, in printed form.
Additional information on recommended securitieslinstruments is available on request.
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Industry Coverage:Diversified Natural Gas

Company (Ticket) Rating (as of)Price* (07130(2012)

Stephen ]. Matesca, CFA
CenterPoint Energy, Inc (CNP.N) E (1 1/15/2011) $21.19
MDU Resources Group, Inc. E (01/06/2011) $22.56
(MDU.N)
National Fuel Gas Co (NFG.N) E (01/10/2012) $49.45
NiSource, Inc (NI.N) E (01/06/2011) $25.63
Oneok Inc. tOKEN) 0 (11/15/2011) $45.35
Questar Corp. (STR.N) U (10/29/2010) $20.62
Spectra Energy Corp. (SEN) E (11/10/2009) $30.84
Williams Companies, Inc (WMB.N) 0 (11/10/2009) $31.76

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.

© 2012 Morgan Stanley
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NiSource, Inc.
Making Infrastructure Inroads

NI’s 30 was in line with estimates and 2012 EPS
guidance was reaffirmed at $1.40 — I .50 (MS at
$1.43). We retain our Equal-weight rating and $28
target on NI shares and believe the stock has an
attractive risklreward profile.

3Q12 results: NI reported operating earnings of
$0.05 vs. MS I Consensus estimates of $0.04 I $0.04.
Going forward, we estimate earnings growth of 8-9% in
2013 and 2014 and implied Utica project value of $2 —4
/ share. Upcoming drivers for the stock will be execution
on its plethora of midstream and infrastructure
opportunities along with its upstream Utica joint venture
initiatives ($1.5 — 1 .8b in total annual capital investment
plan). NI maintained its dividend at $0.96Ishr, a 4.3%
y/y increase (we expect 4 — 5% increases annually), and
now trades at an attractive current yield of 3.8% vs. our
diversified gas group at 3.5%. On a multiples basis, NI
trades at 10.Ox 2013 EVIEBITDA and 16.6x PIE,
compared to peers, (excluding general partners) at 8.lx
and 17.4x.

Solid segment results. Electric Operations EBIT
increased to $77.7m vs. $72.9m in 2011 due to
increased margins. Gas Distribution Operations EBIT
increased to $15.5m from $8.Om in 2011. Net revenues
increased by $12.5m due to the impact of increased
service programs and new rates. Gas Transmission and
Storage Operations EBIT decreased to $38.8m from
$68.2m yly, primarily due to the impact of the Columbia
Gas Transmission customer settlement (one time event).
Equity earnings increased $4.5m from Millennium
Pipeline. Please see variance table page 3.

Positively levered to the northeast build out.
Pipeline modernization ($300m I year), Marcellus/Utica
infrastructure ($1 — 2b in total currently), and a self
funded Utica minerals arrangement are just some
examples of the fuel that should support a multi-year 5 —

7% earnings growth rate (MSe at 8-9% in 2013 and
2014). We look for further project identification and
more Utica drilling results to keep the wind at Ni’s back
for 2013.

Robert S Kad
Robert. Kad@morganstanley.com
+1 212 761 6386

Shaan Sheikh, CFA
Shaan.Sheikh@morganstanIey.com
+12127614573

Brian Lasky
Brian.Lasky@morganstanIey.com
+1 212 761 7249

$28.00

$25.45
Mkt cap, curt (mm) $8,143
52-Week Range $26.15-21.17

Fiscal Year ending 12)11 12)12e 12113e 12114e

ModeiWare EPS ($) 1.29 1.43 1.56 1.69
Prior ModelWare EPS ($) 1.33 1.42 1.62 1.70
PIE 18.5 17.8 16.3 15.1
Consensus EPS ($) 1.35 1.45 1.57 1.67
EBITDAf$mm)** 1,495 1,636 1,709 1,830
EV/EBITDA** 9.8 9.9 10.1 9.9
Div yld (%) 3.9 3.7 3.9 4.1
Div per sht ($) 0.92 0.95 0.99 1.03
Shrs out, diluted, avg (mm) 289 306 312 312
unless otherwise noted, all metrics are based on Morgan Stanley ModelWare
framework (please see explanation later in this note).
§ = Consensus data is provided by Thomson Reuters Estimates.

= Based on consensus methodology
e = Morgan Stanley Research estimates

Stock Rating

Equal-weight

Industry View

Attractive Key Ratios and Statistics

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

Price target

Shr price, close (Nov 1, 2012)

Morgan Stanley does and seeks to do business with
companies covered in Morgan Stanley Research. As
a result, investors should be aware that the firm may
have a conflict of interest that could affect the
objectivity of Morgan Stanley Research. Investors
should consider Morgan Stanley Research as only a
single factor in making their investment decision.
For analyst certification and other important
disclosures, refer to the Disclosure Section,
located at the end of this report.
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NiSource (NI, Equal-weight)

Why Equal-weight?

• Restored earnings power at
regulated utilities segments
• Numerous midstream opportunities
surrounding its existing pipeline
systems in the Marcellus + Utica
provide exceptional long-term value,
but also come with it increased capex
and possibly heated competition.
• Stock trades closet to fair value on
multiples basis (excluding potential
uplift from Utica acreage).

Key Value Drivers
• Executing Marcellus + Utica
midstream projects on time and below
budget
• Execution on its regulatory agenda
(e.g., infrastructure modernization plan,
filing rate cases, implementing trackers
I cost recovery mechanisms).
• Stable dividend with potential 3-5%
annual growth.

_____________________________________________________________

Potential Catalysts

• Updates related to rate case
settlements approval by regulatory
bodies.
• Announcement of additional

__________________________________________________________________________

Marcellus or Utica project or acquisition
beyond those included in guidance.

Where We Could Be Wrong
(Risks to Our Price Target)
• Regulatory risks associated with
Marcellus and/or Utica drilling puts a
hold on midstream project expansions.
• Economic recovery remains
prolonged, negatively affecting electric

_______________

deliveries (especially to industrial
customers).
• Rate cases return with unfavorable
outcomes.

Risk-Reward View: Strong Marceltus + Utica Midstream Potential
$35

$3200 (.28%)
30

$ 25.48 $28.00 (+10%) •

$22.00 (-14%)

Nov-10 May-li Nov-il May-12 Nov-12 May-13 Nov-13

Price Target (Nov-13) —Historical Stock Performance • Current Stock Price

Source: ThomsonOne; Morgan Stanley Research

Price Target $28 Derived from base case average of four valuation methodologies

Bull Case 1 Ox GT&S Increasing MarcelluslUtica market share and utilities
$32 1 3e outperform. NI gains larger Appalachian market share than

EBITDA, anticipated from new production, fostering additional capital spend

8.5x Electric in the GT&S segment. Utica potential exceeds expectations.
EBITDA

Base Case 9.Ox GT&S Executing on Marcelius opportunities with a modest recovery
$28 13e in utility segments. NI places Marcellus growth projects on

EBITDA, budget and on time. Industrial electric generation deliveries
8.Ox Electric continue to stabilize/slightly recover.
EBITDA

Bear Case 8x GT&S Marcellus opportunities fail to materialize. Marcellus regulation
$22 13e issues persist, prolonging development. The required

EBITDA, 7x inftastructure projects are delayed causing NI to push back
Electric expansions.
EBITDA

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

Ncejc.
Gas Distribution $5,376
Gas Transmission & Storage 4,624
Electric Utility 4,307
Utica

_______________

800
Value per Share

_________________

$15,108
• Net Debt

_____________

(7,374)
Net Equity Value

_________

$7,734
Shares Outstanding (in mm)

Source: Morgan Stanley Research

i)

$19

17

15

3

$54

(26)
$28
280

2
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(amounts in 000s, except per unit)

Operating Revenues

Gas Distribution

Gas Transportation and Storage
Electric

Other

Total operating revenues

Operating Expenses

Cost of Sales

Operation and maintenance
Depreciation and amortization
Other taxes

Total operating expenses

Actual Actual A/A MS AlE MS
3011 3Q12 % chg 3Q126 % chg - 4Q12E

326,500 225800 -30.8% 458.396 -507%
283300 278.200 -1.8% 239232 116.3%

477 .4e398,700 412,100 I 3.4%
15,300 45,800 - -

1,023,800 961,900 -6.0% 1,130,853 -14.9% 1,347,856

285.000 229,300 -19.5% 332,197 -31.0% 359,934
406,300 422,400 4.0% 480,767 -12.1% 467,574
134,900 125,900 -6.7% 143,313 -12.2% 121,002
59,100 62,200 5.2% 63,430 -1.9% 79,877

885,300 839,800 -5.1% 1,019,707 -17.6% 1,028,387

Net revenues declined,
,)rimarily attributable to
the Columbia Gas
Transmission customer
settlement, partially
offset by higher demand
margin revenue as a
result of growth projects
placed in service.

Equity Earnings (Loss) in Uncon. Affiliates 3,500 8,000 128.6% 8,925 -104% 8,040

EBIT 142,000 130,100 -8.4% 120,072 8.4%

EBITDA

Net Income per Share (Operating)
Net Income per Share (GMP)

Segment Data

Gas Distribution (MMDth)

Residential

Commercial

Industrial

Off System

Other

Gas Transmission & Storage (MMDth)
Columbia Transmission

Columbia Gulf

Crossroads Gas Pipeline

Intrasegment eliminations

Electric Operations (Gigawatt Hours)

276,900 256,000 -7.5% 263,385 -2.8% 448,511

782,129

219,529
iae inn

327,509

Interest expense, net (95,700) (107,900) 12.7% (108,136) -0.2% (109,242)
Otherincome 1,600 2,200 2,800 3,000

Total other income and expenses (94,100) (105,700) 12.3% (105,336) 0,3% (106,242)

Earnings From Cont. Oper. Bef. Inc. Taxes 47,900 24,400 -49.1% 14,736 65.6% 221,267
Income tax (provision) 14,800 8,600 41.9% 4,374 96.6% 80,302

Net Income (Operating)

Average # of Shares Outstanding

33,100 15,800 -52.3% 10,362 52 5%
289,000 300,000 3.8% 284,977 5 3%

$ 0.11 $ 0.05 $ 0.04 $
$ 0.12 $ 0.07 $ 0.04 $

140,965 4,
305,882 INI reaffirmed its 2012

EPS guidance of $1.40-
0.46 $1.50

0.46

13.8 15.4 11.6%

17.6 19.7 11.9%

102.5 119.2 16.3%

14.4 16.0 11.1%

13.1 17.5%

17.6 11.9%

115.3 3.4%

13.0 23.5%
-

- na 0.1 na

184.6 189.1 2.4%

270.3 205.9 -23.8%

4.0 3.3 -17.5%

(124.2) (86.1) -30.7%

69.7

46.7

127.3

9.7

301.4

206.1

3.3

(130.1)

764.2

920.5

2,292.5

95.0

29.7

Residential

Commercial

Industrial

Wholesale

Other

Source: Company data, Morgan Stanley Research

1,120.7

1,083.7

2,242.0

239.9

39.7

193.8 -2,4%

250.0 -17.6%

4.2 -21.4%

(138.7) -37.9%

1,232.8 -9.3%

1,116.2 4.0%

2,286.8 -1.7%

72.0 119.4%

29.8 -10.3’/

1,118.7 -0.2%

1,071.1 -1.2%

2,247.9 0.3%

157.9 -34.2%

26.7 -32.7%
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Exhibit 2

NI Income Statement
(amounts in thousands, except pet unit data) 2011 2012E 2013E 2014E 2015E

Net Revenues
Gas Distribution 2,927,700 2,206,329 2,688,528 2,767,173 2,897,460
Gas Transportation and Storage 1,297,400 1,263,229 1,028,189 1,114,946 1,203,626
Electric 1,477,800 1,482,699 1,613,015 1,675,433 1,741,236
Other 92,800 95,800 - - -

Total Net Revenues 5,795,700 5,068,056 5,329,732 5,557,553 5,842,323

Operating Costs
Cost of Sales 2,334,100 1,458,634 1,422,207 1,461741 1,517,356
Operation and maintenance 1,688,100 1,690,174 1,918,384 1,979,389 2,109,388
Depreciation and amortization 542,800 541,002 500,384 542,744 555,930
Other taxes 293,300 295,277 316,356 326,401 345,711

Total Operating Costs 4,858,300 3,985,087 4,157,331 4,310,274 4,528,385

Equity Earnings (Loss) in Uncon. Affiliates 14,600 32,240 36,271 40,301 41,318

EBIT 952,000 1,095,209 1,208,672 1,287,560 1,355,256

EBITDA 1,494,800 1,636,211 1,709,056 1,830,323 1,911,186

Other income
Interest expense, net (376,800) (423,642) (458,900) (472,977) (517,564)
Other income (7,300) 9,000 - - -

Inc. from continuing operations bef inc. taxes 567,900 680,567 749,772 814,603 837,691
Income tax (provision) 195,700 242,702 262,906 287,914 295,050. Operating Net income (Loss) 372,200 437,865 486,866 526,689 542,641

Net Income per Share (Operating) $1.29 $1.43 $1.56 $1.69 $1.74
Net Income per Share (GAAP) $1.03 $1.39 $1.56 $1.69 $1.74

Weighted Avg Diluted Units Outstanding 288,500 305,882 311,765 311,765 311,765

Dividends per share 0.92 0.95 0.99 1.03 1.08
Source: Company data, Morgan Stanley Research
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NI Operating Data
2011 2012E 2013E 2014E 2015E

GAS DISTRIBUTION
Sales and Transportation (MMDth):

Residential 254.5 216.3 220.6 222.8 227.3
Commercial 168.6 152.8 157.4 162.1 167.0
Industrial 431.7 491.9 496.9 501.8 506.8
Off System 62.5 56.4 56.4 57.5 58.7
Other 0.5 0.2 - - -

Total Sales and Transports 917.8 917.6 931.3 944.3 959.8
Weather Adjustment (5.6) 52.3 - - -

Sales and Transport Vols — Excluding Weather 912.2 969.9 931.3 944.3 959.8
y/y change 2.6% 6.3% -4.0% 1.4% 1.6%

Sales Price ($ / Dth) $3.85 $2.82 $2.89 $2.93 $3.02
yly change -7.0% -26.7% 2.4% 7.5% 3.0%

COGS Price ($1 Dth) $2.10 $1.08 $0.89 $0.90 $0.93
y/ychange -9.5% -48.5% -17.3% 0.8% 3.4%

Gross Margin ($1 Dth) $1.74 $1.74 $1.99 $2.03 $2.09
y/ychange -3.8% -0.4% 74.6% 1.8% 2.9%

GAS TRANSMISSION & STORAGE
Throughput (MMDth):
Columbia Transmission 1,117.5 1,080.3 1,183.9 1,243.1 1,305.2
Columbia Gulf 1,048.0 875.9 937.0 983.9 1,033.1
Crossroads Gas Pipeline 18.7 15.0 16.1 16.4 16.8
Total throughput 2,184.2 1,971.2 2,137.0 2,243.4 2,355.1. Intrasegment eliminations (548.5) (444.7) (553.0) (556.5) (573.7)
Total third-party throughput 1,635.7 1,526.5 1,584.0 1,686.9 1,781.4
y/y change 77.0% -6.7% 3.8% 6.5% 5.6%

Tariff ($ I Dth) $0.47 $0.42 $0.45 $0.47 $0.50
y/y change -8.9% -70.7% 5.9% 5.7% 5.0%

ELECTRIC OPERATIONS
Sales (Gigawatt Hours):
Residential 3,526.5 3,525.3 3,707.9 3,782.1 3,857.7
Commercial 3,886.5 3,875.8 3,970.7 4,050.1 4,131.1
Industrial 9,257.6 9,257.4 9,501.0 9,691.1 9,884.9
Wholesale 651.6 327.9 383.6 391.2 399.1
Other 165.5 114.8 85.3 57.4 38.6
Total sales 17,487.7 17,101.2 17,648.6 17,971.9 18,311.4
WeatherAdjustment (101.1) (160.8) - - -

Total sales volumes — Adj. for weather impacts 17,386.6 16,940.4 17,648.6 17,971.9 18,311.4
y/ychange 5.3% -2.6% 4.2% 7.8% 1.9%

Revenue ($1 Gigawatt hour) $82.19 $87.86 $91.40 $93.23 $95.09
y/ychange -1.9% 6.9% 4.0% 2.0% 2.0%

COGS (s/Gigawatt hour) $31.56 $30.16 $33.36 $33.94 $33.99
y/y change 2.5% -4.5% 70.6% 7.7% 0.1%

Gross Margin ($1 Gigawatt hour) $50.63 $57.70 $58.04 $59.28 $61.10
y/ychange -4.5% 74.0% 0.6% 2.7% 3.1%

Source: company data, Morgan Stanley Research
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ASSETS

2011
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NiSource, Inc.

201ZE 2013E 2014E 2015E

Cash and cash equivalents
Restricted cash
Accounts receivable
Income tax receivable
Gas inventory
Regulatory assets
Other
Total Current Assets

Net Property, Plant and Equipment

Unconsolidated affiliates
Other investments
Price risk management assets
Regulatory assets
Goodwill
Intangible assets
Deferred charges, Postretiremen, other
TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current portion of long-term debt
Short-term borrowings
Accounts payable
Dividends payable
Customer deposits and credits
Taxes accrued
Interest accrued
Price risk management liabilities

• Exchange gas payable
Deferred revenue
Regulatory liabilities
Acc liab for post-retirement / -employment benefits
Other accruals
Total Current Liabilities

Long-term debt, exct amounts due within one year
Price risk management liabilities
Deferred income taxes
Deferred inc. taxes, credits, other
Acc liability for post-retirement/-employment benefits
Regulatory liabilities and other removal costs
Asset retirement obligations
Other noncurrent liabilities
Total Other Liabilities and Deferred Credits

Common stock
Additional paid-in capital
Retained earnings
Treasury stock
Accumulated other comprehensive toss
Total Common Stockholders’ Equity

TOTAL CAPITALIZATION & LIABILITIES

CONSOLIDATED DEBT METRICS
Average Total Debt
Average Net Debt
Net Debt/Total Eook Capitalization
Average DebU EBITDA
Average Interest Rate

Source Company data, Morgan Stanley Research

11,500 10,000 10,000 10,000 10,000
160,600 65,100 65,100 65,100 65,100
854,800 797,455 861,208 875,863 923,147

900 56,000 56,000 56,000 56,000
427,600 220,493 229,682 261,475 257,813
169,700 190,600 190,600 190,600 190,600
261,600 280,800 280,800 280,800 280,800

2,248,200 1,942,947 2,015,890 2,062,339 2,105,960

11,800,100 12,826,498 13,926,114 14,983,370 16,027,440

204,700 215,700 215,700 215,700 215,700
150,900 196,000 196,000 196,000 196,000
188,700 72,100 72,100 72,100 72,100

1,978,200 1,870,300 1,870,300 1,870,300 1,870,300
3,677,300 3,677,300 3,677,300 3,677,300 3,677,300

297,600 289,400 289,400 289,400 289,400
162,400 136,200 136,200 136,200 136,200

20,708,300 21,226,645 22,399,204 23,502,909 24,590,600

327,300 823,300 823,300 823,300 823,300
1,359,400 454,534 1,335,741 2,225,457 3,091,309

434,800 291,356 304,897 314,687 330,398
- 74,300 74,300 74,300 74,300

313,600 263,600 263,600 263,600 263,600
220,900 172,000 172,000 172,000 172,000
111,900 82,900 82,900 82,900 82,900
167,800 110,200 110,200 110,200 110,200
168,200 124,700 124,700 124,700 124,700

10,100 30,900 30,900 30,900 30,900
112,000 171,100 171,100 171,100 171,100
26,600 26,600 26,600 26,600 26,600

301,000 232,700 232,700 232,700 232,700
3,646,400 2,947,592 3,842,338 4,741,845 5,623,407

6,267,100 6,819,700 6,819,700 6,819,700 6,819,700
138,900 32,900 32,900 32,900 32,900

2,541,900 2,758,500 2,758,500 2,758,500 2,758,500
107,900 111,800 111,800 111,800 111,800
953,800 939,700 939,700 939,700 939,700

1,663,900 1,617,100 1,617,100 1,617,100 1,617,100
146,400 152,000 152,000 152,000 152,000
244,700 269,000 269,000 269,000 269,000

12,064,600 12,700,700 12,700,700 12,700,700 12,700,700

2,600 3,100 3,100 3,100 3,100
4,167,700 4,679,300 4,779,300 4,779,300 4,779,300

917,000 993,253 1,171,066 1,375,264 1,581,393
(30,500) (40,500) (40,500) (40,500) (40,500)
(59,700) (56,800) (56,800) (56,800) (56,800)

4,997,300 5,578,353 5,856,166 6,060,364 6,266,493

20,708,300 21,226,645 22,399,204 23,502,909 24,590,600

7,653,300 8,025,667 8,538,138 9,423,599 10,301,383
7,642,950 8,014,917 8,528,138 9,413,599 10,291,383

60.6% 60.3% 59.9% 61.2% 62.5%
5.lx 4.9x 5.Ox 5.lx 5.4x

4.9% 5.3% 5.4% 5.0% 5.0%
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Cash from Investing Activities
Capital Expenditures
Insurance Recoveries
Proceeds from Disposition of Assets
Restricted Cash Deposits (Borrowings)
Contributions to Equity Investments
Other Investing Activities

Net cash from investing activities
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NI Cash Flow Statement
(amounts in thousands, except per unit data)

Cash from Operating Activities
Net Income
Debt: Gain Early Extinguishment / Amort Disc.+Premium
Depreciation and Amortization
Net Changes in Price Risk Mgmt Al L
Deferred: Inc. Tax/Credits; Revenues
Stock Compensation Expense
Loss/fGain) on Asset Sales / Impairments / Disc Opts
Income from Unconsolidated Affiliates
Disc. Operations: Loss/(Gain) on Disposition
AFUDC Equity
Dist. of Earnings Received from Equity Investee
Other
Changes in Assets and Liabilities:

Net cash from operating activities

2011

299,100
53,900

538,200
38,100

180,900
39,200
16,800

(13,700)
4,700
(2,400)
18,800
8,900

(312,300)
870,200

(1,125,200)

9,400
42,300
(6,400)

(69,400)
(1,149,300)

890,000
(286,900)

(23,100)
24,400
(3,100)

(257,800)
(62,100)
281,400

2,300
9,200

11,500

2012E

423,065

541,102
(19,400)
140,100
33,000
(3,800)

(22,900)
(200)

(4,700)
25,100

9,400
(32,289)

1,088,478

(1,429,100)
3,000

23,600
95,800

(11,300)
(38,100)

(1,356,100)

991,400
(11,600)

(904,466)
476,400
(10,000)

(272,212)
(3,400)

266,122

(1,500)
11,500
10,000

2013E 2014E 2015E

486,866 526,689 542,641

500,384 542,744 555,930

(59,404) (36,658) (27,911)
927,847 1,032,775 1,070,660

(1,600,000) (1,600,000) (1,600,000)

(1,600,000) (1,600,000) (1,600,000)

881,207 889,716 865,852
100,000 - -

(309,054) (322,491) (336,512)

672,153 567,225 529,340

Cash from Financing Activities
Issuance of Long-Term Debt
Retirement/Repurchase of Long-Term Debt
Change in Short-Term Borrowings, Net
Issuance of Common Stock
Acquisition of Treasury Stock
Dividends Paid - Common Stock
Other

Net cash from financing activities

Net change in cash
Cash at beginning of period
Cash at end of period

Source: Company data, Morgan Stanley Research

10,000
10,000

10,000
10,000

10,000
10,000
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NI Sum of the Parts Valuation
NiSource Inc. Value ($m) $/Share
Gas Distribution $5,378 $19

Gas Transmission & Storage 4624 $17

Electric Utility 4307 $15

Utica 800 $3

Value $15,108 $54

Net Debt (7,374) (26)

Net Equity Value $7,734 $28
Shares Outstanding (in m) 280

GAS DISTRIBUTION
Forward EBITDA f2013E) $672

Forward multiple 8.Ox
Enterprise value $5,378

GAS TRANSMISSION & STORAGE

Forward EBITDA (2013E) $544
Forward multiple 8.5x

Enterprise value $4,624

ELECTRIC UTILITY

Forward EBITDA (2013E) $479
Forward multiple 9.Ox

Enterprise value $4,307

Utica

Acres $100,000
$/acre 8,000

Enterprise value $800

Source: Company data, Morgan Stanley Research.
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MO GA N S TA c Morgan Stanley ModelWare is a proprietary analytic framework that helps clients
uncover value, adjusting for distortions and ambiguities created by local accounting

M c de tvIa regulations. For example, ModelWare EPS adjusts for one-time events, capitalizes operating
leases (where their use is significant), and converts inventory from LIFO costing to a FIFO
basis. ModelWare also emphasizes the separation of operating performance of a company
from its financing for a more complete view of how a company generates earnings.

Disclosure Section
The information and opinions in Morgan Stanley Research were prepared by Morgan Stanley & Co. LLC, and/or Morgan Stanley C.T.V.M. S.A., and/or
Morgan Stanley Mexico, Casa de Bolsa, S.A. de CV. As used in this disclosure section, “Morgan Stanley” includes Morgan Stanley & Co. LLC,
Morgan Stanley C.T.V.M. S.A., Morgan Stanley Mexico, Casa de Balsa, S.A. de C.V. and their affiliates as necessary.
For important disclosures, stock price charts and equity rating histories regarding companies that are the subject of this report, please see the Morgan
Stanley Research Disclosure Website at www.morganstanley.com/researchdisclosures, or contact your investment representative or Morgan Stanley
Research at 1585 Broadway, (Attention: Research Management), New York, NY, 10036 USA.
For valuation methodology and risks associated with any price targets referenced in this research report, please email
morganstanley.research@morganstanley.com with a request for valuation methodology and risks on a particular stock or contact your investment
representative or Morgan Stanley Research at 1585 Broadway, (Attention: Research Management), New York, NY 10036 USA.
Analyst Certification
The following analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed and
that they have not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this
report: Stephen Maresca.
Unless otherwise stated, the individuals listed on the cover page of this report are research analysts.
Global Research Conflict Management Policy
Morgan Stanley Research has been published in accordance with our conflict management policy, which is available at
www.morganstanley.com/institutional/research/conflictpolicies.

Important US Requlatory Disclosures on Subject Companies
As of September 28, 201, Morgan Stanley beneficially owned 1% or more of a class of common equity securities of the following companies covered
in Morgan Stanley Research: Williams Companies, Inc.
Within the last 12 months, Morgan Stanley managed or co-managed a public offering (or 144A offering) of securities of Oneok Inc., Williams
Companies, Inc.
Within the last 12 months, Morgan Stanley has received compensation for investment banking services from CenterPoint Energy, Inc, Oneok Inc.,
Questar Corp., Spectra Energy Corp., Williams Companies, Inc.
In the next 3 months, Morgan Stanley expects to receive or intends to seek compensation for investment banking services from CenterPoint Energy,
mc, MDU Resources Group, Inc., National Fuel Gas Co, NiSource, Inc., Oneok Inc., Questar Corp., Spectra Energy Corp., Williams Companies, Inc.
Within the last 12 months, Morgan Stanley has received compensation for products and services other than investment banking services from
CenterPoint Energy, Inc, NiSource, Inc., Oneok Inc., Questar Corp., Spectra Energy Corp., Williams Companies, Inc.
Within the last 12 months, Morgan Stanley has provided or is providing investment banking services to, or has an investment banking client
relationship with, the following company: CenterPoint Energy, lnc, MDU Resources Group, Inc., National Fuel Gas Co, NiSource, Inc., Oneok Inc.,
Questar Corp., Spectra Energy Corp., Williams Companies, Inc.
Within the last 12 months, Morgan Stanley has either provided or is providing non-investment banking, securities-related services to and/or in the past
has entered into an agreement to provide services or has a client relationship with the following company: CenterPoint Energy, Inc, National Fuel Gas
Ca, NiSource, Inc., Oneok Inc., Questar Corp., Spectra Energy Corp., Williams Companies, Inc.
Morgan Stanley & Co. LLC makes a market in the securities of CenterPoint Energy, Inc, MDU Resources Group, Inc., National Fuel Gas Ca, NiSource,
Inc., Oneok Inc., Questar Corp., Spectra Energy Corp., Williams Companies, Inc.
The equity research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based
upon various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investment
banking revenues.
Morgan Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market making,
providing liquidity and specialized trading, risk arbitrage and other proprietary trading, fund management, commercial banking, extension of credit,
investment services and investment banking. Morgan Stanley sells to and buys from customers the securities/instruments of companies covered in
Morgan Stanley Research on a principal basis. Mor9an Stanley may have a position in the debt of the Company or instruments discussed in this report.
Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.
STOCK RATINGS
Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below).
Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the
equivalent of buy, hold and sell. Investors should carefully read the definitions of all ratings used in Morgan Stanley Research. In addition, since
Morgan Stanley Research contains more complete information concerning the analyst’s views, investors should carefully read Morgan Stanley
Research, in its entirety, and not infer the contents from the rating alone. In any case, ratings (or research) should not be used or relied upon as
investment advice. An investor’s decision to buy or sell a stock should depend on individual circumstances (such as the investor’s existing holdings)
and other considerations.

Global Stock Ratings Distribution
(as of October31, 2012)

For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell alongside
our ratings of Overweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we
cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative
weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy
recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.
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Coverage Universe Investment Banking Clients (IBC)
% of % of% of Rating

Stock Rating Category Count Total Count Total IBC Category

Overweight/Buy 1085 37% 446 40% 41%
Equal-weight/Hold 1288 43% 504 46% 39%
Not-Rated!HoId 109 4% 31 3% 28%
Underweight/Sell 481 16% 121 11% 25%
Total 2,963 1102

Data include common stock and ADRs currently assigned ratings. An investors decision to buy or sell a stock should depend on individual
circumstances (such as the investor’s existing holdings) and other considerations. Investment Banking Clients are companies from whom Morgan
Stanley received investment banking compensation in the last 12 months.
Analyst Stock Ratings
Overweight (0). The stock’s total return is expected to exceed the average total return of the analyst’s industry (or industry team’s) coverage universe,
on a risk-adjusted basis, over the next 12-18 months.
Equal-weight (E). The stock’s total return is expected to be in line with the average total return of the analyst’s industry (or industry team’s) coverage
universe, on a risk-adjusted basis, over the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock’s total return relative to the average total return of the
analyst’s industry (or industry team’s) coverage universe, on a risk-adjusted basis, over the next 12-18 months.
Underweight (U). The stock’s total return is expected to be below the average total return of the analyst’s industry (or industry team’s) coverage
universe, on a risk-adjusted basis, over the next 12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.
Analyst Industry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the
relevant broad market benchmark, as indicated below.
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-16 months to be in line with the relevant
broad market benchmark, as indicated below.
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant
broad market benchmark, as indicated below.
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index;
Europe - MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index.

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

NiSource, Inc. CNI.N) — As o 11/2/12 in USO
InUustt Diversicied Natural Gas

:s
NR,NP

28

25 26

20 21

0
11/01 1101 jj/(lj 11/00

201(1 2011 2:12
Volet.ili*.y hoi,s ihdice+,eo eore oolile cv:’ fbi. R cf Noo—14—2000 the V fbe hei bech

stock Roti Hi4ory: 11/1/09 Nft-NP 11/10/09 NA,’A; 1/6/Il

Price Tere1 History: 8/16/Ui NA; 1/6/li 19; 2/1/li : 20; 5/3/11 21; 8/2/11 23; 10/26/11 25;
4/16/12 : 26; 7,41/12 28

Source: Moree 9er1ey Reeerch DOO,e Formq MM/00/Y’i’ Price Torget. —. No Price Teret Aeineci (NA)
Stock Price (o+ Cred by Cu,yn Ae1y4) Stock Price (Covered by Curren4 Ano1yoi) —
S4ock end industry Re4in Cebbreuie+ion below) eppeer av * Stock Re+in/Induery View
Stock Rqtin: 0r,eih1 (0) Eque1—,,.i9ht CE) Underweih U) No Re4ed CNR) More Volei1e CV) No Re1ii Aveibeble (NA)
Indue1ry View; Airec1iue (A) In—lIne (I) Ceut.iou CC) No PeOing (NR)
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Important Disclosures for Morgan Stanley Smith Barney LLC Customers
Citi Investment Research & Analysis (CIRA) research reports may be available about the companies or topics that are the subject of Morgan Stanley Research. Ask yourFinancial Advisor or use Research Centerto view any available CIRA research reports in addition to Morgan Stanley research reports.
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CenterPoint Energy, Inc (CNP.N) E (11/15/2011) $21.74
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Dependab’e Growth Getting
Priced into Stock

Ni’s 4Q was in line with estimates and new 2013 EPS
guidance of $1.50-I .60 (MSe prior $1.56) was
consistent with previous 5-7% EPS growth
guidance. We retain our Equal-weight rating ($29
target; up from $28, $32 Bull case).

4Q12 results: NI reported operating earnings of
$0.44 vs. MS I Consensus estimates of $0.46 I $0.43.
After solid share performance in 2012 (+13%) and 2013
(+10%), we believe the market is pricing in more of Ni’s
opportunity set and we would look to get more
aggressive on price pulibacks. 4Q demonstrated
expected solid execution as NI continues to capitalize on
its well positioned midstream asset base and improved
utility profile. However, we expect share price
appreciation to be a slower grind from here with NI
largely in execution mode. NI initiated 2013 EPS
guidance of $1.50-i .60 (MSe at $1.56 now) and a
capital budget of $1 Sb. Upcoming drivers for the stock
will be execution of midstream and infrastructure
opportunities along with its upstream Utica JV initiatives.
NI does not trade cheaply at iO.2x 2013 EV/EBITDA
and 1 7.2x PIE (MSe sum of the parts value is $29).

Solid segment results. Electric Operations EBIT
increased to $51 .6m vs. $42.9m yoy due to increased
margins. Gas Distribution Operations EBIT decreased
to $1 33.6m from $141 .4m in 2011 due to higher costs.
Gas Transmission and Storage Operations EBIT
increased to $128.8m from $89.Om y/y as the Columbia
customer settlement and lower midstream revenues
were offset by lower costs. Equity earnings increased
$2.2m from Millennium Pipeline.

Positively levered to the northeast build out.
Pipeline modernization ($300m 1 year), Marcellus/Utica
infrastructure ($1-2b in total currently), and a self funded
Utica minerals arrangement are just some examples of
the fuel that should support a multi-year 5—7% earnings
growth rate (MSe at —7% CAGR through 2015). We
look for further project identification and more Utica
drilling results before revisiting our risk-reward.
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NORTH AMERICA

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

Price target $29.00
Shr price, close (Feb 15, 2013) $26.78
Mkt cap, curt (mm) $8,551
52-Week Range $27.31-22.71

Fiscal Year ending 12112 12I13e 12114e 12115e

Morgan Stanley does and seeks to do business with
companies covered in Morgan Stanley Research. As
a result, investors should be aware that the firm may
have a conflict of interest that could affect the
objectivity of Morgan Stanley Research. Investors
should consider Morgan Stanley Research as only a
single factor in making their investment decision.
For analyst certification and other important
disclosures, refer to the Disclosure Section,
located at the end of this report.

Morgan Stanley & Co. LLC
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Industry View
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Key Ratios and Statistics

ModelWare EPS ($)
Prior ModelWare EPS ($)

1.44 1.56

1.43 1.56

17.2

1.55

1,739

10.1

3.7

0.99

1.67 1.79

1.68 1.80

16.0 15.0

1.67 1.75

1,868 1,977

9.9 9.7

3.9 4.0

1.03 1.08

PIE 17.3
Consensus EPS ($) 1.45
EBITDA ($mm)** 1,645
EV/EBITDA** 9.7
Div yld f%) 3.8
Div per shr ($) 0.95

Shrs out, diluted, avg (mm) 300 311 311 311
Unless otherwise noted, all metrics are based on Morgan Stanley ModeiWare
framework (please see esplanation later in this note).
§ = Consensus data is provided by Thomson Reuters Estimates
**

= Based on consensus methodology
e Morgan Stanley Research estimates
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NiSource (NI, Equal-weight)

Value per Share

Net Debt

Net Equity Value

Shares Outstanding (in mm)
Source: Morgan Stanley Research

14

2

$54

(26)

$29

311

Why Equal-weight?

• Restored earnings power at
regulated utilities segments
• Numerous midstream opportunities
surrounding its existing pipeline
systems in the Marcellus + Utica
provide exceptional long-term value,
but also come with it increased capex
and possibly heated competition.
• Stock trades closer to fair value on
multiples basis (excluding potential
uplift from Utica acreage).

Key Value Drivers
• Executing Marcellus + Utica
midstream projects on time and below
budget
• Execution on its regulatory agenda
(e.g., infrastructure modernization plan,
filing rate cases, implementing trackers
/ cost recovery mechanisms).
• Stable dividend with potential 3-5%
annual growth.

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

Where We Could Be Wrong
• Regulatory risks associated with
Marcellus and/or Utica drilling puts a
hold on midstream project expansions.
• Economic recovery remains
prolonged, negatively affecting electric
deliveries (especially to industrial
customers).
• Rate cases return with unfavorable
outcomes.

Risk-Reward View: Strong Marcellus + Utica Midstream Potential
$35

$3200 (+19%)
30

$ 26.78 $29.00 (+8%) +

$2200 (-18%)

0

Feb-li Aug-il Feb-12 Aug-12 Feb-13 Aug-13 Feb-14

. Price Target (Feb-14) —Historical Stack Ferfarmance • Current Stock Price

Source: ThomsonOne; Morgan Stanley Research

Price Target $29 Derived from base case average of four valuation methodologies

Bull Case lix GT&S Increasing Marcellus/Utica market share and utilities
$32 ‘1 3e outperform. NI gains larger Appalachian market share than

EBITDA, anticipated from new production, fostering additional capital spend
9.Ox Electric in the GT&S segment. Utica potential exceeds expectations.
EBITDA

Base Case lO.Ox GT&S Executing on Marcellus opportunities with a modest recovery
$29 13e in utility segments. NI places Marcellus growth projects on

EBITDA, budget and on time. Industrial electric generation deliveries
9.Ox Electric continue to stabilize/slightly recover.
EBITDA

Bear Case 9x GT&S Marcellus opportunities fail to materialize. Marcellus regulation
$22 ‘13e issues persist, prolonging development. The required

EBITDA, 8x infrastructure projects are delayed causing NI to push back
Electric expansions.
EBITDA

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

Gas Distribution

Gas Transmission & Storage

Electric Utility

Utica

Yal
$19

18

$5,956

5,669

4,475

750

$16,850

(7,961)

$8,889

2
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NI: Earnings Results and Preview
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(amounts in 000s. except per unit)

Operating Revenues

Gas Distribution

Gas Transportation and Storage
Electric

Other

Total operating revenues

Operating Expenses

Cost of Sales

Operation and maintenance
Depreciation and amortization
Other taxes

Total operating expenses

426,500 -21.8%

452,000 0.6%

143,900 7.0%

72,400 -2.4%

1,094,800 -9.0%

359,934 18.5% 460,043

467,574 -3.3% 593,571
121,002 18.9% 140,621
79,877 -9.4% 105,963

1,028,387 6.5% 1,300,198

Equity Earnings (Loss) in Uncon. Affiliates 5,800 8,000 37.9% 8,040 -0.5% 9,500

EBIT

EBITDA

252,900 312,900 23.7%

387,400 456,800 17.9%

327,509 -4.5% 458,272

448,511 1.8% 598,693. Interest expense, net

Other income

Total other income and expenses

(96,900) (103,900) 7.2%

(12,800) (3,600)

(109,700) (107,500) -2.0%

(109,242) -4.9%

3,000

(106,242) 1.2%

(104,575)

(104,575)

Earnings From Cont. Oper. Bet. Inc. Taxes
Income tax (provision)

Net Income (Operating)

Average # of Shares Outstanding

Net Income per Share (Operating)
Net Income per Share (GMP)

Segment Data

Gas Distribution (MMDth)

Residential

Commercial

Industrial

Off System

Other

Gas Transmission & Storage (MMDth)
Columbia Transmission

Columbia Gulf

Crossroads Gas Pipeline

Intrasegment eliminations

763.2 -0.3%

907.8 -2.5%

2,286.1 1.7%

17.8 -87.7%

34.0 -23.1%

229,854 4,
311,300 NI initiated 2013 EPS

guidance of $1.50-

0.74 31.60

0.74

764.2 -0.1% 881.5

920.5 -1.4% 943.4

2,292.5 -0.3% 2,515.7

95.0 -81.3% 68.4
29.7 14.4% 44.5

Actual Actual A IA MS Al E MS
4Q11 4Q12 %chg 4Q12E %chg IQI3E

730,900 582,200 -20.3% 782,129 -25.6% 1,022,506
361,000 418,700 16.0% 219,529 90.7% 326,345
329,600 361,000 9.5% 346,199 4.3% 400,118
29,200 37,800 - -

1,450,700 1,399,700 -3.5% 1,347,856 3.8% 1,748,970

545,600

449,300

134,500

74,200

1,203,600

143,200 205,400 43.4%

52,000 69,400 33.5%

221,267 -7.2%

80,302 -13.6%

353,697

123,843

91,200 136,000 49.1% 140,965 -3.5%
281.400 311.300 10.6% 305.882 1.8%

S 0.32 $ 0.44 $ 0.46 $
$ 0.07 $ 0.42 $ 0.46 $

72.6 79.9 10.1% 69.7 14.6% 102.9
46.7 50.1 7.3% 46.7 7.3% 61.2

109.5 113.6 3.7% 127.3 -10.8% 131.3
10.2 14.8 45.1% 9.7 52.7% 13.5

na 0.10.1 na

328.8 9.1%

213.2 -21.2%

4.1 2.5%

(108,0) -12.9%

• Electric Operations (Gigawatt Hours)

Residential

Commercial

Industrial

Wholesale

Other

301.4 9.1%

206.1 3.4%

3.3 24.2%

(130.1) -17.0%

301.4

270.6

4.0

(124.0)

765.6

931.3

2,247.5

144.4

44.2

447.9

256.2

5.1

(149.2)
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Exhibit 2

NI Income Statement
Income Statement
(amounts in thousands, except per unit data) 2012 2013E 2014E 2015E 2016E

Net Revenues
Gas Distribution 2,006,400 2,710,451 2,830,056 3,020,003 3,191,831
Gas Transportation and Storage 1,462,400 1,074,329 1,165,908 1,261,201 1,308,909
Electric 1,497,500 1,656,144 1,748,931 1,819,331 1,892,570
Other 133,600 - - - -

Total Net Revenues 5,099,900 5,440,924 5,744,895 6,100,535 6,393,311

Operating Costs
Costof Sales 1,525,200 1,438,374 1,563,933 1,605,499 1,714,657
Operation and maintenance 1,674,600 1,981,997 2,025,311 2,204,738 2,276,133
Depreciation and amortization 563,900 566,717 614,778 628,501 643,851
Other taxes 287,800 320,325 327,553 354,568 369,296

Total Operating Costs 4,051,500 4,307,412 4,531,575 4,793,307 5,003,935

Equity Earnings (Loss) in Uncon. Affiliates 32,200 38,286 40,301 41,318 42,360

EBIT 1,080,600 1,171,79$ 1,253,621 1,348,546 1,431,735

EBITDA 1,644,500 1,738,515 1,868,399 1,977,047 2,075,586

Other income
Interest expense, net (418,300) (428,280) (453,807) (496,034) (536,571)
Other income 2,400 - - - -

Inc. from continuing operations bef inc. taxes 664,700 743,518 799,814 852,512 895,164
Income tax (provision) 231,800 258,367 278,789 296,776 311,795

Operating Net income (Loss) 432,900 485,151 521,025 555,736 583,369

Net Income per Share (Operating) $1.44 $1.56 $1.67 $1.79 $1.87
Net Income per Share fGMP) $1.38 $1.56 $1.67 $1.79 $1.87

Weighted Avg Diluted Units Outstanding 300,400 311,300 311,300 311,300 311,300

Dividendspershare 0.95 0.99 1.03 1.08 1.13
Source: Company data, Morgan Stanley Research
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NI Operating Data
Operating Data

2012 2013E 2014E 2015E 2016E
GAS DISTRIBUTION
Sales and Transportation (MMDth):

Residential 226.5 226.5 233.3 238.0 242.7
Commercial 156.2 156.2 160.9 165.7 170.7
Industrial 478.2 481.7 491.3 506.0 521.2
Off System 61.5 61.5 62.7 64.0 65.3
Other 0.3 0.4 0.4 0.4 0.4

Total Sales and Transports 922.7 926.3 948.6 974.1 1,000.3
Weather Adjustment 58.8 26.0 26.0 26.0 26.0
Sales and Transport Vols — Excluding Weather 981.5 952.3 974.6 1,000.1 1,026.3
y/y change 7.6% -3.0% 2.3% 2.6% 2.6%

Sales Price ($1 Dth) $2.79 $2.85 $2.90 $3.02 $3.11
yly change -27.5% 2.1% 2.0% 4.0% 3.0%

COGS Price ($1 0th) $1.19 $0.88 $0.96 $0.97 $1.01
y/ychange -43.2% -26.7% 8.9% 0.7% 4.7%

Gross Margin ($1 0th) $1.59 $1.96 $1.94 $2.05 $2.10
yly change -8.6% 23.2% -7.1% 5.6% 2.2%. GAS TRANSMISSION & STORAGE
Throughput (MMDth):
Columbia Transmission 1107.7 1212.6 1,285.4 1,362.5 1,403.4
Columbia Gulf 883.0 944.5 1,001.1 1,061.2 1,093.0
Crossroads Gas Pipeline 15.8 16.6 17.1 17.6 18.1
Total throughput 2,006.5 2,173.7 2,303.6 2,441.4 2,514.6
Intrasegment eliminations (422.6) (551.5) (556.3) (573.4) (612.0)
Total third-party throughput 1,583.9 1,622.2 1,747.3 1,867.9 1,902.6
yly change -3.2% 2.4% 7.7% 6.9% 7.9%

Tariff ($1 0th) $0.46 $0.46 $0.48 $0.50 $0.51
y/ychange -4.0% 0.9% 4.0% 4.0% 3.0%

ELECTRIC OPERATIONS
Sales (Gigawatt Hours):
Residential 3,524.3 3,706.9 3,781.0 3,856.6 3,933.8
Commercial 3,863.1 3,957.8 4,037.0 4,117.7 4,200.1
Industrial 9,251.0 9,587.7 9,875.3 10,072.8 10,274.2
Wholesale 250.7 304.8 310.9 317.1 323.4
Other 119.1 131.1 131.1 131.1 131.1
Total sales 17,008.2 17,688.2 18,135.2 18,495.3 18,862.6
Weather Adjustment (146.0) - - - -

Total sales volumes — Adj. for weather impacts 16,862.2 17,688.2 18,135.2 18,495.3 18,862.6
y/y change -3.0% 4.9% 2.5% 2.0% 2.0%

Revenue ($1 Gigawatt hour) $89.18 $93.63 $96.44 $98.37 $100.33
y/y change 8.5% 5.0% 3.0% 2.0% 2.0%

COGS ($ / Gigawatt hour) $29.58 $33.82 $34.62 $34.49 $35.81
y/ychange -6.3% 74.3% 2.4% -0.4% 3.8%

Gross Margin (SI Gigawatt hour) $59.60 $59.81 $61.82 $63.87 $64.52
y/ychange 77.7% 0.4% 3.3% 3.3% 1.0%

Source: Company data, Morgan Stanley Research
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NI Balance Sheet
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Balance Sheet
(amounts in thousands, except per unit data)

ASSETS
Cash and cash equivalents
Restricted cash
Accounts receivable
Income tax receivable
Gas inventory
Regulatory assets
Other
Total Current Assets

Net Property, Plant and Equipment

Unconsolidated affiliates
Other investments
Price risk management assets
Regulatory assets
Goodwill
Intangible assets
Deferred charges, Postretiremen, other
TOTAL ASSETS. LIABILITIES AND STOCKHOLDERS EQUITY
Current portion of long-term debt
Short-term borrowings
Accounts payable
Dividends payable
Customer deposits and credits
Taxes accrued
Interest accrued
Price risk management liabilities
Exchange gas payable
Deferred revenue
Regulatory liabilities
Acc liab for post-retirement I-employment benefits
Other accruals
Total Current Liabilities

Long-term debt, exci amounts due within one year
Price risk management liabilities
Deferred income taxes
Deferred inc. taxes, credits, other
Acc liability for post-retirement/-employment benefits
Regulatory liabilities and other removal costs
Asset retirement obligations
Other noncurrent liabilities
Total Other Liabilities and Deferred Credits

Common stock
Additional paid-in capital
Retained earnings

2012 2013E 2014E 2015E 2016E

36,300 20,000 20,000 20,000 20,000
46,8DD 46,8D0 46,800 46,800 46,800

907,300 865,347 896,D02 879,988 980,625
130,900 130,900 130,900 130,900 130,900
326,600 293,4D7 353,169 346,211 379,491
162,800 162,800 162,800 162,8DD 162,800
383,900 383,9D0 383,9DD 383.9DD 383,900

2,352,400 2,260,954 2,351,371 2,328,399 2,462,316

12,915,900 14,149,183 15,234,405 16,205,904 17,162,054

243,300 243,300 243,300 243,300 243,300
194,400 194,400 194,400 194,400 194,400
56,000 56,000 56,000 56,000 56,000

2,024,400 2,024,400 2,024,400 2,024,400 2024,400
3,677300 3,677,300 3,677,300 3,677,300 3,677,300

286,600 286,600 286,600 286,600 286,600
94,400 94,400 94,400 94,400 94,400

21,844,700 22,986,537 24,162,176 25,110,704 26,200,770

507,200 507,200 507,200 507,200 507,200
776,900 1,696,949 2,574,963 3,315,246 4,117,650
538,900 484,131 582,740 571,259 626,172

269,600 269,600 269,600 269,600 269,600
235,500 235,500 235,500 235,500 235,500
133,700 133,700 133,700 133,700 133,700
95,200 95,200 95,200 95,200 95,200

146,200 146,200 146,200 146,200 146,200
42,800 42,800 42,800 42,800 42,800

171,600 171,600 171,600 171,600 171,600
6,100 6,100 6,100 6,100 6100

309,700 309,700 309,700 309,700 309,700
3,301,600 4,166,879 5,143,503 5,872,305 6,729,622

6,819,100 6,819,100 6,819,100 6,819,100 6,819,100
20,300 20,300 20,300 20,300 20,300

2,953,300 2953,300 2,953,300 2,953,300 2,953,300
108,900 108,900 708,900 108,900 108,900

1,107,300 1,107,300 1,107,300 1,107,300 1107,300
1593,300 1,593,300 1,593,300 1,593,300 1,593,300

160,400 160,400 160,400 160,400 160,400
226,200 226,200 226,200 226,200 226,200

12,988,800 12,988,800 12,988,800 12,988,800 12,988,800

3,100 3,100 3,100 3,100 3,100
4,597,600 4697,600 4,697,600 4,697,600 4,697,600
1,059,600 1,236,158 1,435,173 1,654,899 1,887,648. Treasury stock (65,500) (65,500) (65,500) (65,500) (65,500)

Accumulated other comprehensive loss (40,500) (40,500) (40,500) (40,500) (40,500)
Total Common Stockholders’ Equity 5,554,300 5,830,858 6,029,873 6,249,599 6,482,348

TOTAL CAPITALIZATION & LIABILITIES 21,844,700 22,986,537 24,162,176 25,110,704 26,200,770
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Source: Company data, Morgan Stanley Research
Exhibit 5

NI Cash Flow Statement
Cash Flow Statement
(amounts in thousands, except per unit data) 2012 2013E 2014E 2015E 2016E

Cash from Operating Activities
Net Income 416,100 485,151 521,025 555,736 583,369
Debt: Gain Early Extinguishment / Amort Disc.+Premium 9,700 - - - -

Depreciation and Amortization 561,900 566,717 614,778 628,501 643,851
Net Changes in Price Risk Mgmt A / L (18,500) - - - -

Deferred: Inc. Tax/Credits; Revenues 301,200 - - - -

Stock Compensation Expense 45,000 - - - -

Loss/(Gain) on Asset Sales / Impairments / Disc Opts (3,800) - - - -

Income from Unconsolidated Affiliates (30,900) - - - -

Disc. Operations: Loss/(Gain) on Disposition 5,700 - - - -

AFUDC Equity (10,600) - - - -

Dist. of Earnings Received from Equity Investee 34,900 - - - -

Other - - - - -

Changes in Assets and Liabilities: (35,200) 20,377 8,192 11,490 (79,004)
Net cash from operating activities 1,275,500 1,072,245 1,143,996 1,195,727 1,148,216

Cash from Investing Activities
Capital Expenditures (1,498,800) (1,800,000) (1,700,000) (1,600,000) (1,600,000). Insurance Recoveries 6,500 - - - -

Proceeds from Disposition of Assets 25,600 - - - -

Restricted Cash Deposits (Borrowings) 114,200 - - - -

Contributions to Equity Investments (20,400) - - - -

Other Investing Activities (52,300) - - - -

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

Cash from Financing Activities
Issuance of Long-Term Debt 991,400 - - - -

Retirement/Repurchase of Long-Term Debt (331,600) - - - -

Change in Short-Term Borrowings, Net (582,200) 920,049 878,014 740,283 802,404
Issuance of Common Stock 383,500 100,000 - - -

Acquisition of Treasury Stock (10,000) - - - -

Dividends Paid - Common Stock (273,200) (308,593) (322,010) (336,011) (350,620)
Other (3,400) - - - -

Net cash from financing activities 174,500 711,455 556,004 404,273 451,784

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

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

Source: Company data, Morgan Stanley Research
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Exhibit 6

NI Sum of the Parts Valuation
NiSource Inc. Value ($m) $/Share
Gas Distribution $5,956 $19

Gas Transmission & Storage 5669 $18

Electric Utility 4475 $14

Utica 750 $2

Value $16,850 $54

Net Debt (7,961) (26)

Net Equity Value $8,889 $29
Shares Outstanding (in m) 311

GAS DISTRIBUTION
Forward EBITDA (2013E) $662

Forward multiple 9.Ox

Enterprise value $5,956

GAS TRANSMISSION & STORAGE

Forward EBITDA (2013E) $567

Forward multiple 1 OCx

Enterprise value $5,669

ELECTRIC UTILITY

Forward EBITDA (2013E) $497

Forward multiple 9.Ox

Enterprise value $4,475

Utica

Acres $150,000

$/acre 5,000

Enterprise value $750

Source: Company data, Morgan Stanley Research.
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.: 0 NO N NC EV Morgan Stanley ModelWare is a proprietary analytic framework that helps clients

j
uncover value, adjusting for distortions and ambiguities created by local accounting

M ode ‘‘Ja ye regulations. For example, ModelWare EPS adjusts for one-time events, capitalizes operating
f leases (where their use is significant), and converts inventory from LIFO costing to a FIFO

basis. ModelWare also emphasizes the separation of operating performance of a company
from its financing for a more complete view of how a company generates earnings.
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Shale-gas infrastructure investment drives earnings growth.
Updated Forecasts and Estimates from 15 May 2012

Charles Fishman
Stock Analyst
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does not own its stock.
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Rating updated soot 15 May 20t2

Analysts Perspective 16 May 2012

NiSource’s $1 billion-plus annual Capital Spending program
has good near-term visibility, and we estimate will provide
8% annual earnings growth during the next five years.
NIPSCO, the company’s regulated utility in northern Indiana,
has commenced an $850 million program to address
environmental compliance at its coal-fired power plants. In
2012, the gas transmission and storage segment is planning
more than $200 million of growth projects. The system’s
footprint in the Marcellus and Utica shale-gas plays
provides NiSource with a competitive advantage to deliver
shale-produced gas to high-demand markets in the
Mid-Atlantic. The majority of these investments are for
gathering pipelines and infrastructure that are non-FERC
jurisdiction, allowing the company to achieve returns above
15% on invested capital.

Currency amounts expressed with $ are in
u S dollars USD1 unless otherwise denoted

Contents

avi 2012(E) 20134)

144 17.6 177 164

81 101 96 8.7

135 161 14.7 13.3

-05 -31 -0.7 -0.7

62 39 3.8 43

1USD Mil)

awt 20t2(E) 20134)

5422 5019 5,508 6,069

-34 -63 -85 10.2

9M 097 1,013 1,123

128 -01 77.7 109

341 389 412 476

154 140 59 15.7

1.22 1.35 7.42 1.53

137 10] 52 77

-27 -205 -50 -52

-1023 6703 -758 5.0

NiSource shares trade at approximately 17.7 times our
2012 earnings estimate, a premium to the PIE multiple
of 15 times for the diversified utility peer group.

Annual capital expenditures are estimated to exceed $1
billion during the next five years, resulting in estimated
annual earnings growth of approximately 8%.

NiSource announced its first annual dividend increase
since aj1, to $Qfrom $Q92per share, beginning in
August 2012 We expect a low payout ratio and strong
balance sheet will allow regular increases.

10

14

16

Source for forecasts in the data tables above’ Morningstar Estimates

Profile

NiSource is an energy holding company whose subsidiaries distribute
natural gas and electricity to more than 3.8 million customers located within
a corridor that runs from the Gulf Coast through the Midwest to New
England. The company owns and operates 15,000 miles of natural gas
transmission pipeline and one of the nation’s largest underground natural
gas storage systems. Northern Indiana Public Service Company, or NIPSCO,
NiSource’s wholly owned electric and gas utility, owns coal, natural gao,
and hydroelectric power plants.
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NiSource’s pipeline
footphnt offers a
competitive
advantage to
deilver sha’e
produced gas to
Mid-A U antic
markets.

Thesis l6May 2012

NiSource recently stepped up its capital spending program,
driving what we think should be 8% annual earnings per
share growth during the next five years. In 2012, the
company plans to invest approximately $1.4 billion, a 25%
increase from 2011. Longer term, NiSource is discussing a
$4 billion modernization program with key stakeholders of
its Columbia Gas Transmission system. Eady discussions
suggestit could be a 10-to 15-year project

Due to pipeline expansion opportunities in shale-gas
producing regions, we estimate operating earnings for the
gas transmission and storage segment will grow fastest
increasing to an estimated 45% of operating earnings in
2016 from 401/s projected in 2012 We expect its
slower-growing gas distribution segment will contribute
42% of operating earnings in 2012, and its electric utility
will contribute 18/ of operating earnings in 2012

In 2011, NIPSCO began an $850 million project for
environmental compliance at four of its coal-fired power
plants. The majority of the new investment will be forflue
gas desulfurization equipment or scmbbers, on two units
at the 1,7W-MW Schahfer generating station. The entire
project is expected to take six to eight years, and will
position NIPSCO to comply with recently issued federal
environmental standards.

Regulators have approved two of three phases of the
project and NIPSCO is negotiating approval for the third
phase, which includes installing a scmbberatthe Michigan
City generating station, the smallest of N IPSCO’s coal -fired
plants. NIPSCOwiII be allowed timelyrate increases forthe
investments based on a 1Q2% return on equity, a level
consistent with recent industry regulatory decisions. We
estimate the rate increases associated with this investment
will allow N PSCOto increase operating earnings more than
25% from 2011.

NiSource’s gas transmission and storage segment also
plans to increase its investment more than $lWmillion in
201 2from 2011 levels. The largestof this segment’s growth
projects currently under construction is the $145 million
Pennsylvania Marcellus npeline, a J-mile pipeline
expected to be completed in late 2012 This projecti s typical
of the growth opportunities for NiSource, driven by drilling
in shale-gas production regions in Appalachia. The pipeline
is anchored by a major Marcellus shale gas producer
expected to have an initial capacity of approximately
XXICXX)dekatherms Dth) per day. We suspect the returns
provided by this nonregulated investment are attractive,
given its strategic location.

NiSource has several othersmaller projects in Pennsylvania
under construction, with expected in-service dates during
2012 These projects, totaling $77 million, also spawn from
its advantaged position nearthe Marcellus shale. NiSource
will also invest $35 million on an expansion project to
provide up to 250,IXX)Dth perday of transportation capacity
from the Columbia Apeline to a new natural gas-fired power
plant owned by Virginia Electric PewerCompany. The project
is expected to be in-service in mid-2014

In 2012 we estimate thatthe gas distribution segmentwill
contribute $468 million of operating earnings with capital
investment that will be relatively flat with 2011. NiSource
continues to invest approximately $3O million per year on
infrastructure replacement (replacing steel pipe with
plastic) in Ohio, Kentucky, Pennsylvania, Virginia and
Massachusetts. Return on these investments are by
automatic tracker mechanisms, providing ROEs of
approximately 1O% and adjusting customer rates in less
than one year after the investment

Valuation, Growth and ProfItability 16 May 2012
We are reaffirming our $23 per share fair value estimate.
In April 2012, we raised our fair value estimate from $17
per share due, in large part to the increase in capital

Page 2of 19
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spendingto $5 4billion between 201 2and 201 Sand a lower

cost of capital.

We estimate NiSource’s growth capital and approved

capital expenditures with minimal regulator’] lag should

drive near-term annual earnings growth to 5°/o during the

nextfiveyears, reaching $2XDEPSin 2015 Inourbasecase,

we assume nonregulated system expansion investments in

the gas transmission and storage segment from 2013-16

average $175 million per year and earn 15% return on

invested capital.

NIPSCO’s environmental investments, totaling approximately

S85Omillion, will be made during the nextfive years, with

most of the investment in 2012-14 We expect N IPSCO will

be allowed timely rate increases due to an Indiana Utility

Regulatory Commission environmental tracker that adjusts

rates on an annual basis. We assume these rate increases

are based on a 1Q2% return on equity, consi stent with the

2011 base rate case forNlPSCO. Ourfairvalue estimate is

also based on continued investment of approximately $3J
million peryearby NiSource’s gas distribution companies.

Rates for these investments are also by a tracker

mechanism, providing an average ROE of approximately

ltY/0 and adjusting customer rates in less than one year

after the investment

Since NIPSCO completed a major base rate case in late

2011, we conservatively assume that base rates are

constantduring the nextfive years. In addition, oureamings

estimates include the benefit of the October 2011 base rate

case decision forColumbia Gas of Pennsylvania. We assume

that Columbia Gas of Massachusetts receives 4/o, the

average of the lastseven rate cases, of the $29million rate

increase it requested in March 2012 We also assume that

NIPSCO files a gas base rate case in 201 with a decision

increasing rates by $2million in 2014

We use a 7.5°/o cost of capital, including a 1Q5% cost of

equity and current market credit spreads.

Scenario Analysis

A material source of uncertainty in our fair value estimate

is the growth in earnings due to investments above

NiSource’s cost of capital. Capital expenditures in the gas

distribution and electric operations segments are, for the

most part subject to regulation, and have reduced

uncertainty due to the preapproval process and monopoly

status these businesses are afforded. However,

investments in nonregulated pipelines and other

infrastructure in the gas transmission and storage segment
although having higher potential returns, do not have this

benefit

If we assume the nonregulated investments in the gas

transmission and storage segment from 2013-1 6decline by

$50 million, to $88 million per year, our five-year annual

earnings growth rate would decline to 5%. This would

reduce 2ol6eamingsto $1.75pershare and reduce ourfair

value estimate $2 per share.

Ourfairvalue estimate also is sensitive to ourcostof capital
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estimate. A 50-basis-point change in our cost of equity

assumption changes out fair value estimate by
approximately $2 per share.

Econonic Moat

We believe the regulated nature of the majority of
NiSources operations provide the company with a narrow
economic moat In exchange fonts monopoly position, state
and federal regulators set reflims at levels that aim to keep
customer costs as low as possible while providing adequate
retums for capital providers. This implicit agreement
between regulators and utilities should, in the long run,
allow NiSource to earn its cost of capital.

Moat Trend

We believe NiSource’s moat trend is stable. We do not
foresee a long-term change to the firm’s business as a
monopoly provider of natural gas and electricity, nor do we
see changes to its compact with regulators in the states it
serves. The majority of operating eamings are from
FERC-regulated natural gas transmission pipelines,
regulated natural gas distribution businesses, and a
regulated electric utility. FERC provides transmission line
owners retum on equity levels that are usually superior to
state commissions. In addition, FERCwiII notallow any new
competing pipeline without a clear need for the capacity.
As with all regulated utilities, we think regulatory caps on
revenue and returns preclude NiSource from establishing a
wide economic moat
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Bulls Say/Bears Say

Bulls Say

NiSource can add gathering and other nonregulated
pipelines connecting to its main transmission system
at returns on invested capital exceeding 15%,
significantly higher than allowed returns from
regulated assets.

NiSource has leases for up to 2cJJlOJD acres in the
Utica shale-gas formation. Originally leased for
natural gas storage, the mineral rights fordrilling will
likely be sold or used in negotiating agreements for
new gas gathering and transportation infrastructure.

FERC regulation tends to be less influenced by political
agendas versus state regulatory bodies. This usually
provides more constructive regulatory decisions and
higher allowed returns on equity.

Bears Say

Almost SOY0 of NIPSCO’s electric sales are to
industrial customers, higher than most utilities.
Industrial sales are more sensitive to the economy
than residential and commercial sales.

Continued weak natural gas prices could reduce
shale-gas drilling activity in the Marcellus region,
reducing opportunities for new gas gathering and
transportation projects.

b Mild winter or summer weather negatively affects
NiSource’s earnings.
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Credit Analysis

Five Year Adjusted Cash Flow Forecast (USD Mill Financial Health

On September 14, 201Q NiSource entered into an20124) 20134) 20744) 20154) 20764)
Cash and Equivalents frginningofpenod) 172 343 270 274 238 agreement for a forward sale of 24,3 million shares (27.4
Adjusted Free Cash flow 230 197 295 324 shares with underwriter’s overallotment) at a net price ofTotal Cash Available before Debt Service 554 286 300 322 496

$1472 per share (subject to adjustments). NiSource has
Rndpal Payments

— — — —

— statedthatitwillsettietheforwardagreementbydeliveringInterest Payments -395 -410 -425 -437 -446 .

shares in the 2012 third quarter. The equity issuance hasOther Cash Obhgations and Commitments
— — — — —

Total Cash Obligations and Commitments -395 -410 -425 -437 -446 improved the company’s credit metncs. Total debt to
capitalization at 59% is still on the high end of the utility

Cumulative Annual Cash Flow Cushion
sector, but we think this is manageable considering the

PossibieUqwdityNeed — diversity and visibility of the company’s earnings.

Capital Structure

0. With approximately $67billion in capital spending planned. I between 2012 and 201E1 we expect NiSource to be a
frequent debt issuer NiSource has less than $1 billion of

debt

coming due in 2012 and 201 and we estimate will
Adjusted Cash Flow Summary

issue approximately $3D million of additional debt during

55DMWIions Commi5nn the next couple of years. Given NiSource’s cash from
Beginning Cash Balance 172 82 operations, and improved balance sheet as a result of theSum of 5-YearAdjusted Free Cash flow 661 31.3
Sum of Cash and 5-Year Cash Generation 833 395 recent equity issuance, we do not expect the firm to issue

equity in the foreseeable future. In addition, we expecttotal
RevolverAvailability

—

— debtIEBITDA to modesdy improve to less than 45times byAsset Adjusted Borrowings epayment)
— —

20l6year-end from our projected level of 51 times at the
Sum of Cash, 5-Year Cash Generation, Revolver and Adjustments 33 end of 2012
Sum of 5-Year Cash Commitments -2112 —

Enterprise Risk
Credit Rating Pillars—Peer Group Comparison

Regulatory risk remains the key uncertainty, as the majority
NI Sector Univerve of operating earnings are from businesses that are state-

Business Rsk 6 50 or FERC-regulated. That said, NiSource’s regulatory
Cash Row Cushion 9 90 exposure is diversified due to gas distribution operations in
SolvencyScore 9 seven states and its federal-regulated transmission
Distance to Default 10 42 4.6 .

Credit Rating BBB BBB÷ BBB+
pipeline. FERC regulation tends to be less influenced by

Source Msrnisgstar Estimates political agendas compared to state regulatory bodies. This
Note. Scoring is on a scale 1-iD, 7 being Sest, 10 being Worst usually provides more constructive regulatory decisions and

higher allowed return on equity.

Another potential risk for NiSource’s gas transmission and

Momingsrar 201200 RaghO Resersed, Mornirgsur’s Credit Rabngs 5 Research is produced and offered by Morningsrar, ire, whch is nonregistered with the U.s. 5ecudues and tachaege Cnnrrnsnisn as a Naeonaiiy Recogezed StaUsscai Raung Urgarizatee Rage 6sf 19rNesRs’ I Urriess otherwise preached in a separaTe agreement you may use ths repertonly in the c005roy in whobirs edrpne’ disufbutonis based. The inlomioUsa dara. analyses end nprsnrs presented herein do retceosstute inansonenteduim: am vrovdedsafety mr infonrradrerai purposes end therefore are ret en offerS buy or seW a secant,: and am not wananred so be concet comufere or ac000m, the cØnisns eapressed are as ofthe date enteR and are subjert so change ertlaut sesce. Eoceps as oUrerorserequ red by iaw, Mceingscer ahab ron be responsible for any reading dedsioers. damanes or oflwrissses resciupo from. or mirted Ta. Ore Iniermatos data. anaipes or sprions orereir Line. TOe intonnahoe cotrred norcir is the prapflcrarp prreoey DY
Morrnngnrar and may nenbo reproduced, in whOe or in part orated in any marneg wimnutme pnor wroen consent of Momingotar. To order repnnin. caN i 312..6r20 Is hcense the researcft can ch 3r2..EW9
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Credit Analysis

storage segment is continued depressed natural gas prices
reducing drilling activity in the Marcellus and Utica
shale-gas producing regions. We assume NiSources
infrastructure investments will produce strong earnings
growth, and a decline in drilling activity would negatively
affect the amount of this investment and earnings growth.

NIPSC0 has started an $850 million capital spending
program, most of which has been approved by the Indiana
Utility Regulatory Commission, to address environmental
compliance at its four coal-fired power plants. However,
environmental rules could become stricter, requiring
additional capital investment or added operating cost that
may have uncertain cost recovery. This is a risk facing all
power plants, especially coal-fired ones.

e Momiegstar 12 All fights Resemed. Momrngrrrs Credit Ratings & Research is prodoced and offered by Monningntar. Inc. which is notregrseered with ton U.S. Snwdsns and Exchange Commission as a Nationally Recognised Stassneal Radeg Urganrsasnrr ogge 7 of 59(NR5RO1 tithes, otherwise preceded ins separate agreement yea may stir this reportoery in Are cotiemy inaMth its onr.aI disuibotonrs based. The mtonnatnnt data, analyses arid aeroes presented herein do out tsnsttate rnvesnnent advice. are provided
solely or ralommabcenal purpnses and themfore am not an offnrrn buy or sod a seesntte aba am not wanantad so be rennet corr-Øorn or accents The eØrioru expressed are as of the darn wnmrn and are subjeet to chores w:thnst notice. Except as otherwise
mqramd bylaw. Momrngsrar shall rrettie respoerudie foranyoaolng newman, dsmaaesneotheniossesressddr9 from. ordearad rw ton intoemnaders data, analyses erflinns orteercne Thernfusaadus cenrained hardier, the prophetary propertyof
Monnngstar and may not be repreducco in whole on in pare or rend in any mannec without the pderwhuon consent of Momingswe To order reprets. call .1 312-6bu.A1W To license the reneanch. call •T 312-EhefORto
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Management & Ownership

Institutional Transactions

Top 58uyers
Undrly L&G Pen PBIC Oversea Consensus dx
Undrly L&G Pen Rv1CGIb Eq 7030 Idx
Undtiy L&G Pen v1C GIb Eq 5040 ldx
Undrly L&G Pen PMC Consensus ldx

Unddy t&G Pen F?vlCGlb Eq 5050 ldx

Top SSeIlers

T. Rowe Rice Mid-Cap Value

RBC US Equity GIF

T. Rowe Rice Equity Income Port II

SSgA Russell Large Cap Index -Class I
RBC Balanced GIF

****

**

***

****

**

Rerffolio Date

31 Dec2011

31 Dec2011

31 Dec2011

31 Dec2011

31 Dec2011

Management Activity

Name

ROBERT C, SKAGGS,] R
MR. GARY L NEALE

JIMMY D. STATON

CHRISTOPHER A. HELMS

STEPHEN P SMITH

CARRIEJ. HIGHIMAN

ResiDon

CEO/Resident/Director, Director

Director

CEO, Divisional/Executive VP

Executive VP/CEO

Executive VP/Other Executive
Officer
Director

Shams Held

947,145

324, 720

303108

257,426

236 291

181,950

154,559

148 562

127,508

MR. STEPHEN PADIK

MICHAELW. O’DONNELL

ROBERTO. CAMPBELL Senior VP Divisional

Repxrt date represents Use date on which the owner’s common shams held was audited.

Fund Ownership

Stewardship: 16 May 2012

Robert Skaggs inherited a debt-heavy balance sheet and a
shaky dividend when he became CEO in 2tYJS Since then,

RnpoKDate IntiderAcoety these problems have been addressed. In addition,
05 Mar 2012

— management has reduced regulatory risk by achieving a
favorable settlement for NIPSCO and several of its gas

28Jan 2011 — distribution companies. The company also appears to have
31 Jan2012

— a disciplined capital approval process for its nonregulated
31 Jan2012

— investments.
17 A pr 2085

19Mar
— In 2011, Skaggs earned total compensation of31Jan2012 —

approximately $5 million. We believe this is a reasonable
level of compensation considering NiSource’s size and
complexity. In addition, we think the significant portion of
total compensation thatis long-term and based on financial

Chan
RejxDate results and total shareholder return is aligned with

— 31 Mar2012 shareholders’ interests.
14 llMay20l2

189 31Mar2012
84 31Mar2012

113 31Mar2012

— 3OApr2Ol2

163 29Feb 2012

1,308 31Mar2012

— 31 Mar2012

$ of Shams
Held

353

1.53

1.25

1.21

1.18

Top Owners

T. Rowe Rice Equity Income

Utilities Select Sector SPDR

Vanguard Mid Cap Index Ins
Vanguard US Total Madeet Shares (AU) ETF
Munder Mid-Cap Core Growth I

Coecontrated Holders

Flex Funds Utilities and Infrastructure
Tortoise MLP& Rpeline Insti

Reeves Utility Income

EIC Energy Utility CHF I

% of Fund
Assets

1.02

1.63

028

004

1.89

Momingster
Re U eq

***

****

****

***

****

004 889

007 582

046 S55

005 508

Momiegster % at Shams
Rabng Held

068

068

068

068

068

% of Fond
Assets

002

001

001

001

001

Shares
Beught/
SHe Qo)

1,920

1,916

1,897

1,086

1,081

1.16 092 -887 31 Mar2012
019 045 -383 31Jan2012
015 1.05 -177 31Mar2012

— 005 -154 305ep2011
007 005 -142 31 Jan 2012

O Momingsur ontts All eights Resersed, Mnmingsrar’s credit Rodngs & Researdr is produced and offered by Momingsrar Inc., which is noteegistered with the U.s. Seniddes and Eachurge Cerrrnissron as a saonnaily RecogAized tratstcal Ratng UrgenizadontNRSRU’} Unless ethereise provided in a separare an’nemcnt you may use teas eepertehiy in the onanoy in whohitson5eai disnrbwtorrs bared. The informatom data. aralsses and nprsoos presented tre,ein do not crescurte invnsnneer athecte am providedsdeiy for ir!orm000na psnposes and Utetetore are not an otter to bog or sell a sewney and are notwanamad to be rennet ccerphito or accurate, the oprrdtes eapro5scd are as 05 the date written and are sttsjna to change wiOrtutretce Eareptac odm’usiserequired bylaw. Mowogsrar shal not be msponsiae tar any trading dedhons. damages orother losses eescddng tram, or related to. me infonnaton. darn, analyses ar opdcw ortheir we. ftc inlomaton cnntaincd heroin 5 Urn proprietary property ofMcnnnysrarandrnayeotbernprodueed. inwhr’eorinparr. orusedinanymamet wixreurarephorwdorenreenenrofMoningsoac toordormprints. cot ci 312.He.xrm Iohccrrsnthareseardv ct .1 3t2.-6
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NiSource’s Infrastructure Investments Overshadow

Solid First-Quarter Results 01 May 2012

On May 1, NiSource NI reported solid 2012 first-quarter

earnings. However, the favorable results were

overshadowed by managements announcement that they

are very close to a joint venture agreement that would

include a significantdownstream infrastructure investment

opportunity in the Utica play. In addition, NiSource

announced two gas transmission and storage segment

projects totaling $370 million.

The JV and the two projects provide further confidence that

the company will sustain the recent higher level of capital

spending exceeding $1. 4billion in 2012, which we estimate

will drive 8% annual EPS growth during the nextfive years.

NiSource reiterated 2012 operating earnings guidance of

$1.40 to $1.50 per share. Our 2012 EPS estimate of $1.42

is unchanged. We are also reaffirming our $23 per share

fair value estimate.

First-quarter weather-normalized operating earnings were

$076 per share versus $074in the same period lastyear.

Mild weather f23D/0 warmer than normal) decreased

residential and commercial gas distribution sales and

throughput in gas transmission and storage, and reduced

GAAP earnings by approximately $Q08 per basic share.

Operating earnings benefited from strong industrial gas

distribution sales and the impact of higher rates due to the

NIPSCO, Columbia Gas of Ohio, and Columbia Gulf rate

cases in 2011. Employee and administrative costs were

lowerforgas distribution and gas transmission and storage.

primarily pension-related costs. In 2011, NiSource made

accelerated pension fund contributions of $40) million,

which helped first-quartet earnings.

Management indicated that itwas in advanced discussions

with an individual producer counterparty regarding a JV

utilizing NiSource’s acreage position in the liquids-rich

portion of the Utica Fiay in Eastern Ohio. NiSource would

provide gathering services and cryogenic processing and

make a “significant’ downstream infrastructure investment

Managementindicated thatithoped to be able to announce

details in the next month or so.

In addition to the potential JV. NiSource announced the Big

Fine Gathering System anchored by a long-term agreement

with XTO Energy. The 70-mile, $150 million project in

Western Pennsylvania is expected to be in service in

December2012 Like the J V, it also would not be subject to

regulation and likely has the potential for higher returns on

invested capital than FERC-regulated pipelines.

The other newly announced project is the $220 million

Westside expansion that will transport Marcellus

production to Gulf Coast markets utilizing NiSource’s

Columbia Gulf pipeline. Binding long-term agreements have

been signed with two shippers and the project subject to

FERC regulation, is expected to be in service in late 2014

These project announcements and the JV demonstrate the

value of NiSources pipeline footprintin the Marcellus and

Utica shale plays and provide additional visibility on the

company’s investment opportunities that we believe are

likely to drive strong earnings growth over the next five

years.

NiSource Under Review l3Apr 2012

We are placing NiSource N under review as we transition

coverage to a new analyst

ge9of19Maningotar wfz All Rghre Reserved Moningsras Cnnd,t Patton & Reuaarthis produced end offered byMsm ngsrar lr, whehis nstrc9etered with nra U.S. Semnues and RaUrange Cumnosoon as Nonentlyhecomized Stats5cal Roseg Onganioabon
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Morningstar Analyst Forecasts

Financial Summary and Forecasts

Forecast

Valuation Summary and Forecasts

RI ce/Fair Value

Rice/Earnings

EV/EBITDA

EV/EBlT

Free Cash flow Yield %

Dividend Yield %

Key Valuation Drivers

Cost of Eq ui ty

Credit Spread for Debt%

Weighted Average Cost ot Capital %
Cong-Run Tax Rate %
Stage II EBI Growth Rate %

Stage II Investment Rate %
Rirpetuity Year

2010 2011 20124) 20l3lE)

1.04 1.40 - -

144 17.6 17.7 164
51 101 96 8.7

135 161 14.7 13.3
-05 -31 -07 -07
52 39 3.8 4.3

Discounted Cash flow Valuation

Present Value Stage I

Resent Value Stage II

Resent Value of the Rirpetiiity
Total Firm Value

Cash and Equivalents

Net balance sheet impact

172 — 054
act):) — -24,94

-7,782 — -24.40
425 — 1.33

7,a12 — Z512

319

3-Year 5Vomi
Growth 3t YcY) Hist cAGR Dec 9 Dec2010 Dec2011 D20t2 02013 Pm) CACR
Revenue

— — -34 -63 -8.5 102 —

EBIT
— — 128 -01 11.7 109 88

EBITDA
— — 7.9 -39 82 9.5 7.0

Netlncome — 164 14.0 59 157 103
Diluted EPS

— — 137 107 5.2 77 82
Earnings Before Interest afcerTax

— — -580 128 -23.8 Z9 -07
Free Cash Flow tothe Firm

— — -88.4 -44.7 -6.8 -163 17.1

3-Year 5-Yom’
Phoritability Hitt Avg Dec 2tUA Dec2010 Dec2011 Ve20l2 D2013 Pen) A sg

Operating Margin % 73.8 121 141 18.1 184 185 183
EBITDA Margin % 228 21.0 234 24.0 284 28.2 27.5
Net Margin% 4.5 37 4.6 8.2 75 79 79
FreeCashflowtothefimimargin% 18.1 438 67 39 4.0 3.0 4.5
ROlCwith Goodwill % 10.8 17.9 7.0 7.5 55 56 5.7
ROICw/outGoodwill % 14.2 237 62 57 7.0 7.1 7.1
Return on Assets, pretax% 57 52 4.6 4.4 4.8 51 5.2
ReturnonEquit% 7.2 95 60 61 7.8 84 8.8

3-Year
Hist AvgLeverage Dec 2WY Dec2010 Dec2011 D20t2 De20l3

Debt!Capital 060 058 058 061 059 059
Total Debt/FBIIDA 509 4.87 4.89 558 572 4.82
EBllDAilnteresttxpense 3.72 349 384 384 3.96 4.18

5.y.

p°* A g

058
4.70
427

Debt

finn value r5hare
USD Mil fYt) value

1,174 51 358

13385 91.9 41.97

14559 1(XtiO —

105 Other Adjustments

25 Equity Value

7.6

38.0 Rojected Diluted Shares

3D

138 Fair Value per Share 1USD)

15
The data in the table abtve repreuent buse-cane fnrvcauts, When probability-weighted

Additional eotimareo and ocenanies available for download at http,//select morningstar.com. acenario analysis is performed, the sum of per share values may differ from the Fair Value
Estimate

° Morrinyster tZ us Roqhn Reserved. Mvmingster’s credit Ratngn & Research is produced and onemd by Monarroster Inc. whdr is rant rerpstered coth thetiS. tecuntes and taciinnge Cum.misnov as a Nosrarahy Recnynixed ttotshcai Reueq Orgvrdzaton
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required byiaw, Mominqsnarshail nurbe respensibie toranynading dtdsions, damages oroureriosses rescuing tom, oemlatod to, theintunnabon, data, analyses nr opinions urtheruso. the intonoabcn contained hemin is the pnpdetarypmpertyot
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Morningstar Analyst Forecasts

Income Statement (USD Mu)

Forecast

Dec Dec2010 Dec 2011 O2Ol2 O2O13
Total Revenue 6l9 6x22 O19 5,508 6,069

CostoIGoodsSold 318 2.974 2.556 1,897 2,248
Gross Profit 331 4’ 463 3,611 3,821

Selling, General & Administrative Expenses 1,653 1,656 1,723 1,760 1,814
Research & Development Expenses

— — — — —

OtherOperating Expenses )ncome) 284 287 295 287 295
Restructuring & Other Charges (Gains) 19 2 17 — —

Depreciation Expense )treported separately) 589 596 538 551 589
Amortization of Other Intangibles f reported seperately) — — — — —

AmortizationAmpairmentof Goodwill
— — — — —

Total Expenses 864 F516 4495 4,946

Operating Income BII) 786 861 7,013 1,123

Interest Expense 399 392 377 395 410
lnterest& Other Income (Exoense) 10 -78 -4] 15 19
Pre-Tax Income 436 4W 633 732

Income Tax Expense enefit) 156 142 163 221 256
IncomeAfterTaxes 231 1)4 412 476

Minority lnt.erest& OtherAfter-Tax Operating Additions — — — — —

to subtractions from) Eamings Before Interest
eferred Dividends)

— — — — —

After-Tax Non-Operating Income, Extraordinary Items (tosses) -11 -3 -5 — —

Discontinued Operations, Accounting Changes

Net Income Q.oss) 221 412 476
Net Income (toss)Exduding Charqes 295 341 389 412 476

Diluted Shares Outstanding girlul) 276 289 289 290 312
Diluted EPS Induding Charges 089 1.04 1.03 1.42 1.53
Diluted EPS Excluding Charges 1.07 1.22 1.35 1.42 1.53

Dividends FrCommon Stare 092 092 092 096 099

EBITDA 1315 1, f, 1,564 7,712
EBlTDAwithoutreshucturing 1,1)4 1,5)6 7,446 1,564 1,712

C Mwnrirnsrar mis vu R.ghm Reserved M.trninesrar’s CeeditRatn1s & Researer is peodccd and offered by Morrirgstar Ire, wlichisnetrnasrered with Ore Us. tewoites end Exchange Cwnmissioe as a NatonvllyRecegnizcd tratsUcal Ralrrg xrgrr,oatcr ge 11 of 19
tNRSR1 Uriens otherwise prearded in a separate apreomtnt you may use th5 repro crly in Or county or wEdch its odriral d.smbutoris based, lire rnfoerrasoe, dath, analyses and opmees presented Screw do net consttito invenenent advice, are prodded
eddy for inlorrnatenal purposes and therefore a’e rot an offer so bge o’ son e securrp and ac rot warranted or be correct cwmpere oracoxato. The opirhons expressed am as altec date wditee and am subjrcr to charge whttreutnoUco Except as odrerarse
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Morningstar Analyst Forecasts

Balance Sheet (USD Mu)

Assets

Excess Cash & Investments

erating Cash & Equivalents

Accounts Receivable

Inventory

Forecast
Dec Dec2010 Dec2011 D2Of2 D2Of3

—

— 112 261 179
191 212 56 83 91
8)3 1,079 855 155 831
547 428 556 421 499
67?

______

730

______

655

______

600 630
2224 449 22 Z119 2,230

Other Short Term Operating Assets

Total Current Assets

8-operty8ant& Equipment Net 10684 11,09? 11,830 12,650 13,416
Ropertyflant& Equipment Gross 18038 18593 20470 21,811 23,226
(1ccumulated Depredation) -8354 -8493 -8670 -9,221 -9,810

Goodwill, Net 367? 3677 36?? 3677 3,677
Other Intangibles 328 309 298 298 298
Other Long-Term Operating Assets 1,810 1,851 2183 2200 2,310
Deferred Tax Assets

— — — — —

Long-Term Non-Operating Assets, induding Fnsion items 557 556 562 502 502
Total Assets 1Z72 19 7C 21,446 22,433

Liabilities

Accounts Payable 982 582 435 298 395
Short-Term Debt 822 1,417 1,687 1,500 1,500
OtherCurrentliabilities 1,826 1,651 1,525 1,500 1,575
Total Current liabilities 1&) 26’E 646 3,298 3,470

Cong-Term Debt 5985 5936 6267 6,500 6,750
Incremental Debt Requirements

— — — — —

Total Cong-Term Dtht 966 Th 6 6,500 6,750

Long-Term Operating liabilities 1,559 1,593 1,810 1,850 1,943
DeIerredlaxliabilities 3018 2210 2542 2792 3042
Cong-Term Non-Operating liabilities 1,726 1,625 1,445 1,445 1,445
Total liabilities 14418 1O16 1711 15,885 16650

Preferred Stock — — — — —

Nhnonty Interest — — — — —

Shareholders’ Equity

Common Stock 4,854 4,923 4,987 4,997 4,997
Additional Paid in Capital

— — — 425 479
Retained Earnings efldt)

— — — 139 307
([reasuiy Stock)

— — — — —

Othertquity
— — — — —

Total Shareholders’ Equity 44 4 41 5,561 5,783
Total Liabilities + Shareholders Equity 1272 1939 apc 21,446 22,433
Difference, from analyst adjustments and restatements -1 — — — —

C tsornngstar 2OIZAn Rvgho Resereed Morrunlsnur’s CeeotRas’rgs & Resenrdr is prod.wed and offered b Morniragafar Inc. whidris notmRsreredavithOnn US. Secunses and Escnrange commisnion coo Naoonallyeecogrszed srntsscol Rocegongaraxason Page l2of 19CNR5RO’) Unless otherwise provided ma separate agreement you may use this nepoitonly is the cuveby in whidr its original distributor is based. The infonnaban, darn, analyses and opinions presented herein do notconsotvte inveshment advice; am provided
solely for infonnadonal purpones and therefore are not an offer to buy or sell a seconfy and are not warranted to be corrert complete or accurate, the opinions expressed am as of the dam wdwn and are subjectfo change withoutnodce. Except as otherwise
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Morningstar Analyst Forecasts

Cash Flow tUSD Mu)

Net Income from Continuing Operations
Depredation Expense

Amortization of Other Intangibles
Impairment of Goodwill

Other Non-Cash Adjustments to Operating Income
Deferred Income Taxes & Other Adjustments to Net Income

Changes in Operating Assets and Liabilities
ncrease) Decrease in Accounts Receivable
)ncrease) Decrease in Inventory
ncrease) Decrease in Repayments, other CurrentAssets
Increase Jecrease) in Accounts Payable
Increase ecrease)in Other Current liabilities
Cash from Operations

259

129

25

-192

481

11

-244 220 100

103 -142 145

42 83 55

38 -155 -137

-359 -269

_______

-25
777 9) 1,351

capital Expenditures) -777 -004 -1,125 -1,400 -1,355
Acquisitions)

— — — — —

Asset Sales & Dispositions of Discontinued Operations 6 1 9 — —

Other Investing Cash flows (Oatiays) 117 -140 -34 23 -18
Cash from Investing -656 -944 -1,1’ .1,378 .1,373

Common Stock (LJrchase) or Sale 8 13 21 425 54
Common Stock Jividends) -253 -256 -258 -273 -308
Referred Stock lssue/’urchase)/g)ividends) — — — — —

Short Term Debt Issuance and etirement) -1,061 1,200 -23 -187 —

Long Term Debt Issuance and etirement) 200 -821 541 233 250
Minonty Interest Addback of Income (Loss) Distribution

— — — — —

Other finandng Cash Rows (Oatiays)
— — — — —

CashFromFinancing -1,016 216 1 198 -4

Benefit (Loss) from Exchange Rates/Discontinued Operations, etc. -234 -57 -56 — —

NetChangeinCash 16 -8 2 171 -73
Change in Cash on Balance Sheet 191 21 -40 171 -73
Difference, from analyst adjustments and restetements -175 -29 42 — —

ge l3nf 19

Dec 3tm OecZflO

218 292
589 596

9 102

403 207

Oec att 1

299

538

134

212

Forecast

Oe2Of2 Oao2Ot3

412 476

551 589

250 250

.77

-78

-30

97

75

1,303

C Momirgsran wnz All hghts Rerereed. Msmrrgstar’s credit Raangs 5 Researdr is produced and offemd by Momregstat mo, whreh is rot registered with the as. SecuAUes and Exchange carrmrssiae as a Nasanally Recognized Stassacal Raung SrganrsaaonrNR5RA) Unless otherwise presided in a separaso agreement you may use hr mp000rdy reSin 000noy in wtnsh itsenolnal thsrnhuronrs based rho info-masons data. nralyses art smoonapresented herein dseon 050sshsre rnvesnrrent ad-rem a’e providedsaery forrntseeasroral purposes and Demfore are flea an after to lety enrolls securey art am notwxrmnand to be correct complete so a:ui.rtse. nhe 005055 exoressed am as at Ore dale written art am subjecsto orange wEthleatnohee. Exceptas otherwiserequired by law, Monngsaar shall nov00 respoesore for any 0-aung decolses, damages at other lasses rebaceg trrwr, or related to, the intaneadee, darn, analyses or opriers or their use. TUe rrtoneanen caceained herein is me yropdetary property atMenunrysrarord mayes000 mpeeeuceA inwhole arm pans arrored in any rancor wr5oa:the pnerwroen serseetatMerrbegstar Ta ardormpinta. Cal —1 312--Atw no license the mseard. call sit
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Last Pnce Fair Value Consider Buy Consider Sell Uncertainty Econonic Moat5 Moat Trendea Stewardship Moningutar Credit Rating Indushy Group
2509usD 2305usD 1610usD 31.05usD Medium Narrow Stable Standard BBB Utilities -Regulated

Comparable Company Analysis
These companies are chosen by the analyst and the data are shown by neatest calendar year in descending market capitalization order.

Valuation Analysis

Price/Earnings EVIEBITDA Price/Eree tush flow Price/Book Price/Sales
Fice/Fair

Value 2011 2012(E) 2013(E) au; 2012(E) 2013(E) 2011 2012(E) 2013(E) 2011 2012(E) 20l3(E) 2011 2012(E) 2013(E)

093 — 130.9 257.5 — 8.9 91 — NM .5236 — 20 2.0 — 1.9 1.6
1.09 123 753 14.9 7.9 8.9 82 NM NM NM 1.3 1.4 1.4 1.3 7.6 1.4
1.02 144 71.8 11.0 141 12.1 11.5 488 90.3 43.5 26 24 22 1.9 1.9 1.8
1.05 139 13.7 13.1 7.4 7.1 58 NM NM NM 1.3 1.2 1.2 07 07 06

135 429 74.1 98 93 97 488 903 -240.1 1.7 7.8 1.7 1.3 1.5 1.4
1.l 17.6 77.7 16.4 101 9.6 8.7 NM NM NM 1.3 1.3 1.2 1.1 1.3 1.2

ROtC without Geodwill % Rehire en Equity %
Last Historical Year

Total Assets
7ulil( 2011 2072(E) 2013(E) 2011 2012(E) 2013(E) 2011 2012(E) 2013(E) 2011 2012(E) 2013(E) 2011 20I2(E) 2013(E)

— USD 94 108 108 100 11.4 17.4 159 775 191 84 92 92 — 63 7.3
32356uso 65 5.2 5.1 68 5.5 5.4 144 10.7 97 64 5.5 5.7 33 3.8 4.0

— us 69 7.1 70 7.4 76 76 130 14.8 148 64 72 74 32 33 3.5
7,283USD 7.8 6.1 63 88 6.9 7.0 90 9.4 9.2 63 6.6 6.6 4.2 4.3 4.5

7.7 73 73 83 7.9 79 131 73.0 13.2 89 7.1 72 36 4.4 4.8
Z7USD 7.5 5.5 5.6 7 7.0 7.7 ai 7.8 8.4 44 4.8 5.1 9 3.8 4.3

EPS Growth %
Last Historical Year

Revenue
7vlil( 2011 2072(E) 2073(E) 2011 2012(E) 2013(E) 2011 2012(E) 2073(E) 2011 2072(E) 2073(E) 2011 2012(E) 20134)

8109USD 1.6 21.4 142 7.7 24.1 8.8 -81.9 1393 -492 -1054 2157 -842 59 59 11.2
lQO36use 17.5 -5.7 122 645 8.0 82 885 -25.2 22-1,1620 -02 -57.2 241 33.4 5.0

Z287u5D -36 41 47 -102 208 60 -125 21.9 77 43 -459 1077 54 44 49
4,348USD -92 31 27 -35 40 58 -1.5 85 44 -121.8 999 -720 1.7 27 30

01 5.9 8.5 14.6 74.2 7.2 -1.9 361 -8.9 -2112 67.4 -24.9 93 11.6 60
O19USD -3 .8.5 70.2 .01 71.7 10.9 107 5.2 7.7 6703 .75.8 5.0 -21 £2 5.0

ROtC with Geodwill %

Company/licker

Kinder Morgan Energy Partners LP

Sempra Energy SR(:. USA

AOL Resources, nc. GAS USA

Amios Energy Corp 10 USA

Average

NiSource Inc NI US

Returns Analysis

Compary/Scker

Kinder Morgan Energy Partners [P

• Sempra Energy

AOL Resources, Inc. CloG USA

Ahiios Energy Corp All’) USA

Average

NiSource Inc Nt US

Growth Analysis

Company/Ticker

K(nder Morgan Energy Partners LP

Sempra Energy 55/ (l51.,

AOL Resources, Inc. GAS USA

Atmos Energy Corp AU) USA

Average

NiSource Inc NI US

Return on Assets, Pretax % Dividend Yield %

Revenue Gruwth % EBIT Growth % Free Cash flow Growth % Dividund/Shure Gruwth %

© Momingstur 12 Vii Oghts Reserved. Moeningstars cneditRaengs & Research is produced and etferrd by Momrngstar, Inc. whrch is nntreginrered with the U.S Securities ard Eechangr Crmnrrssron usa Nasonasy Recognized Srosstcai Rasng OrganizationI’NRSRO( Uniessethenvise pmededina sepanreagmement youmoa use rtosrcporrmdyintheceunttyinwtxchrtsonanraf disteburenisbased Iheinfsserabsu data. anaises and oprdwopnnssoncdherendonotcrestrerornoesteeera&urce, areprovidedsteely ran rntsrmxirnai prurpases and therefore are ersan oiler to buy or ccii a screnty and am notwamanted to be coroect can’Ønto en acurnete, tire cpzranes enOressed ore on of Lie date wntten and am subject to change euthout roUSe. Except as otreOs150
mqumd bylaw. Msmingsranshai natbe respanuele foranyovdirng ondsions. damages another iesses rebaangirmmr, unrelated U, the inieneedoo darn, aeSyses Dragoons crtho;r use, the inionmasw cuntained heranisme pmpnetarypmpersyof
Moovngsrnrand may rootbo repnoduw0 inwixele onin part unused many marerer wrthtsutthe pdonwnttnn cunsentof Morrirrgsrno It ordenrepdnth, cut ci 312.Ew.erm toFeense ore neseanch car —r 3r2-e
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Comparable Company Analysis
These companies are chosen by the analyst and the data are shown by neatest calendar year in descending market capitalization order.

Profitability Analysis

Company/Ticker

Kinder Morgan Energy Partners CP

Sempra Energy SU’ USA

AOL Resources, Inc. (,c: iyc/.

Atnios Energy Corp AlL) IJSA

Aeerage

Company/Ticker

Kinder Morgan Energy Partners LP

Sempra Energy SU1. USA

AOL Resourtns, Inc. USfs

Atmos Energy Corp 10 USA

Average

NiSource Inc NI US

Gross Margin %
Last Historical Year

Net Income
fvlil) 3)11 2012(E) 2013(E) 3)11

83usD 1050 1000 100.0 356

1,357uso 587 652 63.7 350

354USD 526 53.8 54.0 266

199USD 355 31.1 31.6 162

605 625 623 27.1

9uss 57.5 65.6 63.0 240

Debt/Equity %

Last Historical Year
ToOl Debt

pulil) 3)11 20I2(E) 2013(E) 3)11

13976usD 144.1 1654 179.6 583

10863usu 1104 1096 114.1 522

3l64uso 1820 170.1 157.7 64.5

3415uSD 107.1 1108 109.6 51.7

1359 1390 1403 56.7

7,954usD 12 1439 142.7 614

Liquidity Analysis

Company/Ticker

Kinder Morgan Energy Partners [P

Sempra Energy USA

AOL Resources, Inc. (AS lISA

Atnios Energy Corp AU USA

Average

NiSource Inc ‘: US

Cash per Share
Market Cap

fuRl) 3)11 2012(E)

18700usD 500 8.28

15484usD 1.14 074

4,447usD 679 5.77

3943usD 1.45 3.91

38 4.7

7,1U5D G& 1.18

Net Cash per Share

2013(E) 3)11 20I2(E) 2013(E)

788 -3379 .3659 -39.35

065 -4383 -47.97 -5234

512 -3393 -34.79 -35.05

3.22 -2519 -25.54 -2706

4.2 -342 -362 -385

6.87 -91 .26.38 -26.59

CFO per Share

3)11 2012(E(

7.07 8.15

7.73 9.08

635 601

643 6.17

69 7.4

19 4.65

EBITDA Margin % Operating Margin ¾ Net Margin ¾

NiSource Inc NI US

Leverage Analysis

Free Cash Flow Margin ¾

2012(E) 2013(E) 3)11 2012(E) 2013(E) 3)11 2012(E) 2013(E) 3)11 20l2(E) 2013(E)
36.2 35.0 240 245 23.4 1.0 21 1.0 -09 -23 -03
31.0 302 352 199 19.2 13.5 108 9.8 -97 -10.2 -4.5
298 301 196 228 23.1 89 105 108 4.0 21 4.1
165 16.9 102 11.1 11.3 46 4.8 49 -09 -1.8 -05
284 281 185 19.6 193 7.0 7.1 66 -1.9 -31 -03
28.4 28.2 148 18.4 16.5 S2 7.5 7.9 44 -0.9 -0.9

Debt/Total Cap °/ EOlToNtnterest txp. Total DebIJEBITDA Assets/Equity

2012(E) 2013(E) 3)11 2012(E) 2013(E) 3)11 2012(E) 2013(E) 3)11 2012(E) 2013(E)
61.6 63.4 55 57 55 4.4 4.3 4.3 28 3.0 3.2
521 53.1 65 57 5.7 36 40 40 34 3.3 3.3
63.0 61.2 85 5.4 5.6 82 4.5 4.2 43 4.1 3.9
526 523 4.7 50 48 34 3.6 3.5 32 3.2 3.2
573 57.5 56 5.5 54 42 41 4.0 34 34 3.4
59.0 56.8 8 4.0 4.2 5 5.1 4.8 41 3.9 3.9

Free Cash Flow per Share Payoat Ratio ¾

2013(E) 3)11 2012(E) 2013(E) 3)11 2012(E) 20l3(E)

8.70 -022 -0.66 -010 NM 5642 1,2356

934 -405 -400 -1.94 324 57.8 59.4

582 1.17 063 1.30 685 587 57.5

644 -044 -089 -025 597 581 582

76 -09 -1.2 -02 535 184.7 3527

4.18 -Qil -0.17 .0.17 86.4 66.3 6(6

C Moe,ngstar fZ All Agho Resemed Morredstar’s Crc-dir Aaoisgs U Research is pmdveed and orrerea by trkvrsirsgstar, Irse, wftth Is our reg’stered with the U.S. Secunses and Eozhsrrge Cronnossion usa Nusomolly Recogrdsed Stassscal Ruong Orgurvauson
CNRSRaI Unless otherwise proedod in a separate agreement you may use this repoftoely in the county in which its ongrnal disorbusoris based, The inlomaoon data, analyses and opinions pmserted hemin do not coorS saw rnvesOnent advice; urn pmurded
solely foeinfoenaUonal purposes and therefore am noran offer to buy or sell a securitY and am notwananfed to be correct complete or accurare. The opinions expressed areas of the dam wrinon and am subject to change without noUce. Except as otherwise
required bylaw. Momixgsrarshall noted mspardble Toranymading deddoes, damages oeotherlosses resuldsg from, ormlofed To, theinfoma000, data, analyses oropinloes ortheiruue. The infomaUon contained hcministhe proprietary property ofMenungstar and may not be reproduced, is whole or is part or used in asy manner without the prior whOea consentol Momirrgsfar. To order repriro. call xl 3r2--Arw To license the rosearch, call xl 312-Aw-6Uw
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Research Methodology for Valuing Companies

Components of Our
Methodology

Eccnnmic MoaV Rating
Moat Trendil Rating
Moat Valuation

n Three.Stage Discounted

Cash Flow

Weighted Average Cost

of Capital

Fair Value Estimate

Scenario Analysis

Uncertainty Ratings

‘ Margin of Safety

Censider Buying/Selling

Stewardship Rating

The Morningstar Rating for stocks identifies companies trad
ing at a discount or premium to out analysts’ assessment of
their fair value. A number of components drive this rating: (1)
our assessment of the firm’s economic moat, (2) our estimate
of the stock’s intrinsic value based on a discounted cash-flow
model, (3) the margin of safety bands we apply to our Fair
Value Estimate, and (4) the current stock price relative to our
fair value estimate.

The concept of the Morningstar Economic Moat Rating
plays a vital role not only in our qualitative assessment of a
firm’s investment potential, but also in our valuation process.
We assign three moat ratings—none, narrow, or wide—as
well as the Morningstar Moat Trend Rating—positive,
stable, or negative—to each company we cover. There are
two major requirements for firms to earn either a narrow or
wide moat rating: t1(the prospect of earning above-average
returns on capital: and (2) some competitive edge that pre
vents these returns from quickly eroding. The assumptions
we make about a firm’s moat determine the length of “eco
nomic outperformance” that we assume in the latter stages

of our valuation model. We also quantify the value of each
firm’s moat, which represents the difference between a firm’s
enterprise value and the value of the firm if no future net in
vestment were to occur. Said differently, moat value identi
fies the value generated by the firm as a result of any future
net new investment. Our Moat Trend Rating reflects our as
sessment of whether each firm’s competitive advantage is
either getting stronger or weaker, since we think of moats as
dynamic, rather than static.

At the heart of our valuation system is a detailed projection
of a company’s future cash flows. The first stage of our three-
stage discounted cash flow model can last from 5 to 10 years
and contains numerous detailed assumptions about various
financial and operating items. The second stage of our mod
el—where a firm’s return on new invested capital (RONIC)
and earnings growth rate implicitly fade until the perpetuity
year—can last anywhere from 0 years (for no-moat firms) to
20 years (tot wide-moat companies). In our third stage, we
assume the firm’s RONIC equals its weighted average cost of
capital, and we calculate a continuing value using a standard

Morningstar Research Methodology tot Valuing Companies

Company
Valuation

fair Value
Estimate

*****
****

Uncertainty
Assessment

Fundamental
Analysis

Analyst conducts
company and
industry research:

Financial statement
analysis

“ Channel checks

Trade-show visits

. Industry and company
reports and journals

Conference calls

Managurtient and
site visits

***
**
*

Strength of competitive Analyst considers
advantage is rated: past financial results
None, Narrow, or Wide and focuses on

competitive position
and future prospects
to forecast future
cash flows.

Advantages that confer
an ecottomic moat:

High Switching Costs
(Microsoft)

Assumptions are
entered into
Morningstar’s
proprietary discounted
cash-flow model.

Cost advantage
)Wal-Marf)

Intangible assets
(Johnson & Johnson)

Network Effect

(Mastercard)

Efficient Scale
(Lockheed Martin)

Analyst uses a The analyst then eval- The current stock price
discounted cash-flow uates the range of relative to Mornhrtgstar’s
model to develop potential intrinsic Fair Value Estimate,
a Fair Value Estimate, values ton the company adjusted for uncertainty,
which serves as the and assigns an determines the
foundation for Uncertainty Rating: Low, Morningstar Rating
the Morningsfar Medium, High, for stocks.
Rating for stocks. Very High, or Extreme.

The Morningstar Rating
The Uncertainty Rating for stocks is updated
determines the margin each evening after the
of safety required market closes.
before we would rec
ommend the stock.
The higher the uncer
tainty, the wider
itne margin of safety.

C f,lonvngstar wry vu R,ghe Reserved. Mommsrars crn.diseasngs & Resnervir is produced and offrred by Msrnirrgs’ar mt Which rs vorervnrotervd wire the 0.5. Seorrives and Eathange Conerrission asa Natonaty Recegozed Smosuca! Raseg thgarizadoa
NRSRO 5rens otherorse provided in a separore agreement you may use 015 mp000rty in the counmy in wilds iv odrrai d:svibutorrs based. nhe rnroesassn. dam, analyses and op.raons presenred herein donor convuwmn invessnons ad,,ce; are provided
so:emy rorrnlornaconai purposes and therefore am nan en oirerno buy or seW a seovosy and ore eoswanoored lose correct coreew or accu’aor ned ponrers expressed am as ofdro dale wdnen and are subjevr or thange witromtnosce. Exceps as 000rwise
revered by iaw. Moerirrosrorshod non be renpoesdae for any uudrng deducts, damages orothor iorses resriurrg torn,, or re:arrd or. the rntonnadres dara, anaiyses ornprirers ortherr use nile rnlaenaurer crerrained [rorern is the propnemry property of
Monimgsrararrderayeonbenoornduond. :nwhdeur,naet crusnd,nasymenner, withnuture pdorwuuencorsvrncWMooarvsrar. Toenierreynelo can —r 3r2-e noi ensothereseardccaii —r 3i2-.
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•
Research Methodology for Valuing Companies

Detailed Methodology
Documents and Materials0

Comprehensive

Equity Research Methodology

Uncertainty Methodology

Cost ci Equity Methodology

Morningstar UCE

Valuation Model

Stewardship Rating

Methodology

tiipriiSo1ilotoh 111

in[onrniiiticii

perpetuity formula. In deciding on the rate at which to dis
count future cash flows, we ignore stock-price volatility.
Instead, we rely on a system that measures the estimated
volatility of a firms underlying future free cash flows, tak
ing into account fundamental factors such as the diversity of
revenue sources and the firm’s fixed cost structure.

We also employ a number of othertools to augment our valu
ation process, including scenario analysis, where we assess
the likelihood and performance of a business under different
economic and firm-specific conditions. Our analysts typically
model three to five scenarios for each company we cover,
stress-testing the model and examining the distribution of
resulting fair values.

The Morningstar Uncertainty Flating captures the range of
these potential fair values, based on an assessment of a
company’s future sales range, the firm’s operating and fi
nancial leverage, and any other contingent events that may
impact the business. Our analysts use this range to assign
an appropriate margin of safety—or the discount/premium

to a fair value we apply in setting our consider buying/con
sider selling prices. Firms trading below our consider-buying
prices receive our highest rating of five stars, whereas firms
trading above our consider-selling prices receive our lowest
rating of one star.

Our corporate Stewardship Rating represents our assess
ment of managements stewardship of shareholder capital,
with particular emphasis on capital allocation decisions.
Analysts consider companies’ investment strategy and
valuation, financial leverage, dividend and share buyback
policies, execution, compensation, related party transac
tions, and accounting practices. Corporate governance
practices are only considered if theyve had a demonstrated
impact on shareholder value. Analysts assign one of three
ratings: ‘Exemplary,5 ‘Standard, and Toor.’ Analysts judge
stewardship from an equity holder’s perspective. Ratings
are determined on an absolute basis. Most companies will
receive a Standard rating, and this is the default rating in
the absence of evidence that managers have made
exceptionally strong or poor capital allocation decisions.

•3 Star

4Star

Price/Fair Value

2.15

Morningstar Margin of Safety and Star Rating Bands

2.50

225

2.1i)

1.15

150

1.25

1.00

0.75

0.50

0,25

• 1 Star

• 2 Slat

Uticertaint’ Ratinq

Qr, aoonoiiy a stocks socehionig’ w:fl ho too [ugh [o: os lii osnInalo, n which cuss wu lbrih it l.streme

H
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•
Morningstar’s Approach to Rating Corporate Credit

Offers a proprietary

measure of the credit qual
ity of companies on our

coverage list.

Encapsulates our in-depth

modeling and quantitative

work in one letter grade.

Allows investors to rank

companies by each of
the four underlying com

ponents of our credit

ratings, including both

analyst-driven and

quantitative measures.

Provides access to all

the underlying forecasts

that go into the rating,

available through our insti
tutional service.

Purpose

The Morningstar Corporate Credit Rating measures the
ability of a firm to satisfy its debt and debt-like obligations.
The higher the rating, the less likely we think the company
is to default on these obligations.

The Morningstar Corporate Credit Rating builds on the
modeling expertise of our securities research team. For
each company, we publish:

Five years of detailed pro-forma financial statements

Annual estimates of free cash flow

Annual forecasts of return on invested capital

Scenario analyses, including upside and downside cases

Forecasts of leverage, coverage, and liquidity ratios
for five years

Estimates of off balance sheet liabilities

These forecasts are key inputs into the Morningstar
Corporate Credit Rating and are available to subscribers
at select.morningstarcom.

Methodology

We feel it’s important to perform credit analysis through
different lenses—qualitative and quantitative, as well as
fundamental and market-driven. We therefore evaluate
each company in four broad categories.

Business Risk

Business Risk captures the fundamental uncertainty around
a firm’s business operations and the cash flow generated
by those operations. Key components of the Business Risk
rating include the Morningstar Economic Moat’TM Rating
and the Morningstar Uncertainty Rating.

Cash Row Cushion’tm

Morningstar’s proprietary Cash Flow Cushion’tm ratio is a
fundamental indicator of a firm’s future financial health
The measure reveals how many times a company’s internal
cash generation plus total excess liquid cash will cover
its debt-like contractual commitments over the next
five years. The Cash Flow Cushion acts as a predictor of
financial distress, bringing to light potential refinancing,
operational, and liquidity risks inherent to the firm.

Morningstar Research Methodology for Determining Corporate Credit Ratings
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Morningstar’s Approach to Rating Corporate Credit

The advantage of the Cash How Cushion ratio relative to
other fundamental indicators of credit health is that the
measure focuses on the future cash-generating
performance of the firm derived from Morningstar’s
proprietary discounted cash flow model. By making
standardized adjustments for certain expenses to reflect
their debt-like characteristics, we can compare future
projected free cash flows with debt-like cash commitments
coming due in any particular year. The forward-looking
nature of this metric allows us to anticipate changes in a
firm’s financial health and pinpoint periods where cash
shortfalls are likely to occur.

Morn/ngstar Solvency Score”°
The Morningstar Solvency Scor&° is a quantitative score
derived from both historical and forecasted financial ratios.
It includes ratios that focus on liquidity ta company’s
ability to meet short term cash outflows), profitability
(a company’s ability to generate profit per unit of input),
capital structure (how does the company finance its
operations), and interest coverage (how much of profit is
used up by interest payments).

Distance to Default
The Distance to Default rating is a quantitative, market-
based measure of a company’s current financial health.
(Distance to Default serves as the basis for Morningstar’s
Financial Health Grade.) The underlying model treats
the equity of a firm as a call option on that firm’s assets.
Based on estimates of asset volatility and the Black
Scholes option-pricing model, we can estimate the
likelihood that the value of the company’s assets falls
below the value of its liabilities, implying likely default.

For each of these four categories, we assign a score, which
we then translate into a descriptive rating along the scale
of Very Good / Good / Fair / Poor / Very Poor.

Overall Credit Rating

The four component ratings roll up into a single prelim
inary credit rating. To determine the final credit rating,
a credit committee of at least five senior research per
sonnel reviews each preliminary rating.

We review credit ratings on a regular basis and as events
warrant. Any change in rating must be approved by the
Credit Rating Committee.

Investor Access

Morningstar Corporate Credit Ratings are available on
Morningstar.com. Our credit research, including detailed
cash-flow models that contain all of the components of the
Morningstar Corporate Credit Rating, is available to
subscribers at select.morningstar.com.
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Analyst’s Perspective 16 Jan 2013

We believe NiSourCe shares deserve to trade at a premium

versus peers due to projected strong earnings growth driven

by a $1.5 billion annual investment program to modernize

and grow its infrastructure. The electric utility and natural

gas distribution investments in regulated businesses are

likely to get constructive regulatory treatment and timely

rate increases due to pre-approval of environmental

compliance projects or rate tacker mechanisms. The gas

transmission and storage segment has a large backlog of

growth projects for gathering pipelines and infrastructure,

the majority of which are non-FERc jurisdiction, allowing

the company to achieve returns above 15% on invested

capital. In addition, Ni5ource recently reached agreement

with customers to invest in modernizing its columbia Gas

Pipeline.

Centests

Vital Statistics

Market Cap (USO Mil)

52-Week High (USD1

52-Week Low 1USD)

52-Week Total Return %

YTO Total Retarn %

Last fiscal Year End

5-Yr Forward Revenue CAGR %

5-Yr Forward EPS CAGR %

Price/Fair value

Valuation Summary and Forecasts

Fiscal year: 2010 2011 2012(0 2013(E)

Price/Earnings 14.4 17.6 178 16.6
EV/EBITOA 8.1 10.1 10.0 9.1
EV/EBIT 13.5 16.1 15.4 13.8
Free cash flow Yield % -0.4 -3.1 0.1 -1.7
Dividend Yield % 5.2 3.9 3.5 3.9

Financial Summary and Forecasts 1USD Mill

Fiscal Hear: 2010 2011 2012(E) 2013(E)

Revenue 6,422 6,019 5,526 6,096

Revenue YoY % -3.4 -6.3 -8.2 10.3

EBIT 908 907 1,031 1,150

EBITYoY% 12.8 -0.1 13.6 11.6
Net Income, Adjusted 341 389 426 496

Net Income YoY % 15.6 14,1 9.6 16.4

Diluted EPS 1.22 1.35 1.45 1.56

Oiluted EPS YoY % 13.8 10.8 7.5 1.5

FreeCash Flow 135 7 384 161

free cash flow YoY % -90.9 -95.1 NM -58.2

Historical/forecast data sources are Morningstar Estimates and may reflect adiustmunts.

Profile

NiSource is an energy holding company whose subsidiaries distribute
natural gas and electricityto more than 3.8 million customers located within
a corridor that ranu from the Gulf coast through the Midwest to New
England. The company owns and operates 15,000 miles of natural gao
transmission pipeline and see of the nation’s largest underground natural
gas storage systemo. Northern Indiana Public Service company, or NIPScD,
NiSource’s wholly owned electric and gas utility, owns coal, natural gas,
and hydroelectric power plants.

NiSource shares are trading at 16.7 times our 2013
earnings estimate in mid-January, a premium to the PIE
multiple for the diversified utility peer group of
approximately 15 times.

NiSource’s gas transmission pipeline footprint in the
Marcellus and Utica shale-gas plays provides a
competitive advantage to deliver shale-produced gas to
high-demand markets in the Mid-Atlantic,

NiSource announced its first annual dividend increase
since 2001, to S0.96 from $0.92 per share, beginning in
August 2012, Strong earnings growth and cash flow from
operations should allow mid-single digit increases over
the next five years.
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Morningstar Analysis

NiSource’s pipeline
footprint offers a
competitive
advantage to
deliver shale
produced gas to
Mid-Atlantic
markets.

Thesis 76]an2013

NiSource recently stepped up its capital spending program
to $7.5 billion-$1 .8 billion per year compared to $7.7 billion
in 2011. Management has identified over $25 billion of
investment opportunities in its core business during the next
1 5-20 years. With all these opportunities, the key will be
execution and, in the case of regulated projects, fair
treatment by regulators.

We like that a majority of the planned investments are
regulated utility infrastructure projects injurisdictions with
constructive regulatory frameworks. In addition, these
investments typically have mechanisms that allow fortimely
rate increases. The gas transmission pipelines have
FERC-approved recovery mechanisms that usually have
higher returns than state-regulated gas distribution utilities
and also have automatic annual rate increases. The
non-utility investments in the midstream business have, for
the most part, fee-based long-term contracts that
significantly reduce commodity exposure.

In 2071, NIPSCO, NiSource’s regulated utility in Indiana,
began an $850 million project for environmental compliance
at four of its coal-fired power plants. The majority of the
new investment will be for flue gas desulfurization
equipment, or scrubbers, on two units at the 7,780-MW
Schahfer generating station. The entire project is expected
to take 6-8 years, and position NIPSCO to comply with
recently issued federal environmental standards.

Regulators have pre-approved the project and NIPSCO will
be allowed timely rate increases for the investments based
on a 10.2% return on equity, a level consistent with recent
industry regulatory decisions. We estimate the
environmental project will increase NIPSCOs total annual
capital investments to $400 million-$450 million by 2013,
double the capital expenditure in 2070, and increase electric
utility operating earnings more than 25% between 2072 and
2016.

All of NiSources seven gas distribution utilities have
ongoing modernization programs. The total investment in
the gas distribution systems, including maintenance capital
expenditures, is expected to average $600 million-$650
million per year with about 75% of the total for
modernization or customer growth. Approximately $300
million per year of the modernization capital is for
infrastructure replacement (replacing steel pipe with
plastic) in Ohio, Kentucky, Pennsylvania, Virginia and
Massachusetts. Returns on these investments are by
automatic tracker mechanisms, providing ROEs of
approximately 70% and adjusting customer rates in less
than one year after the investment.

We estimate the investment in the gas distribution systems
will increase operating earnings by approximately 6% per
year through 2076, a little below the 7%-9% annual growth
rate that management has targeted.

Due to pipeline expansion opportunities in shale-gas
producing regions we estimate operating earnings growth
for the Natural Gas Transmission & Storage segment to
increase at a compound annual growth rate of 12% from
2012-7 6, the upper end of management’s guidance of
70%-i 2%. Two joint ventures are driving our bullish view
of this segment’s growth.

First, is the 50/50 JV with Hilcorp Energy Company in the
Utica shale. The first phase of the iv will be a $300 million
project to develop a gas-gathering pipeline and processing
facilities in the Marcellus and Utica shales. These projects
are typical of the growth opportunities for NiSource, driven
by drilling in shale-gas production regions. We suspect the
returns provided by these nonregulated investments are
attractive given their strategic location.

The secondjoint venture is also with Hilcorp to develop the
hydrocarbon potential in approximately 700,000 combined
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acres in the Utica/Point Pleasant shales in northeast Ohio
and western Pennsylvania. Investment in this JV will be
through NiSource’s existing mineral positions and cash
flows from the projects. Therefore, NiSource’s cash
investment will be modest. We support this strategy and

believe the company has a high probability of achieving

long-term value from the mineral rights at minimal risk.

In late 2012, NiSource announced an agreement with

customers to modernize the Columbia Gas Transmission

pipeline. The initial phase of the project will be for a
five-year period and result in $300 million of annual

investment. The settlement agreement provides annual cost
recovery mechanisms for the incremental investment, The
overall ROE was not disclosed, but typically FERC projects

have higher allowed returns than state regulated
distribution systems.

The two JVs and the Columbia Transmission modernization

program are only part of the opportunity in the Shale Gas

region that NiSource believes it can exploit. Management
has identified a total of $8 billion-SlO billion of investment

inventory that will result in $500 million-$700 million of

annual investment by the NGT&S segment.

Valuation, Growth and Profitability 16 Jan 2013

We are reaffirming our $25 per share fair value estimate.
Our fair value estimate incorporates our assumption that
annual EPS growth will be approximately 8% during the next
five years, slightly higher than management’s 5%-7%
guidance. Our bullish view of earnings growth is due in large
part to the continued investment opportunity in the Utica
and Marcellus shale regions. We assume NGT&S operating

earnings grow at a compounded annual growth rate of 12%,
the upper end of the 10%-12% guidance range.

We believe the plan that management has disclosed with
respect to the regulated electric utility and gas distribution
business is realistic. However, we have conservatively

assumed an operating earnings growth rate from these
segments slightly below the 7%-9% guidance.

We have lowered our cost of equity to 10.0% from 10.5%
following the announcement of the Hilcorp JV. The structure

of the partnership reduces commodity exposure by
utilization of NiSource’s mineral rights as its primary
contribution to the JV. Our weighted average cost of capital
now is 7.2% down from 7.6% to reflect the lower cost of
equity and current market credit spreads.

Scenario Analysis

A material source of uncertainty in our fair value estimate
is the growth in earnings due to investments above
NiSource’s cost of capital. Capital expenditures in the gas
distribution and electric operations segments are, for the
most part, subject to regulation, and have reduced
uncertainty due to the preapproval process and monopoly

status these businesses are afforded. However,

investments in nonregulated pipelines and other
infrastructure in the gas transmission and storage segment,
although having higher potential returns, do not have this
benefit.
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If we assume nonregulated investments in the NGT&S
segment from 2013-16 decline by 25%, to $150 million per
year, our five-year compounded annual NGT&S operating
earnings growth rate declines to 9% from 12%. This would
reduce 2016 consolidated earnings by $0.15 pet share and
reduce our fair value estimate by $2 per share.

Our fair value estimate also is sensitive to our cost of capital
estimate. A 50-basis-point change in our cost of equity
assumption changes our fair value estimate by
approximately $3 per share.

Economic Moat

We believe the regulated nature of the majority of
NiSource’s operations support the company’s narrow
economic moat. In exchange for its monopoly position, state
and federal regulators set returns at levels that aim to keep
customer costs as low as possible while providing adequate
returns for capital providers. This implicit agreement
between regulators and utilities should, in the long run,
allow NiSource to earn its cost of capital.

Moat Trend

We believe NiSource’s moat trend is stable. We do not
foresee a long-term change to the firm’s business as a
monopoly provider of natural gas and electricity, nor do we
see changes to its compact with regulators in the states it
serves. The majority of operating earnings are from
FERC-regulated natural gas transmission pipelines,
regulated natural gas distribution businesses, and a
regulated electric utility. FERC provides transmission line
owners return on equity levels that are usually superior to
state commissions. In addition, FERC will not allow any new
competing pipeline without a clear need for the capacity.
As with all regulated utilities, we think regulatory caps on
revenue and returns preclude NiSource from establishing a
wide economic moat.
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Bulls Say/Bears Say

Bulls Say

NiSource can add gathering and other nonregulated
pipelines connecting to its main transmission system
at returns on invested capital exceeding 15%,
significantly higher than allowed returns from
regulated assets.

NiSource has leases for up to 200,000 acres in the
Utica shale-gas formation. Originally leased for
natural gas storage, a portion of these mineral rights
for drilling have been earmarked as NiSource’s
contribution to the HilCorp JV, significantly reducing
the cash required and risk of developing these rights.

FERC regulation tends to be less influenced by political
agendas versus state regulatory bodies. This usually
provides more constructive regulatory decisions and
higher allowed returns on equity.

Bears Say

Almost 50% of NIPSCO’s electric sales are to
industrial customers, higher than most utilities.
Industrial sales are more sensitive to the economy
than residential and commercial sales.

Continued weak natural gas prices could reduce shale-
gas drilling activity in the Marcellus region, reducing
opportunities for new gas gathering and transportation
projects.

Mild winter or summer weather negatively affects
NiSource’s earnings.
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Credit Analysis

financial Health

On Sept. 14, 2010, NiSource entered into an agreement for
2016(E)

293 a forward sale of 24.3 million shares (27.4 shares with
‘° underwriter’s overallotment) at a net price of 514.72 per
736

share (subjectto adjustments). N Source settled the forward
-440 agreement by delivering shares in the 2012 third quarter.

The equity issuance has improved the company’s credit
-857 metrics. Total debt to capitalization at 59% is still on the

high end of the utility sector, but we thinkthis is manageable
considering the diversity and visibility of the company’s
earnings.

Capital Structure

With approximately Si .5 billion-$1 .8 billion in annual capital
spending planned between 2013 and 2016, we expect
NiSource to be a frequent debt issuer. NiSource has less
than $1 billion of debt coming due in 2013 and 2014, and
we estimate will issue approximately $430 million of
additional debt during the next couple of years. Given
NiSource’s cash from operations and imptoved balance
sheet as a result of the recent equity issuance, we do not
expect the firm to issue equity in the foreseeable future
excluding dividend reinvestment and employee incentive
plans. In addition, we expect total debt/EBITDAto modestly

‘1419 improve to less than 4.0 times by 2016 from our projected
—

level of 4.8 times at the end of 2012.

Enterprise Risk

Regulatory risk remains the key uncertainty, as the majority
of operating earnings are from businesses that are state-
or FERC-regulated. That said, NiSource’s regulatory
exposure is diversified due to gas distribution operations in
seven states and its federal-regulated transmission
pipeline. FERC regulation tends to be less influenced by
political agendas compared to state regulatory bodies. This
usually provides more constructive regulatory decisions and
higher allowed return on equity.Another potential risk for
NiSource’s gas transmission and storage segment is

Page 6 of 20

Five Year Adjusted Cash Flow Forecast tUSD Mill

2012(E) 2013(E) 2014(6) 2015(6)
cash and Equivalents (beginning of period) 172 332 309 306
Adjusted Available cash Flow 586 -39 174 83
Total cash Available before Debt Service 758 293 483 389

Principal Payments -375 .460 -465 -460
Interest Payments -390 -407 -472 -422
Other Cash Obligations and Commitments

— — — —

Total Cash Obligations and Commitments -705 -867 -877 -882

Cumulative Annual Cash Flow Cushion

Cash Flow Cushion
Possible Liquidity Need —

Adjusted Cash Flow Summary

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

Revolver Availability
Asset Adjusted Borrowings (Repayment)

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

USU Millions

172
1,247
1,419

% of
Comm itmenss

4.1
29.6
33-9

Credit Rating Pillars—Peer Group Comparison

NI Sector universe
Business Risk 5 5.1 5.2
Cash Flow Cushion 9 9.3 6.2
Solvency Score 9 5.8 5.1
Distance to Default 10 3.9 4.0
Credit Rating BBB+

Source: Morningstar Estimates

Note: Scoring is en a scale 1-10,1 being Best, 10 being Worst

BBB BBB+
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soiciy for informational purposes and therefore are net an orren to bay or sell a security, and are not wananted to be correct, complete or accurate. She opinions expressed areas of the date written and are subject to change without notice Except as Otherwise
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Credit Analysis

continued depressed natural gas prices reducing drilling

activity in the Marcellus and Utica shale-gas producing

regions. We assume NiSource’s infrastructure investments

will produce strong earnings growth, and a decline in drilling

activity would negatively affect the amount of this

investment and earnings growth.NIPSCO has started an

$850 million capital spending program, most of which has

been approved by the Indiana Utility Regulatory

Commission, to address environmental compliance at its

four coal-fired power plants. However, environmental rules

could become stricter, requiring additional capital

investment or added operating cost that may have uncertain

cost recovery. This is a risk facing all power plants,

especially coal-fired ones.

C Morningsta,20t3. AT Rights Resenoed Mo,nngstansCredit Ratings & Research is produced and offered byMo,ningstan. Inc. whi,h isnotregisteredwiththe US. SecuAties and Exchange Commission asa NationahyRneognited Statistieai Rating 0,ganoatien Page 7 of 20
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Management & Ownership

Management Activity

Name Position

ROBERT C. SKAGGS,JR

MR. GARY C. NEALE

JIMMY 0. SIATON

CHRISTOPHER A. HELMS

STEPHEN P. SMITH Executive VP/CEO
MR. STEPHEN R ADIK Director

MICHAEL W. O’DONNELL

CARRIE J. HIGHTMAN

ROBERTO. CAMPBELL Senior VP, Divisional

Robert Skaggs inherited a debt-heavy balance sheet and a
shaky dividend when he became CEO in 2005. Since then,
these problems have been addressed. In addition,
management has reduced regulatory risk by achieving a
favorable settlement for NIPSCO and several of its gas
distribution companies. The company also appears to have
a disciplined capital approval process for its nonregulated
investments.

Concentrated Holders

Flex Funds Utilities and Infrastructure ** 0.04 8,53 — 31 Aug 2012
Tortoise MLP & Pipeline Instl 0.12 7.21 138 31 May 2012
Reaves Utility Income *** 0.46 5.55 1,300 31 Mar 2012
DWS RREEF Global Infrastructure A ***** 0.41 4.96 115 31 Jul 2012

Institutional Transactions

Top 5 Buyers Portfolio Date
Reaves Utility Income 31 Mar 2012
CRM Mid Cap Value Instl 30 Jun 2012
CRM US Equities Opportunities S USD 31 Mar 2012
Munder Mid.Cap Core Growth Y 30 Jun 2012
Vanguard US Total Market Shares (AU) ETF 30 Jun 2012

Top 5 Sellers

Undrly L&G Pen PMC Consensus ldx

Undrly L&G Pen PMC GIb Eq 60:40 ldx

Undrly L&G Pen PMC Oversea Consensus ldx. Undrly L&G Pen PMC World Ex UK Eq ldx
T. Rowe Price Mid-Cap Value

25.88usD 25.00usD 17.5Ouss 33.75 uso Medium Narrow Stable Standard BBB

Stewardship Momingstar Credit Rating Industry Group

Utilities - Regulated

CEO/President/Oirector, Oirector

Director

CEO, Divisional/Executive VP

Shares Held Report DateS InsiderActivity

565,109 29 Nov2012 —

324,720 03 Jan 2007 —

302,108 31 Jan 2012 —

257,426 28Jan2011 —

236,291 31 Jan2012 —

154,559 17 Apr 2005 —

148,562 19 Mar 2009 —

147,950 11 Jun2012 —
Executive VP/Other Executive
Officer

Stewardship: 16 Jan 2013

We assign NiSource a standard stewardship rating. This
rating is due in large part to our favorable opinion of
management’s ability to manage the regulatory process in
numerous statejurisdictions and FERC. In addition, although
one could argue it was luck that located NiSource’s
Columbia Pipeline in the middle of the Marcellus Shale Gas
and at the edge of the Utica Shale regions, management
has taken advantage of this opportunity and developed
projects that appear to provide returns significantly above
the company’s cost of capital.

118,892 12Jun2012

tepresents the date on which the owner’s name. position, ond commoo shares held were reported by the holder or issuer.

Fund Ownership

Morningstar % of Shares % of Fund Change
Top Owners Rating Held Assets (kI Portfolio Date

T. Rowe Price Equity Income *** 3.52 1.08 — 30 Jun 2012
Utilities Select Sector SPDR *** 1.40 1.64 29 21 Sep 2012
Vanguard Mid Cap Index I **** 1.26 0.30 61 30 Jun 2012
Vanguard US Total Market Shares (AU) ETF 1.25 0.05 144 30 Jun 2012
Mundet Mid-Cap Core Growth Y **** 1.24 1.92 164 30 Jun 2012

In 2011, Skaggs earned total compensation of
approximately $5 million. We believe this is a reasonable
level of compensation considering NiSource’s size and
complexity. In addition, we think the significant portion of
total compensation that is long-term and based on financial
results and total shareholder return is aligned with
shareholders’ interests.

% of Shares
Held

0.46

0.96

0.09

1.24

1.25

%vfFund
Assets

5.55

2.10

1.52

1.92

0.05

Shares
Bought?
Sold (kI

1,300

304

252

164

144

Morningstar
Rating

***

****

****

****

— 0.01 -1,908

— 0.01 -1,908

— 0.02 -959

0.06 0.03 -803

0.89 0.74 -750

31 Mar2012

31 Mar2012

31 Mar2012

31 Mar2012

30 Jun 2012
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Analyst Notes

NiSource’s Weak Results in 3Q From Settlement
Agreement; No Change to EPS or Fair Value Estimates
02 Nov2012

On Nov. 2, NiSource NI reported third-quarter 2012
operating earnings of $0.05 per share versus $0.11 per share
in the same period last year. The negative variance primarily
reflects the $50 million cost to achieve the Columbia Gas
Transmissions pipeline modernizations settlement announced
in September. NiSource reaffirmed its 2012 operating
earnings guidance range of $1 .40-$1 .50 per share and its
long-term annual EPS growth rate of 5%-7%. We are
reiterating our 2012 EPS estimate of $1.46 and our long-
term earnings outlook. Our $25 per share fairvalue estimate
is also unchanged.

Gas Transmission & Storage had operating earnings of $38.8
million for the recently ended quarter versus $68.2 million
in the same period last year. The negative variance was
primarily due to the pipeline modernization settlement,
partially offset by earnings from new projects placed in
service and the impact of the Columbia Gulf rate case.

NiSource’s Electric Operations reported operating earnings
for the quarter of $77.7 million compared to $72.9 million
last year. The segment benefited from the 2011 Indiana rate
case. Gas Distribution also had a good quarter driven by the
implementation of new rates due to a rate case in
Pennsylvania and higher revenues from the Columbia Gas
of Ohio’s ongoing infrastructure replacement program.
Operating earnings for the segment increased to $15.5
million compared to $8 million in the 2011 third quarter.

Management’s status report on major projects in
construction or development was for the most part
consistent with those made at the September investor day
meeting. New information included the entering into
binding agreements with customers for the East Side
Expansion project. The project is now estimated to cost $210

million and expected to be in service in the 2015 third
quarter.

NiSource also indicated it received FERC approval to add
12,000 horsepower of compression to the Millennium
Pipeline. NiSource owns 47.5% of the pipeline and the total
investment for the partnership is $43 million. The project is
expected to be in service in the first quarter of 2013.

The other recent FERC approval was for the 66-mile 765-
kilovoltReynoldstoGreentownTransmissionLine. NiSource
is 50% partner on the approximately $300 million project in
central Indiana. The transmission line is expected to be in
service later in the decade.

NiSource Reports Strong Second Quarter and Provides
More Utica Shale JV Details 07 Aug 2012

On July 31, NiSource NP reported strong second-quarter
2012 operating earnings of $0.23 per share versus $0.17 per
share in the second quarter of 2011. Each of NiSource’s
business segments had year-over-year improvement.

Management provided more detail on thejointventure with
affiliates of Hilcorp Energy Company in the Utica Shale
region of northeast Ohio and western Pennsylvania. As
previously announced in early July, the 50/50 JV will invest
$300 million in the first phase of the development, which
will provide gathering and processing capacity in the region.
The project is expected to be in service in the second half
of 2013.

In addition, management indicated the JV does not include
potential further development in owned acreage in the
western portion of the Utica Shale play now being
evaluated. The additional detail to an already favorable
development opportunity in the Utica Shale region led us to
increase our ongoing growth investment assumption for the

Page 9 of 20
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Analyst Notes

Gas Transmission and Storage segment to $200 million per improvement reflected regulatory and infrastructure

year from $775 million. Based in large part on this increase programs that have automatic rate trackers increasing rates

in investment opportunity, we have increased our fair value shortly after investments are made. Management indicated

estimate to $25 per share from $23 per share. it would file a rate case for Columbia Gas of Pennsylvania

in the third quarter of this year.

Management reaffirmed its operating earnings guidance of

S1.40 to Si .50 per share and said it now expected to be in

the upper half of the range. Based on the strong second-

quarter performance, we have raised our 2072 earnings

estimate to 57.46 per share from $1.42. In addition, based

on our increase in Utica Shale investment, we increased our

2073 EPS estimate to $7.58, our 2074 EPS estimate to $7.76,

and our 2075 EPS estimate to $7.93.

The Natural Gas Transmission and Storage segment

contributed second-quarter operating earnings of $97.6

million versus $84.6 million in the same period last year.

Management indicated the $750 million Big Pine Gathering

System in the Marcellus Shale region is on schedule for an

in-service date later this year. In addition, NiSource has

signed binding long-term agreements with two shippers for

the $200 million West Side Expansion project schedule to

be in-service in late 2074.

NiSource Electric had a strong quarter with $59.8 million of

operating earnings compared with $37.8 million last year.

The improvement was driven by the recent Indiana rate case

that resulted in new electric base rates effective in late

December 2077. NiSource also indicated that FERC

approved the 700-mile transmission project in northern

Indiana as part of the MISO system improvements. The $270

million 345-kV transmission line is projected to be in-service

in the latter part of the decade. The FERC approval was the

last major regulatory hurdle for the project.

NiSource’s Gas Distribution segment also had a solid

second quarter. Operating earnings were S54.6 million

versus S48.9 million in the same period last year. The
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Morningstar Analyst Forecasts

Financial Summary and Forecasts
Fiscal Year Ends in December

Growth 1% Y&0

Revenue

EBIT

EBITDA

Net Income

Diluted EPS

Earnings Before Interest, after Tax

Free Cash Flow

3-Year 5-Year
2009 2010 2011 2012 2013 Proj. CAGR

—

— -3.4 -6.3 -8.2 10.3 5.1
—

— 12.8 -0.1 13.6 17.6 9.6
—

— 7.9 -4.0 9.4 10.0 1.6
—

— 15.6 14.1 9.6 76.4 72.7
—

— 13.8 10.8 7.5 7.5 9.3
—

— 3.7 -0.1 5.5 2.1 6.1
—

— -90.9 -95.1 NM -58.2 151.4

5-Year
2011 2012 2013 &oj.Avg

0.61 0.59 0.59 0.57
5.50 4.98 4.71 4.50
3.84 4.05 4.28 4.50

Price/Fair Value

Price/Earnings

EV/EBITDA

EV/EBIT

Free Cash Flow Yield %

Dividend Yield %

Key Valuation Drivers

Cost of Equity ¾

Pre-lax Cost of Debt ¾

Weighted Average Cost of Capital %
Cong-Run Tax Rate ¾

Stage II EBI Growth Rate ¾

Stage II Investment Rate %

Perpetuity Year

2010 2011 2012(E) 2013(E)

1.04 1.40 — —

14.4 17.6 17.8 16.6
8.1 10.1 70.0 9.1

13.5 16.1 15.4 13.8
-0.4 -3.1 0.1 -7.7
5.2 3.9 3.5 3.9

Present Value Stage I

Present Value Stage II

Present Value Stage Ill
Total Firm Value

Firm Value Per Share
USD Mu 1%) Value

1,494 10.0 411

2,616 17.4 8.24

10,909 72.6 34.36
15,019 100.0 47.30

Hist CAGR

Forecast

3-Year 5-Year
Profitability Hist.Avg 2009 2010 2011 2012 2013 Pro/Avg

Operating Margin ¾ 73.8 12.1 14.1 15.1 18.7 78.9 18.7
EBIIDA Margin % 22.8 21.0 23.4 24.0 28.6 28.5 27.9
Net Margin % 5.4 4.4 5.3 6.5 7.7 8.1 8.4
Free Cash Flow Margin % 8.2 22.2 2.1 0.1 7.0 2.6 5.6
ROIC % 6.5 6.6 6.6 6.3 6.5 6.4 6.8
Adjusted ROIC % 9.0 9.3 9.1 8.6 8.7 8.5 9.0
Return on Assets % 1.8 2.3 1.5 1.5 2.0 2.3 2.4
Return on Equity % 7.0 9.1 6.0 6.0 8.1 8.8 9.3

3-Year
Leverage Hist. Avg 2009 2010

Debt/Capital 0.60 0.58 0.60
Total Debt/EBITDA 5.08 4.87 4.88
EBIIDA/Interest Expense 3.72 3.50 3.84

Valuation Summary and Forecasts Discounted Cash Flow Valuation

10.0

5.0

7.2

Cash and Equivalents 172 — 0.54
Debt -7,954 — -25.05
Preferred Stock

— — —

Other Adjustments 380 — 1.20
Equity Value 7,618 — 23.99

Additioral estimates and scenarios available for download at http://selvct.rnorningstar corn.

35.0 Projected Diluted Shares 318

6.0

66.7 Fair Value per Share (USD1

15
The data in the table above represent bate-case forecasts in the company’s reporting

currency as of the beginning of the current year. Our fair value estimate may differ from the
equity value per share shown above duets our time value of money adivotment and in cases
where orobability-weighted scenario analysis in performed.
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Morningstar Analyst Forecasts

Income Statement (USD Mu)
Fiscal Year Ends in December forecast

2009 2010 2011 2012 2073
Revenue 6,649 6,422 6,019 5,526 6,096

Cost of Goods Sold 3,318 2,974 2,556 1,897 2,248
Gross Profit 3,331 3,448 3,463 3,629 3,849

Selling, General & Administrative Expenses 1,653 1,656 1,723 7760 1,874
Other Operating Expense tlncome) 284 287 295 287 295
Other Operating Expense (Income)

— — — — —

Depreciation & Amortization (if reported separately) 589 596 538 551 589
Operating Income fez charges) 805 908 907 1,031 1,750

Restructuring & Other Cash Charges 19 2 17 — —

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

Other Non-Cash (lncome)/Charges
— — — — —

Operating Income find charges) 786 906 891 1,031 1,750

Interest Expense 399 392 377 390 407
Interest Income 10 -78 -47 75 19
Pre-Tax Income 397 436 467 655 763

Income lax Expense 166 142 163 229 267

Other After-Tax Cash Gains (Losses)
— — — — —

Other After-lax Non-Cash Gains (tosses) -11 -3 -5 — —

(Minority Interest)
— — — —

(Preferred Dividends)
— — — —

Net Income 227 292 299 426 496

Weighted Average Diluted Shares Outstanding 276 280 289 294 318
Diluted Earnings Per Share 0.80 1.04 1.03 1.45 7.56

Adjusted Net Income 295 341 389 426 496
Diluted Earnings Per Share (Adjusted) 1.07 1.22 1.35 7.45 1.56

Dividends Per Common Share 0.92 0.92 0.92 0.94 0.98

EBITDA 7,376 1,503 7,429 1,581 1,739
Adjusted EBITDA 1,395 1,505 1,446 1,581 7,739

Merningstar 2013. All Righrn Reserved. Memingstar’sCredit Ratings & Research is produced and offered byMerongstar, inc. which rsnotregiotered wiih the U.S securities and Exchange Coormission as, Nationafy Recognized statistical RatingOrganizatien Page 12 at 20l’NRSRO”l Unless otherwise prooided in a separate amenment yeu may use rh,s repexn neff in rho country in which its original distiUuter is based The information data. anaiysns ard opnorrs presented herein do nor ceesbtrOe invnstmeet advice, are provided
soieiy lo,informationaf purposes aid therefore are not an ellen to bun or set a rewritE and are not warranwn to be ccrrect. complete on accueate The opinions expressed areas of the date written and are suddect tn dm070 without notice. Eroept as otherwise
required by iaw. Morningotar shaH not be responsibie for any trading decisions, damages or Other iosses rendIng tram, or reiated to. the information, data, anaiyses or opinons or their use The information contained herein is the proprietary propeny of
Morciriestarand may rot be reproduced. inufotie or in pan. or used in orrymarnrnr without the pciorwritter coroanr of Monringstac no orderre riots cal —f 312.696.6100 To license thereseardr, cal of 312.696.6969.
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Morningstar Analyst Forecasts

Balance Sheet tUSD Mi))
Fiscal Year Ends in December

Cash and Equivalents
Investments

Accounts Receivable

Inventory

Deferred Tax Assets (Current)
Other Short Term Assets
Current Assets

Forecast
2009 2010 2011 2012 2013

191 212 172 332 309

809 1,079 855 833 979
547 428 566 421 499

677 730

_______

655

_______

553

_______

610
2,224 2,449 2,248 Z138 Z336

Net Property Plant, and Eqaipment 10,684 11,097 11,800 12,650 13,441
Goodwill 3,677 3,677 3,677 3,677 3.677
Other Intangibles 320 309 298 298 298
Deferred Tax Assets (Long-Term)

— — — — —

Other Cong-Term Operating Assets 1,810 1,851 2,183 2,200 2,310
Cong-Term Non-Operating Assets 557 556 502 502 502
Total Assets 19,212 19,939 20,108 21,465 22,564

Accounts Payable 502 582 435 323 382
Short-Term Debt 822 1,417 1,687 1,050 1,500
Deferred Tax Liabilities (Current)

— — — — —

Other Short-Term Liabilities 1,826 1,651 1,525 1,500 1,575
Cunent Liabilities 3,150 3,649 3,646 Z873 3,457

Cong-Term Debt 5,965 5,936 6,267 6,820 6,700
Deferred Tax Liabilities (Long-Term) 2,018 2,210 2,542 2,800 3,000
Other Long-Term Operating Liabilities 1,559 1,596 1,810 2,000 2,200
Cong-Term Non-Operating Liabilities 1,726 1,625 1,445 7,445 1,445
Total Liabilities 14,418 15,016 15,711 15,938 16,803

Preferred Stock
— — — — —

Common Stock 4,854 4,923 4,997 4,997 4,997
Additional Paid-in Capital

— — — 380 430
Retained Earnings (Deficit)

— — — 150 334
(Treasury Stack)

— — — — —

Other Equity
— — — — —

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

Minority Interest
— — — —

Total Equity 4,854 4,923 4,997 5,527 5,761
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Morningstar Analyst Forecasts

Cash Flow (USO Mu)
Fiocal Year tsdt is Decoeber

Net Income

Depreciation

Amnrtization

Stock-Based Compensation

Impairment of Goodwill

Impairment of Other Intangibles

Deferred Taoes

Other Non-Cash Adjustments

(Increase) Oecrease in Accounts Receivable

(Increase) Oecrnase in Inventory

Change in Other Short-Term Assets

Increase )Oecrease) in Accounts Payahle

Change in Other Short-Term Liabilities

Cash From Operations

Forecasr
20ev 2010 2011 2012 2013

217 283 299 426 496

590 597 538 551 589

10 31 39 40 41

378 194 178 258 200
25 78 128 — —

259

129

2

-191

503

1,921

-244 220 22

103 142 145

23 90 103

38 155 -112

-320 -276 -25

783 920 1,408

(Capital Eapenditures) -777 -804 -1125 -1,400 -1,380
Net (Acquisitions), Asset Sales, and Disposals 6 1 9 — —

Net Sales (Purchases) of Investments
— — — — —

Other Investing Cash Flows 109 -140 -34 173 90
Cash From Investing -662 -944 -1,149 -1,238 -1,290

Common Stock Issuance (or Repurchase( 8 13 21 380 50
Common Stock (Dividends) -253 -256 -258 -276 -312
Short-Term Oebt Issuance (or Retirement) -1,061 1,280 -23 -637 450
Long-Term Oeht Issuance (or Retirement) 290 -826 541 553 420
Other Financing Cash Flows

— — — -40 -41
Cash From Financing -1,016 211 281 -20 27

Eschange Rates, Discontinued Ops, etc. (net( -247 -57 -50 — —

Net Change in Cash -4 -8 2 160 -23

Page 14 of 20

-86

-78

-57

60

75

1,241
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Comparable Company Analysis
These companies ate chosen by the analyst and the data are shown by nearest calendar year in descending market capitalization order.

Valuation Analysis

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

Company/Ticker Value 2011 2012(E) 2013(E) 2511 2012(E) 2013(E) 2511 2012(E) 2013(E) 2011 2012(E) 2013(E) 2011 2012(E) 2013(E)

Dominion Resources Inc ( l(Ss 0.97 17.4 17.0 15.6 12.2 10.7 9.8 NM NM NM 2.6 2.4 2.3 ?.1 2.2 2.1
AOL Resources, Inc. tA.S lISA 1,07 14.5 75.2 73.8 15.5 8.5 8.0 205.5 11.7 45.1 1.5 1.4 1.3 2.1 7.7 1.0
Average 16.0 76.1 14.7 13.9 9.6 8.9 205.5 11.7 45.1 2.1 1.9 1.8 2.1 7.7 1.6
NiSource Inc ‘ 05 1.04 17.6 77.8 76.6 10.1 10.0 9.1 NM NM NM 1.3 7.5 1.4 1.1 1.5 1.3

Returns Analysis
ROIC ‘/ Adjusted ROIC ‘/ Return en Equity % Return on Assets % Dividend Yield ‘A

Cast Historical Year
Total Assets

Company/Ticker (Mill 2011 2012(E) 2013(E) 2011 2012(E) 2013(E) 2011 2012(E) 2013(E) 2011 2012(E) 2013(E) 2011 2012(0) 2013(E)
Dominion Resources ecU USA —uso 9.4 7.9 8.2 10.6 8.8 9.1 12.0 74,9 75.3 3.2 3.8 4.0 3.7 4.0 4,3

• AOL Resources, Inc. (AS USA 13,913USD 5.3 6.8 6.1 6.7 8.6 7.6 6.7 9.7 9.6 1.6 2.2 2.4 3.0 4.6 4.7
Average 7.4 7.4 7.2 8.7 8.7 8.4 9.4 72.0 12.5 2.4 3.0 3.2 3.4 4.3 4.5
NiSource Inc NI US —050 6.3 6.5 6.4 8.6 8.7 8.5 6.0 8.1 8.8 1.5 2.0 Z3 3.9 3.5 3.9

Growth Analysis

Revenue Growth % EBIT Growth % EPS Growth % Free Cash Flow Growth % Dividend/Share Growth °/x
Last Historical Year

Revenue
Company/Ticker (Mill 2011 2012(E) 2013(E) 2011 2012(E) 2013(E) 2011 2012(E) 2013(E) 2011 2012(E) 2013(E) 2011 2012(E) 2013(E)
Dominion Resources Inc U [ISA 14,379usD -5.4 -6.6 7.9 -11.5 24.5 8.9 -8.6 0.9 9.0 -93.7 -65.9 NM 7.7 7.7 6.6
AOl. Resources, Inc. GAS [ISA 2,338 USD -1.5 83.9 7.8 -12.0 56.9 8.0 -4.2 -8.4 9.8 -704.4 -132.6 -7.7 2.3 3.2 3.2
Average -3.5 38.1 7.9 -11.8 40.7 8,5 -6.4 -3.8 9.4 -399.1 -99.3 -7.7 5.0 5.2 4.9
NiSource Inc NI US 6,019 UsO -6.3 -82 10.3 -0.1 13.6 11.6 10.8 7.5 7.5 -95.1 NM .582 — 22 4.3

C Mmningntar OnlY All Richts Reserved Momrgscats Ceedit Ratings & Research is peothrcedandoeered byMomiegntae. ire, wACh isnot renissered wvhthe US. Sertonies and txcirargn Corsrsission asa Natiorraty Recpasiued Statistical Rating Organization Page 15 el 20
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Comparable Company Analysis
These companies are chosen by the analyst and the data are shown by nearest calendar year in descending market capitalization order.

Profitability Analysis
Gross Margin % EBITDA Margin % Operating Margin %

Last Historical Year
Net Income

(MO) 2011 20120 2013(E) 2011 2012(0 20130 2011 20120 2013(0 2011 2012t0 2013(0 2011 2012(E) 2013(0

1,754uSD 55.4 58.5 57.5 28.9 35.4 35.6 19.9 26.5 26.8 12.2 73.2 73.4 -4.] -3.6 -9.4

236usD 53.1 52.7 52.6 26.8 25.4 24.9 18.8 76.7 76.7 10.1 7.3 7.4 1.0 70.0 2.3

54.3 55.6 55.7 27.9 30.4 30.3 19.4 27.3 27.5 11.2 70.3 70.4 -1.9 3.2 -3.6

389 USD 57.5 65.7 63.1 24.0 28.6 28.5 15.1 18.7 18.9 6.5 7.7 8.1 -3.4 0.1 -2.3

Debt/Equity % Debtftntal Cap % EBITDNInterest Exp. Tetul Debt/EBITDA Assets/Equity

Last Historical Year
Total Debt

(Mu) 2011 2012(E) 2013(E) 2011 2012(E) 2013(E) 2011 2012(E) 2013(E) 2011 2012(E) 2013(E) 2011 2012(E) 2013(E)

20.687 USD 176.8 777.3 769.7 63.9 63.9 62.9 4.8 5.3 5.4 5.0 4.6 4.4 3.9 3.8 3.7

4,899usD 14].] 736.7 734.8 59.6 576 57.4 4.6 5.9 6.0 7.8 4.4 4.3 4.2 4.0 4.0

162.3 756.7 752.3 61.8 60.8 60.2 4.7 5.6 5.7 6.4 4.5 4.4 4.1 3.9 3.9

7,954 USD 159.2 142.4 142.3 61.4 58.7 58.7 3.8 4.1 4.3 5.5 5.0 4.7 4.1 3.9 3.9

Liquidity Analysis
Cash per Share Current Ratio Quick Ratio Cush/Short-Tenu Debt Payout Ratio %

Market Cap
Company/Ticker (Mill 2011 2012(E) 2013(E) 2011 2012(E) 2013(E) 2011 2012(E) 2013(E) 2011 2012(E) 2013(E) 2011 2012(E) 2013(E)

Dominion Resources Inc’i USA 30,110USD 0.18 0.09 0.23 0.78 0.72 0.77 0.59 0.56 0.60 0.03 0.07 0.04 80.4 68.5 67.7

AOL Resources, Inc. GAS USA. 4,771 USD 0.85 0.22 0.38 0.89 0.88 0.92 0.65 0.62 0.64 0.05 0.03 0.05 84.7 69.5 65.3

Average 0.52 0.76 0.37 0.84 0.80 0.85 0.62 0.59 0.62 0.04 0.02 0.05 82.6 69.0 66.2

NiSource Inc NI US 8,016 USD 0.60 1.13 0.97 0.62 0.74 0.68 0.46 0.60 0.53 0.10 0.32 0.21 88.9 64.8 62.9
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Net Murgin%

Company/Ticker

Dominion Resources Inc U/ISA

AOL Resources, Inc. GAS I iSA

Average

NiSource Inc NI US

Leverage Analysis

Company/licker

Dominion Resources Inc U USA

• AGL Resources, Inc. (AS liSt5

Average

NiSource Inc NI US

Free Cash Flew Margin %
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Research Methodology for Valuing Companies

Components of Our
Methodology

Eccnomic Moatw Rating
e- Moat Treedde Rating

Moat Valuation

- Three-Stage Diocounted

Cast Flow

Weighted Average Coot
of Capital

e- Fair Value Estimate

Scenario Analysis

Uncertainty Ratings
‘ Margin of Safety

‘ Consider Buying/Selling

. Stewardship Rating

The Morningstar Rating for stocks identifies companies trad
ing at a discount or premium to our analysts’ assessment of
their fair value. A number of components drive this rating: (1)
our assessment of the firm’s economic moat, (2) our estimate
of the stock’s intrinsic value based on a discounted cash-flow
model, (3) the margin of safety bands we apply to our lair
Value Estimate, and (4) the current stock price relative to our
fair value estimate.

The concept of the Morningstar Economic Moat Rating
plays a vital role not only in our qualitative assessment of a
firm’s investment potential, but also in our valuation process.
We assign three moat ratings—none, narrow, or wide—as
well as the Morningstar Moat Trend Rating—positive,
stable, or negative—to each company we cover. There are
two major requirements for firms to earn either a narrow or
wide moat rating: (1 (the prospect of earning above-average
returns on capital: and (2) some competitive edge that pre
vents these returns from quickly eroding. The assumptions
we make about a firm’s moat determine the length of “eco
nomic outperformance” that we assume in the latter stages

of our valuation model. We also quantify the value of each
firm’s moat, which represents the difference between a firm’s
enterprise value and the value of the firm if no future net in
vestment were to occur. Said differently, moat value identi
fies the value generated by the firm as a result of any future
net new investment. Our Moat Trend Rating reflects our as
sessment of whether each firm’s competitive advantage is
either getting stronger or weaker, since we think of moats as
dynamic, rather than static.

At the heart of our valuation system is a detailed projection
of a company’s future cash flows. The first stage of our three
stage discounted cash flow model can last from 5 to 10 years
and contains numerous detailed assumptions about various
financial and operating items. The second stage of our mod
el—where a firm’s return on new invested capital (RONIC)
and earnings growth rate implicitly fade until the perpetuity
year—can last anywhere from 0 years (for no-moat firms) to
20 years (for wide-moat companies). In our third stage, we
assume the firm’s RONIC equals its weighted average cost of
capital, and we calculate a continuing value using a standard

Morningstar Research Methodology for Valuing Companies

Fundamental
Analysis

Economic
Moat9ating

Company
Valuation

Fair Value
Estimate

*****

Uncertainty
Assessment

**
*

Analyst conducts Strength of competitive Analyst considers Analyst uses a The analyst then eval- The current stock price
company and advantage is rated: past financial results discounted cash-flow uates the range of relative to Morningstar’s
industry research: None, Narrow, or Wide end focuses on model to develop potential intrinsic Fair Value Estimate,

. . competitive position a Fair Value Estimate, values for the company adjusted for uncertainty,Financial statement Advantages that confer
. . and future prospects which serves as the and assigns an determines theanalysis an economtc moat: , -

. .to torecast future noundation for Uncertaint-j Rating: Low, Morntngstar Rating
Channel checks High Switching Costs cash flows. the Morningster Medium. High, for stocks.

. . IMicrosoft) Rating for stocks. Very High. or Extreme.Trade-show Visits
Assumptinns are The Morniupsiar RatingCost advantage .

. . -. Industry and company
(Wal-Mart)

entered into The Uncertainty Rating for stocks is updated
reports and journals Morningstar’s determines the margin each evening after the

Intangible assets proprietary discounted of safety required market closes.
‘ Conference calls

(Johnson & Johnson) cash-flow model, before we would rec
Management and ommend the stock.

. . Network Effect
site visits The higher the uncerlMastercardl

tainty, the wider
Efficient Scale the margin of safety.
(Lockheed Martin)
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Detailed Methodology
Documents and Materialsa

Comprehensive

Equity Research Methodology
Uncertainty Methodology
Cost of Equity Methodology
Morningstar DCF
Valuation Model
Stewardship Rating
Methodology

— py’5. cn3c1’.r

rvnrvse;il.3r;’i, icr ni-re

jr,lcrrrlon

perpetuity formula. In deciding on the rate at which to dis
count future cash flows, we ignore stock-price volatility.
Instead, we rely on a system that measures the estimated
volatility of a firm’s underlying future free cash flows, tak
ing into account fundamental factors such as the diversity of
revenue sources and the firm’s fixed cost structure.

We also employ a number of other tools to augment our valu
ation process, including scenario analysis, where we assess
the likelihood and performance of a business under different
economic and firm-specific conditions. Our analysts typically
model three to five scenarios for each company we cover,
stress-testing the model and examining the distribution of
resulting fair values.

The Morningstar Uncertainty Rating captures the range of
these potential fair values, based on an assessment of a
company’s future sales range, the firm’s operating and fi
nancial leverage, and any other contingent events that may
impact the business. Our analysts use this range to assign
an appropriate margin of safety—or the discount/premium

to a fair value we apply in setting our consider buying/con
sider selling prices. Firms trading below our consider-buying
prices receive our highest rating of five stars, whereas firms
trading above our consider-selling prices receive our lowest
rating of one star.

Our corporate Stewardship Rating represents our assess
ment of management’s stewardship of shareholder capital,
with particular emphasis on capital allocation decisions.
Analysts consider companies’ investment strategy and
valuation, financial leverage, dividend and share buyback
policies, execution, compensation, related party transac
tions, and accounting practices. Corporate governance
practices are only considered if they’ve had a demonstrated
impact on shareholder value. Analysts assign one of three
ratings: “Exemplary,” “Standard,” and “Poor.” Analysts judge
stewardship from an equity holder’s perspective. Ratings
are determined on an absolute basis. Most companies will
receive a Standard rating, and this is the default rating in
the absence of evidence that managers have made
exceptionally strong or poor capital allocation decisions.

Morningstar Margin of Safety and Star Rating Bands
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Price/Fair Value

ME High

Uncertainty Hdilirlg
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Morningstar’s Approach to Rating Corporate Credit

- Offers a proprietary
measure of the credit qual
ity of companies on our
coverage list.

Encapsulates our in-depth
modeling and quantitative
work in one letter grade.

Allows investors to rank
companies by each of
the four underlying com
ponents of our credit
ratings, including both
analyst-driven and
quantitative measures.

Provides access to all
the underlying forecasts
that go into the rating,
available through our insti
tutional service.

Purpose

The Morningstar Corporate Credit Rating measures the
ability of a firm to satisfy its debt and debt-like obligations.
The higher the rating, the less likely we think the company
is to default on these obligations.

The Morningstar Corporate Credit Rating builds on the
modeling expertise of our securities research team. For
each company, we publish:

- Five years of detailed pro-forma financial statements

b Annual estimates of free cash flow

Annual forecasts of return on invested capital

- Scenario analyses, including upside and downside cases

Forecasts of leverage, coverage, and liquidity ratios
for five years

- Estimates of off balance sheet liabilities

These forecasts are key inputs into the Morningstar
Corporate Credit Rating and are available to subscribers
at select.morningstarcom.

Methodology

We feel it’s important to perform credit analysis through
different lenses—qualitative and quantitative, as well as
fundamental and market-driven. We therefore evaluate
each company in four broad categories.

Business Risk

Business Risk captures the fundamental uncertainty around
a firm’s business operations and the cash flow generated
by those operations. Key components of the Business Risk
rating include the Morningstar Economic Moattm Rating and
the Morningstar Uncertainty Rating.

Cash Flow Cushioif4

Morningstar’s proprietary Cash Flow Cushion’tm ratio is a
fundamental indicator of a firm’s future financial health
The measure reveals how many times a company’s internal
cash generation plus total excess liquid cash will cover
its debt-like contractual commitments over the next
five years. The Cash Flow Cushion acts as a predictor of
financial distress, bringing to light potential refinancing,
operational, and liquidity risks inherent to the firm.

Morningstar Research Methodology for Determining Corporate Credit Ratings

Analyst coeducts
company and
industry research:

• Management interviews
• Conterence calls
• Trade show visits
• Competitor, supplier,

distributor, aed
customer interviews

• Assign Economic
Muattm Rating

Analyst considers
company financial
statements
and competitive
dynamics to
forecast future
free cash
flows to the firm.

BBB
AAA

A.. AA
Analysts run bull
and bear cases
through the model
to derive alternate
estimates of
enterprise value.

We gauge a firm’s
health using
quantitative tools
supported by our
own backtesting
and academic
research.

Senior personnel
review each
company to
determine the
appropriate final
credit rating.

AAA

AA

A

BBB

Analyst derives
estimate of Cash-
Flow Cushionce.

eased on compet
itive analysis,
cash-flow fore
casts, and
scenario analysis,
the analyst
essigns
Business Risk.

• Morningstar
Solvency Scorece

• Oistance to Oefault

Eutremely Low Oefault Risk
Very Low Oefault Risk
Low Oefault Risk
Moderate Oefault Risk

BB Above Average Oefault Risk
B High Oefault Risk

CCC Currently Very High Oefault Risk
CC Currently Eotreme Oefault Risk

C Imminent Payment Oefault
U Payment Oefault

• Review modeling
assumptions

• Approve
company-specific
adjustments

[JR under Review
UR+ Positive Credit Implication
UR- Negative Credit Implication
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Morningstar’s Approach to Rating Corporate Credit

The advantage of the Cash Flow Cushion ratio relative to
other fundamental indicators of credit health is that the
measure focuses on the future cash-generating
performance of the firm derived from Morningstar’s
proprietary discounted cash flow model. By making
standardized adjustments for certain expenses to reflect
their debt-like characteristics, we can compare future
projected free cash flows with debt-like cash commitments
coming due in any particular year. The forward-looking
nature of this metric allows us to anticipate changes in a
firm’s financial health and pinpoint periods where cash
shortfalls are likely to occur.

Morningstar Solvency Score”'
The Morningstar Solvency Score” is a quantitative score
derived from both historical and forecasted financial ratios.
It includes ratios that focus on liquidity (a company’s
ability to meet short term cash outflows), profitability
(a company’s ability to generate profit per unit of input),
capital structure (how does the company finance its
operations), and interest coverage (how much of profit is
used up by interest payments).

Distance to Default

Morningstar’s quantitative Distance to Default measure
ranks companies on the likelihood that they will tumble
into financial distress. The measure is a linear model of the
percentile of a firm’s leverage )ratio of Enterprise Value to
Market Value), the percentile of a firm’s equity volatility
relative to the rest of the universe and the interaction of
these two percentiles. This is a proxy methodology for the
common definition of Distance to Default which relies on
option-based pricing models. The proxy has the benefit of
increased breadth of coverage, greater simplicity of
calculation, and more predictive power.

For each of these four categories, we assign a score, which
we then translate into a descriptive rating along the scale
of Very Good! Good / Fain Poor! Very Poor.

Overall Credit Rating

The four component ratings roll up into a ;ingle prelim
inary credit rating. To determine the final credit rating,
a credit committee of at least five senior research per
sonnel reviews each preliminary rating.

We review credit ratings on a regular basis and as events
warrant. Any change in rating must be approved by the
Credit Rating Committee.

Investor Access

Morningstar Corporate Credit Ratings are available on
Morningstar.com. Our credit research, including detailed
cash-flow models that contain all of the components of the
Morningstar Corporate Credit Rating, is available to
subscribers at select.morningstar.com.
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Last Price Fair Value Consider Buy Consider Sell Uncertainty Economic Moat Moat Trend°° Stewardship Morningstar Credit Rating Industry Group

Analyst Note 30 Apr 2013

NiSource NI reported 2013 first-quarter operating earnings
per share of $0.69 versus $0.76 in the same period last year.
The weak results for the recently ended quarter reflect
approximately S0.07 per share earnings dilution from the
September 2012 completion of the forward equity issuance,

which added 24 million new shares. Management
acknowledged the soft first quartet but expressed
confidence that they were on track to achieve net operating
earnings in line with their previous EPS guidance of $1.50
to $1.60. We are reaffirming our 2013 EPS estimate of$1 .56.
We are also reaffirming our narrow moat and stable moat
trend ratings and our fair value estimate of $25 per share.

One recent positive for NiSource’s electric and natural gas
distribution operations in Indiana was the passage of
legislation that allows for a rate tracker for infrastructure

investments for distribution and storage facilities. Although

this does not benefit NiSource’s ongoing environmental
capital expenditures for coal-fired plants, which already
have a rate tracker, or its planned Federal Energy Regulatory
Commission jurisdictional transmission investments, we
believe this legislation is a material long-term positive for
NiSource’s distribution operations in Indiana.

Vital Statistics

Market Cap (USD Mu) 9,694

52-Week High (USO) 31.39

52-Week Cow (USD) 23.14

52-Week Total Return % 31.1

YTD Total Return ¾ 27.1

Cast Fiscal ‘Year End 31 Dec 2011

5-Yr Forward Revenue CAGR ¾ 5.1

5-Yr Forward EPS CAGR % 9.3

Price/Fair Value 1.25

Valuation Summary and Forecasts

Fiscal Year: 2010 2011 2072(E) 2013(E)

Price/Earnings 14.4 17.6 — 20.0
EV/EBITDA 9.7 10.9 — 10.2
EV/EBII 16.1 17.4 — 15.4
Free Cash Flow Yield % -0.3 -2.7 — -7.4
Dividend Yield ¾ 3.8 3.3 — 3.2

Financial Summary and Forecasts (USD Mill
Fiscal Year: 2010 2011 2012(E) 2073(E)

Revenue 6,422 6,019 5,526 6,096

Revenue Y0Y % -3.4 -6.3 -8.2 10.3

EBIT 908 907 7,037 7,150

EBITYoY% 12.8 -0.1 13.6 71.6

Net Income, Adjusted 341 389 426 496

NetlncomeYoY% 15.6 14.1 9.6 16.4

Diluted EPS 1.22 1.35 7.45 1.56

Diluted EPS YoY % 13.8 10.8 7.5 7.5

Free Cash Flow 135 7 384 161

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

Historical/forecast data sources are Momingsrar Estimates and may reflect adiustments

NiSource is an energy holding company whose subsidiaries distribute
natural gas and electricityto more than 3.8 million customers located within
a corridor that runs from the Gulf Coast through the Midwest to New
England. The company owns and operates 75,000 miles of natural gas
transmission pipeline and one of the nation’s largest underground natural
gas storage systems. Northern Indiana Public Service Company, or NIPSCO,
NiSource’s wholly owned electric and gas utility, owns coal, natural gas,
and hydroelectric power plants.
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NiSource Reaffirms Full-Year Guidance After Weak First-
Quarter Results

Standard BBB

Charles Fishman, CFA
Stock Analyst
charles.fishman@morniegstar.com
312-696-6523

Utilities - Regulated

The primary analyst covering thio company
does not own its stock,

Research as of 3t Apr2013
Estimates as of 15 Jun 2013
Pricing data through 2s Apr 2013
Rating updated as of 29 Apr 2013

Curreocy amosntt expressed with S are in
U.S. dallars usoi unless otherwise denoted.
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fulsrningvtar Analyst Forecasts 2
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Morningstar Analyst Forecasts

Financial Summary and Forecasts
Fiscal Year Ends in December

Growth (% Yo

Revenue
EBIT

EBITDA
Net Income
Diluted EPS
Earnings Before Interest, after Tax
Free Cash Flow

5 Year
2009 2010 2011 2012 2013 Proj. C’IGR

— -3.4 -6.3 -8.2 70.3 5.1
—

— 12.8 -0.1 73.6 77.6 9.6
—

— 7.9 -4.0 9.4 70.0 7.6
—

— 15.6 14.1 9.6 76.4 72.7
—

— 13.8 10.8 1.5 7.5 9.3
—

— 3.7 -0.1 5.5 2.7 6.7
—

— -90.9 -95.1 NM -58.2 151.4

3-Year
Hiss. Avg

0.60

5.08
3.72

2009

0,58
4.8?

3.50

Valuation Summary and Forecasts

Price/Fair Value
Price/Earnings

EV/EBIIDA
EV/EBIT
Free Cash Flow Yield %
Dividend Yield %

Key Valuation Drivers

Cost of Equity ¾
Pre-Tax Cost of Debt %
Weighted Average Cost of Capital ¾
Long-Run Tax Rate ¾
Stage II FBI Growth Rate %
Stage II Investment Rate ¾
Perpetuity Year

2010 2011 2012(E) 2013(E)

1.04 1.40 — —

14.4 17.6 — 20.0
9.7 10.9 — 70.2

16.1 17.4 — 75.4
-0.3 -2.? — -1.4
3.8 3.3 — 3.2

Discounted Cash Flow Valuation

Present Value Stage I
Present Value Stage II
Present Value Staqe Ill
Total Firm Value

Firm Value Per Share
USD Mu 1%) Value

1,494 10.0 4.71
2,616 17.4 8.24

10,909 72.6 34.36
15,019 100.0 47.30

3-Year
Hat. CAGR

Forecast

3-Year 5-Year
Profitability Hiss. Avg 2009 2010 2011 2012 2013 Proj. Avg

Operating Margin % 73.8 12.1 14.1 15.1 18.7 18.9 18.7
EBITDA Margin ¾ 22.8 21.0 23.4 24.0 28.6 28.5 27.9
Net Margin % 5.4 4.4 5.3 6.5 7.7 8.7 8.4
Free Cash Flow Margin % 8.2 22.2 2.1 0.1 7.0 2.6 5.6
ROIC % 6.5 6.6 6.6 6.3 6.5 6.4 6.8
Adjusted ROIC ¾ 9.0 9.3 9.1 8.6 8.7 8.5 9.0
Return on Assets % 7.8 2.3 1.5 1.5 2.0 2.3 2.4
Return on Equity % 7.0 9.1 6,0 6.0 8.1 8.8 9.3

Leverage

Debt/Capital
Total Debt/EBITDA
EBITDA/lnterest Expense

5-Year
2010 2011 2012 2013 Proj Avg

0.60 0.61 0.59 0.59 0.57
4.88 5.50 4.98 4.77 4.50
3.84 3.84 4.05 4.28 4.50

10.0

5.0
7.2

Cash and Equivalents 172 — 0.54
Debt -7,954 — -25.05
Preferred Stock — — —

Other Adjustments 380 — 1.20
Equity Value 7,618 — 23.99

Additional estimates and scenarios available for download at http’//oelect.morningotan corn.

35.0 Projected Diluted Shares 318

6.0
66.7 Fair Value per Share IUSDI

15
The data in the table above represent base-case forecasts in the companys reps-sing

currency as of the beginning of me cvrrent year Our fair vatue estimate may differ from the
equity value per ohare shown abovs due to oor time salvo of money adisolmont and in cases
where probability-weighted scenario analysis is performed.
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Morningstar Analyst Forecasts

Income Statement (USD Mu)
Fiscal Year Ends in December Forecast

2009 2010 2011 2012 2013
Revenue 6,649 6,422 6,019 5,526 6,096

Cost of Goods Sold 3,318 2,974 2,556 7,897 2,248
Gross Profit 3,331 3,448 3,463 3,629 3,849

Selling, General & Administrative Expenses 1,653 1,656 1,723 1,760 7,814
Other Operating Expense (Income) 284 287 295 287 295
Other Operating Expense (Income)

— — — — —

Depreciation & Amortization (if reported separately) 589 596 538 551 589
Operating Income (ex charges) 805 90$ 907 1,031 1,150

Restructuring & Other Cash Charges 19 2 17 — —

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

Other Non-Cash (lncome(/Charges
— — — — —

Operating Income find charges) 786 906 891 1,037 1,150

Interest Expense 399 392 377 390 407
Interest Income 10 -78 -47 75 79
Pre-Tax Income 397 436 467 655 763

Income Tax Expense 166 142 163 229 267

Other After-Tax Cash Gains (tosses)
— — — — —

Other After-Tax Non-Cash Gains (tosses) -11 -3 -5 — —

(Minority Interest)
— — — — —

(Preferred Dividends)
— — — — —

Net Income 221 292 299 426 496

Weighted Average Diluted Shares Outstanding 276 280 289 294 318
Diluted Earnings Per Share 0.80 1.04 1.03 1.45 1.56

Adjusted Net Income 295 341 389 426 496
Diluted Earnings Per Share (Adjusted) 1.07 1.22 1.35 1.45 1.56

Dividends Per Common Shore 0.92 0.92 0.92 0.94 0.98

EBITDA 1,376 1,503 1,429 1,581 1,739
Adjusted EBITDA 1,395 1,505 1,446 1,581 1,739
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Morningstar Analyst Forecasts

Balance Sheet (USD Mu)
Fiscal Year Ends in December

______________________

Forecast
2009 2010 2011 2012 2013

191 212 172 332 309

Net Property Plant, and Equipment 10,684 11,09? 11,800 12,650 73,441
Goodwill 3,6?? 3,6?? 3,6]] 3,677 3,677
Other Intangibles 320 309 298 298 298
Deferred Tax Assets (Long-Term)

— — — — —

OtherCong-TermOperatingAssets 1,810 1,851 2,183 2,200 2,310
Cong-Term Non-Operating Assets 557 556 502 502 502
Total Assets 19,272 19,939 20,708 21,465 2.2,564

Accounts Payable 502 582 435 323 382
Short-Term Debt 822 1,41] 1,68] 7,050 1,500
Deferred Tax Ciabilities (Current)

— — — — —

Other Short-Term Liabilities 1,826 1,651 1,525 1,500 1,575
Current Liabilities 3,150 3,649 3,646 Z873 3,457

Long-Term Debt 5,965 5,936 6,26? 6,820 6,700
Deferred Tax Ciabilities (Cong-Term) 2,018 2,210 2,542 2,800 3,000
OtherCong-Term Operating Liabilities 1,559 1,596 1,810 2,000 2,200
Cong-Term Non-Operating Liabilities 1,726 1,625 1,445 7,445 7,445
Total Liabilities 14,418 15,016 15,711 15,938 16,803

Preferred Stock
— — — — —

Common Stock 4,854 4,923 4,997 4,997 4,997
Additional Paid-in Capital

— — — 380 430
Retained Earnings (Deficit)

— — — 150 334
(Treasury Stock)

— — — — —

Other Equity
— — — — —

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

Minority Interest
— — — — —

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

Cash and Equivalents

Investments

Inventory

Deferred Tax Assets (Current)

Other Short Term Assets

Current Assets

Accounts Receivable 809 1,079 855 833 919
54] 428 566 421 499

677

_______

730

_______

655

_______

553

_______

610
2,224 2,449 2,248 Z138 Z336
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Morningstar Analyst Forecasts

Cash Flow )USD Mu)
Fiocal Year Ends in December

Net Income

Depreciation

Amortization

Stock-Based Compensation

Impairment of Goodwill

Impairment of Other Intangibles

Deferred Taaes

Other Non-Cash Adjustments

(Increase) Decrease in Accounts Receivable

(Increase) Decrease in Inventory

Change in Other Short-Term Assets

Increase (Decrease) in Accounts Payable

Change in Other Short-Term Liabilities

Cash From Operations

Forecast
200s 2t 2y11 2012 2073

217 283 299 426 496

590 597 538 551 589

10 31 39 40 41

378 194 178 258 200
25 78 128 — —

-244 220 22
103 -142 145

23 90 103

38 -155 -112

-320 -276 -25

783 920 1,408

(Capital Espanditures) -777 -804 -1,125 -1,400 -1,380
Nat (Acquisitions), Asset Sales, and Disposals 6 1 9 — —

Net Sales (Purchases) of Investments
— — — — —

Other Investing Cash Flows 109 -140 -34 173 90
Cash From Investing 462 -944 -1,149 -1,228 -1,290

Common Stock Issuance (or Repurchase) 8 13 21 380 50
Common Stock (Dividends) -253 -256 -258 -276 -312
Short-Term Debt Issuance (or Retirement) -1,061 1,280 -23 -637 450
Long-term Debt Issuance (or Retirement) 290 -826 541 553 -120
Other Financing Cash Flows

— — — -40 -41
Cash From Financing -1,016 211 281 -20 27

Enchange Rates, Discontinued Ops, etc. (net) -247 -57 -50 — —

Net Change in Cash -4 -8 2 160 -23

Page 5 at

259

129

-191

503

1,921

-86

-78

-57

60

75

1,241
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Analyst Note 01 May 2012

On May 1, NiSource NI reported solid 2012 first-quarter
earnings. However, the favorable results were
overshadowed by management’s announcement that they
are very close to a joint venture agreement that would

— include a significant downstream infrastructure investment
opportunity in the Utica play. In addition, NiSource
announced two gas transmission and storage segment
projects totaling $370 million.

— The IV and the two projects provide further confidence that
the company will sustain the recent higher level of capital
spending exceeding $1.4 billion in 2012, which we estimate

— will drive 8% annual EPS growth during the next five years.
NiSource reiterated 2012 operating earnings guidance of

$1.40
to $1.50 pet share. Our 2012 EPS estimate of $1.42

is unchanged. We are also reaffirming our $23 per share
fair value estimate.

First-quarter weather-normalized operating earnings were
$0.76 per share versus $0.74 in the same period last year.
Mild weather (23% warmer than normal) decreased
residential and commercial gas distribution sales and
throughput in gas transmission and storage, and reduced

GAAP earnings by approximately $0.08 per basic share.
Operating earnings benefited from strong industrial gas
distribution sales and the impact of higher rates due to the
NIPSCO, Columbia Gas of Ohio, and Columbia Gulf rate
cases in 2011. Employee and administrative costs were
lower for gas distribution and gas transmission and storage,
primarily pension-related costs. In 2011, NiSource made
accelerated pension fund contributions of $400 million,
which helped first-quarter earnings.

Management indicated that it was in advanced discussions
with an individual producer counterparty regarding a IV
utilizing NiSource’s acreage position in the liquids-rich

Page 1 516

25.33 USD 23.00usD 16.10 uso

NiSource’s Infrastructure Investments Overshadow Solid First-
Quarter Results

Stable NA BBB

Charles Fishman
Stock Analyst
chatles.fishman©mooningstar.cem
312-696-6523

Momingstar Credit Rating Industry Group

Utilities - Regulated

The primal analyst covering this company
does not own its stock

Research as ef 01 May 2012
Estimates as ef 25 Apr 2012
Pricing data through Ot May 2012
Rating updated as sf01 May 2012

Curreocy amounts eopressed with S are in
U.S. dollars 1USD) unless otherwise denoted.

Coatests

Analyst Nute

Msrsingstat Analyst Forecasts

Vital Statistics

Market Cap (USD Mill 1,188

52-Week Eligh (1150) 24.16

52-Week Low (USD) 11.95

52-Week Total Return ¾ 35.0

110 Total Return ¾ 8,3

Last Fiscal Year End 31 Dec 2011

5-Yr Forward Revenue CAGR ¾ 5.0

5-Yr Forward EPS CAGR ¾ 8.2

Price/Fair Value 1.10

Valuation Summary and Forecasts

Fiscal Year: 2010 2011 2012(E) 20t3(E)

Price/Earnings 14.4 11.6 77.8 16.6
EV/EBITDA 8.1 10.1 9.7 8.8
EV/EBII 13.5 16.1 14.9 13.5
Free Cash Flow Yield % -0.5 -3.1 -0.7 -0.7
Dividend Yield% 5.2 3.9 3.7 4.7

Financial Summary and Forecasts (USD Mil)

Fiscal Year. 2010 2011 2012(E) 2013(E)

Revenue 6,422 6,019 5,508 6,069

Revenue YoY ¾ -3.4 -6.3 -8.5 10.2

EB)T 908 90] 1,013 7,723

EBITYoY% 12.8 -0.1 17.7 70.9

Net Income, Adjusted 341 389 412 476

Net Income YoY % 15.4 14.0 5.9 15.7

Diluted EPS 1.22 1.35 1.42 1.53

Diluted EPS YoY ¾ 13.7 10.7 5.2 7.7

Free Cash Flow -27 -205 -50 -52

FreeCashF)owYoY% -102.3 670.3 -75.8 5.0
Source for forecasts in the data tables above. Momingstar Estimates

Profile

NiSource is an energy holding company whose subsidiaries distribute
natural gas and electricity to more than 3.8 million Customers located within
a corridor that runs from the Gulf Coast through the Midwest to New
England. The company owns and operates 1 5.000 miles of natural gas
transmission pipeline and one of the nation’s largest underground nattral
gas storage systems. Northern Indiana Public Service Company. NiSource’s
wholly-owned electric and gas utility, owns coal, natural gas and
hydroelectric power plants.

o Morningetar 2012 All lights Reserved. Morningstars Credit Ratings & Research is produced and offered by Morn,ngstar Inc ,which is not registered with the 55. Securities and Exchange Commission as a Nationally Recognized Statistical Rating Organization
I ‘NRSRO’i unless otherwise p,ouidnd isa snporotr xpremoent. you may use this report any in the country or which its origins distributor is bused the intomrotioe. drts, analyses trod eprnioes pxoswred hnree deco, sonstitstn investment aduke. me provided
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portion of the Utica Play in Eastern Ohio. NiSource would
provide gathering services and cryogenic processing and
make a significant downstream infrastructure investment.
Management indicated that it hoped to be able to announce
details in the next month or so.

In addition to the potential JV, NiSource announced the Big
Pine Gathering System anchored by a long-term agreement
with XTO Energy. The 70-mile, $150 million project in
Western Pennsylvania is expected to be in service in
December 2012. Like the JV, it also would not be subject to
regulation and likely has the potential for higher returns on
invested capital than FERC-regulated pipelines.

The other newly announced project is the $220 million
Westside expansion that will transport Marcellus
production to Gulf Coast markets utilizing NiSource’s
Columbia Gulf pipeline. Binding long-term agreements have
been signed with two shippers and the project, subject to
FERC regulation, is expected to be in service in late 2014.
These project announcements and the JV demonstrate the
value of NiSource’s pipeline footprint in the Marcellus and
Utica shale plays and provide additional visibility on the
company’s investment opportunities that we believe are
likely to drive strong earnings growth over the next five
years.
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Morningstar Analyst Forecasts

Financial Summary and Forecasts

-

Forecast
3-Year 5-Year

Hist. CAGR Dec 2009 Dec 2010 Dec 2011 Dec 2012 Dec2013 Proj. CAGR
—

— -3.4 -6.3 -8.5 70.2 —

— — 12.8 -0.1 17.1 10.9 8.8
—

— 7.9 -3.9 8.2 9.5 7.0
—

— 15.4 14.0 5.9 75.7 10.3
—

— 13.7 10.7 5.2 7.7 8.2
—

— -60.0 12.8 -23.8 7.9 -0.7
—

— -85.4 -44.7 -6.8 -16.3 77.1

Leverage

Debt/Capital
Total Debt/EBITDA
EBITDA/Interest Expense

Hist. Avg Dec 2009 Dec 2010 Dec 2011

0.60 0.58 0.60 0.61
5.09 4.87 4.89 5.50
3.72 3.49 3.84 3.84

5-Year
Dec2012 Dec2073 Proj. Avg

0.59 0.59 0.58
5.72 4.82 4.10
3.96 4.78 4.27

Price/Fair Value
Price/Earnings

EV/EBITDA
EV/EBIT

Free Cash Flow Yield %

Dividend Yield ¾

2010 2011 2012(E) 2013(E)

1.04 1.40 — —

14.4 17.6 17.8 76.6
Present Value Stage I

8.1 10.7 9.7 8.8
Present Value Stage II

13.5 16.1 149 135
Present Value of the Perpetuity

-0.5 -3.1 -0.7 -0.7
Total Firm Value

5.2 3.9 3.7 4.1

10.5 Other Adjustments

2.5 Equity Value

7.6

35.g Projected Diluted Shares

15

Firm Value Per Share
USD Mu 351 Value

1,174 8.1 3.68

13,385 91.9 41.97

14,559 100.0 —

172 — 0.54
8,000 — -24.94

-7,782 — -24.40
425 — 1.33

7,202 — 23.04

319

23.00

Growth (% Yo37

Revenue

EBIT
EBITDA
Net Income
Diluted EPS
Earnings Before Interest, after Tax
Free Cash Flow to the Firm

3-Year 5-Year
Profitability Hist. Avg Dec2009 Dec 2010 Dec 2011 Dec2012 Dec2073 Proj. Avg

Operating margin % 73.8 12.1 14.1 15.1 78.4 78.5 78.3
EBITDA margin % 22.8 21.0 23.4 24.0 28.4 28.2 27.5
Net margin % 4.5 3.7 4.6 5.2 7.5 7.9 7.9
Free Cash Flow to the Firm margin ¾ 78.7 43.8 6.7 3.9 4.0 3.0 4.5
ROIC with Goodwill % 70.8 17.9 7.0 7.5 5.5 5.6 5.7
ROIC w/out Goodwill % 14.2 23.7 9.2 9.7 7.0 7.1 7.7
Return on Assets, pretax % 5.7 8.2 4.6 4.4 4.8 5.1 5.2
Return on Equity % 7.2 9.5 6.0 6.1 7.8 8.4 8.8

3-Year

Valuation Summary and forecasts Discounted Cash flow Valuation

Cash and Equivalents
Debt

Key Valuation Drivers Net balance sheet impact

Cost of Equity %

Credit Spread for Debt %
Weighted Average Cost of Capital ¾
Long-Run Tax Rate %

Stage II EBI Growth Rote % 3.0
Stage II Investment Rate % 13.8 Fair Value per Share USD1

Perpetuity Year
The data in the table above represent base-case forecustn When probability-weighted

Additional estimates and ocenariot available for download at http://oelect.morningtrar tom, scenario analysis is performed, the turn of per share values may differ from the Fair Valve
Estimate
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Morn ingstar Analyst Forecasts

Income Statement )USD Mu)

Forecast

Dec2009 Dec2010 Dec2011 Dec2012 Dec2013
Total Revenue 6,649 6,422 6,019 5,508 6,069

Cost of Goods Sold 3,318 2,974 2,556 7.897 2,248
Gross Profit 3,331 3,448 3,463 3,611 3,827

Selling, General & Administrative Expenses 1,653 1,656 1,723 1,760 1,874
Research & Development Expenses

— — — — —

Other Operating Expenses (Income) 284 28] 295 287 295
Restructuring & Other Charges (Gains) 19 2 17 — —

Depreciation Expense (if reported separately) 589 596 538 557 589
Amortization of Other Intangibles (if reported seperately) — — — — —

Amortization/Impairment of Goodwill
— — — — —

Total Expenses 5,864 5,516 5,129 4,495 4,946

Operating Income (EBIfl 786 906 891 1,013 1,123

Interest Expense 399 392 377 395 470
Interest & Other Income (Expense) 10 -78 -47 15 79
Pre-Tax Income 397 436 467 633 732

Income Tax Expense (Benefit) 766 142 163 221 256
Income After Taxes 231 295 304 412 476

Minority Interest & Other After-Tax Operating Additions — — — — —

to (Subtractions from) Earnings Before Interest
(Preferred Dividends)

— — — — —

After-Tax Non-Operating Income, Extraordinary Items (tosses), -11 -3 -5 — —

Discontinued Operations, Accounting Changes

Net Income (Loss) 221 292 299 412 476
Net Income (toss) Excluding Charges 295 341 389 472 476

Diluted Shares Outstanding )Mil) 276 280 289 290 312
Diluted EPS Including Charges 0.80 1.04 1.03 7.42 7.53
Diluted EPS Excluding Charges 1.07 1.22 1.35 7.42 7.53

Dividends Per Common Share 0.92 0.92 0.92 0.92 0.95

EB)TDA 1,375 1,503 1,429 1,564 1,772
EBITDA without restrucWring 1,394 1,505 1,446 1,564 1,712

0 Mwo.rrgstar Uxit. Al Rights Reservcd Msrningstans Credit Raresgs & Research 5 pecdeed arc effcrcd byMorningear, Iror, which snot ref stored wxh the 05. Seec’dies and Esdrangecornmissioo as a NatienailyRocogeized Statotical Rating xrgasizatioo Puge 4 et 6
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Morningstar Analyst Forecasts

Balance Sheet (USO Mu)

Assets

Excess Cash & Investments

Operating Cash & Equivalents

Accounts Receivable

Inventory

Forecast
Dec 2009 Dec 2010 Dec 2011 Dec 2012 Dec 2013

—

— 112 266 797
191 212 60 83 97
809 1,079 855 755 837
547 428 566 427 499

655

_______

600

_______

630
2,449 2,248 Z125 Z248

Other Short Term Operating Assets 677 730
Total Current Assets 2,224

Property Plant & Equipment, Net 10,684 11,097 11,800 12,650 73,476
Property Plant & Equipment, Gross 19,038 19,590 20,470 27,877 23,226
(Accumulated Depreciation) -8,354 -8,493 -8,670 -9,221 -9,870

Goodwill, Net 3,677 3,677 3,67] 3,677 3,677
Other Intangibles 320 309 298 298 298
Other Cong-Term Operating Assets 1,810 1,851 2,183 Z200 2,370
Deferred Tax Assets

— — — — —

Long-Term Non-Operating Assets, including Pension items 557 556 502 502 502
Total Assets 19,272 19,939 20,708 21,451 22,451

Liabilities

Accounts Payable 502 582 435 298 395
Short-Term Debt 822 1,417 1,687 7,500 7,500
Other Current Liabilities 1,826 1,651 1,525 7,500 7,575
Total Current Liabilities 3,150 3,649 3,646 3,298 3,470

Long-Term Debt 5,965 5,936 6,267 6,500 6,750
Incremental Debt Requirements

— — — — —

Total Long-Term Debt 5,965 5,936 6,267 6,500 6,750

Cong-Term Operating Liabilities 1,559 1,596 1,810 7,850 7,943
Deferred Tax Liabilities 2,018 2,210 2,542 2,792 3,042
Long-Term Non-Operating Liabilities 1,726 1,625 1,445 1,445 7,445
Total Liabilities 14,418 15,016 15,711 15,885 16,650

Preferred Stock — — — — —

Minority Interest — — — — —

Shareholders’ Equity

Common Stock 4,854 4,923 4,997 4,997 4,991
Additional Paid in Capitol

— —
— 425 479

Retained Earnings (Deficit)
— —

— 744 325
(Treasury Stock)

— — — — —

Other Equity
— — — — —

Total Shareholders’ Equity 4,854 4,923 4,997 5,567 5,802
Total Liabilities + Shareholders’ Equity 19,272 19,939 20,708 21,451 2Z451
Difference, from analyst adjustments and restatements -1 — — — —
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Morningstar Analyst Forecasts

Forecast
Dec2011 Dec2012 Dec2013

299 412 476

538 551 589

9 102 134 — —

403 207 212 250 250

220

-142

83

-155

-269

920

100

745

55

.737

-25

7,351

-77

-78

-30

97

75

7,303

(Capital Expenditures) -77] -804 -1,125 -7,400 -1,355
(Acquisitions)

— — — — —

Asset Sales & Dispositions of Discontinued Operations 6 1 9 — —

Other Investing Cash Flows (Outlays) 117 -140 -34 23 -18
Cashfromlnuesting -655 -944 -1,149 -1,378 -1,373

Common Stock (Purchase) or Sale 8 13 21 425 54
Common Stock (Dividends) -253 -256 -258 -267 -296
Preferred Stock lsxue/)Purchase(/(Dividends(

— — — — —

Short Term Debt Issuance and (Retirement) -1,061 1,280 -23 -787 —

Cong Term Debt Issuance and (Retirement) 290 -821 541 233 250
Minority Interest Addback of Income (Loss) Distribution — — — — —

Other Financing Cash Flows (Outlays)
— — — — —

Cash From Financing -1,016 216 281 204 9

Benefit (Loss) from Exchange Rates/Discontinued Operations, etc. -234 -5] -50 — —

Net Change in Cash 16 -8 2 177 -61
Change in Cash on Balance Sheet 191 21 -40 777 -67
Difference, from analyst adjustments and restatements -175 -29 42 — —

Page 6 of 6

Dec2009 Dec2010

218 292

589 596

Cash flow )U$D MiI(

Net Income from Continuing Operations

Depreciation Expense

Amortization of Other Intangibles

Impairment of Goodwill

Other Non-Cash Adjustments to Operating Income
Deferred Income Taxes & Other Adjustments to Net Income

Changes in Operating Assets and Liabilities

(Increase) Decrease in Accounts Receivable

(Increase) Decrease in Inventory

(Increase) Decrease in Prepayments, other Current Assets
Increase (Decrease) in Accounts Payable

Increase (Decrease) in Other Current Liabilities

Cash from Operations

259 -244

129 103

25 42

-192 38

481

_______

-359

1,921 777
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CNRSRO9. Unless otherwise provided in a separate agreerrrent. you may use this report only in the country in which its original distributor is based. The information, data, analyses ant opinions presented herein do not constitute investment advice; are provided
solely Ito ‘informational prapeses arid therefore are not an oxen to bog on sell a secorrty and are nor warranted to be correct. carr.plcte on accurate. The opinions expressed areas of the date vectten arid are subject to charge yvitlnat rartee. Except ax otherwise
reqrEed bylaw, MonhngsoarsUall noted resa000ible for arry reading decisions, danranes or other losses resulting from, or related to, the infomratito. data, analyses or cpinces or their use red rnforrnanrrer corrtaioed here.n is the proprietary property of
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Analyst Nate

Momingstar Analyst Forecasts 3

Analyst Note 02 Nov 2012

On Nov. 2, NiSource NI reported third-quarter 2012
operating earnings of $0.05 per share versus $0.11 per share
in the same period last year. The negative variance primarily
reflects the $50 million cost to achieve the Columbia Gas
Transmission’s pipeline modernizations settlement announced
in September. NiSource reaffirmed its 2012 operating

earnings guidance range of $1.40-$1.50 per share and its
long-term annual EPS growth rate of 5%-7%. We are
reiterating our 2012 EPS estimate of $1.46 and our long-
term earnings outlook. Our $25 per share fair value estimate
is also unchanged.

Gas Transmission & Storage had operating earnings of $38.8
million for the recently ended quarter versus $68.2 million
in the same period last year. The negative variance was
primarily due to the pipeline modernization settlement,
partially offset by earnings from new projects placed in
service and the impact of the Columbia Gulf rate case.

NiSource’s Electric Operations reported operating earnings
for the quarter of $77.7 million compared to $72.9 million
last year. The segment benefited from the 2011 Indiana rate
case. Gas Distribution also had a good quarter driven by the
implementation of new rates due to a rate case in
Pennsylvania and higher revenues from the Columbia Gas
of Ohio’s ongoing infrastructure replacement program.

Operating earnings for the segment increased to $15.5
million compared to $8 million in the 2011 third quarter.

Management’s status report on major projects in
construction or development was for the most part
consistent with those made at the September investor day
meeting. New information included the entering into
binding agreements with customers for the East Side
Expansion project. The project is now estimated to cost $210
million and expected to be in service in the 2015 third

Vital Statistics

Market Cap (USO Mil)

52-Week High (USD1

52-Week Cow (USD)

52-Week Total Return %

110 Total Return %

Last Fiscal Year End

5-Yr Forward Revenue CAGR %

5-Yr Forward EPS CAGR %

Price/Fair Value

Valuation Summary and Forecasts

Fiscal Year: 2010

Price/Earnings

EV/EBITDA

EV/EBIT

Free Cash Flow Yield %

Dividend Yield %

Financial Summary and Forecasts tUSD Mu)

Fiscul Year: 2010 2011

Revenue 6,422 6,019

Revenue YoY % -3.4 -6.3

EBII 908 907

EBIIYoY% 12.8 -0.1

Net Income, Adjusted 341 389

Net Income YoY % 15.4 14.0

Diluted EPS 1.22 1.35

Diluted EPS Y0Y % 13.7 10.7

Free Cash Flow -27 -205

Free Cash Flow YoY % -102.3 670.3

Source for forecasts ir the data tables absun Morvingstur Estimates

Profile

Consider Buy Consider Sell Uncertainty Economic Moat” Moat Trend” Stewardship Momingstar Credit Rating Industry Group

NiSource’s Weak Results in 3Q From Settlement Agreement;
No Change to EPS or Fair Value Estimates

Charles Fishman. CFA
Stock Analyst
charles fishman©mornitgstsr.com
312-596-6623

The primary analyst covering this company
does nat own its stack

Research as at 02 Nov 2012
Estimates as sf31 Jul 2012
Pricing data threugh 01 Nov 2012
Rating updated as of Ot Nov 2012

7,251

26.15

21.17

23.8

10.8

31 Dec2011

5.1

9.4

1.02

Currency amounts eapressed with S are in
U.S. dollars 1USD) unless otheR’dioe denated.

Contents

2011 2072(E)

14.4 17.6 17.4

8.1 10.1 9.5

13.5 16.1 74.6

-0.5 -3.1 -0.6

5.2 3.9 3.8

20t39)

76.1

8.7

73.7

-0.8

4.3

2073(E)

6,096

10.3

7,750

71.6

494

16.8

7.58

8.7

-67

49.6

20 72(E)

5,526

-8.2

7,037

73.6

423

8.9

1.46

8.2

-47

-80.2

NiSource is an energy holding company whose subsidiaries distribute
natural gas and electricity to more than 3.8 million customers located within
a corridor that runs from the Gulf Coast through the Midwest to New
England. The company owns and operates 15.000 miles of natural gas
travsmission pipeline and one of the nation’s largest underground nataral
gas storage systems. Northern Indiana Public Service Company, or NIPSCO,
NiSource’s wholly owned electric and gas utility, owns coal, natural gas,
and hydroelectric power plants.

Mvrnirgstar vats vii Rtghrs Reserved. Morningsrar Credo Ratings a Research is produced and altered by Marrirgstar. Inc. Whiah is nat registered with the U.S Oecarities ard Enchange cammissian as a Nationally Recagnard Statistical eating Organteatian
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schry to’ ,niarmn:icnal purposes and thenctate ac rot an arter ra hry o: sell a security, and are rot wanarted to he canect, cnn-.plete ar xcware The poiniuns expressed am as at he dare arrow and err subject to charen witherd rotor Except as ch-w’se
required by law. Mecninqstar shall not he respscsb’n err any trading dw,srow damages an athrr Iwses resulting tram. Cr elated ra. the rnfmrnayan, aata. analyses or spiniws or their use. The infawatten cerratned herein is the prepainta’y papoevy of
Momingstarand maynotbe rrproeucna, in whale or In pan. orused in any manner, without the prier written cansentoi Ma’ningstar. no sr&rreprinrs. call ‘t 3r2.b966r50. To licensethereseorch, call .t 3r2.696.6acv
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quartet.

NiSource also indicated ft received EERC approval to add
12,000 horsepower of comptession to the Millennium

Pipeline. NiSource owns 47.5% of the pipeline and the total

investment for the partnership is $43 million. The project is

expected to be in service in the first quarter of 2013.

The othet recent FERC approval was for the 66-mile 765-

kilovolt Reynolds to Greentown Transmission Line. NiSource

is 50% partner on the approximately $300 million project in

central Indiana. The transmission line is expected to be in
service later in the decade.

C M.orrnrgscat hOld All Rigtes Reserved. Mornirrqstars Crcsht Ratin5s & Research is poorticedandoflered Oy Morniogsta. tot., winieR iseotreqistenedwiththe US Seoreities and Ecoharge Cmnmission asa NatrwnallyRecegotzed Statteical Rabeg Ongardation Page 2db
(NRSR0I. Unless otherwise provided ma separate afrenment yea may use tin report only ir thn country in chico its oiiginat distributor is based The information, data, analyses and opoions presented herein do not constitute investment Bovine; are prodded
solely to’ informatinna! prepones and thorotore are not or otter to dry or sell a sncviitt end ate not wananted to be correct compete or accurate The opinions expressed areas of the date wroten arid are subject to dranqn aatleut notice. Except as otherw:se
required by law, Mornirorstar shot set be responsible for arm nadir decisions omagcs or ether losses rcsv:rire frrr. or rated to the infer...otion. data. aralyses or opinions or thea use The information contained loners it Co proprietary property of
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Morningstar Analyst Forecasts

Financial Summary and Forecasts

Forecast
3•Year 5-Year

Growth 1% Yoh7 Hist. CAGR Dec 2009 Dec 2010 Dec 2011 Dec 2012 Dec 2013 Proj. CAGR

Revenue — — -3.4 -5.3 -8.2 70.3 —

EBIT
— — 12.8 -0.1 73.6 77.6 9.6

EBITDA — — 7.9 -3.9 9.4 . 70.0 7.6
Net Income — — 15.4 14.0 8.9 76.8 71.5
Diluted [PS — — 13.7 10.7 8.2 8.7 9.4
Earnings Before Interest, after Tax — — -50.0 12.8 -22.9 8.4 -0.1
Free Cash Flow to the Firm — — -85.4 -44.7 -2.9 -23.3 77.6

3-Year 5.Year
Pmtitability Hist Avg Dec 2009 Dec 2010 Dec 2011 Dec 2012 Dec2013 Proj. Avg

Operating Margin % 73.8 12.1 14.1 15.1 78.7 78.9 78.7
EBITDA Margin % 22.8 21.0 23.4 24.0 28.6 28.5 27.9
Net Margin % 4.5 3.7 4.6 5.2 7.7 8.1 8.2
Free Cash Flow to the Firm margin % 78.? 43.8 6.7 3.9 4.2 2.9 4.5
ROIC with Goodwill % 70.8 17.9 7.0 7.5 5.5 5.7 5.8
ROIC w/out Goodwill % 14.2 23.7 9,2 9.7 7.7 7,3 7.3
Return on Assets, pretax % 5.7 8.2 4.6 4.4 4.9 5.2 5.4
Return on Equity % 7.2 9.5 6.0 6.1 8.0 8.7 9.2

3Yean 5-Year
Leverage Hist Avg Dec 2009 Dec 2010 Dec 2011 Dec2012 Dec2013 Proj. Avg

Debt/Capital 0.60 0.58 0.60 0.61 0.59 0.59 0,58
Total Debt/EBITDA 5.09 4.87 4.89 5.50 5.06 4.74 4.6?
EBIIDA/Interest Expense 3.72 3.49 3.84 3.84 4.0? 4.24 4.36

Valuation Summary and Forecasts Discounted Cash Flow Valuation
2010 2011 2012(E) 2013(E) FirmValue PerShare

USD Mu (%) Value
Price/Fair Value 1.04 1.40 — —

Present Value Stage I 1,185 7.9 3.71Price/Earnings 14.4 17.6 77.4 76.1
EV/EBIIDA 81 10.1 9.5 87

Present Value Stage II 13.791 92.1 43.24

EV/EBIT 13.5 16.1 14.6 73.1
Present Value of the Perpetuity — — —

Total Finn Value 14,976 100.0 —Free Cash Flow Yield % -0.5 -3.1 -0.6 -0.8
Dividend Yield % 5.2 3.9 3.8 4.3

Cash and Equivalents 172 — 0.54
Debt 8,000 — -24.94

Key Valuation Drivers Net balance sheet impact -7,782 — -24.40

Cost of Equity% 10.5 Other Adjustments 425 — 1.33

Credit Spread for Debt % 2.5 Equity Value 7,619 — 24.80

Weighted Average Cost of Capital ¾ 7.6
Cong.Run Tax Rate ¾ 35.0 Projected Diluted Shores 319

Stage II EBI Growth Rate % 3.0

Stage II Investment Rate % 13.8 Fair Value per Share 1USD)

Perpetuity Year 15
The data in the table above represent base-case forecasts. Wnen probability-weighted

Additional estimates and scenarios available for download at http://telect.msmingstar.com. scenonio analysis is performed, the sum of per share values may differ from the Fair Value
Estimate

© Merningstsr tOts. AU Rights Reserved. Mem:ngstar’sCredit Ratings & Research is produced and Ottered byMtrningstar Inc., which is not registeredwith the Us. securities and Exchange Cenrreissiou osa Natioeafly Recognised Statisticai Rating Organoarren Page 3 of 6
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Morningstar Analyst Forecasts

Income Statement (USD Mil)

Forecast

Dec2009 Dec2010 Dec2011 Dec2012 Dec2013
Total Revenue 6,649 6,422 6,019 5,526 6,096

CostofGoodsSold 3,318 2,974 2,556 1,897 2,248
Gross Profit 3,331 3,448 3,463 3,629 3,849

Selling, General & Administrative Expenses 1,653 1,656 1,723 1,760 1,874
Research & Development Expenses

— — — — —

Other Dperating Expenses (Income) 284 287 295 287 295
Restructuring & Other Charges (Gains) 19 2 1] — —

Depreciation Expense (if reported separately) 589 596 538 557 589
Amortization of Other Intangibles (if reported seperately)

— — — — —

Amortization/Impairment of Goodwill
— — — — —

Total Expenses 5,864 5,516 5,129 4,495 4,946

Operating Income (EBIT) 186 906 891 1,031 1,150

Interest Expense 399 392 37] 395 410
Interest & Other Income (Exnense) 10 -78 -47 75 79
Pre-Tax Income 397 436 467 651 760

Income Tax Expense (Benefit) 166 142 163 227 266
Income After Taxes 231 295 304 423 494

Minority Interest & Other After-lax Operating Additions
— — — — —

to (Subtractions from) Earnings Before Interest
(Preferred Dividends)

— — — — —

After-Tax Non-Operating Income, Extraordinary Items (Losses), -11 -3 -5 — —

Discontinued Operations, Accounting Changes

Net Income (Loss) 221 292 299 423 494
Net Income (toss) Excluding Charges 295 341 389 423 494

Diluted Shares Outstanding (Mil) 276 280 289 290 312
Diluted EPS Including Charges 0.80 1.04 1.03 1.46 1.58
Diluted EPS Excluding Charges 1.07 1.22 1.35 1.46 1.58

Dividends Per Common Share 0.92 0.92 0.92 0.96 0.99

EBITDA 1,375 1,503 1,429 1,581 1,739
EBITDA without restructuring 1,394 1,505 1,446 1,581 1,739

0 Morningotar 2012 dli Rights Reserved. Morrmgstars credit Ratings & Research is produced and offered byMornirystar, me which is notregistered with the 0.5. Securities and Erthangecoremission at a Natioeariy Recognized Statistical Racing Orgarization Page 4 eT 6rsvsvo’i Un’nss otherwise provided in, noparate agreement yew may use Ps iepovi early in the coun’sy in ‘ahetr its trig rat diOtritrflw is based The irScnnatioe. data. anatepes and opinions presented herein do not crwst:tuie investment aduxce, see p’osided
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Morningstar Analyst Forecasts

Forecast
Dec2009 Dec2010 Dec2011 Dec2072 Dec 2013

—

— 112 269 179

191 212 60 83 97

809 1,079 855 757 835

547 428 566 427 499

______________________________________________________________________________

730

_______

655

_______

600

_______

630

2,449 2,248 Z130 Z235

Balance Sheet (USD Mu)

Assets

Excess Cash & Investments

Operating Cash & Equivalents

Accounts Receivable

Inventory

Other Short Term Operating Assets 677
Total Current Assets 2,224

Property Plant & Equipment, Net 10,684 11,097 11,800 72,650 73,441
Property Plant & Equipment, Gross 19,038 19590 20,470 21,871 23,251
(Accumulated Depreciation) -8,354 -8493 -8,670 -9,221 9,810

Goodwill, Net 3,677 3,677 3,677 3,677 3,677
Other Intangibles 320 309 298 298 298
OtherLong-TermOperatingAssets 1,810 1,851 2,183 2,200 2,310
Deferred Tax Assets — — — —

Long-Term Non-Operating Assets, including Pension items 55? 556 502 502 502
Total Assets 19,272 19,939 20,708 21,457 2Z463

Liabilities

Accounts Payable 502 582 435 298 395
Short-Term Debt 822 1,417 1,687 7,500 1,500
Other Current Liabilities 1,826 1,651 1,525 7,500 1,575
Total Current Liabilities 3,150 3,649 3,646 3,200 3,470

Long-Term Debt 5,965 5,936 6,267 6,500 6,750
Incremental Debt Requirements — — — — —

Total Long-Term Debt 5,965 5,936 6,267 6,500 6,750

Long-Term Operating Liabilities 1,559 1,596 1,810 7,850 7,943
Deferred Tax Liabilities 2,018 2,210 2,542 2,792 3,042
Long-Term Non-Operating Liabilities 1,726 1,625 1,445 1,445 7,445
Total Liabilities 14,418 15,016 15,711 15,885 16,650

Preferred Stock — — — — —

Minority Interest — — — —

Shareholders’ Equity

Common Stock 4,854 4,923 4,9g7 4,997 4,997
Additional Paid in Capital — — — 425 479
Retained Earnings (Deficit) — — — 150 337
(Treasury Stock) — — — — —

Other Equity — — — — —

Total Shareholders’ Equity 4,864 4,923 4,997 5,572 5,813
Total Liabilities + Shareholders’ Equity 19,272 19,939 20,708 21,457 22,463
Difference, from analyst adjustments and restatements -1 — — — —

Mornirgstar2ol2, All Rights Reserved. Morningstvr’s credit Rahngs & Research is prudvced and uttered by Morningstar, Inc. which is notregistered wirhthe OS. Securities and Exchange commisnior ova Nationally Recognized 5tatistrcal Rating Organization Page 5sf 6
l’NRSRO9, Unless otherwise provided isa separate agreement yeu may use this report only in the country in which its original distributor is based. The intonnation, data, analyses and opinions presented herein do not constitute investment advice; are provided
solely for intormahonai pvrposes and theretore are not an otter to bvy or soil a security; and are not warranted to be current, complete an accurate, The opinions expressed are coot the date written end are subject to change without notice tzcept as otherwise
required bylaw, Morningstar shall nor be responsible tar any trading decisions, damages or other losses resulting tram, or related to, the intonoadon. data, analyses or opinions or their use. The irtormation contained herein is the proprietary propony of
Momingotar and may not be reproduced, in whole or in pan. wooed in any manner, without the prior written consent ot Morningstar To order reprints, call +1312-696-6100. To license the research, call at 3t2-696-6969.
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Morningstar Analyst Forecasts

Cash Flow (USD Mil)

Net Income from Continuing Operations

Depreciation Expense

Amortization of Other Intangibles

Impairment of Goodwill

Other Non-Cash Adjustments to Operating Income

Deferred Income Taxes & Other Adjustments to Net Income

Changes in Operating Assets and Liabilities

(Increase) Decrease in Accounts Receivable

(Increase) Decrease in Inventory

(Increase) Decrease in Prepayments, other Current Assets

Increase (Decrease) in Accounts Payable

Increase (Decrease) in Other Current Liabilities

Cash from Operations

259 -244 220 98

129 103 -142 145

25 42 83 55

-192 38 -155 -137

481

______

-359 -269

______

-25

1,921 777 920 1,360

(Capital Expenditures) -777 -804 -1,125 -1,400 -7,380
(Acquisitions) — — — — —

Asset Sales & Dispositions of Discontinued Operations 6 1 9 — —

Other Investing Cash Flows (Outlays) 117 -140 -34 23 -18
Cash from Investing -655 -944 -1,149 4,378 -1,398

Common Stock (Purchase) or Sale 8 13 21 425 54

Common Stock (Dividends) -253 -256 -258 -273 -308
Preferred Stock lssue/(Purchase)/(Dividends) — — — — —

Short Term Debt Issuance and (Retirement) -1.061 1,280 -23 -187 —

Long Term Debt Issuance and (Retirement) 290 -821 541 233 250
Minority Interest Addback of Income (Loss) Distribution — — — — —

Other Financing Cash Flows (Outlays) — — — — —

Cash From Financing -1,016 216 281 198 -4

Benefit (Loss) from Exchange Rates/Discontinued Operations, etc. -234 -57 -50 — —

Net Change in Cash 16 -8 2 180 -82
Change in Cash on Balance Sheet 191 21 -40 180 -82

Difference, from analyst adjustments and restatements -175 -29 42 — —

Page 6eru

Dec2009 Dec 2010

218 292

589 596

9 102

403 207

Dec 2011

299

538

134

212

Forecast

Dec2072 Dec2073

423 494

551 589

250 250

-78

-78

-30

97

75

1,320
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Vital Statistics

Market Cap (USD Mu) 8,295

52-Week High (USD) 27.31

52-Week Cow (U SD) 22.71

52-Week Total Return% 21.6

YTD Total Return % 8.6

Last Fiscal Year End 31 Dec 2011

5-Yr Forward Revenue CAGR ¾ 5.1

5-Yr Forward EPS CAGR % 9.3

Price/Fair Value 1.07

Valuation Summary and Forecasts
Fiscal Year: 2010 2011 2012(E) 2013(E)

Price/Earnings 14.4 17.6 18.5 17.2

EV/EBIIDA 8.1 10.1 70,2 9.3

EV/ERIT 13.5 16.1 15.7 14.0

Free Cash Flow Yield ¾ -0.4 -3.1 0.1 -1.7

Dividend Yield ¾ 5.2 3.9 3.3 3.8

Financial Summary and Forecasts 1USD Mil)

Fiscal Year: 2010 2011 2012(E) 201310

Revenue 6,422 6,019 5,526 6,096

Revenue Y0Y % -3.4 -6.3 -8.2 10.3

EBIT 908 907 7,031 7,750

EBIT Y0Y % 12.8 -0.1 73.6 11.6

Net Income, Adjusted 341 389 426 496

Net Income YoY % 15.6 14.1 9.6 16.4

Diluted EPS 1.22 1.35 1.45 1.56

Diluted EPS Y0Y ¾ 13.8 10.8 7.5 7.5

Free Cash Flow 135 7 384 761

Free Cash Flow Y0Y ¾ -90.9 -95.1 NM -58.2

Historical/forecast data sources are Morningatar Estimates and may reflect udluotments.

NiSource is an energy holding company whose subsidiaries distribute
natural gas and electricity to more than 3.8 million customers located within
a corridor that runs from the Gulf Coast through the Midwest to New
England. The company owns and operates 15,000 miles of natural gas
transmission pipeline and one of the nation’s largest underground natutal
gas storage systems. Northern Indiana Public Service Company, or NIPSCO,
NiSource’s wholly owned electric and gas utility, owns coal, natural gas,
and hydroelectric power plants.
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NiSource Posts Solid 2012 Results; Continues to Leverage
Strategic Position in Shale Gas Regions

Stable Standard BBB

Charles Fishman, CFA
Stack Analyst
charlet.tishman@msmingstar.csm
312-696-6523

Utilities - Regulated

The primary analyst covering this company
does net ewn Its stock.

Research as of 19 Feb 2013
Estimates as sf15 Jan 2013
Pricing data threugh it Feb 2013
Rating updated at of 15 Feb 2013

Currency ameanto expressed with “S are in
U.S. dollars 1USD) unless otherwise denoted.

Analyst Note 19 Feb 2013

On Tuesday, NiSource NI reported 2012 operating EPS of

$1.46 versus $1.32 in 2011 $0.01 higher than our estimate

and the consensus estimate. NiSource initiated a 2013

operating earnings guidance range ofSl .50-Si .60 per share.

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

believe the solid results and in line guidance indicate that

management continues to leverage the company’s strategic

position in the Marcellus and Utica shale gas production

areas.W e are reaffirming our narrow moat and stable moat

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

NiSource indicated it is moving forward with the 5-year,

$1.5 billion Columbia Pipeline modernization program after

receiving FERC approval on Jan. 24. In addition,

management indicated that the test wells drilled as part of
the Hilcorp iv. had liquids content consistent with other

area wells. These positive comments give us additional

confidence in our five-year annual EPS growth estimate of

8%, slightly higher than management’s target of 5%-7%.
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Morningstar Analyst Forecasts

Financial Summary and Forecasts

—

— 3.7 -0.1
—

— -90.9 -95.1

5.5 2.1 6.1
NM -58.2 151.4

Valuation Summary and Forecasts Discounted Cash Flow Valuation
Firm Value Per Share

USD Mil 1%) Value

Cash and Equivalents 172 — 0.54

Debt -7,954 — -25.05

Preferred Stock — — —

Other Adjustments 380 — 1.20

Equity Value 7,618 — 23.99

The data in the table above repreuent bate-case furecaurs in the company’s neboiting
currency at of the beginning of the current year Our fair value eutimate may difter fcnm the
eqjity vulva per thare shown above due to our rime value of money adiuutment ur,d in caseo
where prcbability-weighted scenario analysis is performed

Fiscal Year Endo in December

Growth 1% Yo’i1

Revenue

EBIT

EBITDA

Net Income

Diluted EPS

Earnings Before Interest, after lax

Free Cash Flow

Forecast
3-Year 5-Year

Hist.CAGR 2009 2010 2011 2072 2073 Proj CAGR
—

— -3.4 -6.3 -8.2 10.3 5.7
—

— 12.8 -0.1 73.6 77.6 9.6
—

— 7.9 -4.0 9.4 70.0 7.6
—

— 15.6 14.1 9.6 16.4 72.7
—

— 13.8 10.8 7.5 7.5 9.3

3-Year 5-Year
Preritability Hiss. Avg 2009 2010 2011 2012 2073 Proj. Avg

Operating Margin % 13.8 12.1 14.1 15.1 78.7 78.9 18.7
EBITDA Margin % 22.8 21.0 23.4 24.0 28.6 28.5 27.9
Net Margin % 5.4 4.4 5.3 6.5 7.7 8.7 8.4
Free Cash Flow Margin % 8.2 22.2 2.1 0.7 7.0 2.6 5.6
ROIC % 6.5 6.6 6.6 6.3 6.5 6.4 6.8
Adjusted ROIC % 9.0 9.3 9.1 8.6 8.7 8.5 9.0
Return on Assets % 7.8 2.3 1.5 1.5 2.0 2.3 2.4
Return on Equity % 7.0 9.1 6.0 6.0 8.7 8.8 9.3

3-Year 5-Year
Ceeerage Hist. Avg 2000 2010 2011 2012 2013 Proj.Avg

Debt/Capital 0.60 0.58 0.60 0.61 0.59 0.59 0.57
Total Debt/EBITDA 5.08 4.87 4.88 5.50 4.98 4.77 4.50
EBIIDA/lnterest Expanse 3.72 3.50 3.84 3.84 4.05 4.28 4.50

Price/Fair Value

Price/Earnings

EV/EBITDA

EV/EBII

2010 2011 2012(E) 2013(E)

1.04 1.40 — —

14.4 17.6 78.5 17.2
8.1 10.1 70.2 9.3

13.5 16.1 75.7 74.0
-0.4 -3.1 0.7 -7.7
5.2 3.9 3.3 3.8

Present Value Stage I

Present Value Stage II

Present Value Stage Ill

Total Firm Value
Free Cash Flow Yield %

Dividend Yield %

Key Valuation Drivers

Cost of Equity % 10.0

Pre-Tax Cost of Debt ¾ 5.0

Weighted Average Cost of Capital ¾ 7.2

1,494 10.0 4.71

2,616 17.4 8.24

10,909 72.6 34.36
15,019 100.0 47.30

tong-Run Tax Rate ¾ 35.0 ProJected Diluted Shares

Stage II FBI Growth Rate % 6.0

Stage II Investment Rate ¾ 66.7 Fair Value per Share (USD1

Perpetuity Year 15

Additional eorimatet and ocenarios available for download at http://select.momingstarcom.
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Morn ingstar Analyst Forecasts

Income Statement (050 Mu)
Fiscal Year Ends in December Forecast

29 2010 2011 2012 2013

Revenue 6,649 6,422 6,019 5,526 6,096

Cost of Goods Sold 3318 2,974 2,556 7,897 2,248

Gross Profit 3,331 3,448 3,463 3,629 3,849

Selling, General & Administrative Expenses 1,653 1,656 1,723 7,760 7,874

Other Operating Expense (Income) 284 287 295 287 295

Other Operating Expense (Income) — — — — —

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

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

Restructuring & Other Cash Charges 19 2 17 — —

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

Other Non-Cash (lncome)/Charges — — — — —

Operating Income (md charges) 786 906 891 1,031 1,150

Interest Expense 399 392 317 390 407

Interest Income 10 -78 -47 75 79

Pro-Tax Income 397 436 467 655 763

Income Tax Expense 166 142 163 229 267

Other After-Tax Cash Gains (tosses) — — — — —

Other After-Tax Non-Cash Gains (tosses) -11 -3 -5 — —

(Minority Interest) — — — — —

(Preferred Dividends) — — — — —

Net Income 221 292 299 426 496

Weighted Average Diluted Shares Outstanding 276 280 289 294 378

Diluted Earnings Per Share 0.80 1.04 1.03 1.45 1.56

Adjusted Net Income 295 341 389 426 496

Diluted Earnings Per Share (Adjusted) 1.07 1.22 1.35 1.45 1.56

Dividends Per Common Share 0.92 0.92 0.92 0.94 0.98

EBIIDA 1,376 1,503 1,429 1,581 1,739

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

C MoeoirantarsOt3. All Rights Reservoc Momiitgssar’sctedi: Ratings & Research isprod.eed aed uttered by Wumivotar. ln. urmion is rwtre5 stored withthe OS. Semvoitiesaod EroS rgecornmissiorr usa Natronaily Reeopoiaed Statistical Rating nrgav’aahoe Page 3 of 5
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solely for intormatianal purposes and therefore are not an offer to buy or roll a security; and are not warranted to be correct, complete or accurate nbc epioions expressed areas of the date written and are subject to change without notice Except as otherwise
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Morningstar Analyst Forecasts

Balance Sheet tUSD Mu)
Fiscal Year Ends in December

______________________

Cash and Equivalents

Investments

Accounts Receivable

Inventory
Deferred Tax Assets (Current)

Other Short Term Assets

Current Assets

Net Property Plant, and Equipment 10,684 11,09? 11,800 12,650 13,447

Goodwill 3,677 3,677 3,67? 3,677 3,677

Other Intangibles 320 309 298 298 298

Deferred Tax Assets (Long-Term) — — — — —

Othertong-TermOperatingAssets 1,810 1,851 2,183 2,200 2,310

Long-Term Non-Operating Assets 55? 556 502 502 502

Total Assets 19,272 19,939 20,708 21,465 2Z564

Accounts Payable 502 582 435 323 382

Short-Term Debt 822 1,417 1,68? 1,050 1,500

Deferred Tax Liabilities (Current) — — — — —

Other Short-Term Liabilities 1,826 1,651 1,525 7,500 1,575

Current Liabilities 3,150 3,649 3,646 Z873 3,457

Long-Term Debt 5,965 5,936 6,267 6,820 6,700

Deferred Tax Liabilities (Long-Term) 2,018 2,210 2,542 2,800 3,000

Other Long-Term Operating Liabilities 1,559 1,596 1,810 2,000 2,200

Long-Term Non-Operating Liabilities 1,726 1,625 1,445 1,445 1,445

Total Liabilities 14,418 15,016 15,711 75,938 16,803

Preferred Stock — — — —

Common Stock 4,854 4,923 4,99? 4,997 4,997

Additional Paid-in Capital — — — 380 430

Retained Earnings (Deficit( — — — 750 334

(Treasury Stock) — — — — —

Other Equity — — — — —

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

Minority Interest — — — — —

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

Forecast
2009 2xlx 2011 2012 2013

191 212 172 332 309

809 1,079 855 833 919

547 428 566 421 499

6??

_______

730

_______

655

_______

553

_______

610

2,224 Z449 2,248 Z738 Z336
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Morningstar Analyst Forecasts

Cash Flow (USD Mu)

Fiucal Year Ende in December

Net Income

Depreciation

Amortization

Stock-Based Compensation

Impairment of Goodwill

Impairment of Other Intangibles

Deferred Taxes

Other Non-Cash Adjustments

(Increase) Decrease in Accounts Receixable

(Increase) Decrease in lnxentory

Change in Other Short-Term Assets

Increase (Decrease) in Accounts Payable

Change in Other Short-Term Liabilities

Cash From Operations

Forecast
25 zuiu zan zetz zeta

217 283 299 426 496

59D 597 538 551 589

10 31 39 40 41

378 194 178 258 200

25 78 128 — —

259

129

2

-191

503

1,921

-244 220 22

103 -142 145

23 90 703

38 -155 -172

-320 -276 -25

783 920 1,408

(Capital Eupenditures) -777 -804 -1,125 -7,400 -7,380

Net (Acquisitions), Asset Sales, and Disposals 6 1 9 — —

Net Sales (Purchases) of Investments — — — — —

Other Investing Cash flows 109 -140 -34 173 90

Cash From Investing -662 -944 -1,149 -1,228 -1,290

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

Common Stock (Dividends) -253 -256 -258 -276 -372

Short-Term Debt Issuance (or Retirement) -7,061 1,280 -23 -637 450

Long-Term Debt Issuance (or Retirement) 290 -826 541 553 -120

Other Financing Cash Flows — — — -40 -47

Cash From Financing -1,016 211 281 -20 27

Exchange Rates, Discontinued Ops, etc. (net) -247 -57 -50 — —

Net Change in Cash 4 3 2 160 -23

Page 5 of

-86

-18

-51

60

75

1,241
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March 26, 2013
keyBanc

ENERGY: Electric Utilities I Multi- Utilities
CC.[trI Markets

Industry Update I Price Target Change

Utilities: Updating Price Targets

KeyBanc Capital Markets Inc. Paul T. Ridzon: (216) 689- 0270— pridzon@key.com
Member NYSE/FINRNSIPC

Pry Cur Pry FC

Rtg Target Target 2013 H
$3.31

ALE BUY BUY $50.00 $48.00 $2.74 $3.01 $2.58 $2.70 - - $2.58 $2.70 - -

CMS BUY BUY $28.50 $27.00 $1.65 $1.74 $1.55 $1.65 -- $1.55 $1.65 --

CNL BUY BUY $46.50 $45.00 $2.52 $2.83 $2.46 $2.55 -- $2.40 $2.55 - -

IDA BUY BUY $49.50 $48.00 $3.26 $3.37 $3.37 $3.25 -- $3.35 $3.25 --

NI BUY BUY $30.50 $28.50 $1.56 $1.68 $1.46 $1.55 - - $1.45 $1.55 --

ACTION STATEMENT
We are revisiting price targets on some of our BUY-rated names after the strength in the markets has lifted the overall valuation of

• the utility group. On a relative basis, we still find value in these names despite the fact that several of them have traded through our
prior price targets. We are raising our price targets on American Electric Power Company, Inc. (AEP-NYSE), ALLElE, Inc. (ALE

NYSE), CMS Energy Corporation (CMS-NYSE), Cleco Corporation (CNL-NYSE), IDACORP, Inc. (IDA-NYSE) and NiSource, Inc. (NI-

NYSE). Given the nature of how the utility sector historically trades as a group, we use essentially the same valuation methodology,

grounded against a higher group multiple. Since we last revisited our price targets in mid-February, the Philadelphia Utility index has
risen by over 5%.

KEY INVESTMENT POINTS
Given recent market strength, including in the utilities sector, we are revisiting several price targets for our BUY- rated names. Since
the end of 2012, the S&P 500 is up 8.8%, while the Philadelphia Utility Index (UTY) has also risen by 8.9%.

We are raising price targets on BUY- rated AEP ALE, CMS, CNL, IDA and NI to reflect a higher group multiple. Some of these names

have traded through our previous price targets given a strong overall market. Our coverage universe currently trades at a P/E multiple

of 16.lx 2013 earnings. We continue to view these names favorably based on relative valuation.

Below we discuss the characteristics that attract us to these companies:

American Electric Power Company, Inc. (AEP- NYSE; BUY; $49.50 price target; $3.10 EPS 2013E) - We continue to view AEP

as a core large cap holding. At its recent Analyst Day, AEP issued 2013 and 2014 guidance ranges of $3.05- $3.25 and $3.15- $3.45

per share, respectively. The dividend policy was raised from a 50- 60% payout ratio to 60- 70%, supported by regulated earnings.

The Company’s 4- 6% growth rate was reaffirmed. We believe AEP offers investment opportunity on generally reasonable regulatory

environments and offers upside in a tightening commodity market. We have increased our price target to $49.50 from $47.00 per

share. Our valuation is based upon a modest discount to large cap regulated peers.

ALLETE, Inc. (ALE- NYSE; BUY; $50.00 price target; $2.70 EPS 2013E) - We believe ALE offers above- average growth prospects

• through investment in renewables, environmental, transmission and potentially new generation, all in a constructive regulatory

environment. Potential near- to medium- term catalysts include incremental wind capacity and possible monetization of Florida real

estate assets. We have increased our price target to $50.00 from $48.00 per share. We add back the Florida real estate losses

and apply a premium valuation, and then add back 70% of the real estate book value in our valuation.

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGE 3 OF THIS NOTE.

$49.50 $47.00 $3.16AEP BUY BUY

Current EPS Previous EPS

2012 2013 2014 2012 2013 2014

$3.09 $3.10 - - $3.09 $3.10

I
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CMS Energy Corporation (CMS- NYSE; BUY; $28.50 price target; $7.65 EPS 201 3E) - In our view, CMS offers solid capital

opportunities in a constructive regulatory environment. CMS has potential investment in renewables and baseload natural gas

generation. NOL5 (net operating loss carry forwards) allow investment without meaningful equity needs. We have increased our price

objective to $28.50 from $27.00 per share. We use a valuation premium of 6% to a peer group of larger regulated names.

Cleco Corporation (CNL- NYSE; BUY; $46.50 price target; $2.55 EPS 2013E) - CNL has successfully completed its large capital

program and represents a free cash flow story. We estimate CNL can generate roughly $90 million of free cash annually. Management

has indicated it would utilize this free cash to seek investment opportunities with utility- like risk and returns and/or return cash to

shareholders through higher dividend payments or share repurchases. Our new $46.50 price target (prior $45.00) is derived from

the value of a premium utility, including earnings from rate- basing the Coughlin plant, and adding the cash generated by levering the

plant to the utility’s capital structure.

IDACORP, Inc. (IDA- NYSE; BUY; $49.50 price target; $3.25 EPS 2013E) - IDA has investment opportunities around large

transmission projects and potential generation to fill the needs caused by expiring power contracts. We believe Idaho regulation

continues to improve as evidenced by recent constructive settlements that act to put a 9.5% floor on IDA’s earned ROE. We have

raised our price target to $49.50 from $48.00 per share, based upon our view that shares should trade at a 5% discount to the

group given lingering risk that improvement in Idaho regulation stalls.

NiSource, Inc. (NI- NYSE; BUY; $30.50 price target; $1.55 EPS 2013E) - We view NI as a portfolio of attractive assets in the gas

distribution, electric utility and gas midstream businesses, coupled with a meaningful (100,000-200,000 acres) position in the Utica/

Marcellus. Our valuation is based on a sum- of-the- parts of companies in respective peer groups. We have raised our price objective

to $30.50 from $28.50 per share.

VALUATION TABLE FOR COMPANIES WITH PRICE TARGET CHANGES
Pricing: March 25, 2013 Close Pricing

2013E 2013 Price Tgt Price
Company TKR Rating EPS PIE PIE Target

Allete, Inc. ALE Buy $2.70 16.Ox 17.8x $50.00

American Electric Power, Inc. AEP Buy $3.10 14.4x 15.2x r$49.50

CMS Energy Corp. CMS Buy j $1.65 15.6x 16.4x $28.50

ClecoCorp. CNL Buyj$2.55 16.2x 17.6x I$46.50

IDACORP, Inc.
—

IDA Buy f$3.25 14.lx 14.8x $49.50
i’siSource, Inc. NI . Buy $1.55 16.9x 18.4x $30.50

KBCM Utility Peer Group Average Multiple = 16.lx

-_

Source: KeyBanc Capital Markets Inc.
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KeyBanc Capital Markets Inc. Disclosures and Certifications

Important disclosures for the companies mentioned in this report can be found at https://key2.bluematrix.com/sellside/

Disclosures. action

Please refer to the analysts recently published reports for company- specific valuation and risks.

Rg A/C Certification

The research analyst(s) responsible for the preparation of this research report certifies that:f1) all the views expressed in

this research report accurately reflect the research analysts personal views about any and all of the subject securities or

issuers; and (2) no part of the research analysts compensation was, is, or will be directly or indirectly related to the specific

recommendations or views expressed by the research analyst(s) in this research report.

Rating Disclosures

Distribution of RatingsllB Services Firmwide and by Sector

KeyBanc Capital Markets ENERGY

lB ServlPast 12 Mos.
lB ServiPast 12 Mos.

Rating Count Percent Count Percent Rating Count Percent count Percent

BUY [BUY] 224 44.98 46 20.54 BUY [BUY] 28 44.44 15 53.57

HOLD [HOLD] 263 52.81 64 2433 HOLD [HOLD] 35 55.56 18 51.43

SELL [UNOJ 11 2.21 1 9.09 SELL LUND] 0 0.00 0 0.00

Rating System. BUY - The security is expected to outperform the market over the next six to 12 months; investors should consider adding the

security to their holdings opportunistically, subject to their overall diversification requirements.

HOLD - The security is expected to perform in line with general market indices over the next six to 12 months; no buy or sell

action is recommended at this time.

UNDERWEIGHT - The security is expected to underperform the market over the next six to 12 months; investors should

reduce their holdings opportunistically.

The information contained in this report is based on sources considered to be reliable but is not represented to be

complete and its accuracy is not guaranteed. The opinions expressed reflect the judgment of the author as of the

date of publication and are subject to change without notice. This report does not constitute an offer to sell or a

solicitation of an offer to buy any securities. Our company policy prohibits research analysts and members of their

families from owning securities of any company followed by that analyst, unless otherwise disclosed. Our officers,

directors, shareholders and other employees, and members of their families may have positions in these securities and

may, as principal or agent, buy and sell such securities before, after or concurrently with the publication of this report.

In some instances, such investments may be inconsistent with the opinions expressed herein. One or more of our

employees, other than the research analyst responsible for the preparation of this report, may be a member of the Board

of Directors of any company referred to in this report. The research analyst responsible for the preparation of this report is

compensated based on various factors, including the analyst’s productivity, the quality of the analyst’s research and stock

recommendations, ratings from investor clients, competitive factors and overall Firm revenues, which include revenues

derived from, among other business activities, the Firm’s performance of investment banking services. In accordance with

industry practices, our analysts are prohibited from soliciting investment banking business for our Firm.

. Investors should assume that we are seeking or will seek investment banking or other business relationships with the

company described in this report.
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Initiating Coverage of NI (Hold - $26 PT)

Summary

• Initiating.toverage of NI with a Hold recommendation and a $26 price target.

• Turned around and on track for steady growth: Over the past five years

management has turned around an overlevered, underperforming utility through

innovative regulatory means and capitalizing on well-positioned assets. NI is now

targeting 5-7% annual EPS growth and 3-5% annual dividend growth with associated

payout ratio of 60-70% — targets which have visibility and should be easily achieved

and likely exceeded. However, we think those growth expectations are already

reflected in the stock.

• Our Estimates Slightly Higher than NI: NiSource plans $1.5-$1.8B/yr on

infrastructure investment over the next 10 years, with spending fairly ratable. So we

see higher near-term EPS growth as they start from a smaller base — we’re at 7-

9%/yr EPS growth over the next three years. We see dividend growth at 4-5%,

within NI’s guidance range, but see payout ratio falling below 60% by 2015. We

don’t think NI accelerates dividend growth and instead opts for a more conservative

fiscal policy in order to ensure funding for growth projects.

• MLP Unlikely But Potential Kicker: About 30% of NI’s net plant and 113td of its

operating income consists of MLP-qualifying assets (pipes, storage and midstream).

NI has stated that formation of an MLP is very much on the back burner right now,

with the priority being building an inventory of projects and executing on them.

With “$600mm of cap ex spend targeted for the Pipeline & Storage segment, we

think NI will revisit the issue in a couple of years. We estimate that an MLP could be

value additive by “$S/sh (÷19%).

• Limited UticaAcreage Upside for Now: Lot of excitement about NI having potential

Utica acreage a few months ago. Given the location of Ni’s acreage and Utica results

to date, we are reluctant to give them any value beyond the 14,000 acres

contributed to the Hilcorp E&P joint venture (iv). We view the iv primarily as a

vehicle to capture midstream infrastructure opportunities.

• Limited Catalysts: NI outlined their growth strategy at a recent analyst meeting and

is largely through major rate cases. As such, over the next six months, we think the

stock has minimal catalysts, and the story is primarily about execution.

Gas Distribution (“45% of Operating Income)

NiSource’s gas distribution operations serve >3.3mm customers in seven states (OH, IN,

PA, MA, VA, KY, MD). Ohio and Indiana are their two largest jurisdictions, representing

“2/3 of their customer base. Customer mix is “'50% residential/commercial, 40%

industrial and 11% power generation. However margin is “'90% residential /commercial,

and of that ‘80% of revenues are fixed recovery (receive revenues regardless of

throughput). Customer growth has been basically flat with the exception of 1-2%

declines in ‘08 and ‘09 due to recessionary pressure.

** Important Disclosures on pages 8-9 of this report **
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The company has worked hard on the regulatory front the past several years to boost returns and pave the way for
minimal revenue variability by seeking various trackers, decoupling, etc. NiSource now has accelerated infrastructure
trackers in all of its jurisdictions except IN (don’t necessarily need as basically all of system has been replaced). A table
outlining NI’s utility stats is shown below.

Environmental
Trsder

1,400 $1,300 ()
795 $800 0
413 $784 0 0
300 $465 0
240 $417
142 9173 0 0

0 0 0
3,323 $3,993

458 $2,300 0 0 0

That regulatory groundwork has set the stage for NI to be able to spend $600-$650mm annually over the next 10 years at
their gas utilities, primarily on system modernization. For utilities, spending = rate base growth earnings. Assuming NI
spends “$625mm annually over the next three years on a $4B current rate base, we see rate base growing by 8-11%,
which is consistent with NI’s targeted 7-9%/yr operating income growth in the distribution segment.

Gas Transmission & Storage (“35% of Operating Income)

NiSource’s Gas Transmission & Storage (Pipelines) consists of 15,000 miles of pipelines and 300 bcf of gas storage
primarily through three systems:

• Columbia Gas Transmission — a regional gas pipeline serving the Mid-Atlantic and overlaying the Utica and
Marcellus shale regions.

• Columbia Gulf— heavily depreciated long-haul pipeline from the Gulf of Mexico to West Virginia.
• Millennium Pipeline — a fairly new, yet low earning pipeline that runs between S. Central NY and SE NY; NI owns

a 47.5% interest.

IPIIJ US. Capital Advisors

NlSource Gas Distribution
Rate Base

Columbia Gas of OH
NIPSCO Gas

Columbia Gas of PA
Columbia Gas of MA
Columbia Gas of VA
Columbia Gas of KY
Columbia Gas of MD
Total Gas

NIPSCO Electric

Source: NI

0

Columbia Cuff trassmolon Co
— Ptpelh,e OperaUnU

Columbia Gas Tranwuss,on CCC
Plpdk1e Ope,aUn

Millennium Pipeline Co CCC
PlpelIne Operating

Crossroads Pipeline Co
— Ptpeliie OperaUnff

Source: SNC Financial

** Important Disclosures on pages 8-9 of this report **
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I NI Rate BasePipelines
Iwnership (2011, $mm)

Columbia Gas Transmission
Columbia Gulf Transmission
Millenium Pipeline

100%

100%
48%

$2,114

$275
$988

11.4%
15.2%
5.0%

EBITDA ($mm) Throughput (mmcf/d)

$467
$43
$87

$369
$53
$93

$357
$59

$104

2,821
2,455

173

2,993
2,324

176

3,062
2,871
401

Total $3,377 9.8% $597 $515 $520 5,450 5,493 6,334

Source: FERC, USCA

NiSource is targeting 10-12% annual operating income growth driven by $500-$700mm/yr of capital investment.
Assuming that spend from an estimated ‘12 rate base of $3.7B, we see rate base growth of 10-13.5%/yr, consistent with
Ni’s targeted 10-12%/yr operating income growth target. Beyond maintenance capex, the spend consists of two primary
buckets: 1) $300mm annually for a Columbia Gas pipeline modernization program (more below); and 2) the remainder
for Marcellus and Utica infrastructure.

Columbia Gas Transmission Pipeline Modernization Program: This fall, Columbia Gas filed an unprecedented settlement
with the FERC that will allow for the recovery of a $4-SB pipeline modernization program to be spent over a 10-15 year
period. In exchange for earning a return of and on the capital invested, Columbia agreed to a $5Omm refund, a $35mm
rate reduction retroactive to Jan. 1, 2012 and another $25mm annual rate reduction beginning Jan. 1, 2014. In addition,
Columbia agreed to share 75% of revenues earned in excess of a $750mm threshold (base, not including surcharge for
modernization). The agreement has an initial 5-yr settlement term, with a mandatory rate filing by Feb. 1, 2019.
Columbia was able to broker this settlement as they were not wildly overearning a reasonable ROE (earned 11.4% in ‘11),
greater than 10% of their pipe is bare steel that needs to be replaced soon, and “40% of their system is >50 years old.

Even though there is a refund and rate reduction, we like the settlement as it is positive on an NPV basis f”’$l/sh), and we
think there are additional, non-quantified benefits, such as replacing low-pressure pipe in shale areas with high-pressure
systems that can act as both supply and market-driven systems.

Marcellus/Utica Infrastructure Plus Reconfiguring System: While NiSource has a pipeline system that overlays the
Marcellus and Utica, they were initially slow to capitalize on the region given that: 1) they have a low-pressure system,
designed more for gas delivery than handling high-pressure shale wells; and 2) their financial position left them capital
constrained. With their financial house now in order, they are now aggressively pursuing Marcellus and Utica projects as
well as working to creatively reconfigure their system to accommodate changing pipeline flows.

NI has “'$700mm of firm projects under way with planned cap ex spend between 2012 and 2014. Plus they see another
$3-4B of potential projects, such as reversing flow on Columbia Gulf to send Marcellus gas to southern Louisiana for LNG
export.

Included in the $700mm of firm projects is their midstream joint venture with Hilcorp, Pennant Midstream, to build Utica
infrastructure, Initially the two companies plan to spend $300mm gross to build a 200 mmcf/d processing plant and “'50
miles of wet gas gathering with capacity of up to 400 mmcf/d. Potential JV spend could be as high as $1B gross,
depending on drilling activity and resulting production.

Hilcorp E&PJV: NiSource has extensive mineral tights in Ohio via their legacy gas storage fields and has estimated they
have 100,000 to 200,000 prospective Utica acres. In July they formed a joint venture with private Hilcorp to develop a
combined 100k acres. NiSource contributed to the JV 14,000 acres in five Ohio and Pennsylvania counties and in
exchange received an unquantified 50% cash/50% carry value, a 5% working interest and a 0.7% overriding royalty
interest. We estimate the total cash and carry at “‘$4Omm, which covers NI’s working interest for “'3 years. Applying an

** Important Disclosures on pages 8-9 of this report **
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Source: NI, DI Desktop, USCA, Company reports

Electric Utility (“20% of Operating Income)
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acreage multiple similar to the recent Halcon Energy/NCL Appalachian Partners transaction (“‘$6,100/acre), values NI’s

14k acres at “‘$85mm. We are reluctant to give any value to NI’s remaining acreage beyond that given its remote location

relative to current well results. We see value of the iv to NI as primarily what it brings in terms of potential midstream

opportunities.

The chart below shows the location of NI’s gas storage fields, which should roughly correspond to their Ohio mineral

rights. We have also highlighted what is currently considered to be the southern Utica core. The bulk of Ni’s acreage lies

outside this core area. Since May, Hiicorp has filed for 20 drilling permits, the majority of which we think are on the IV

acreage in the Ohio counties of Mahoning and Columbiana and the Pennsylvania counties of Mercer and Lawrence. A list

of those permits is included at the end of this report.
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NIPSCO is NiSource’s electric utility, with 450,000 customers in northern Indiana, 3,300 mw of generation (“80% coal

fired) and a “$2.3B rate base. NIPSCO’s service territory is “‘43% industrial (“‘64% of that to steel-related industries).

That load accounts for “‘22% of electric margin, so NIPSCO does have some moderate economic exposure. During the

bottom of the economic downturn in ‘08-’09, NIPSCO saw a “‘$35mm (4%) reduction in gross margin.

NIPSCO is targeting 7-9% annual operating growth based on a four-pronged strategy that assumes $400-$4SOmm/yr of
capital investment or $6-8B over 15-20 years. At that pace, we see rate base growth of 6-8%/yr through 2015. The

added kicker to get to 7-9% annual operating growth comes from earning higher returns. NIPSCO’s four-pronged

strategy consists of:

1. Tracked environmental investments ($900mm-$1.4B): $775mm of that spend is approved with associated

trackers. NI will file in Indiana for trackers to recover $80-$200mm for installation of enhanced mercury and

particulate controls. NI also has slated $125-$400mm for water treatment and ash handling compliance.

Indiana’s 5.8. 251 allows for recovery of federally mandated costs incurred in connection with environmental

** Important Disclosures on pages 2-9 of this report **
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compliance (80% through tracker and 20% deferred to next rate case). Once the EPA rules are clear on these
issues, NI will move forward on the spend.

2. Tracked Transmission System Enhancements ($500mm-$1B): Two projects totaling $600mm have been
identified, but are still in the preliminary planning phases and are projected to come online in the latter part of the
decade.

3. Modernize Transmission and Distribution Infrastructure ($3-4B): Higher risk as involves getting legislation passed
to recover modernization costs (poles, power lines, undergrounding systems) in a timely manner as opposed to
rate cases. NI is working with other utilities in Indiana to develop legislation similar to what was passed in PA last

4. New gas fired generation: End of decade and into early 2020s, so way too early to factor in.

• Debt Ratings: Senior unsecured debt rated BBB- by S&P and Baa3 by Moody’s with stable outlooks. NI’s
debt/EBITDA (trailing 12 month) is running near 5.Ox for YE’12, down from 5.3x at the end of ‘11. We see that
ratio trending down to 4.8x by year-end ‘15.

• Liquidity: At September 30, NiSource had $l2mm of cash and $1.4B available on their $1.5B credit facility. They
had $315mm of debt which matured in November and $420mm matures in March ‘13. We assume NI issues new
debt to replace the current maturities.

• Need for Equity: In September, NI settled a forward equity agreement for the sale of 24.3mm shares and received
cash proceeds of $339mm. NI has said they will need to do a similarly sized equity deal in 2015 to help fund cap ex
and maintain their investment grade credit ratings.

We value NI using a sum of the parts methodology. We apply a 8x EBITDA multiple to the utilities and 9.5x to Gas
Transportation and Storage, net out the debt and add $85mm for their Utica acreage. The result is a value of $26/sh. With
a 4% current yield, we see 9% total return potential.

On a peer comparison basis, NI trades at a P/E multiple of 14.5x (‘14E) vs. a peer group at 14.lx and on a EV/EBITDA basis,
trades at 8.Ox ‘14 vs. our peer group at 7.7x (comparison table shown on page 7). However, NI is more levered, trading at
4.8x current net Debt/EBITDA vs. our peer group at 3.6x.

From a dividend and EPS growth standpoint, consensus calls for our peer group to grow earnings by 8%/yr and dividends by
4%/yr over the next three years. This is in line with NI’s targeted 5-7%/yr EPS and 3-5%/yr dividend growth.

• Company specific:

o Pending rate case: NiSource filed for a $77mm revenue increase in their PA jurisdiction. The case
incorporates a forward test year. A decision is expected by iune 30, 2013.

o Economic sensitivity: Economic sensitive industrial load accounts for 22% of Ni’s electric utility margin
and their electric utility contributes “‘20% of operating income, for “4% net exposure. During the bottom
of the economic downturn in ‘08-’09, NIPSCO saw a “'$35mm (4%) reduction in gross margin.

• Industry wide: Regulatory decisions and rulings, environmental decisions and rulings, project execution, interest
rates, access to capital markets, competition for infrastructure projects, weather, commodity prices.

** Important Disclosures on pages 8-9 of this report ‘‘
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Company County Lease Name Depth (ft) Permit Granted Spud Date
Hilcorp Energy Company Columbiana (OH) Hanover-Mountz 7,773 8/13/2012
Hilcorp Energy Company Mahoning tOH) Poland-CLL 14,775 10/24/2012 11/26/2012
Hilcorp Energy Company Lawrence (PA) Mahoning Leeper 7,980 11/2/2012
Hilcorp Energy Company Lawrence (PA) Mahoning Leeper 7,980 11/2/2012
Hilcorp Energy Company Lawrence (PA) Mahoning Ceeper 7,980 11/2/2012
Hilcorp Energy Company Lawrence (PA) North Beaver-NC Development 10,200 5/14/2012
Hilcorp Energy Company Lawrence (PA) North Beaver-NC Development 7,975 5/14/2012
Hilcorp Energy Company Lawrence (PA) North Beaver-NC Development 7,975 5/14/2012
Hilcorp Energy Company Lawrence (PA) North Beaver-NC Development 8,035 5/16/2012
Hilcorp Energy Company Lawrence (PA) Pulaski-Kinkela 7,530 5/23/2012 10/212012
Hilcorp Energy Company Lawrence (PA) Pulaski-Kinkela 7,550 10/25/2012
Hilcorp Energy Company Lawrence (PA) Pulaski-Kinkela 7,480 10/25/2012
Hilcorp Energy Company Lawrence (PA) Pulaski-Kinkela 7,503 10/29/2012
Hilcorp Energy Company Lawrence (PA) Pulaski-Kinkela 7,497 10/29/2012
Hilcorp Energy Company Lawrence (PA) Pulaski-Kinkela 7,530 10/31/2012
Hi lcorp Energy Company Lawrence (PA) Pulaski-Whiting 10,100 5/8/2012 6/28/2012
Hilcorp Energy Company Lawrence (PA) Pulaski-Whiting 7,790 5/8/2012 8/2/2012
Hilcorp Energy Company Lawrence (PA) Pulaski-Whiting 7,790 5/8/2012 8/24/2012
Hilcorp Energy Company Mckean (PA) Pymatuning-Drake 7,100 11/2/2012
Hilcorp Energy Company Metcer(PA) Pymatuning Drake na 10/25/2012

Source: Dl Desktop, USCA

** Important Disclosures on pages 8-9 of this report **
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Consensus PE Ratios Consensus EV/EBITDA Ratio Net Debt/EBITDA

AGL Resources Inc GAS $ 38.81 4.74% $ 4,571 $ 4,777 $ 9,041 13.4x 14.7x 12.9x 12.4x 13.7x 8.3x 7.6x 7.4x 4.4x
Centerpoint Energy Inc CNP $ 19.63 4.13% $ 8,391 $ 8,581 $ 17,017 17.2x 16.4x 15.Sx 14.6x 7.7x 8.Ix 7.7x 7.2x 4.1
Dominion Resources Inc D $ 50.40 4.19% $ 28,960 $ 20,444 $ 49,897 16.2x 16.5x 14.9x 14.lx 10.4x 10.Sx 9.5x 9.Ox 4.3x

OGE Energy Corp OGE $ 56.50 2.96% $ 5,579 $ 3,010 $ 9,141 16.5x Th.9x 15.Ox 14.lx 9.6x 9.lx 8.5x BOX 3.Ox
LfTfl1i.r I A: ‘i: ii: 7: :W- :i

Sempra Energy SRE $ 68.24 3.52% $ 16,504 $ 10,565 $ 28,953 15.8x 16.3x 16.Ox 14.8x 9.9x 9.7x 8.7x 8.Ox 3.5x
Questar Corp STR $ 19.51 3.49% $ 3,416 $ 1,292 $ 4,782 17.lx 16.5x 16.Ox 15.4x 9.lx 8.6x 8.6x 8.Ox 2.3x
UGI Corp UGI $ 33.12 3.26% $ 3,733 $ 3,357 $ 8,178 15.lx 18.3x 13.lx 12.3x 9.7x 9.7x 6.7x 6.4x 4.Ox
WGL HoIdV Inc WGL $ 38.78 4.13% ‘ ‘ 902 $ 827 “‘ 18.Ox 15.4x 15.6x 14.6x 8.6x 8 ‘

Peer Comparison Commodity/Index Performance
NI-Defined Peers

Period NI ElectricUtes GasUtes ComboUtes NG1 CL1 UTY XNG S&P

Jff.

Average 3.82% I I 16.3x 16.3x 15.Ox 14.b 9.8x 9.1k 8.2x 7.7x 3.6x

AEE POM GAS CMS
3 month -2% -4% 0% -1% 24% -7% -5% 0% 0%

TE6 month -2% 0% 9% 1% 47% 5% -5% 12% 10%
2011 ytd 2% -3% 4% 5% 19% -11% -6% 1% 12% CNP PPL STR PCG

/ofrom52-wkHi -6% -10% -9% -6% -9% -20% -11% -7% -4% D PEG SRE SCG
/o from 52-wk Lo 11% 7% 18% 13% 86% 14% 2% 13% 17% FE SO WGL

NI-Defined Peers
Electric Utes Gas Utes Combo Utes

NI NAV Summary NI Business Mix

Net Asset Value

Shares outstanding 313mm

14 EBITDA
Segment Multiple Value Value/sb

($mm)

I

Largest Shareholders
Position Change %

t000) (000) 0/S

NAV $7,927 $25

I UticaACreage/HilcorpiV $85 $0.27

‘ 2013E EBITDA by Segment
Rowe Price 19,226 (81) 6.2%

‘anguard Group Inc 17,023 334 5.5%
State Street Corp 14,584 31 4-7%

P Morgan Chase & Co 10,347 9,688 3.3%
Neuberger Berman 9,806 23 3.2%

Deutsche Bank AG 8,456 (214) 2.7%

.

. Blackrock Institutional 7,838 375 2.5%

Gas Distribut)on $759 8.Ox $6,073 $19.40 Systematic Financial 6,754 (542) 2.2%

Gas Trans. & Storage $580 9.5x $5 506 $17 59 Blackrock Fund Advisors 5,762 103 1.9%

.
Cramer Rosenthal Mcg 5,380 (100) 1.7%

Electric Ops $527 8.Ox $4,217 $13.47 Fidelity Management 5,182 (2,436) 1.7%

Miller Howard Investments 4,860 (184) 1.6%

Net Debt (Si 868) tS2S 14) Munder Capital Managemenl 4,689 23 1.5%

. hrivent Financial 4,288 1,742 1.4%

ennison Associates 4,131 186 1.3%

W H Reaves & Company 3,731 627 1.2%

Northern Trust Corp 3,680 97 1.2%

Bank Of New York Mellon 3,632 88 1.2%

Rainier Investment 3,191 (69) 1.0%

Massachusetts Financial 3,104 970

Total Value $8,013 $26

I

Istdbut.Ton
41%

** Important Disclosures on pages 2-9 of this report ** Sources: Bloomberg, Company Reports, USCA
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Opinion Key:

USCA uses a Buy, Overweight, Hold, Underweight and Sell rating system.

Risks that may impede achievement of price target(s):

Interest rates. Asset recontracting. Cost overruns.
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We, Becca Followill and James Carreker, do hereby certify that the recommendations and opinions expressed in
this presentation accurately reflect our personal views about any and all of the subject securities or issues
discussed herein. Furthermore, no part of our compensation was, is, or will be, directly or indirectly, related to the
specific recommendations or views expressed herein. As of the date of this presentation Becca Followill does hold
shares, within a managed account, of Kinder Morgan Inc (KMI - $33.92— Hold - $34PT). Becca Followill does not
own shares directly of KMP or KMR. Neither we nor any member of our households serves as an officer, director
or advisory board member of any company that is subject to this presentation.

Employees of U.S. Capital Advisors LLC (“USCA” or “the Firm”) not involved in the preparation of this report may
have investments in securities or derivatives of securities of companies mentioned in this report, and may buy, sell,
or trade them in ways different from, or in a manner inconsistent with, the recommendations and opinions

Analysts’ compensation is not based on investment banking revenue and the analysts are not compensated by the
subject companies. In the past 12 months, USCA has not received investment banking or other revenue from the
companies mentioned in this report. However, within the next three months USCA may attempt to seek
compensation for investment banking services from the companies mentioned within this report.

BUY - The stock has among the best combination of risk/reward and positive company specific catalysts within the
sector. Stock is expected to trade higher on an absolute basis and be a top performer relative to peer stocks over
the next 12 months.

OVERWEIGHT - The stock has above average risk/reward and is expected to outperform peer stocks over the next
12 months.

HOLD - The stock has average risk/reward and is expected to perform in line with peer stocks over the next 12
months.

UNDERWEIGHT - The stock has below average risk/reward and is expected to underperform peer stocks over the
next 12 months.

SELL - The stock’s risk/reward is skewed to the downside with possible negative company specific catalysts or
excessive valuation. The stock is expected to trade lower on an absolute basis and be among the worst performers
relative to peer stocks over the next 12 months.

Industry wide risks include but are not limited to environmental and regulatory for both pipeline and E&P, aging
infrastructure and availability of midstream infrastructure to accommodate new production. Competition for and
availability of service crews and drilling rigs. Commodity prices, the economic outlook, access to capital markets.

** Important Disclosures on pages 8-9 of this report **
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Price Target Methodology:
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Distribution of Ratings (as of December 5, 2012):

______________
________________
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______________

0%
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Historical Ratings and Price Targets may be found by clicking the link below:
USCA Rating and Price Target History

For hard a hard copy of our price target/ratings history, please call 888-601-USCA (8722), or write to U.S. Capital
Advisors, 1330 Post Oak Blvd., Suite 900, Houston, TX, 77056.

A list of common terms and abbreviations may be found by clicking the link below:
http://wwwuscallc.com/assets/pdf/Glossary.pdf

©Copyright 2012 U.S. Capital Advisors LLC, all rights reserved. This information is confidential and may not be
disclosed, copied or disseminated, in whole or in part, without the prior written permission of USCA. This
communication is based on information which USCA believes is reliable; however, the Firm does not represent or
warrant its accuracy. The viewpoints and opinions expressed in this communication represent the views of the
authors as of the date of this report. These viewpoints and opinions may be subject to change without notice and
USCA will not be responsible for any consequences associated with reliance on any statement or opinion contained
in this communication. This report does not provide individually tailored investment advice. It has been prepared
without regard to the individual financial circumstances and objectives of persons who may receive it and for this
reason, this message should not be considered as an offer or solicitation to buy or sell any securities.

Securities offered through USCA Securities LLC, member FINRA/SIPC. Investment Advisory Services offered through
USCA RIA LLC.

NI — December 5, 2012

For C-Corps, our price targets are, generally, based on a traditional sum of the parts analysis. For companies with
E&P assets, we perform a discounted cash flow analysis where we produce out proved developed producing
reserves, put in capital to develop proved undeveloped reserves within the 5-yr SEC window and estimate
development plans for probables and possibles using current and projected rig counts, EURs and decline curves.
For traditional pipes and midstream assets, we value at 7-9x EBITDA multiples (usually current year unless it
doesn’t represent a good run rate). LP units are marked to current market price. GP values are determined using a
discounted cash flow of projected distributions and then tax effected.

RetotmflefldatlOfl

Oerweight/Buy

Hold

invesient Banking

Relationship

Overweight/Buy32 63%
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Americas

Electc Utilities

12-month rating Neutral
Unchanged

12m price target US$23.00
Unchanged

Price US$24.65

RIC: NLN BBG: NI US

1 May2012

Continuing to Leverage the Footprint

• Weather strikes Distribution results, driving a sizable EPS miss
NI realized recurring 1Q12 EPS of $0.65 (excluding items), well short of our $0.69
estimate and the Street’s $0.71 consensus expectation. We note that —23% warmer
than normal temps (—25% warmer y/y) negatively impacted Gas and Electric utility
results which, along with above-forecast Depreciation and Interest expense, and a
higher than anticipated share count, propelled the EPS miss. Fig. 1 has more detail.

• Utica JV discussions in advanced stage; CMA filed base rate case
On the call, mgmt noted it is in ‘advanced discussions’ with an individual producer
counterparty regarding a potential JV to optimize —15k acres of its Utica mineral
position; an agreement is expected by midyear. Separately, in April, Columbia Gas
of MA filed a 529mm base rate case request and a decision is expected by late Oct.

• Trimming ‘12-’14 EPS estimates; ‘12 EPS guidance (non-GAAP) affirmed
Incorporating 1Q results and a slightly higher expected share count, we are cutting
our ‘12-14 EPS estimates to $1.38, $1.47, and $1.53, from $1.43, $1.48, and $1.54,
respectively. Along with lQ results, management affirmed its ‘12 EPS guidance of
Sl.40-$l.50: however, this is a non-GAAP estimate which excludes the impact of
actual weather and includes only basic shares outstanding. We note that this
approach is fundamentally different than that employed by any other company
under our coverage.. • Valuation: Reiterate Neutral rating
While we acknowledge NI’s deep inventory of organic growth opportunities, its
enviable infrastructure footprint in OH, WV, and PA, and the prospect for resumed
dividend growth, we believe shares fully reflect these attributes at current levels.
Our $23 price target is DCF and SOP derived.

Trading data

52-wk range US$24.65-18.27

Market cap. US$6.95bn

Shares ols 282m (0DM)

Free float 99%

Avg. daily volume C000) 738

Avg. daily value fm) US$17.6

Balance sheet data 12112E

Shareholders’ equity US$5.48bn

PIBV(UBS) 1.4x

Net Cash (debt) (US$7.96bn)

Forecast returns

Forecast price appreciation -6.7%

Forecast dividend yield 3.8%

Forecast stock return -2.9%

Market return assumption 5.3%

Forecast excess return -8.2%

EPS (UBS, US$)
12112E 12/11

From To Cons. Actual
Qi 0.69 0.65 0.71 0.72
Q2E 0.21 0.17 0.19 0.16
Q3E 0.18 0.18 0.16 0.13
Q4E 0.35 0.37 0.38 0.28
12/12E 1.43 1.38 1.44
12113E 1.48 1.47 1.52

Performance (US$)

255
Sbk P,o 1US$)

Highlights (US$m) 12/10 12/11 12112E 12113E 12114E
Revenues 6,034.80 5,853.50 5,565.05 5,878.89 5,051.85
EBIT(UBS) 921.60 941.00 1,022.66 1,111.82 1,159.59
Net Income (UBS) 339.99 370.43 409.23 458,34 477.75
EPS (UBS, US$) 1.22 1.29 1.38 1.47 1.53
Net DPS (UBS, USS) 0.92 0.92 0.92 0.96 1.00

Profitability & Valuation 5-yr hist av. 12/11 12/12E 12113E 12114E
EBIT margin % 13.3 16.1 18.4 18.9 19.1
ROIC (EBIT) % 8.3 8.3 8.7 9.1 9.2
EVIEBITDA (core) x 8.7 9.7 10.0 8.0 7.7
PE(UBS)x 14.1 15.8 17.9 16.7 16.1
Net dividend yield % 5.6 4.5 3.7 3.9 4.1
Source: Company accounts. Thomson Restem, UBS estimates. tUBS) valuatrens are statedbeforegoodwlllre1atedcharges and other adjustments for
abnonnal and economic items at the analysts’judgement.
Valuations: based on an average share price thatyear, (E)’ based on a share price ofUS$24.65 on 30 Apr20 12 19.39 EDT

Ronald ]. Barone Christopher P. Sighinolfi,
Analyst CFA
ronald.barone@ubs.com
+1-212-713 3848
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150

iRS
205

120

cccuse
PUSS Tsrgs5US$) (LOS) — Sbsk PUSS (US$1 (LHS)

— ReLS&P550(RHS(

Source: UBS

www.ubs.com/investmentresearch

This report has been prepared by UBS Securities LLC
ANALYST CERTIFICATION AND REQUIRED DISCLOSURES BEGIN ON PAGE 3.
UBS does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm may
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Figure 1: NI 1Q12 Results Review

Total Operating Income $394.7 $411.7 -4.1% $399.8 -1.3%

Depreciation ($146.1) ($140.9) 3.7% ($134.7) 8.5%

Other Incone I (Expenses) $1.0 $0.5 NM $3.3 NM

Interest Expense ($103.3) ($101.4) 1.9% ($89.8) 15.0%

Incone Tax Benefit (Expense) ($102.4) ($108.8) -5.9% ($107.6) -4.9%

Recurring Net Income $190.0 $202.0 -5.9% $205.7 -7.6%

Avg Diluted Shares Outstanding 293.1 291.5 0.5% 285.0 2.8%

Earnings Per Diluted Share $0.65 $0.69 -6.4% $0.72 -10.2%

Source: NI reports and UBS estimates
Note: Adjusted results exclude the impact of items deemed to be one-time in nature; however, we do include the impact of
share dilution and weather as there really is no such thing as ‘normal weather’ and this is the approach we employ with
every other company under our coverage.

Gas Distribution

Transrrission & Storage

Rectric Operations

Corporate, Other, and Eimnations

$212.0

$138.6

$43.1

$1.0

$234.5 -9.6%

$134.6 3.0%

$46.3 -7.0%

($3.8) NA

$241.6 -12.3%

$118.5 17.0%

$43.2 -02%

($3.5) 128.6%
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a NiSource Inc.

NiSource is an energy holding company whose subsidiaries are engaged in
natural gas transmission, storage, and distribution, as well as electric generation,
transmission, and distribution. NiSource operating companies deliver energy
products and services to approximately 3.8 million customers located within a
corridor that runs from the Gulf Coast through the Midwest to New England.

a Statement of Risk

Risks to our NI earnings estimates and price target include: 1) lower customer
usage; 2) customer attrition; 3) non-normal weather; 4) higher bad debt expense;
5) unfavorable regulatory/legislative decisions; 6) rising interest rates; and 7)
unfavorable pension asset performance.

• Analyst Certification

Each research analyst primarily responsible for the content of this research
report, in whole or in part, certifies that with respect to each security or issuer
that the analyst covered in this report: (1) all of the views expressed accurately
reflect his or her personal views about those securities or issuers and were
prepared in an independent manner, including with respect to liES, and (2) no
part of his or her compensation was, is, or will be, directly or indirectly, related
to the specific recommendations or views expressed by that research analyst in
the research report.

UBS3
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Required Disclosures

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

for information on the ways in which UBS manages conflicts and maintains independence of its research product;
historical performance information; and certain additional disclosures concerning UBS research recommendations,
please visit www.ubs.comldisclosures. The figures contained in perfomrnnce charts refer to the past; past performance is
not a reliable indicator of future results. Additional information will be made available upon request. UBS Securities Co.
Limited is licensed to conduct securities investment consultancy businesses by the China Securities Regulatory
Commission.

UBS Investment Research: Global Equity Rating Allocations

UBS 12-Month Rating Rating Category Coverage1 lB Services2
Buy Buy 51% 34%
Neutral HoldlNeutral 40% 35%
Sell Sell 9% 15%
UBS Short-Term Rating Rating Category Coverage3 lB Services4
Buy Buy less than 1% 25%
Sell Sell less than 1% 17%

1:Percentage of companies under coverage globally within the 12-month rating category.
2:Percentage of companies within the 12-month rating category for which investment banking fIB) services were provided within
the past 12 months.
3:Percentage of companies under coverage globally within the Short-Term rating category.
4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided
within the past 12 months.

Source: UBS. Rating allocations are as of 31 March 2012.

UBS Investment Research: Global Equity Rating Definitions

UBS 12-Month Rating Definition
Buy FSR is > 6% above the MRA.
Neutral FSR is between -6% and 6% of the MRA.
Sell FSR is > 6% below the MRA.
UBS Short-Term Rating Definition

Bu Buy: Stock price expected to rise within three months from the time the rating was assignedy because of a specific catalyst or event.

Sell Sell: Stock price expected to fall within three months from the time the rating was assigned
because of a specific catalyst or event.

UBS4
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KEY DEFINITIONS

Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend yield over the next 12
months.. Market Return Assumption (MRA) is defined as the one-year local market interest rate plus 5% (a proxy for, and not a
forecast of, the equity risk premium).
Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock’s price target and/or rating are

subject to possible change in the near term, usually in response to an event that may affect the investment case or valuation.
Short-Term Ratings reflect the expected near-term (up to three months) performance of the stock and do not reflect any
change in the fundamental view or investment case.
Equity Price Targets have an investment horizon of 12 months.

EXCEPTIONS AND SPECIAL CASES

UK and European Investment Fund ratings and definitions are: Buy: Positive on factors such as structure, management,
performance record, discount; Neutral: Neutral on factors such as structure, management, performance record, discount; Sell:
Negative on factors such as structure, management, performance record, discount.
Core Banding Exceptions (CBE): Exceptions to the standard +1-6% bands may be granted by the Investment Review
Committee (IRC). Factors considered by the IRC include the stock’s volatility and the credit spread of the respective company’s
debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands as they relate to the rating.
When such exceptions apply, they will be identified in the Company Disclosures table in the relevant research piece.

Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not
registered/qualified as research analysts with the NASD and NYSE and therefore are not subject to the restrictions contained in
the NASD and NYSE rules on communications with a subject company, public appearances, and trading securities held by a
research analyst account. The name of each affiliate and analyst employed by that affiliate contributing to this report, if any,
follows.

UBS Securities LLC: Ronald J. Barone; Christopher P. Sighinolfi, CFA; Corey Goldman.

Company Disclosures

Company Name Reuters 12-mo rating Short-term rating Price Price date
NiSourcelnc.6’7’16’18 NI.N Neutral N/A US$24.65 30Apr2012

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

6. This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, and non-investment
banking securities-related services are being, or have been, provided.

7. Within the past 12 months, UBS Securities LLC has received compensation for products and services other than
investment banking services from this company/entity.

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

18. The U.S. equity strategist, a member of his team, or one of their household members has a long common stock position
in NiSource, Inc.

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

UBS5
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Buy I
Neutrall

_____________________________

Buy I

Neutral I W I

No Rating

Source: UBS; as of 30 Apr 2012

Note: On August 4, 2007 UBS revised its rating system. (See UBS Investment Research: Global Equity Rating Definitions’ table
for details). From September 9, 2006 through August 3, 2007 the UBS ratings and their definitions were: Buy 1 = FSR is > 6%
above the MRA, higher degree of predictability; Buy 2 = FSR is > 6% above the MRA, lower degree of predictability; Neutral 1 =

FSR is between -6% and 6% of the MRA, higher degree of predictability; Neutral 2 = FSR is between -6% and 6% of the MRA,
lower degree of predictability; Reduce 1 = FSR is > 6% below the MRA, higher degree of predictability; Reduce 2 = FSR is> 6%
below the MRA, lower degree of predictability. The predictability level indicates an analyst’s conviction in the FSR. A
predictability level of ‘1’ means that the analyst’s estimate of FSR is in the middle of a narrower, or smaller, range of possibilities.
A predictability level of ‘2’ means that the analyst’s estimate of FSR is in the middle of a broader, or larger, range of possibilities.
From October 13, 2003 through September 6, 2006 the percentage band criteria used in the rating system was 10%.
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. Global Disclaimer

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

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located inany locality, state, country or other jurisdiction where such jurisdiction, publication, availability or use would be contrary to law or regulation or would subject UBS to any registration or licensingrequirement within such judsdicbon. It is published solely for information purposes, it is not an advertisement nor is it a solicitation or an offer to buy or sell any fnanciel instruments or toparticipate in any padicutar trading strategy, No representation or warranty, either espress or implied, is provided in relation to the accuracy, completeness or reliability of the informationcontained in this document (“the Information”), escept with respect to Information concerning UBS. The Information is not intended to be a complete statement or summary of the securities,markets or developments referred to in the document. UBS does sot undertake to update or keep curmnt the Information. Any opinions enpressed in this document may change without noticeand may differ or be contrary to opinions espressed by other business areas or groups of UBS.
Nothing in this document constitutes a representation that any investment strategy or recommendation is suitable or appropriate to an investor’s individual circumstances or otherwiseconstitutes a personal recommendation. Investments involve risks and investors should esercise prudence and their own )udgement in making their investment decisions. The hnancialinstruments described in the document may not be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for allinvestors, and trading in these instruments is considered risky. Mortgage and asset-backed securities may involve a high degree of risk and way be highly volatile in response to fluctuations ininterest rates or other market conditions. Foreign currency rates of euchange may adversely affect the value, price or income of any security or related instrument referred to in the document.For investment advice, trade evecuhon or other enquiries, clients should contact their local sales representative.
The value of any investment or income may go down as well as up end investors may not get back the full amount invested. Past performance is not necessarily a guide to futureperformance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising out of the use of all or any of theInformation.

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There is no representation that anytransaction can or could have been effected at those phces and any prices do not necessarily reflect UBS’s internal books and records or theorehcal model-based valuations end may be basedon certain assumptions. Oifferent assumptions by UBS or any other source may yield substantially different results.
Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management. The analysis contained in this document is baaed on numerousassumptions. Oifferent assumptions could result in materially different results. The analyst(s) responsible for the preparation of this document may interact with trading desk personnel, salespersonnel and other parties for the purpose of gathering, applying and inferprebng market information. UBS relies on information barfiem to control the flow of information contained in one ormore areas within UBS into other areas, units, groupa or affiliates of UBS. The compensation of the analyst who prepared this document ia determined eucluaively by research managementend senior management (not including investment banking). Analyst compensation is not based on investment banking revenues, however, compensation may relate to the revenues of UBSInvestment Bank as a whole, of which investment banking, sales and trading are a paff.
For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (eacluding UBS Securities LLC) acts as a market maker or liquidity provider (inaccordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity provider is carried out in accordance with thedehnihon given to it by the laws and regulations of any other EU juriadichona, such information is separately disclosed in this document For financial instruments admiffed to bading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in the US in accordance with the definition given to it by the relevant laws and regulafiona,such activity will be specifically discloaed in this document. UBS may have issued a warrant the value of which is based on one or mere of the financial instruments referred to in thedocument. UBS and its affiliates and employees may have long or short positions, trade as principal and buy and sell in instruments or derivatives identified herein; such transactions orpositions may be inconsistent with thu opinions evprenaed in this document.
United Kingdom and the rest of Europe: Escept as otherwise specified herein, this material is distributed by UBS Limited, to persona who are eligible countvrpartien or professional clients.UBS Limited is author/ned and regulated by the Financial Services Authority )FSA). France: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France S.A. UBESecurities France S.A. is regulated by the Autorité des Marches Financiers (AMF). Where an analyst of UBS Securities France S A. has contributed to thia document, the document is also• deemed to have been prepared by UBS Securities France S.A Germany: Prepared by UBS Limited and distributed by UBS Limited and UBS Oeutschland AG. UBS Oeutnchland AG isregulated by the Bundvaanstalf fur Finanzdienatleintungsauflsicht (BaFin). Spain: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities Espafia SV, SA. UBS SecuritiesEapaha SV, SA in regulated by the Cominión Nacional del Mercado dv Valorva (CNMV). Turkey: Prepared by UBS Menkul Degerler AS on behalf of and distributed by UBS Limited. Noinformation in this document in provided for the purpose of offering, marketing and sale by any means of any capital market instruments and aervices in the Republic of Turkey. Therefore, thisdocument may not be considered as an offer made or to be made to residents of the Republic of Turkey. UBS AG iv not licensed by the Turkish Capital Market Board (the CMB) under theprovisions of the Capital Market Law (Law No. 24gg). Accordingly neither this document nor any other offering meterial related to the instruments/services may be utilized in connection withproviding any capital market services to persona within the Republic of Turkey without the prior approval of thy CMB. However, according to article 15 (d) (1) of the Decree No. 32 there in norestriction on the purchase or sale of the securities abroad by residents of the Republic of Turkey. Poland: Distributed by UBS Limited (apolka z ograniczona odpowiedzialnoncia) Dddzial wPolsce. Russia: Prepared and distributed by UBS Securities CJSC. Switzerland: Oistributed by UBS AG to persona who are institutional investors only. Italy: Prepared by UBS Limited anddistributed by UBS Limited and UBS Italia Sim SpA. UBS Italia Sim SpA. is regulated by the Bank of Italy and by the Commianione Nazionale perle Societe via Borns (CONSOB). Where ananalyst of UBS tally Sim SpA. has contributed to this document, the document is also deemed to have been prepared by UBS Italia Sim SpA. South Africa: Distributed by UBS South Africa(Ply) Umited, an authorined user of the JSE and an authorised Financial Services Provider. Israel: UBS Limited and its affiliates incorporated outside Israel are not licensed under theInvestment Advice Law. This material is being issued only to and/or is directed only at persons who are Sophisticated Investors within the meaning of the Israeli Secunties Law and this materialmust not be relied or acted upon by any other persona. Whilst UBS Limited holds insurance for ifs act ivitien, it does not hold the same insurance that would be required for an inveabTientadvisor or investment marketer under the relevant Inveatment Advice Law Regulations. Saudi Arabia: This document has been issued by UBS AG (and or any of its subsidiaries, branches oraffiliates), a public company limited by shares, incorporated in Switzerland with its registered offices at Aeachenvoratadt 1, CH4051 Basal and Behnhofntraaae 45, CH-fl001 Zurich. Thispublication baa been approved by UBS Saudi Arabia (a subsidiary of UBS AG), a foreign closed joint stock company incorporated in the Kingdom of Saudi Arabia under commercial registernumber 1010257812 having its registered office at Tatweer Towers, P.O. Boy 75724, Riyadh 11588, Kingdom of Saudi Arabia. UBS Saudi Arabia in authorized and regulated by the CapitalMarket Authority to conduct securities business under license number 08113-37. United States: Distributed to US pemonn by either UBS Securities LLC or by UBS Financial Services Inc.,subsidiaries of UBS AG; or by a group, subsidiary or affiliate of UBS AG that is not registered as a US broker-dealer (a ‘non-US affiliate’) to major US institutional investors only. UBSSecurities LLC or UBS Financial Services Inc. accepts responsibility for the content of a document prepared by another non-US affiliate when distributed to US persona by UBS Securities LLCor UBS Financial Services Inc. All transactions by a US person in the securities mentioned in this document must be effected through UBS Securities LLC or UBS Financial Services Inc., andnot through a non-US affiliate. Canada: Distributed by UBS Securities Canada Inc., a registered investment dealer in Canada and a Member-Canadian Investor Protection Fund, or by anotheraffiliate of UBS AG which is registered to conduct business in Canada or otherwise evempt from registration. Hong Kong: Distributed by UBS Securities Asia Limited. Singapore: Distributedby UBS Securiben Pta Ltd. fmica (p) 016/11/2011 and Co. Rag. No.: 198500648C] or UBS AG, Singapore Branch. Please contact UBS Securities Pta. Ltd., an enempt financial advisor underthe Singapore Finandal Advisers Act (Cap. 110); or UBS AG, Singapore Branch, an esempt financial adviser under the Singapore Financial Advisers Act (Cap. 110) and a wholesale banklicensed under the Singapore Banking Act (Cap. 19) regulated by the Monetary Authority of Singapore, in respect of any matters arising from, or in connection with, the analysis ordocument. The recipients of this document represent and warrant that they are accredited and institutional investors as defined in the Securities and Futures Act (Cap. 289). Japan: Distributedby UBS Securities Japan Co., Ltd. to institutional investors only. Where this document has been prepared by UBS Securities Japan Co., Ltd., UBS Securities Japan Co., Ltd. is the author,publisher and distributor of the document. Australia: Distributed by UBS AG (Holder of Australian Financial Services License No. 231087) and/or UBS Securities Australia Ltd (Holder ofAustralian Financial Services License No. 231098). The Information in this document has been prepared without taking account any investor’s objectives, financial situation or needs andinvestors should, before acting on the Information, consider the appropriateness of the Information, having regard to their objectives, financial situation and needs. If the Information containedin this document relates to the acquisition, or potential acquisition of a particular financial product by a “Retail” dient as defined by section 761G of the Corporations Act 2001 where a ProductDisclosure Statement would be required, the retail client should obtain and consider the Product Disclosure Statement relating to the preduct before making any decision about whether toacquire the product. New Zealand: Distributed by UBS New Zealand Ltd. The information end recommendations in thin publication are provided for general information purposes only. To theextent that any such information or recommendations constitute financial advice, they do no take into account any person’s particular financial situation or goals. We recommend that recipientsseek advice specific to their circumstances from their financial adviser. Dubai: The research prepared and distributed by UBS AG Oubai Branch, in intended for Professional Clients only and innot for further distribution within the United Arab Emirates. Korea: Ointributed in Korea by UBS Securities PIe. Ltd., Seoul Branch. Thin document may have been edited or contributed to fromtime to time by affiliates of UBS Securities Pie. Ltd., Seoul Branch. Malaysia: Thin material in authorized to be distributed in Malaysia by UBS Securilien Malaysia Sdn. Bhd (253825-n) India:Prepared by UBS Securities India Private Ltd. 2/F, 2 North Avenue, Maker Mavity, Bandra Kuria Comples, Bandra (East), Mumbai (India) 400051. Phone: +912261556000 SEBt RegistrafionNumbem: NSE (Capital Market Segment): 1NB230951431, P/SE (F&D Segment) 1NF230951431, BSE (Capital Market Segment) 1NB010951437.

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

UBS specifically prohibits the redistribution of thin document in whole or in part without the wriBen permission of UBS and UBS accepts no liability whatsoever for the achons of third parties inthin respect. Images may depict objects or elements which are protected by third party copyright, trademarks and other intellectual property rights. © UBS 2012. The key symbol and UBS areamong the registered and unregistered trademarks of UBS. All rights reserved.
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NISOURCE INC. (NI: $25.35)
September 13, 2012

Market Data

,.

FYDEC 2011 2012 2013

Estimate Previous Current Previous Current
QI $0.74A — $0.76A — —

Q2 $O.17A — $0.23A — —

Q3 $0.IIA — $O.t3E — —

Q4 $0.32A — 50.35E — —

YEAR $l.35A — Sl.47E — $1560

Revenue $6,019.1 A $6,624.3E 56,75?.OE
EBIT $905.IA $1,026.2E $1,093.10
EBITDA SI,443.OA $1,590.5E $1,671.6E
FCF(Mil) $98.90 S(167.8)E Sf1 59.7)0
Debt/Capital 58.65E 56.9%E 56.9%E
BV/Share $18070 S18.59E $19.l6E
C...Ex 1 ncnOv 51 7Rfln ci Ann 50

FY11 FY12 FY13
PPE SI 1.674,30 512,480.00 S13,301.6E
Total Assets $20,658.70 $21,551.8E $22,424.5E
Total Debt $7,552.8E $7,752.80 $8,152.8E
Long Term Debt $6,136.IE $6,336.1E $6,736.10
Total SOE and Liab. $20.658.7E S21,551.8E $22,424.50

Company Description
NiSource is a large regulated electric and gas utility, with
most of its earnings derived from the gas distribution,
transmission, and storage businesses. The company
owns the Columbia gas system, serving gas in Ohio,
nnsylvania, Massachusetts, Virginia, Maryland, and

Lntucky. The company has electric utility operations in
northern Indiana.

James L. Dobson, CFA • 212.402.2059 .jdobson@wundernet.com
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Energy: Utilities/Power

Company Update
Rating: Hold

Price Target: $26.00

Analyst Meeting Discloses Higher EPS Growth Rate;
Maintain Hold
Summary

NiSource (NI) hosted an analyst meeting yesterday and disclosed higher capital
spending plans that would lead to 5%-7% BPS growth annually over the next
five years. This includes the need for equity in 2015, which slows the net income
growth of 8%-l0% to BPS growth of 5%-7%. The growth is led by investment in
the gas distribution, electric utility and gas transmission and storage businesses.
As NI funds the BPS growth, the company committed to 3%-5% dividend growth.
We expect NI to actively review ways to reduce the cost of equity. This could
include a forward sale of equity, assets sales or alternative equity structures.
However, we believe NI is committed to maintaining its balance sheet strength.
NI maintained 2012 EPS guidance.
Key Points

Annual capital spending raised, driving growth. NI indicated that capital
spending would range between $1 .5-$l sB annually over the next five years.
This is up from $1.43 previously. The higher capital spending is spread
across the three business lines almost evenly, diversifying the growth risk.
The most exciting growth is the downstream and midstream gas infrastructure
opportunities around the Utica and Marcellus shale gas regions. Ni’s existing
gas pipeline assets almost perfectly overlay the region, creating the opportunity.
Pipeline modernization advancing. NI continues to pursue a $45
modernization of its gas pipeline infrastructure. The company recently
negotiated a settlement with shippers that provides a modest rate reduction and
a tracking mechanism for the modernization capital spending. The settlement
requires FERC approval, which we expect by year-end. if approved, NI will
book a $5Omm pre-tax charge, reflecting the 20 12-2013 refunds ($25mm/year).
NI indicated this charge is included in 2012 EPS guidance.
2013 aided by MA case; 2015 by West Side expansion. NI indicated that a
decision in the $29mm MA rate case is expected in October, which should add
to earnings in 2013 assuming a reasonable outcome. NI continues to pursue a
5220mm expansion to carry gas from the Marcellus region to the Gulf Coast.
The project should drive additional earnings growth in 2015. NI will pursue
legislation in IN to expedite investment recovery, and reduce the need for
frequent rate cases. This could be completed in 2013. A PA rate case is expected
later this year.
Maintaining our 2012/2013/2014 EPS estimates. NI reiterated 2012 weather
normalized BPS guidance of$l .40-$1 .50. Further, NI indicated comfort with the
mid-point of the 2012 range; twelve month trailing earnings are $1.42. We are
maintaining our 2012/2013/2014 EPS estimates of SI .47/51 .56/51 .67. NI closed
its 24 million share equity forward transaction earlier in September, which will
increase the average share count in 2012 and 2013.
Maintain price target and Hold rating. NI currently trades at I 6.3x our 201 3E
EPS estimate and 15.2x our 2014E EPS. This compares with 15.Ox and 14.lx
for comparable electric peers, but l7.3x and 15.7x for gas LDC peers. Our
sum-of-the-parts (SOT?) value suggests S26-$27 excluding MLPs and $28-529
including MLPs. Given Ni’s gas business, we expect the stock will trade at a
premium to its electric peers, but may not fully reflect the ML? SOTP valuation.
Coupled with our DCF this supports our target price of $26.

12-18 Month Price Tarset
52-Week Range
ADTV - 900ay (000s)
Market Cap (5MM)
5hares Out (MM)
Public Market float (MM)
Dividend
Dividend/Yield

526.00
$26.15 -$20.31

2,399.6
$7,222.4

281.9
282.3
$0.96

3.79%

2009 and 2011) actuals are non-GAAP, operating earnings. GAAP EPSfor 09
nd ‘10 were 50.84 and $1.06, respectivelr.

Valuation Ratio

FY11 FY12
PIE

)IEBITDA
everage Ratio
EV/FCF
FCF Yield
P/FCF
EV/S

FY13
18.8x
4.7x
10.4x

5.2x
152.4x
1.4%
73.Ox
2.5x

17,2x
4.3x
9.5x
4.9x
NM
NM

(43 .0)x
2.3x

16,3x
4.1 x
9.Ox
4.9x
NM
NM

(45.2)x
2.2x

Financial Data

FYI I FY82 FY13

Balance Sheet

\ui,dvrl,cli Serii ties, lii,.
00 F.tst 42ic Etrcsst SUItS lOOT
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isciosures:

iaiyst Certification

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

Valuation/Risks

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

General disclosures:

Prices are as of the close of 09/12/12.

Rgtings Distribution (in Percentagesi & Investment Bankjpgjsclosure Chart Information

Buy -rated

Hold -rated

Sell -rated

* Percentage ofall Wunderlich-coi’ered stocks assigned an equivalent Boo’, Hold, or Sell rating.
** Percentage ofcompanies within Wunderlich-rated Buy, Hold, and Sell categories for which Wunderlich or an associatedflrm provided investment banking services within thepast 12 months.

flgSgflli

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

Buy — a security which at the time the rating is instituted or reiterated indicates an expectation of a total retum of greater than 20% over the next 12-18 months.
Hold - a security which at the time the rating is instituted or reiterated indicates an expectation of a total retum of plus or minus 5% over the next 12-18 months.
Sell — a security which at the time the rating is instituted or reiterated indicates an expectation of a negative total retum of greater than 10% over the next 12-18 months.
The analyst(s) who prepared this report may be compensated in part from a bonus pool that is partially funded by fees received by Wunderlich Securities for providinginvestment banking services.

01/21/10 07/26/10 08/26/10 I 02/02/11 I 05/04/11 00/03/11 10/31/11 05/02/12SQL 514 HQL:515.5 HOL:5//j,, HOL$58 HaL 019 HOL:025 HOL:523 HOL:526
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To request further information regarding the companies discussed in this report, readers may send an email to research@wundemet.com or may write to the WunderlichSecurities Research Department, Wunderlich Securities, Inc., 4001. Pratt Street, Suite 710, Baltimore, MD, 21202.

‘her Disclosures

\....,,.Ainderlich Securities, Inc. (“WSI”) is a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission and a member of financial Industry’ Regulatory’Authority and the Securities Investor Protection Corp. This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident

N ‘.ol/rce Inc.

Ratings Distribution & Investment Banking Disclosure

Rating Count Ratings Distribution” Count Investment Banking**

88

3

148 61.92 26 17.57
36.82 9

1.26 2
10.23

66.67

28

24

20

16

12

Q2 04 01 02 Q3 01 Q2 Q3 01 02
2010 2011 2012

Created by BlueMatrix

James L. Dobson, CFA •212.402.2059 •jdobson@wundemet.com \S’underi ich Securi tics, Inc.
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of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which wouldect WSI or any divisions, subsidiaries or affiliates to any registration or licensing requirement tvithin such jurisdiction.
material presented in this report, unless specifically indicated otherwise, is under copyright to WSI. None of the material, nor its content, nor any copy of it, may be alteredin any way, transmitted to, copied or distributed to any other party, without the prior express written permission of WSI. All trademarks, service marks and logos used inthis report are trademarks or service marks or registered trademarks or service marks of WSI or its affiliates. The information, tools and material presented in this report areprovided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities orother financial instruments.

WSI may not have taken any steps to ensure that the securities referred to in this report are suitable for any particular investor. WSI will not treat recipients as its customersby virtue of their receiving the report. The investments or services contained or referred to in this report may not be suitable for you and it is recommended that you consult anindependent investment advisor if you are in doubt about such investments or investment services. Nothing in this report constitutes investment, legal, accounting or tax adviceor a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise constitutes a personal recommendation to you.
WSI does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please note in particular that the bases and levelsof taxation may change. WSI believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presentedin the other sections of the report were obtained or derived from sources WSI believes are reliable, but WSI makes no representations as to their accuracy or completeness.
Additional information is available upon request. WSI accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion ofliability does not apply to the extent that liability arises under specific statutes or regulations applicable to WSI. This report is not to be relied upon in substitution for theexercise of independent judgment. WSI may have issued, and may in the future issue, a trading call regarding this security.
This report may provide the addresses of or contain hyperlinks to, websites. Except to the extent to which the report refers to vebsite material of WSI, WSI has not reviewedthe linked site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to WSI’s own website material) isprovided solely for your convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or followingsuch link through this report or WSl’s website shall be at your own risk.

James L. Dobson, CFA •212.402.2059 .jdobson@wundemet.com \Vundcrlicli SecuriUe. Inc.
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Equity Research

Director of Research
James L. Dobson
Accounting and Tax Policy

Forensic Accounting
Mike Gyure, CPA

Diversified Industrials
Environmental Services

Michael E. Hoffman
Brian]. Butler, CFA

Industrial Distribution
Brent D. Rakers, CFA

Anjali R. Voria, CFA
Minerals & Mining

Michael E. Hoffman
Brian]. Butler, CFA

Transportation
Brian J. Butler, CFA
Chaz Jones

Nicholas Bender
Energy

Exploration & Production
Irene 0. Haas 713.403.3980

Mostafa Dahhane, CFA 713.403.3986
Oilfield Services/Exploration & Production

Jason Wangler 713.403.3985
Master Limited Partnerships

John R. Cusick 212.402.2057
Utilities/Power

James C. Dobson 212.402.2059
Financial Services

Real Estate
Merrill Ross 703.307.9409

Regional Banks
Kevin Reynolds, CFA 901.251.2229

Healthcare
Medical Devices

Gregory]. Simpson, CFA 314.719.3467
Technology, Media & Telecommunications (TMT)

Cable/Satellite Entertainment
Matthew Harrigan 303.965.7966

Communications & Networking Equipment
Matthew S. Robison 415.572.0936

Information Infrastructure
Brian S. Freed, CFA 901.251.1353

Jeffrey]. Andry 901.259.9432
Software-as-a-Service

Richard K. Baldry, CFA 410.369.2633
Specialty Semiconductors and Components

William S. Harrison 410.369.2632
Blake T. Harper, CFA 410.369.2629

Institutional Equity Sales
Director of Institutional Sales
Thomas S. Stephens

Beth Adams
Clifford Athey
Greg Brown
Sally Chandler
Brett Chiles
James Donovan
Paul Gillespie
Thomas Hadley
Haywood Henderson
John Hohweiler
Blake Kukar
Mark McCulloh
Ethel McGlvnn
Kyle Norton
Kristi Papanikolaw
Christina Rosso
Claudette Teti

Institutional Equity Trading
Director of Institutional Equity Trading
Stephen C. lskalis

John Belgrade
Chuck Berry’
Erik Briggs
Trip Carey
William B.. Kitchens
Daniel Muhly

mehoffman@wundernet.com
bbutler@wundemet.com

brakers@wundemet.com
avoria@wundemet.com

mehoffman@wundemet.com
bbutler@wundemet.com

bbutler@:wundernet.com
cones@wundemet.com
nbender@wundernet.com

ihaas@wundemet.com
mdahhane@wundemet.com

jwangler@wundemet.com

jcusick@wundemet.com

jdobson@wundemet.com

mross@wundemet.com

kreynGlds@sVundernet.com

gsimpsonwundemet.com

mharriganwundemet.com

mrobison@wundemet.com

bfreed@wundemet.com
jandry@wundernet.com

rbaldiy@wundemet.com

sharrison@wunderaet.com
bharper@wundemet.com

tstephens@wundemet.com
badams@wundernet.com
cathey@wundemet.com
gbrown@wundernet.com
schandler@wundernet.com
bchiles@wundernet.com
jdonovan@wundernet.com
pgillespie@wundemet.com
thadley@wundemet.com
hhenderson@wundernet.com
jhohweiler@wundernet.com
bkukar@wundemet.com
mmcculloh@wundernet.com
ethel@wundernet.com
knorton@wundernet.com
kpapanikolaw@wundemet.com
crosso@wundemet.com
cteti@wundernet.com

siskalis@wundemet.com
jbelgradrt3wundemet.com
cbeny@wundernet.com
ebriggs@wundernet.com
tcarey@wundernet.com
wkitchens@wundernet.com
dmuhly@wundernet.com

jdobson@wundemet.com

mgyure@wundemet.com

212.402.2059

440.364.7473

410.369.2620
410.369.2614

901.251.2236
901.251.2238

410.369.2620
410.369.2614

410.369.2614
901.251.2231
901.251.2230

Baltimore
400 E. Pratt Street
Suite 720
Baltimore, MD 21202
866.297.8259

Boston
260 franklin Street
Suite 510
Boston, MA 02109
617.892.7151

Denver
1099 18th Street
Suite 2850
Denver, CO 80202
866.493.6588

Houston
4400 Post Oak Pkwy
Suite 1400
Houston, TX 77027
888.385.6928

Memphis
6000 Poplar Avenue
Suite 150
Memphis, TN 38119
800.726.0557

New York
60 East 42nd Street
Suite 1007
New York, NY 10165
866.575.2223

San Francisco
275 Battery Street
Suite 480
San Francisco, CA 94111
415.489.6800

St. Louis
771 1 Bonhomme St.
Suite 600
St. Louis, MO 63105
888.432.5671

410.369.2602
972.772.5066
410.369.2627
303.260.7902
901.259.9437
901.259.9436
617.892.7222
901.259.9407
303.260.7905
901.259.9438
410.369.2610
901.259.9411
410.369.2619
303.260.7904
212.402.2060
212.402.2058
212.402.2055
617.892.7224

303.260.7901
888.257.4152
303.965.7961
410.369.2611
617.892.7220
901.259.9439
410.369.2606
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NISOURCE INC. (NI: $30.73)
May 1, 2013

12-18 Month Price Target $30.00
52-Week Range $31.39- $23.14
ADTV - 9ODay (000s) 2,004.3
Market Cap (SMM) 59,562.8
Shares Out (MM) 310.3
Public Market Float (MM) 308.4
Dividend $0.96
Dividend/Yield 3.12%

PIE 2l.Ox 19.7x 18.4x
PEG S3x 4.gx 4.6x
EVIEBITDA 10.7x lO.5x 10.Ox
“ verage Ratio 5.Ox 4.9x 4.9x

IfCF NM NM NM
i’CF Yield NM NM NM
PIFCF NM NM NM
EV/S 3.4x 2.6x 2.5x

IrrrnTnhI

FY12 FY13 FY14
Revenue $5,070.OA $6,757.OE $6,892.8E
EBIT $1,071 .4A $1,093. IE $1 ,160.3E
EBITDA $1 ,633.3A $1,671 .6E SI ,753.2E
FCF(Mil) $(234.5)A 5(1 59.7)E 5(100. 1)E
DebtlCapital 59.3%A 56.9%E 56.l%E
BV/Share $18.48A $19168 $19.87E
‘‘Ex $1 .498.8A $1 .400.OE $1 400.OE

FY12 FY13 FY14
PPE 512,915.9A $13,301.6E $14,108.78
Total Assets $21,844.7A $22,424.5E $23,392.5E
Total Debt $8,103.2A $8,152.88 $8,602.88
LongTerm Debt $6,819.IA $6,736.IE 57,l86.IE
Total SOE and Liab. $21,844.7A 522,424.50 $23,392.5E

Company Description

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

)rthern Indiana.
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Energy: Utilities/Power

Raising Price Target
Rating: Hold

Price Target: Old - $26.00; New - $30.00

In Line 1Q Results; Maintain Estimates, But
Increase Target Price
Summary

NiSource (NI) reported 1Q EPS of $0.69 versus $0.76 a year ago (our/consensus
was S0.70/S0.71). As expected, the results were impacted by the 24 million share
equity issuance, which NI completed in September 2012 (closing the forward
sale). NI continues to benefit from constructive regulation and the opportunity
to invest capital in infrastructure in its midstream and downstream (distribution)
businesses. NI is on track to invest $1.83 of capital in its business in 2013.
NI maintained 2013 EPS guidance of 51.50-51.60. We are maintaining our
2013/2014 EPS estimates of $1.56/S1.67. We are also maintaining our Hold
rating on NI, but increasing our target price to $30 from $26 previously, to
reflect peer company appreciation since March 1. Long-term, NI continues to
have attractive prospects.
Key Points
• NGT&S has ample investment opportunities. FERC approved the gas

pipeline modernization settlement in January, paving the way for Sl.5B of
investment over the next 5 years as part of the first phase in a program that
could total $43 in capital spending at NGT&S. Further, Columbia and Columbia
Gulf will be moving forward with both the West Side Expansion and East Side
Expansion. NGT&S’ long-term investment plans remain robust, and benefit
from the increasing need for energy infrastructure in the Midwest.

• Hilcorp JV opportunities progressing on plan. Phase I (5150mm NI
investment) of the Pennant Midstream JV is expected to be in service by the
end of 2013. Expansion beyond Phase 1 will be based on the pace of drilling
activity. In addition, the UticaJPoint Pleasant upstream TV continues to progress
as planned. Following test well drilling, the acreage shows similar mineral
make-up to surrounding land. This will drive drilling activity throughout 2013.
The JV remains part of the growth driver for NGT&S.

• NIPSCO environmental investments on track; transmission upside.
Scrubber installation remains on track at Schahfer. At Michigan City,
construction work has begun. In addition to this combined 5750mm in spending,
management identified 5500mm-SiB in transmission investment opportunities,
including 2 projects with projected in-service dates in the latter part of the
decade, totaling S400-$SOOmm (NIPSCO portion) in MISO. We expect updates
on such incremental investments at NIPSCO throughout 2013.

• Maintaining 2013/2014 estimates... We are maintaining our 2013/2014 EPS
estimates of $1.56/$1.67. We believe management has identified a strong
investment pipeline through which to deliver its long-term EPS growth of 5-7%
with accompanying dividend growth of 3-5%. Upside to our estimates could
come from a variety of projects now in early stages, such as the Cameron Access
Project, which further supports our current EPS estimates. Further, reducing
equity needs could also drive additional EPS growth.

• ...and Hold rating, but raising target to $30. NI currently trades at I 8.4x our
2014E EPS. This compares with 16.8x for comparable electric peers, but 18.5x
for gas peers. Our sum-of-the-parts (SOT?) value suggests $29-$3 1 excluding
MLPs and $31-$34 including MLPs. Given NI’s gas business, we expect the
stock will trade at a premium to its electric peers, but may not fully reflect the
ML? SOTP valuation. Coupled with our DCF this supports our target price of
$30.

James L. Dobson, CfA •212.402.2059 .jdobson@wundemet.com ‘ undc,’lich Sscu 01t1, lt,.
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Market Data

EPS ($)
FY DEC

Qi
Q2
Q3
Q4
YEAR

$0.76A
S0.23A

S0.05A
$0.44A
$l.46A

$0.70 S0.69A
— 50.268
— 50.158
— $0.47E

51. 566

2014

Current

— 51.676

Valuation Ratio

FY12 FY13 FY14

Balance Sheet

For Required Disclosures and Reg AC, please see page 2 of report
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isciosures:

A)yertification

I James L. Dobson, CPA, hereby certily that the views expressed in this research report accurately reflect my personal views about the subject companies and their underlyingsecurities. I further certil5y that I have not and will not be receiving direct or indirect compensation in exchange for expressing the specific recommendation(s) in this researchreport.

Valuation/Risks

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

General disclosures:

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

Ratings Distribution tin Percentaaes) & Investment Banking Disclosure Chart Information

Percentage ofall lVunderlich-covered stocks assigned an equivalent Buy, Hold, or Sell rating.
* * Percentage ofcompanies within Wunderlich-rated Buy, Hold, and Sell categoriesfor which Wunderlich or an associatedfirm provided investment banking services within thepast 12 months.

Rangtem:

“ere are three rating categories within the Wunderlich Securities Investment Rating System: Buy, Hold, and Sell. The rating assigned to each company is based on the)owing criteria.

uy — a security which at the time the rating is instituted or reiterated indicates an expectation of a total return of greater than 20% over the next 12-IS months.
Hold - a security which at the time the rating is instituted or reiterated indicates an expectation of a total return of plus or minus 5% over the next 12-IS months.
Sell — a security which at the time the rating is instituted or reiterated indicates an expectation of a negative total return of greater than 10% over the next 12-18 months.
The analyst(s) who prepared this report may be compensated in part from a bonus pool that is partially funded by fees received by Wunderlich Securities for providinginvestment banking services.
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To request further information regarding the companies discussed in this report, readers may send an email to research@wundemet.com or may write to the WunderlichSecurities Research Department, Wunderlich Securities, Inc., 400 E. Pratt Street, Suite 710, Baltimore, MD, 21202.

I ‘her Disclosures

Ainderlich Securities, Inc. (“WSI”) is a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission and a member of financial Industry RegulatoryAuthority and the Securities Investor Protection Corp. This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident

Ni’,ource Inc.

Ratings Distribution & Investment Banking Disclosure

Rating Count Ratings Distribution* Count Investment Banking**

135Buy -rated 60.81 35 25.93
Hold -rated $6 38.74 10 11.63
Sell -rated 1 0.45 1 100.00

Rating and Price Target History for: Nisource Inc. (NI) as of 04-30-2013
07/26/10 00/26/10 02/02/is 05/04/11 08/03/11 10/31/11 05/02/12
HOL:115.5 HOLS1S HOC:118 H0LS19 HOC121 HOL:523 HOL526

15

Qi Q2 03 01 QZ Q3 01 02 Q3 Q1 Q2
2011 2012 2013

Created by SlueMatrix

James L. Dobson, CfA 212.402.2059 .jdobson@wundemet.com \‘undcrIich Seeuriti.’., Inc.
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of or located in any locality, state, countly or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would

cect

WSI or any divisions, subsidiaries or affiliates to any registration or licensing requirement within such jurisdiction.
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NISOURCE INC. (NI: $25.33)
May 2, 2012

.,.

FYDEC 2011 2012 2013

Estimate Previous Current Previous Current
QI $0.74A $0.75 $0.76A — —

Q2 S0.17A — — — —

Q3 $0.IIA — — — —

Q4 $0.32A — — — —

YEAR $1.35A — $1.46E $1.52 $1.55E
2009 and 2010 actuals are non-ClIP, operating carnings. GAAP EPSfor ‘09
nd ‘10 were $0.84 and $1.06. revpecrivel,.

FY11 FY12 FY13

J P/E 18.8x 17.3x
‘EG 4.7x 4.3x 4.lx

Y/EBITDA 10.5x 9.5x 9.lx
eeverage Ratio 5.2x 4.9x 4.9x
EV/FCF 153.lx NM NM
FCF Yield 1.4% NM NM
P/FCF 72.8x (42.9)x f45.1)x
EV/S 2.5x 2.3x 2.2x

Ifl1iTflhI it

FY11 FY12 FY13
Revenue $6,019.1 A $6,624.31 $6,757.01
EBIT $905.IA S1,026.2E $1,093.11
EBITDA $l,443.OA $1,590.51 $1,671 .6E
FCF(Mil) $98.91 $(167.$)E $( I 59.7)1
Debt/Capital 5$.6%E 56.9%E 56.9%E
BVIShare $18.O7E $18.59E $19161
CanUx $1 .050.01 $1 .370.01 51400.01

FY11 FY12 FY13
PPE $11,674.31 $12,480.01 $13,301.61
Total Assets $20,658.71 $21,551.81 $22,424.5E
Total Debt $7,552.81 $7,752.8E $8,152.81
Long Term Debt $6,136.10 $6,336.11 $6,736.IE
Total SOE and Liab. $20,658.7E $21,551.81 $22,424.5E

Company Description
NiSource is a large regulated electric and gas utility, with
most of its earnings derived from the gas distribution,
transmission, and storage businesses. The company
owns the Columbia gas system, serving gas in Ohio,
“snnsylvania, Massachusetts, Virginia, Maryland and

\,)ntucky. The company has electric utility operations in
northern Indiana.

James L. Dobson, CFA .212.402.2059 .jdobson@wundernet.com

In-Line 1Q; Gas Infrastructure Opportunity
Continues to Drive Value
Increase Estimates and Target Price
Summary
NiSource (NI) reported IQ EPS of $0.76 versus $0.74 a year ago (our/consensus
was $0.75/$0.70). As expected, improved results from the gas transmission,
storage and distribution business (on a weather normalized basis) drove the
improvement in the consolidated results. NI continues to pursue gas infrastructure
expansion in the Midwest, given NI’s attractive proximity to the shale gas regions
in OH and PA. NI also appears very close to a joint venture to exploit the value
of its eastern Utica acreage; an announcement is expected by the end of May.
Further, the company announced a 5220mm expansion to transport Marcellus gas
to Gulf Coast markets. We are increasing our 2013 EPS estimate and our target
price, but maintaining our Hold rating.
Key Points
• 1Q weather normalized results as expected. Warm weather negatively

impacted Ni’s GAAP net revenues by $4Omrn in IQ (about $0.09 per share).
However, NI reports adjusted earnings and provides annual earning guidance
on a weather normal basis. Adjusted IQ EPS were $0.76 versus $0.74 a year
ago. Higher revenues from rate increases at the gas distribution segment coupled
with higher revenues at the gas transmission business offset weaker electric
segment results. Industrial gas sales were 10% higher, while industrial electric
sales declined 2%.

• Company close to JV on eastern Utica position. NI indicated that negotiations
are ongoing on a JV with a Utica gas producer to exploit the value of 15,000
acres of Nt’s eastern-most Utica shale acreage. Our understanding of the JV
framework is NI would contribute acreage to an existing acreage position
of its JV partner. NI would get royalties from the production and build the
associated gathering and pipeline infrastructure for the project. We expect an
announcement on the JV by the end of May.

• 2013 helped by MA rate case; 2015 by West Side expansion. On a conference
call to discuss IQ results, NI indicated that the company filed a 529mm MA rate
case in mid April, which should add to earnings in 2013 assuming a reasonable
outcome. The company also announced a 5220mm project to carry gas from
the Marcellus shale region to the Gulf Coast. Expected to be operational in late
2014, the project should drive additional earnings growth in 2015. NI continues
to pursue its pipeline modernization plan, which should be advanced by 2013.

• Increasing our 2013 EPS estimate; maintain 2012. NI reiterated 2012 weather
normalized EPS guidance of $1.40-$1.50 based on the lQ results. We are
maintaining our 2012 EPS estimate of $1.46, but increasing our 2013 EPS
estimate to $1.55 from $1.52 to reflect the MA rate case. NI still expects to
close the 24 million share equity forward transaction by September 2012. Our
2014 EPS estimate is increased to $1.67 from $1.65 previously. That remains
premised upon $1 .3-51 .4B capital spending annually.

• Increase price target, but maintain Hold rating. NI currently trades at 16.3
our 20l3E EPS estimate and 15.2 times our 2013E EPS. This compares with
I 4.7x and 13 .6x for comparable electric peers, but I 6.Ox and 1 4.6x for gas peers.
Our revised sum-of-the-parts (SOTP) value suggests 525-526 excluding MLPs
and $27-$28 including MLPs. Given NI’s gas business, we expect the stock will
trade at a premium to its electric peers, but may not fully reflect the MLP SOTP
valuation. This coupled with our DCF supports our new target price of $26.

‘ udrrlicb Srcti titles, I Sr.
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Raising Price Target
Rating: Hold

Price Target: Old - $23.00; New - $26.00

12-18 Month Price Target
52-Week Range
ADTV - 9ODay (000s)
Market Cap (5MM)
Shares Out (MM)
Public Market Float (MM)
Dividend
Dividend/Yield

$26.00
$25.79 -$17.95

2,934.6
$7,196.1

281.9
281.6
$0.92

3.63%

Valuation Ratio

Balance Sheet

For Required Disclosures and Reg AC, please see page 2 of report
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(_Lsclosures.

Certification

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

Valuation/Risks

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

General disclosures:

Prices are as of the close of 05/01/12.

Ratings Distribution (in Percentages) & Investment BankipgDisclosure Chart Information

Ratings Distribution & Investment Banking Disclosure

Rating Count Ratings Distribution* Count Investment Banking**

135 63.68 23 17.04
68 32.08 6 8.82

Buy -rated

Hold -rated

Sell -rated 9 4.25 1 11.11
* Percentage ofall Wunderlich-covered stocks assigned an equivalent Bit3’, Hold, or Sell rating.
** Percentage ofcompanies tilt/tin Wunderlich-rated Buy, Hold, and Sell categories for which Wunderlich or an associatedfirm provided investment banking services within thepast 12 months.

n :

j ‘re are three rating categories within the Wunderlich Securities Investment Rating System: Buy, Hold, and Sell. The rating assigned to each company is based on thelowing criteria.

Buy — a security which at the time the rating is instituted or reiterated indicates an expectation of a total return of greater than 20% over the next 12-1 $ months,
Hold - a security which at the time the rating is instituted or reiterated indicates an expectation of a total return of plus or minus 5% over the next 12-18 months.
Sell— a security which at the time the rating is instituted or reiterated indicates an expectation of a negative total return of greater than 10% over the next 12-Is months.
The analyst(s) who prepared this report may be compensated in part from a bonus poo1 that is partially funded by fees received by Wunderlich Securities for providinginvestment banking services.

To request further information regarding the companies discussed in this report, readers may send an email to research@wundemet.com or may write to the WunderlichSecurities Research Department, Wunderlich Securities, Inc., 400 E. Pratt Street, Suite 710, Baltimore, MD, 21202.

fJer Disclosures

underlich Securities, Inc. (“WSI”) is a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission and a member of Financial Industry RegulatoryAuthority and the Securities Investor Protection Corp. This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident

James L. Dobson, CFA •212.402.2059 .jdobsonwundernet.com \Vundcrlich Sccuriiics, Inc.

Nisource Inc.

____________

Rating and Price Target History for: Nisource Inc. (NI) as of 06-01-2012
08/18/09 01/21/10 07/26/10 08/26/10 02/02/11 05/04/il 08/03/11 I 10/31/11I.H0L513.5 HOL:114 HOL 115.5 HOL:l 17 6OCt18 HOL:S19 H0C121 (, H0C523
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of or located in any locality, state, countly or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which wouldect WSI or any divisions, subsidiaries or affiliates to any registration or licensing requirement within such jurisdiction.
material presented in this report, unless specifically indicated otherwise, is under copyright to WSI. None of the material, nor its content, nor any copy of it, may be alteredin any way, transmitted to, copied or distributed to any other party, without the prior express written permission of WSI. All trademarks, service marks and logos used inthis report are trademarks or service marks or registered trademarks or service marks of WSI or its affiliates. The information, tools and material presented in this report areprovided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities orother financial instruments.

WSI may not have taken any steps to ensure that the Securities referred to in this report are suitable for any particular investor. WSI will not treat recipients as its customersby virtue of their receiving the report. The investments or services contained or referred to in this report may not be suitable for you and it is recommended that you consult anindependent investment advisor if you are in doubt about such investments or investment services. Nothing in this report constitutes investment, legal, accounting or tax adviceor a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise constitutes a personal recommendation to you.
WSI does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please note in particular that the bases and levelsof taxation may change. WSI believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presentedin the other sections of the report were obtained or derived from sources WSI believes are reliable, but WSI makes no representations as to their accuracy or completeness.Additional information is available upon request. WSI accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion ofliability does not apply to the extent that liability arises under specific statutes or regulations applicable to WSI. This report is not to be relied upon in substitution for theexercise of independent judgment. WSI may have issued, and may in the future issue, a trading call regarding this security.
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of WSI, WSI has not reviewedthe linked site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to WSI’s own website material) isprovided solely for your convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or followingsuch link through this report or WSI’s website shall be at your own risk.

James L. Dobson, CfA • 212.402.2059 .jdobson@wundernet.com Wunderlkli Sccuritie. Inc.
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..,

FYDEC 2011 2012 2013

Estimate Previous Current Previous Current
Qi $0.74A

— $0.76A —
—

Q2 $0.17A — $0.23A — —

Q3 $0.1 IA — $0.I3E — —

Q4 S0.32A — 50.350 —
—

YEAR $1.35A $1.46 $l.47E $1.55 $1560
2009 and 2010 aetna/s are ron-GAAP, operating earnings. &AAP bPSfor 09
aid ‘10 were $084 and 51.06, recpcctivelv

J PIE 18.8x 17.3x
‘1G 4.7x 4.3x 4.lx

‘/EB1TDA l0.5x 9.5x 9.Ox
....everage Ratio 5.2x 4.9x 4.9x
EV/FCF 152.Sx NM NM
FCF Yield 1.4% NM NM
P/FCF 73.Ix (43.1)x (45.3)x
EV/S 2.5x 2.3x 2.2x

IflflTTFlII [o

FY11 FY12 FY13
Revenue $6,019. IA $6,624.30 $6,757.00
EB1T $905. IA $1026.20 $1,093.1 E
EBITDA $I,443.OA $1,590.5E $1,671.60
FCF(Mil) $98.90 $( I 67.8)0 $( I 59.7)0
Debt/Capital 58.6%E 56.9%E 56.9%E
By/Share $18.07E $18590 $19160
r....rt C n,r $1400.00

FY11 FY12 FY13
PPE Stl,674.3E 512,480.OE $13,301.60
Total Assets $20,658.70 $21,551.80 522,424.5E
Total Debt 57,552.80 57,752.8E 58,152.80
LongTerm Debt $6,136.IE $6,336.10 $6,736.IE
Total SOE and Liab. 520,658.7E $21,551.8E $22,424.50

Company Description
NiSource is a large regulated electric and gas utility, with
most of its earnings derived from the gas distribution,
transmission, and storage businesses. The company
owns the Columbia gas system, serving gas in Ohio,

j nnsylvania, Massachusetts, Virginia, Maryland and
\.Jntucky. The company has electric utility operations in

northern Indiana.

Better-Than-Expected 2Q; Raise Estimates;
Maintain Hold Rating
Summary

NiSource (NI) reported 2Q EPS of $0.23 versus $0.17 a year ago (our/consensus
was $0.19/$0.20). The results were driven by improved gas transmission and
storage results, as well as progress in the other business segments. NI continues
to pursue several growth opportunities accorded the company in light of its
attractive geographic position near Midwest shale gas concentrations and keen
expertise in gas infrastructure. The recently announced HilCorp JV will provide
additional infrastructure development opportunities and a low risk way to
monetize NI’s acreage. NI maintained 2012 EPS guidance of$1.40-$1.50. Based
on 2Q results, we are increasing our 2012/2013 EPS estimates, but maintaining
our Hold rating and $26 target price.
Key Points
• HilCorp infrastructure JV opportunities. NI suggested its share ofinvestment in the infrastructure JV could be 5500mm over the next 2-3 years,

though about $l5Omm of that has already been announced in a gathering and
processing investment. The other JV with HilCorp provides a self-funding way
for NI to monetize a portion of the Utica shale acreage the company controls.
NI has committed 14,000 acres to the HilCorp JV. The partnerships appear well
suited to NI’s low-risk approach to investment.

• Pipeline modernization advancing. NI continues to pursue a $43
modernization of its gas pipeline infrastructure. The company is currently
negotiating with shippers, but has committed to pursue the project in a
FERC rate case if unsuccessful. NI would not comment on the status of thenegotiations. However, we are optimistic the company will reach a settlement
with shippers before the company’s analyst meeting on September 12. The
investment would drive earnings growth over the next 10 years.

• 2013 helped by MA rate case; 2015 by West Side expansion. On a
conference call to discuss 2Q results, NI indicated that a decision in the 529mmMassachusetts rate case is expected in October, which should add to earnings
in 2013 assuming a reasonable outcome. NI continues to pursue a $220mmexpansion to carry gas from the Marcellus region to the Gulf Coast. The project
should drive additional earnings growth in 2015.

• Increasing our 2012/2013 EPS estimates; maintain 2014. NI reiterated 2012
weather normalized EPS guidance of S1.40-Sl.50 based on the 2Q results.
further, NI indicated comfort with the mid-point of the 2012 range; twelve
month trailing earnings are $1.42. We are increasing our 2012/2013 EPS
estimate to $147151.56 from 51.46/51.55 to reflect the 2Q results. NI still
expects to close the 24 million share equity forward transaction by September
2012. Our 2014 EPS estimate is unchanged at $1.67.

• Increase price target, but maintain Hold rating. NI currently trades at 16.4x
our 2013E EPS estimate and 15.2x our 2014E EPS. This compares with 15.4x
and 14.4x for comparable electric peers, but I 7.Ox and 15.7x for gas peers. Oursum-of-the-parts (SOTP) value suggests $26-$27 excluding MLPs and 528-529including MLPs. Given NI’s gas business, we expect the stock will trade at a
premium to its electric peers, but may not fully reflect the MLP SOTP valuation.
Coupled with our DCF this supports our target price of $26.

James L. Dobson, CfA• 212.402.2059 .jdobson@wundernet corn ndertir’li Seen i tie, Nw.
ifl Font 42n’ Shcot Sste 1007
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NISOURCE INC. (NI: $25.38)
August 2, 2012

Market Data
12-18 Month Price Target
52-Week Range
ADTV - 9ODay (000s)
Market Cap (5MM)
5hares Out (MM)
Public Market float (MM)
Dividend
Dividend/Yield

Estimate Changes
Rating: Hold

Price Target: $26.00

$26.00
$26.15- $17.95

2,424.1
$7,230.9

281.9
282.3
$0.96

3.78%

Valuation Ratio

FYI I FY12 FY13

Balance Sheet
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isciosures:

bsi Certification

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

Valuation/Risks

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

General disclosures:

Prices are as of the close of 08/01/1 2.

Ratinas Distribution (in Percentages) & Investment Banking Disclosure Chart Inttriatiortion

* Percentage ofall Wunderlich-covered stocks assigned an equivalent Buy. Hold, or Sell rating.
** Percentage ofcompanies within Wunderlich-rated Buy, Hold, and Sell categoriesfor which Wunderlich or an associatedfirm provided invesintent banking services within thepast 12 months.

jlilSvstem:

C ‘ere are three rating categories within the Wunderlich Securities Investment Rating System: Buy, Hold, and Sell. The rating assigned to each company is based on the)owing Criteria.

uy — a security which at the time the rating is instituted or reiterated indicates an expectation of a total return of greater than 20% over the next 12-18 months.
Hold - a security which at the time the rating is instituted or reiterated indicates an expectation of a total return of plus or minus 5% over the next 12-18 months.
Sell — a security which at the time the rating is instituted or reiterated indicates an expectation of a negative total return of greater than 10% over the next 12-18 months.
The analyst(s) who prepared this report may be compensated in part from a bonus poo1 that is partially funded by fees received by Wunderlich Securities for providinginvestment banking services.

L/ -

To request further information regarding the companies discussed in this report, readers may send an email to research@wundernet.com or may write to the WunderlichSecurities Research Department, Wunderlich Securities, Inc., 400 E. Pratt Street, Suite 710, Baltimore, MD, 21202.

her Disclosures

\...‘(jnderlich Securities, Inc. (WSI”) is a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission and a member of financial Industry RegulatoryAuthority and the Securities Investor Protection Corp. This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident

Buy -rated

Hold -rated

Sell -rated

Ratings Distribution & Investment Banking Disclosure

Rating Count Ratings Distribution* Count Investment Banking**

156 61.66 23 14.74
$6

11

33.99

4.35

$ 9.30

2 18.18

Rating and Price Target History for: Nisource Inc. (NI) as of 08-01-2012
08/18/09 01/21/10 07/26/10 08/26/10 02/02/11 05/04/11 08/03/11 10/31/11 05/62/12IHOL$13.5 HOL $14 HOL $15.5 HOL:517 HOC $18 HOL$19 601.521 HOL$23 HOL$26
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of or located in any locality, State, country or otherjurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which wouldect WSJ or any divisions, subsidiaries or affiliates to any registration or licensing requirement within such jurisdiction.
material presented in this report, unless specifically indicated otherwise, is under copyright to WSI. None of the material, nor its content, nor any copy of it, may be alteredin any way, transmitted to, copied or distributed to any other party, without the prior express written permission of WSI. All trademarks, service marks and logos used inthis report are trademarks or service marks or registered trademarks or service marks of WSI or its affiliates. The information, tools and material presented in this report areprovided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities orother financial instruments.

WSI may not have taken any steps to ensure that the securities referred to in this report are suitable for any particular investor. WSI will not treat recipients as its customersby virtue of their receiving the report. The investments or services contained or referred to in this report may not be suitable for you and it is recommended that you consult anindependent investment advisor if you are in doubt about such investments or investment services. Nothing in this report constitutes investment, legal, accounting or tax adviceor a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise constitutes a personal recommendation to you.
WSI does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please note in particular that the bases and levelsof taxation may change. WSI believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presentedin the other sections of the report were obtained or derived from sources WSI believes are reliable, but WSI makes no representations as to their accuracy or completeness.
Additional information is available upon request. WSI accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion ofliability does not apply to the extent that liability arises under specific statutes or regulations applicable to WSI. This report is not to be relied upon in substitution for theexercise of independent judgment. WSI may have issued, and may in the future issue, a trading call regarding this security.
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of WSI, WSI has not reviewedthe linked site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to WSI’s own website material) isprovided solely for your convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or followingsuch link through this report or WSl’s website shall be at your own risk.

James L. Dobson, CFA • 212.402.2059 •jdobson@wundernet.com Wunderlielt Sccnriiies, Inc.
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NISOURCE INC. (NI: $27.26)
February 20, 2013

Market Data

..

FYDEC 2011 2012 2013

Actual Previous Current Previous Current
Qi S0.74A — S0.76A —

Q2 $0.17A — $0.23A — —

Q3 50.1 IA — $0.05A — —

Q4 $0.32A $0.41 $0.44A —

YEAR $1.35A $1.45 $I.46A — $1.56E

FY11 FY12 FY13
PIE 20.2x 18.7x 17.5x
PEG SOc 4.7x 4.4x
EV/S 2.7x 3.3x 2.4x
\V/EBITDA I I.4x I0.Ix 9.9x
)verage Ratio 5.5x 5.Ox 4.9x

itV/FCF NM NM NM
FCF Yield NM NM NM
PIfCF (39.4)c (36.0)x (52.9)x

FY11 FY12 FY13
Revenue $6,019.1 A 55,070.OA $6,757.OE
EBIT $905.1A SI,071.4A $1,093.11
EBITDA S1,443.OA $1,633.3A $1,671 .6E
FCf(Mil) 5(214.1 )A $(234.5)A $( I 59.7)1
Debt/Capital 61.4°/oA 59.3%A 56.9%E
BV/Share $17.93A $1$.48A $19.t6E
CnnEx $l,122.7A SI,498.8A 51,400.01

FY11 FY12 FY13
PPE $1 1,779.2A $l2,915.9A $13,301 .6E
Total Assets $20,708.3A $21,844.7A $22,424.51
Total Debt $7,953.8A 58,103.2A $8,152.81
Long Term Debt $6,267.IA $6,819.IA $6,736.11
Total SOE and Liab. $20,708.3A $21,844.7A $22,424.51

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

Indiana.
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Energy: Utilities/Power

Estimate Changes
Rating: Hold

Price Target: $26.00

4Q EPS Modestly Better Than Expected; Guidance
Affirmed; Maintain Hold Rating
Summary

NiSource (NI) reported 4Q BPS of $0.44 versus $0.32 last year (our/consensus
was $0.41/$0.42). The slightly better-than-expected results were driven by
growth in Gas Transmission & Storage (NGT&S). Otherwise, all other segments
were close to expectations with past regulatory actions favorably impacting
results. NI’s various capital spending initiatives remain on track. NI issued 2013
BPS guidance of 51.50-51.60 (our/consensus are $1.56), implying 6% growth
at the midpoint, and reiterated all other long-term targets. NI announced their
2013 capital spending plan of $1.83, at the high end of the previously announced
annual target of Sl.5-$l.8B. Based on the 4Q earnings, we maintain our BPS
estimates, price target and Hold rating.
Key Points

NGT&S has ample investment opportunities. FERC approved the gas
pipeline modernization settlement in January, paving the way for $1.53 of
investment over the next 5 years as part of the first phase in a program that
could total $4B in capital spending atNGT&S. Further, Columbia and Columbia
Gulf will be moving forward with both the West Side Expansion and East
Side Expansion. NI also has the proposed Cameron Access Project (LNG
transportation). NGT&S’ long-term investment plans are robust.

• Hilcorp JV opportunities progressing on plan. Phase 1 (5150mm NI
investment) of the Pennant Midstream JV is expected to be in service by the
end of 2013. Expansion beyond Phase 1 will be based on the pace of drilling
activity. In addition, the UticalPoint Pleasant upstream JV continues to progress
as planned. Following test well drilling in 2012, which showed the acreage had
similar mineral make-up to surrounding land, management reiterated plans to
launch a full drilling program in 2013. The JV remains part of the growth driver
for NGT&S.

• NIPSCO environmental investments on track; transmission upside.
Scrubber installation remains on track at Schahfer. At Michigan City, pre
construction work has begun with construction expected to commence in 1Q13.
In addition to this combined 5750mm in spending, management identified
$SOOmm-$IB in transmission investment opportunities, including 2 projects
with projected in-service dates in the latter part of the decade, totaling $400-
$500mm (NIPSCO portion) in MISO. We expect updates on such incremental
investments at NIPSCO throughout 2013.

• Maintaining 2013/2014/2015 estimates... We are maintaining our 2013/2014
EPS estimates of $1.56/$1.67. We believe management has identified a strong
investment pipeline through which to deliver its long-term BPS growth of 5-7%
with accompanying dividend growth of 3-5%. Upside to our estimates could
come from a variety ofprojects now in early stages, such as the Cameron Access
Project, which further supports our current EPS estimates. further, reducing
equity needs could also drive additional EPS growth.
...but maintaining Hold rating, $26 target. NI currently trades at I 7.2x our
20l3E BPS estimate and 15.9x our 20l4E EPS. This compares with 16.lx and
15.lx for comparable electric peers, but 18.8x and 17.Ox for gas peers. Our
sum-of-the-parts (SOTP) value suggests $26-527 excluding MLPs and 528-529
including MLPs. Given Ni’s gas business, we expect the stock will trade at a
premium to its electric peers, but may not fully reflect the MLP SOTP valuation.
Coupled with our DCF this supports our target price of $26.

James L. Dobson, CFA 2l2.4O2.2O59 •jdobson@wundernet.com undarlieb Scm ticS. I ic.

One World Financial Ccner
200 iherty Street Suite 2700

New ‘/erk NY 10271

12-IS Month ?rice target
52-Week Range
ADTV - 9ODay (000s)
Market Cap (SKIM)
Shares Out (MM)
Public Market float (MM)
Dividend
Dividend/Yield

121.00
$27.40 -$23.14

2.534.9
$8,443.9

309.8
306.9
$0.96

3.5 2%

Financial Data

Balance Sheet
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Ratings Distribution & Investment Banking Disclosure

Rating Count Ratings Distribotion* Count Investment Banking**

21.23
Buy -rated

Hold -rated

Sell -rated

* Percentage ofall Wunderlich-cove,’ed stocks assigned an equivalent Buy. Hold, or Sell rating.
** Percentage ofcompanies within Wunderlich-rated But’, Hold, and Sell categoriesfor which Wunderlich or an associatedfirm provided investment banking services within thepast 12 months.

146

nSystei:

There are three rating categories within the Wunderlich Securities Investment Rating System: Buy, Hold, and Sell. The rating assigned to each company is based on the)owing criteria,

Buy — a security which at the time the rating is instituted or reiterated indicates an expectation of a total return of greater than 20% over the next 12-1 $ months.
Hold - a security which at the time the rating is instituted or reiterated indicates an expectation of a total return of plus or minus 5% over the next 12-18 months.
Sell — a security which at the time the rating is instituted or reiterated indicates an expectation of a negative total return of greater than 10% over the next 12-18 months.
The analyst(s) who prepared this report may be compensated in part from a bonus pool that is partially funded by fees received by Wunderlich Securities for providinginvestment banking services.

, SB

To request further information regarding the companies discussed in this report, readers may send an email to research@wundernet.com or may write to the WunderlichSecurities Research Department, Wunderlich Securities, Inc., 400 E. Pratt Street, Suite 710, Baltimore, MD, 21202.

‘1er Disclosures

nderlich Securities, Inc. (‘WSI) is a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission and a member of Financial Industry RegulatoryAuthority and the Securities Investor Protection Corp. This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident

Nisutcc Inc.

isciosu res:

‘alyst Certification

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

Valuation/Risks

• NI faces regulatory risk, operational risks in its gas and electric business, adequate access to capital markets, and financial risk ass result of its leverage.• We value utilities based on a comparable company analysis, a sum-of-the-parts (SOT?) analysis and a discounted cash flow (DCF) analysis.

Generat disclosures:

Prices are as of the close of 02/19/13.

Ratings Distribution (in Percentages) & Investment Banking Disclosure Chart Information
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of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would

©ct

WSI or any divisions, subsidiaries or affiliates to any registration or licensing requirement within such jurisdiction.
material presented in this report, unless specifically indicated otherwise, is under copyright to WSI. None of the material, nor its content, nor any copy of it, may be alteredin any way, transmitted to, copied or distributed to any other party, without the prior express written permission of WSI. All trademarks, service marks and logos used inthis report are trademarks or service marks or registered trademarks or service marks of WSI or its affiliates. The information, tools and material presented in this report areprovided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities orother financial instruments.

WSI may not have taken any steps to ensure that the securities referred to in this report are suitable for any particular investor. WSI will not treat recipients as its customersby virtue of their receiving the report. The investments or services contained or referred to in this report may not be suitable for you and it is recommended that you consult anindependent investment advisor if you are in doubt about such investments or investment services. Nothing in this report constitutes investment, legal, accounting or tax adviceor a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise constitutes a personal recommendation to you.
WSI does not offer advice on the tax consequences of investment and you are advised to contact an independent tax adviser. Please note in particular that the bases and levelsof taxation may change. WSI believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and opinions presentedin the other Sections of the report were obtained or derived from sources WSI believes are reliable, but WSI makes no representations as to their accuracy or completeness.
Additional information is available upon request. WSI accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion ofliability does not apply to the extent that liability arises under specific Statutes or regulations applicable to WSI. This report is not to be relied upon in substitution for theexercise of independent judgment. WSI may have issued, and may in the future issue, a trading call regarding this security.
This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of WSI, WSI has not reviewedthe linked site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to WSI’s own website material) isprovided solely for your convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or followingsuch link through this report or WSI’s vebsite shall be at your own risk.

James L. Dobson, CFA 212.402.2059 .jdobsonwundernet.com Wundcrlkh Securities, inc.
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