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DEFINED TERMS
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The following is a list of abbreviations or acronyms that are used in this report:

NiSource Subsidiaries, Affiliates and Former Subsidiaries

Capital Markets

CGORC

Columbia

Columbia of Kentucky
Columbia of Maryland
Columbia of Massachusetts
Columbia of Ohio

Columbia of Pennsylvania
Columbia of Virginia

CPG

CPPL

CPRC

Crossroads Pipeline

NARC

NDC Douglas Properties
NIPSCO

NiSource

NiSource Corporate Services
NiSource Development Company
NiSource Finance

Abbreviations
AFUDC
AOCI
ASC
ASU
BBA
Bcf
BNS
Board
BTMU
CAA
CAP
CCGT
CCRs

CERCLA

co2

Columbia OpCo
CPP

DPU

DSM

NiSource Capital Markets, Inc.

Columbia Gas of Ohio Receivables Corporation
Columbia Energy Group

Columbia Gas of Kentucky, Inc.

Columbia Gas of Maryland, Inc.

Bay State Gas Company

Columbia Gas of Ohio, Inc.

Columbia Gas of Pennsylvania, Inc.

Columbia Gas of Virginia, Inc.

Columbia Pipeline Group, Inc.

Columbia Pipeline Partners LP

Columbia Gas of Pennsylvania Receivables Corporation
Crossroads Pipeline Company

NIPSCO Accounts Receivable Corporation
NDC Douglas Properties, Inc.

Northern Indiana Public Service Company
NiSource Inc.

NiSource Corporate Services Company
NiSource Development Company, Inc.
NiSource Finance Corporation

Allowance for funds used during construction
Accumulated Other Comprehensive Income
Accounting Standards Codification
Accounting Standards Update

British Banker Association

Billion cubic feet

Bank of Nova Scotia

Board of Directors

The Bank of Tokyo-Mitsubishi UFJ, LTD.
Clean Air Act

Compliance Assurance Program

Combined Cycle Gas Turbine

Coal Combustion Residuals

Comprehensive Environmental Response Compensation
and Liability Act (also known as Superfund)
Carbon Dioxide

CPG OpCo LP

Clean Power Plan

Department of Public Utilities

Demand Side Management
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Dth Dekatherm

ECR Environmental Cost Recovery

ECRM Environmental Cost Recovery Mechanism
ECT Environmental Cost Tracker

EERM Environmental Expense Recovery Mechanism
EPA United States Environmental Protection Agency
EPS Earnings per share

FAC Fuel adjustment clause

FASB Financial Accounting Standards Board

FERC Federal Energy Regulatory Commission

FGD Flue Gas Desulfurization

FTRs Financial Transmission Rights

GAAP Generally Accepted Accounting Principles
GCR Gas cost recovery

GHG Greenhouse gases

gwh Gigawatt hours

hp Horsepower

IBM International Business Machines Corp.

IDEM Indiana Department of Environmental Management
IPO Initial Public Offering

IRP Infrastructure Replacement Program

IRS Internal Revenue Service

IURC Indiana Utility Regulatory Commission

kV Kilovolt

LDAF Local Distribution Adjustment Factor

LDCs Local distribution companies

LIBOR London InterBank Offered Rate

LIFO Last-in, first-out

LNG Liquefied Natural Gas

MATS Mercury and Air Toxics Standards

Mcf Thousand cubic feet

MGP Manufactured Gas Plant

MISO Midcontinent Independent System Operator
Mizuho Mizuho Corporate Bank Ltd.

MMDth Million dekatherms

mw Megawatts

mwh Megawatt hours

NAAQS National Ambient Air Quality Standards
NAV Net Asset Value per Share

NOx Nitrogen oxides

NYMEX The New York Mercantile Exchange

OPEB Other Postretirement and Postemployment Benefits
oucc Indiana Office of Utility Consumer Counselor
PCB Polychlorinated biphenyls

PEF Pension Expense Factor
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PNC PNC Bank N.A.

ppb Parts per billion

PSC Public Service Commission

PUC Public Utility Commission

PUCO Public Utilities Commission of Ohio

RDAF Revenue decoupling adjustment factor

ROE Return on Equity

RTO Regional Transmission Organization
The separation of NiSource's natural gas pipeline,
midstream and storage business from NiSource's natural
gas and electric utility business accomplished through the

Separation pro rata distribution by NiSource to holders of its
outstanding common stock of all the outstanding shares of
common stock of CPG. The separation was completed on
July 1, 2015.

SEC Securities and Exchange Commission

SO2 Sulfur dioxide

Sugar Creek Sugar Creek electric generating plant

TDSIC Transmission, Distribution and Storage System
Improvement Charge

TUAs Transmission Upgrade Agreements

VIE Variable Interest Entity

VSCC Virginia State Corporation Commission
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ITEM 1. BUSINESS
NISOURCE INC.

NiSource Inc. (the "Company") is an energy holding company under the Public Utility Holding Company Act of 2005
whose subsidiaries are fully regulated natural gas and electric utility companies serving approximately 3.9 million
customers in seven states. NiSource is the successor to an Indiana corporation organized in 1987 under the name of
NIPSCO Industries, Inc., which changed its name to NiSource on April 14, 1999.

NiSource is one of the nation’s largest natural gas distribution companies, as measured by number of customers.
NiSource’s principal subsidiaries include NiSource Gas Distribution Group, Inc., a natural gas distribution holding
company, and NIPSCO, a gas and electric company. NiSource derives substantially all of its revenues and earnings
from the operating results of these rate-regulated businesses.

On July 1, 2015, NiSource completed the Separation of CPG from NiSource. CPG's operations consisted of all of
NiSource's Columbia Pipeline Group Operations segment prior to the Separation. Following the Separation, NiSource
retained no ownership interest in CPG.

The results of operations and cash flows for the former Columbia Pipeline Group Operations segment have been
reported as discontinued operations for all periods presented. Additionally, the assets and liabilities of the former
Columbia Pipeline Group Operations segment were reclassified as assets and liabilities of discontinued operations for
all prior periods. See Note 3, "Discontinued Operations," in the Notes to Consolidated Financial Statements for
additional information.

NiSource’s reportable segments are: Gas Distribution Operations and Electric Operations. The following is a summary
of the business for each reporting segment. Refer to Item 7, “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” and Note 22, "Segments of Business," in the Notes to Consolidated Financial
Statements for additional information for each segment.

Gas Distribution Operations

NiSource’s natural gas distribution operations serve approximately 3.4 million customers in seven states and operate
approximately 59,000 miles of pipeline. Through its wholly-owned subsidiary NiSource Gas Distribution Group, Inc.,
NiSource owns six distribution subsidiaries that provide natural gas to approximately 2.6 million residential,
commercial and industrial customers in Ohio, Pennsylvania, Virginia, Kentucky, Maryland and Massachusetts.
Additionally, NiSource also distributes natural gas to approximately 812,000 customers in northern Indiana through
its wholly-owned subsidiary NIPSCO.

Electric Operations

NiSource generates, transmits and distributes electricity through its subsidiary NIPSCO to approximately 463,000
customers in 20 counties in the northern part of Indiana and engages in wholesale and transmission transactions.
NIPSCO owns and operates three coal-fired electric generating stations. The three operating facilities have a net
capability of 2,540 mw. NIPSCO also owns and operates Sugar Creek, a CCGT plant with net capability of 535 mw,
three gas-fired generating units located at NIPSCO’s coal-fired electric generating stations with a net capability of 196
mw and two hydroelectric generating plants with a net capability of 10 mw. These facilities provide for a total system
operating net capability of 3,281 mw. NIPSCO’s transmission system, with voltages from 69,000 to 345,000 volts,
consists of 2,805 circuit miles. NIPSCO is interconnected with five neighboring electric utilities. During the year
ended December 31, 2015, NIPSCO generated 67.4% and purchased 32.6% of its electric requirements.

NIPSCO participates in the MISO transmission service and wholesale energy market. The MISO is a nonprofit
organization created in compliance with FERC regulations to improve the flow of electricity in the regional
marketplace and to enhance electric reliability. Additionally, the MISO is responsible for managing energy markets,
transmission constraints and the day-ahead, real-time, FTR and ancillary markets. NIPSCO transferred functional
control of its electric transmission assets to the MISO and transmission service for NIPSCO occurs under the MISO
Open Access Transmission Tariff.

Divestiture of Non-Core Assets
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In recent years, NiSource sold certain businesses judged to be non-core to NiSource’s strategy. Lake Erie Land
Company, a wholly-owned subsidiary of NiSource, is pursuing the sale of the real estate assets it owns. NDC Douglas
Properties, a subsidiary of NiSource Development Company, is in the process of exiting its low-income housing
investments. NiSource sold the service plan and leasing business lines of its retail services business in January 2013.
NiSource also sold the commercial and industrial natural gas portfolio of its unregulated natural gas marketing
business in September 2013.

Business Strategy

NiSource focuses its business strategy on its core, rate-regulated asset-based businesses with most of its operating
income generated from the rate-regulated businesses. NiSource’s utilities continue to move forward on core
infrastructure and environmental investment programs supported by complementary regulatory and customer
initiatives across all seven states in which it operates.
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NISOURCE INC.

NiSource’s goal is to develop strategies that benefit all stakeholders as it addresses changing customer conservation
patterns, develops more contemporary pricing structures, and embarks on long-term investment programs. These
strategies will help improve reliability and safety, enhance customer services and reduce emissions while generating
sustainable returns.

Competition and Changes in the Regulatory Environment

The regulatory frameworks applicable to NiSource’s operations, at both the state and federal levels, continue to evolve.
These changes have had and will continue to have an impact on NiSource’s operations, structure and profitability.
Management continually seeks new ways to be more competitive and profitable in this environment, including
providing gas customers with increased choices for products and services.

Natural Gas Competition. Open access to natural gas supplies over interstate pipelines and the deregulation of the
commodity price of gas has led to tremendous change in the energy markets. LDC customers and marketers can
purchase gas directly from producers and marketers as an open, competitive market for gas supplies has emerged. This
separation or “unbundling” of the transportation and other services offered by pipelines and LDCs allows customers to
purchase the commodity independent of services provided by the pipelines and LDCs. The LDCs continue to purchase
gas and recover the associated costs from their customers. NiSource’s Gas Distribution Operations’ subsidiaries are
involved in programs that provide customers the opportunity to purchase their natural gas requirements from third
parties and use the NiSource Gas Distribution Operations’ subsidiaries for transportation services.

Electric Competition. Indiana electric utilities generally have exclusive service areas under Indiana regulations and
retail electric customers in Indiana do not have the ability to choose their electric supplier. NIPSCO faces non-utility
competition from other energy sources, such as self-generation by large industrial customers and other distributed
energy sources.

Financing Subsidiary

NiSource Finance is a 100% owned, consolidated finance subsidiary of NiSource that engages in financing activities
to raise funds for the business operations of NiSource and its subsidiaries. NiSource Finance was incorporated in
March 2000 under the laws of the state of Indiana. Prior to 2000, the function of NiSource Finance was performed by
Capital Markets. NiSource Finance obligations are fully and unconditionally guaranteed by NiSource.

Seasonality

A significant portion of NiSource's operations is subject to seasonal fluctuations in sales. During the heating season,
which is primarily from November through March, net revenues from gas sales are more significant, and during the
cooling season, which is primarily June through September, net revenues from electric sales are more significant, than
in other months.

Other Relevant Business Information

NiSource’s customer base is broadly diversified, with no single customer accounting for a significant portion of
revenues.

As of December 31, 2015, NiSource had 7,596 employees of whom 3,157 were subject to collective bargaining
agreements.

For a listing of certain subsidiaries of NiSource refer to Exhibit 21.

NiSource electronically files various reports with the Securities and Exchange Commission (SEC), including annual
reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to such reports,
as well as our proxy statements for our annual meetings of stockholders. The public may read and copy any materials
that NiSource files with the SEC at the SEC’s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549.
The public may obtain information on the operation of the Public Reference Room by calling the SEC at
1-800-SEC-0330. The SEC also maintains an Internet site that contains reports and information statements, and other
information regarding issuers that file electronically with the SEC at http://www.sec.gov. NiSource makes all SEC
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filings available without charge to the public on its web site at http://www.nisource.com.
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ITEM 1A. RISK FACTORS
NISOURCE INC.

NiSource’s operations and financial results are subject to various risks and uncertainties, including those described
below, that could adversely affect the Company’s business, financial condition, results of operations, cash flows, and
the trading price of the Company’s common stock.

NiSource has substantial indebtedness which could adversely affect its financial condition.

NiSource had total consolidated indebtedness of $6,949.6 million outstanding as of December 31, 2015. The
Company’s substantial indebtedness could have important consequences. For example, it could:

4imit the Company’s ability to borrow additional funds or increase the cost of borrowing additional funds;

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

limit the Company’s flexibility in planning for, or reacting to, changes in the business and the industries in which it
operates;

lead parties with whom NiSource does business to require additional credit support, such as letters of credit, in order
for NiSource to transact such business;

place NiSource at a competitive disadvantage compared to competitors that are less leveraged;

tncrease vulnerability to general adverse economic and industry conditions; and

limit the ability of the Company to execute on its growth strategy, which is dependent upon access to capital to fund
its substantial investment program.

Some of NiSource’s debt obligations contain financial covenants related to debt-to-capital ratios and cross-default
provisions. NiSource’s failure to comply with any of these covenants could result in an event of default, which, if not
cured or waived, could result in the acceleration of outstanding debt obligations.

A drop in NiSource’s credit rating could adversely impact NiSource’s liquidity.

The credit rating agencies periodically review the Company’s ratings, taking into account factors such as our capital
structure and earnings profile. In 2015, Moody’s affirmed the NiSource senior unsecured rating of Baa2 and its
commercial paper rating of P-2, with stable outlooks. Moody’s also affirmed NIPSCO’s Baal rating and Columbia Gas
of Massachusetts’s Baa2 rating, with stable outlooks. In 2015, Standard & Poor’s raised the senior unsecured ratings of
NiSource and its subsidiaries to BBB+ and NiSource’s commercial paper rating to A-2, with stable outlooks. In 2015,
Fitch affirmed the NiSource senior unsecured rating of BBB-, commercial paper rating of F3 and the existing ratings
of its other rated subsidiaries. Fitch revised its outlook to positive.

The Company is committed to maintaining investment grade credit ratings, however, there is no assurance we will be
able to do so in the future. The Company’s credit ratings could be lowered or withdrawn entirely by a rating agency if,
in its judgment, the circumstances warrant. Any negative rating action could adversely affect our ability to access
capital at rates and on terms that are attractive. A negative rating action could also adversely impact our business
relationships with suppliers and operating partners.

Certain NiSource subsidiaries have agreements that contain “ratings triggers” that require increased collateral if the
credit ratings of NiSource or certain of its subsidiaries are below investment grade. These agreements are primarily for
insurance purposes and for the physical purchase or sale of power. As of December 31, 2015 the collateral
requirement that would be required in the event of a downgrade below the ratings trigger levels would amount to
approximately $26.9 million. In addition to agreements with ratings triggers, there are other agreements that contain
“adequate assurance” or “material adverse change” provisions that could necessitate additional credit support such as
letters of credit and cash collateral to transact business.

NiSource may not be able to execute its business plan or growth strategy, including utility infrastructure investments.
Business or regulatory conditions may result in NiSource not being able to execute its business plan or growth
strategy, including identified, planned and other utility infrastructure investments. NiSource’s customer and regulatory
initiatives may not achieve planned results. Utility infrastructure investments may not materialize, may cease to be
achievable or economically viable and may not be successfully completed. Natural gas may cease to be viewed as an

13
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economically and ecologically attractive fuel. Any of these developments could adversely affect our results of
operations and growth prospects.
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Adverse economic and market conditions or increases in interest rates could reduce net revenue growth, increase
costs, decrease future net income and cash flows and impact capital resources and liquidity needs.

While the national economy is experiencing modest growth, NiSource cannot predict how robust future growth will be
or whether or not it will be sustained. Deteriorating or sluggish economic conditions in NiSource’s operating
jurisdictions could adversely impact NiSource’s ability to grow its customer base and collect revenues from customers,
which could reduce net revenue growth and increase operating costs.

The Company relies on access to the capital markets to finance our liquidity and long-term capital requirements.
Market turmoil could adversely affect our ability to raise additional capital or refinance debt at reasonable borrowing
costs and terms. Reduced access to capital markets and/or increased borrowing costs could reduce future net income
and cash flows. Refer to Note 14, “Long-Term Debt,” in the Notes to Consolidated Financial Statements for information
related to outstanding long-term debt and maturities of that debt.

Capital market performance and other factors may decrease the value of benefit plan assets, which then could require
significant additional funding and impact earnings.

The performance of the capital markets affects the value of the assets that are held in trust to satisfy future obligations
under defined benefit pension and other postretirement benefit plans. NiSource has significant obligations in these
areas and holds significant assets in these trusts. These assets are subject to market fluctuations and may yield
uncertain returns, which fall below NiSource’s projected rates of return. A decline in the market value of assets may
increase the funding requirements of the obligations under the defined benefit pension and other postretirement benefit
plans. Additionally, changes in interest rates affect the liabilities under these benefit plans; as interest rates decrease,
the liabilities increase, which could potentially increase funding requirements. Further, the funding requirements of
the obligations related to these benefits plans may increase due to changes in governmental regulations and participant
demographics, including increased numbers of retirements or changes in life expectancy assumptions. Ultimately,
significant funding requirements and increased pension or other postretirement benefit plan expense could negatively
impact NiSource’s results of operations and financial position.

The majority of NiSource’s net revenues are subject to economic regulation and are exposed to the impact of
regulatory rate reviews and proceedings.

Most of NiSource’s net revenues are subject to economic regulation at either the federal or state level. As such, the net
revenues generated by those regulated companies are subject to regulatory review by the applicable federal or state
authority. These rate reviews determine the rates charged to customers and directly impact revenues. NiSource’s
financial results are dependent on frequent regulatory proceedings in order to ensure timely recovery of costs.
Additionally, the costs of complying with future changes in environmental laws and regulations are expected to be
significant, and their recovery through rates will be contingent on regulatory approval.

As a result of efforts to introduce market-based competition in certain markets where the regulated businesses conduct
operations, NiSource may compete with independent marketers for customers. This competition exposes NiSource to
the risk that certain stranded costs may not be recoverable and may affect results of NiSource’s growth strategy and
financial position.

NiSource’s costs of compliance with environmental laws are significant. The costs of compliance with future
environmental laws and the costs associated with environmental liabilities could impact cash flow and profitability.
NiSource is subject to extensive federal, state and local environmental requirements that, among other things, regulate
air emissions, water usage and discharges, remediation and the management of chemicals, hazardous waste, solid
waste, and coal combustion residuals. Compliance with these legal obligations requires NiSource to make
expenditures for installation of pollution control equipment, remediation, environmental monitoring, emissions fees
and permits at many of NiSource’s facilities. These expenditures are significant, and NiSource expects that they will
continue to be significant in the future. Furthermore, if NiSource fails to comply with environmental laws and
regulations or is found to have caused damage to the environment or persons, even if caused by factors beyond
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NiSource’s control, that failure or harm may result in the assessment of civil or criminal penalties and damages against
NiSource.

Existing environmental laws and regulations may be revised and new laws and regulations seeking to increase
environmental regulation of the energy industry may be adopted or become applicable to NiSource. Revised or
additional laws and regulations could result in significant additional expense and operating restrictions on NiSource’s
facilities or increased compliance costs,

9
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which may not be fully recoverable from customers and would, therefore, reduce net income. Moreover, such costs
could materially affect the continued economic viability of one or more of NiSource’s facilities.

Even in instances where legal and regulatory requirements are already known or anticipated, the original cost
estimates for cleanup and environmental capital projects can differ materially from the amount ultimately expended.
The actual future expenditures depend on many factors, including the nature and extent of impact, the method of
cleanup, the cost of raw materials, contractor costs, and the availability of cost recovery. Changes in costs and the
ability to recover under regulatory mechanisms could affect NiSource’s financial position, operating results and cash
flows. Because NiSource operates fossil fuel facilities, emissions of GHGs are an expected aspect of the business.
While NiSource continues to reduce GHG emissions through efficiency programs, leak detection, and other programs,
GHG emissions cannot be eliminated. The EPA has made clear that it is focused on reducing GHG emissions from the
energy industry. On October 18, 2015, the EPA finalized its CPP, which regulates greenhouse gas emissions from coal
and natural gas electric generating units. The CPP is subject to various legal challenges, but, if the CPP survives these
challenges, the compliance costs associated with CPP requirements could impact cash flow. In addition, the CPP
could increase NiSource’s cost of producing energy, which may impact customer demand and/or NiSource’s
profitability. The CPP requires states (or in some cases the EPA) to develop individualized plans to meet the CPP
emission reduction requirements. Depending on the array of programs chosen by the State of Indiana or EPA,
NiSource’s CPP compliance costs could be substantial. It is also possible that additional future GHG legislation and/or
regulation could materially impact NiSource. The cost impact of any new and/or amended GHG legislation or
regulations would depend upon the specific requirements enacted and cannot be determined at this time.

A significant portion of the gas and electricity NiSource sells is used by residential and commercial customers for
heating and air conditioning. Accordingly, fluctuations in weather, gas and electricity commodity costs and economic
conditions impact demand of our customers and our operating results.

Energy sales are sensitive to variations in weather. Forecasts of energy sales are based on normal weather, which
represents a long-term historical average. Significant variations from normal weather could have, and have had, a
material impact on energy sales. Additionally, residential usage, and to some degree commercial usage is sensitive to
fluctuations in commodity costs for gas and electricity, whereby usage declines with increased costs, thus affecting
NiSource’s financial results. Lastly, residential and commercial customers’ usage is sensitive to economic conditions
and factors such as unemployment, consumption and consumer confidence. Therefore, prevailing economic conditions
may affect NiSource’s financial results.

NiSource’s business operations are subject to economic conditions in certain industries.

Business operations throughout NiSource’s service territories have been and may continue to be adversely affected by
economic events at the national and local level where it operates. In particular, sales to large industrial customers,
such as those in the steel, oil refining, industrial gas and related industries, may be impacted by economic downturns.
The U.S. manufacturing industry continues to adjust to changing market conditions including international
competition, increasing costs, and fluctuating demand for its products.

Fluctuations in the price of energy commodities or their related transportation costs may have a negative impact on
NiSource’s financial results.

NiSource’s electric generating fleet is dependent on coal and natural gas for fuel, and its gas distribution operations
purchase and resell much of the natural gas they deliver. These energy commodities are vulnerable to price
fluctuations and fluctuations in associated transportation costs. From time to time, NiSource has used hedging in order
to offset fluctuations in commodity supply prices. NiSource relies on regulatory recovery mechanisms in the various
jurisdictions in order to fully recover the commodity costs incurred in operations. However, while NiSource has
historically been successful in recovery of costs related to such commodity prices, there can be no assurance that such
costs will be fully recovered through rates in a timely manner.
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NiSource is exposed to risk that customers will not remit payment for delivered energy or services, and that suppliers
or counterparties will not perform under various financial or operating agreements.

NiSource’s extension of credit is governed by a Corporate Credit Risk Policy, involves considerable judgment and is
based on an evaluation of a customer or counterparty’s financial condition, credit history and other factors. NiSource
monitors its credit risk exposure by obtaining credit reports and updated financial information for customers and
suppliers, and by evaluating the financial status of its banking partners and other counterparties by reference to
market-based metrics such as credit default swap pricing
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levels, and to traditional credit ratings provided by the major credit rating agencies. Adverse economic conditions
could result in an increase in defaults by customers, suppliers and counterparties.

NiSource has significant goodwill and definite-lived intangible assets. An impairment of goodwill or definite-lived
intangible assets could result in a significant charge to earnings and negatively impact NiSource's compliance with
certain covenants under financing agreements.

In accordance with GAAP, NiSource tests goodwill for impairment at least annually and reviews its definite-lived
intangible assets for impairment when events or changes in circumstances indicate the carrying value may not be
recoverable. Goodwill also is tested for impairment when factors, examples of which include reduced cash flow
estimates, a sustained decline in stock price or market capitalization below book value, indicate that the carrying value
may not be recoverable. NiSource would be required to record a charge in its financial statements for the period in
which any impairment of the goodwill or definite-lived intangible assets is determined, negatively impacting the
results of operations. A significant charge could impact the capitalization ratio covenant under certain financing
agreements. NiSource is subject to a financial covenant under its five-year revolving credit facility, which requires
NiSource to maintain a debt to capitalization ratio that does not exceed 70%. A similar covenant in a 2005 private
placement note purchase agreement requires NiSource to maintain a debt to capitalization ratio that does not exceed
75%. As of December 31, 2015, the ratio was 64%.

Changes in taxation and the ability to quantify such changes could adversely affect NiSource’s financial results.
NiSource is subject to taxation by the various taxing authorities at the federal, state and local levels where it does
business. Legislation or regulation which could affect NiSource’s tax burden could be enacted by any of these
governmental authorities. NiSource cannot predict the timing or extent of such tax-related developments which could
have a negative impact on the financial results. Additionally, NiSource uses its best judgment in attempting to
quantify and reserve for these tax obligations. However, a challenge by a taxing authority, NiSource’s ability to utilize
tax benefits such as carryforwards or tax credits, or a deviation from other tax-related assumptions may cause actual
financial results to deviate from previous estimates.

Changes in accounting principles may adversely affect NiSource’s financial results.

Future changes in accounting rules and associated changes in regulatory accounting may negatively impact the way
NiSource records revenues, expenses, assets and liabilities. These changes in accounting standards may adversely
affect its financial condition and results of operations.

Distribution of natural gas, and the generation, transmission and distribution of electricity involve numerous risks that
may result in incidents and other operating risks and costs.

NiSource's gas distribution and transmission activities, as well as generation, transmission, and distribution of
electricity, involve a variety of inherent hazards and operating risks, such as gas leaks, downed power lines, incidents,
including third-party damages, large scale outages, and mechanical problems, which could cause substantial financial
losses. In addition, these risks could result in serious injury or loss of life to employees and the general public,
significant damage to property, environmental pollution, impairment of its operations, adverse regulatory rulings and
reputational harm, which in turn could lead to substantial losses to NiSource. The location of pipeline facilities, or
generation, transmission, substation and distribution facilities near populated areas, including residential areas,
commercial business centers and industrial sites, could increase the level of damages resulting from such events. The
occurrence of such events could adversely affect NiSource's financial position and results of operations. In accordance
with customary industry practice, NiSource maintains insurance against some, but not all, of these risks and losses.
Aging infrastructure may lead to disruptions in operations and increased capital expenditures and maintenance costs,
all of which could negatively impact NiSource’s financial results.

NiSource has risks associated with aging infrastructure assets. The age of these assets may result in a need for
replacement, a higher level of maintenance costs and unscheduled outages despite efforts by NiSource to properly
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maintain these assets through inspection, scheduled maintenance and capital investment. The failure to operate these
assets as desired could result in incidents and in NiSource’s inability to meet firm service obligations, adversely
impacting revenues, and could also result in increased capital expenditures and maintenance costs, which, if not fully
recovered from customers, could negatively impact NiSource's financial results.

11
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The impacts of climate change, natural disasters, acts of terrorism or other catastrophic events may disrupt operations
and reduce the ability to service customers.

A disruption or failure of natural gas distribution systems, or within electric generation, transmission or distribution
systems, in the event of a major hurricane, tornado, terrorist attack or other catastrophic event could cause delays in
completing sales, providing services, or performing other critical functions. NiSource has experienced disruptions in
the past from hurricanes and tornadoes and other events of this nature. The occurrence of such events could adversely
affect NiSource's financial position and results of operations. In accordance with customary industry practice,
NiSource maintains insurance against some, but not all, of these risks and losses. There is also a concern that climate
change may exacerbate the risks to physical infrastructure. Such risks include heat stresses to power lines, storms that
damage infrastructure, lake and sea level changes that damage the manner in which services are currently provided,
droughts or other stresses on water used to supply services, and other extreme weather conditions. Climate change and
the costs that may be associated with its impacts have the potential to affect NiSource’s business in many ways,
including increasing the cost NiSource incurs in providing its products and services, impacting the demand for and
consumption of its products and services (due to change in both costs and weather patterns), and affecting the
economic health of the regions in which NiSource operates.

A cyber-attack on any of NiSource's or certain third-party computer systems upon which NiSource relies may
adversely affect its ability to operate.

NiSource is reliant on technology to run its businesses, which are dependent upon financial and operational computer
systems to process critical information necessary to conduct various elements of its business, including the generation,
transmission and distribution of electricity, operation of its gas pipeline facilities and the recording and reporting of
commercial and financial transactions to regulators, investors and other stakeholders. Any failure of NiSource’s
computer systems, or those of its customers, suppliers or others with whom it does business, could materially disrupt
NiSource’s ability to operate its business and could result in a financial loss and possibly do harm to NiSource’s
reputation.

Additionally, NiSource's information systems experience ongoing, often sophisticated, cyber-attacks by a variety of
sources with the apparent aim to breach NiSource's cyber-defenses. Although NiSource attempts to maintain adequate
defenses to these attacks and works through industry groups and trade associations to identify common threats and
assess NiSource's countermeasures, a security breach of NiSource's information systems could (i) impact the
reliability of NiSource's generation, transmission and distribution systems and potentially negatively impact
NiSource's compliance with certain mandatory reliability standards, (ii) subject NiSource to harm associated with theft
or inappropriate release of certain types of information such as system operating information or information, personal
or otherwise, relating to NiSource's customers or employees, and/or (iii) impact NiSource's ability to manage
NiSource's businesses.

NiSource's capital projects and programs subject the Company to construction risks and natural gas costs and supply
risks.

NiSource is engaged in an intrastate natural gas pipeline modernization program to maintain system integrity and
enhance service reliability and flexibility. NIPSCO also is currently engaged in a number of capital projects, including
environmental improvements to its electric generating stations, as well as the construction of new transmission
facilities. As NiSource undertakes these projects and programs, it may not be able to complete them on schedule or at
the anticipated costs. Additionally, NiSource may construct or purchase some of these projects and programs to
capture anticipated future growth in natural gas production, which may not materialize, and may cause the
construction to occur over an extended period of time. NiSource also may not receive material increases in revenue
and cash flows until after the completion of the projects and programs.

Sustained extreme weather conditions may negatively impact NiSource’s operations.
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NiSource conducts its operations across a wide geographic area subject to varied and potentially extreme weather
conditions, which may from time to time persist for sustained periods of time. Despite preventative maintenance
efforts, persistent weather related stress on NiSource’s infrastructure may reveal weaknesses in its systems not

previously known to the Company or otherwise present various operational challenges across all business segments.

Further, adverse weather may affect NiSource’s ability to conduct operations in a manner that satisfies customer
expectations or contractual obligations, including by causing service disruptions.

12
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NiSource is a holding company and is dependent on cash generated by subsidiaries to meet its debt obligations and
pay dividends on its common stock.

NiSource is a holding company and conducts its operations primarily through its subsidiaries. Substantially all of
NiSource’s consolidated assets are held by its subsidiaries. Accordingly, NiSource’s ability to meet its debt obligations
or pay dividends on its common stock is largely dependent upon cash generated by these subsidiaries. In the event a
major subsidiary is not able to pay dividends or transfer cash flows to NiSource, NiSource's ability to service its debt
obligations or pay dividends could be negatively affected.

Following the Separation, all of the entities formerly included in NiSource's Columbia Pipeline Group Operations
segment have been separated from NiSource and are held by a separate publicly traded company (CPG). The related
assets are no longer held by subsidiaries of NiSource, which may negatively affect NiSource's ability to service its
debt obligations or pay dividends.

The Separation may not achieve the intended benefits and may result in significant tax liabilities.

NiSource cannot predict with certainty when the benefits expected from the Separation will occur or the extent to
which they will be achieved, if at all. Furthermore, there are various uncertainties and risks relating to the process of
the Separation that could have a negative impact on our financial condition, results of operations and cash flows,
including disruption of our operations and impairment of our relationship with regulators, key personnel, customers
and vendors. As a result of the completion of the Separation, NiSource faces new and unique risks, including having
fewer assets, reduced financial resources and less diversification of revenue sources.

The Separation was conditioned on the receipt by NiSource of a legal opinion to the effect that the distribution of CPG
shares to NiSource stockholders is expected to qualify as tax-free under Section 355 of the U.S. Internal Revenue
Code. Even though NiSource has received such an opinion, the IRS could determine on audit that the distribution is
taxable. Both NiSource and its stockholders could incur significant U.S. federal income tax liabilities if taxing
authorities conclude the distribution is taxable.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
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Discussed below are the principal properties held by NiSource and its subsidiaries as of December 31, 2015.

Gas Distribution Operations. Refer to Item 1, "Business" of this report for further information on Gas Distribution
Operations properties.

Electric Operations. Refer to Item 1, "Business" of this report for further information on Electric Operations
properties.

Corporate and Other Operations. NiSource owns the Southlake Complex, its 325,000 square foot headquarters
building located in Merrillville, Indiana, and other residential and development property.

Character of Ownership. The principal properties of NiSource and its subsidiaries are owned free from encumbrances,
subject to minor exceptions, none of which are of such a nature as to impair substantially the usefulness of such
properties. Many of NiSource's subsidiary offices in various communities served are occupied under leases. All
properties are subject to routine liens for taxes, assessments and undetermined charges (if any) incidental to
construction. It is NiSource’s practice regularly to pay such amounts, as and when due, unless contested in good faith.
In general, the electric lines, gas pipelines and related facilities are located on land not owned by NiSource and its
subsidiaries, but are covered by necessary consents of various governmental authorities or by appropriate rights
obtained from owners of private property. NiSource does not, however, generally have specific easements from the
owners of the property adjacent to public highways over, upon or under which its electric lines and gas distribution
pipelines are located. At the time each of the principal properties was purchased a title search was made. In general,
no examination of titles as to rights-of-way for electric lines, gas pipelines or related facilities was made, other than
examination, in certain cases, to verify the grantors’ ownership and the lien status thereof.

14
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The Company is party to certain claims and legal proceedings arising in the ordinary course of business, none of
which is deemed to be individually material at this time. Due to the inherent uncertainty of litigation, there can be no
assurance that the resolution of any particular claim or proceeding would not have a material adverse effect on the
Company’s results of operations, financial position or liquidity. If one or more of such matters were decided against
the Company, the effects could be material to the Company’s results of operations in the period in which the Company
would be required to record or adjust the related liability and could also be material to the Company’s cash flows in the
periods the Company would be required to pay such liability.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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The following is a list of the Executive Officers of the Registrant, including their names, ages, offices held and other
recent business experience, as of February 1, 2016.

Name Age Office(s) Held in Past 5 Years
President and Chief Executive Officer of NiSource since July 1, 2015.
Joseph Hamrock 52

Executive Vice President and Group Chief Executive Officer of NiSource from
May 2012 to July 2015.

President and Chief Operating Officer, American Electric Power Company
(electric utility company) - Ohio from January 2008 to May 2012.

Executive Vice President and Chief Financial Officer and Treasurer of NiSource
Donald E. Brown 44 since July 1, 2015.

Executive Vice President, Finance Department of NiSource from March 2015 to
July 2015.

Vice President and Chief Financial Officer, UGI Utilities, a division of UGI
Corporation (gas and electric utility company) from 2010 to March 2015.

Executive Vice President, Corporate Affairs and Human Resources of NiSource
Robert D. Campbell 56 since July 1, 2015.

Senior Vice President, Human Resources of NiSource from May 2006 to July
2015.

Executive Vice President and Chief Legal Officer of NiSource since December
Carrie J. Hightman 58 2007.

Executive Vice President and Chief Regulatory Officer of NiSource since July 1,
2015.

President of Columbia of Virginia from January 2006 to July 2015.

Violet G. Sistovaris 54 Executive Vice President, NIPSCO since July 1, 2015.

Senior Vice President and Chief Information Officer of NiSource from May 2014
to June 2015.

Senior Vice President and Chief Information Officer of NiSource Corporate
Services Company from August 2008 to June 2015.

Executive Vice President and Chief Operating Officer of NiSource since July 1,
2015.

Executive Vice President & Group Chief Executive Officer of NiSource from
October 2012 to July 2015.

Senior Vice President, Duke Energy (electric power holding company) from June
2010 to September 2012.

Carl W. Levander 54

Jim L. Stanley 60

26



Joseph W. Mulpas

16

44

Edgar Filing: NISOURCE INC/DE - Form 10-K

Vice President and Chief Accounting Officer of NiSource since May 2014.
Assistant Controller, FirstEnergy Corp (diversified energy company) from
November 2012 to April 2014.

Vice President, Controller and Chief Accounting Officer, Maxum Petroleum Inc.
(energy logistics company) from August 2012 to October 2012.

Vice President and Chief Accounting Officer, DPL Inc. and its subsidiary, The
Dayton Power and Light Company (electric utility company) from May 2009 to
June 2012.
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NISOURCE INC.

NiSource’s common stock is listed and traded on the New York Stock Exchange under the symbol “NI.” The table below
indicates the high and low sales prices of NiSource’s common stock, on the composite tape, during the periods
indicated.

2015 2014
. Dividend . Dividend
High Low Per Share High Low Per Share
First Quarter $45.10 $40.89 $0.260 $36.82 $32.11 $0.250
Second Quarter 49.16 42.25 0.260 39.69 34.36 0.250
Third Quarter 45.71M 16.04M 0.155@ 41.70 36.00 0.260
Fourth Quarter 20.13M 18.33() 0.155@ 4491 37.58 0.260
$0.830 $1.020

() On July 1, 2015, NiSource completed the Separation through a special pro rata stock dividend, distributing one
share of CPG common stock for every one share of NiSource common stock held by any NiSource stockholder on
June 19, 2015, the record date. On July 1, 2015, the last trading day before the Separation became effective, the
closing price of our common stock trading “regular way” (with an entitlement to CPG shares distributed in the
Separation) was $45.45. On July 2, 2015, the first day of trading after the Separation, the opening price of our
common stock was $17.61 per share.

On July 2, 2015, following the Separation, NiSource’s Board declared a dividend of $0.155 per share of common
stock and CPG’s Board declared a dividend of $0.125 per share of CPG common stock. The amount of dividends paid
by NiSource in the third and fourth quarter of 2015 is that of NiSource only, and does not include the dividend
declared by CPG during the same period.

Holders of shares of NiSource’s common stock are entitled to receive dividends when, as and if declared by NiSource’s
Board out of funds legally available. The policy of the Board has been to declare cash dividends on a quarterly basis
payable on or about the 20th day of February, May, August, and November. At its January 27, 2016, meeting, the
Board declared a quarterly common dividend of $0.155 per share, payable on February 19, 2016 to holders of record
on February 8, 2016.

Although the Board currently intends to continue the payment of regular quarterly cash dividends on common shares,
the timing and amount of future dividends will depend on the earnings of NiSource’s subsidiaries, their financial
condition, cash requirements, regulatory restrictions, any restrictions in financing agreements and other factors
deemed relevant by the Board. There can be no assurance that we will continue to pay such dividends or the amount
of such dividends.

As of February 10, 2016, NiSource had 30,389 common stockholders of record and 319,741,768 shares outstanding.
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The graph below compares the cumulative total shareholder return of NiSource’s common stock for the last five years
with the cumulative total return for the same period of the S&P 500 and the Dow Jones Utility indices. On July 1,
2015, NiSource completed the Separation. Following the Separation, NiSource retained no ownership interest in CPG.
The Separation is treated as a special dividend for purposes of calculating the total shareholder return, with the
then-current market value of the distributed shares being deemed to have been reinvested on the Separation date in
shares of NiSource common stock. A vertical line is included on the graph below to identify the periods before and
after the Separation.

The foregoing performance graph is being furnished as part of this annual report solely in accordance with the
requirement under Rule 14a-3(b)(9) to furnish our stockholders with such information, and therefore, shall not be
deemed to be filed or incorporated by reference into any filings by NiSource under the Securities Act or the Exchange
Act.

The weighted average total return for NiSource common stock and the two indices is calculated from an assumed
initial investment of $100 and assumes dividend reinvestment, including the impact of the distribution of CPG
common stock in the Separation.
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The selected data presented below as of and for the five years ended December 31, 2015, are derived from the
Consolidated Financial Statements of NiSource. The data should be read together with the Consolidated Financial

Statements including the related notes thereto included in Item 8 of this Form 10-K.

Year Ended December 31, (dollars in

o 2015 2014 2013 2012 2011
millions except per share data)
Statement of Income Data:
Gross Revenues
Gas Distribution $2,081.9 $2,597.8 $2,226.3 $1,959.8 $2,916.6
Gas Transportation 969.8 987.4 820.0 692.4 531.9
Electric 1,572.9 1,672.0 1,563.4 1,507.7 1,427.7

Other 27.2 15.2 15.7 18.1 18.0

Total Gross Revenues 4,651.8 5,272.4 4,625.4 4,178.0 4,894.2
Net Revenues (Gross Revenues less Cost
of Sales, excluding depreciation and 3,008.1 2,899.5 2,662.4 2,513.9 2,442.1
amortization)
Operating Income 799.9 789.1 698.1 638.6 551.7
Income from Continuing Operations 198.6 256.2 221.0 171.0 108.9
Balance Sheet Data:
Total Assets 17,492.5 24,589.8 22,473.6 21,620.2 20,571.5
Capitalization
Common stockholders’ equity 3,843.5 6,175.3 5,886.6 5,554.3 4,997.3
Long-term debt, excluding amounts due 5 ¢ ¢ 8,151.5 7,588.2 6,813.7 6,261.1
within one year
Total Capitalization $9,792.0 $14,326.8 $13,474.8 $12,368.0 $11,258.4
Per Share Data:
Basic Earnings Per Share from $0.63 $0.81 $0.71 $0.59 $0.39
Continuing Operations ($)
Diluted Earnings Per Share from $0.63 $0.81 $0.71 $0.57 $0.38
Continuing Operations ($)
Other Data:
Dividends declared per share ($) $0.83 $1.02 $0.98 $0.94 $0.92
Shares outstanding at the end of the year 5, |, 316,037 313,676 310,281 281,854
(in thousands)
Number of common stockholders 30,190 25,233 26,965 28,823 30,663
Capital expenditures ($ in millions) $1,367.5 $1,339.6 $1,248.5 $1,095.5 $812.6
Number of employees 7,596 8,982 8,477 8,286 7,957

On July 1, 2015, NiSource completed the Separation. The results of operations of the former Columbia Pipeline
Group Operations segment have been classified as discontinued operations for all periods presented. See Note 3,
"Discontinued Operations," in the Notes to the Consolidated Financial Statements for further information.

Prior to the Separation, CPG closed its placement of $2,750.0 million in aggregate principal amount of its senior

notes. Using the proceeds from this offering, CPG made cash payments to NiSource representing the settlement of
inter-company borrowings and the payment of a one-time special dividend. In May 2015, using proceeds from the
cash payments from CPG, NiSource Finance settled its two bank term loans in the amount of $1,075.0 million and
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executed a tender offer for $750.0 million consisting of a combination of its 5.25% notes due 2017, 6.40% notes due
2018 and 4.45% notes due 2021. In conjunction with the debt retired, NiSource Finance recorded a $97.2 million loss
on early extinguishment of long-term debt, primarily attributable to early redemption premiums.

On February 14, 2012, Columbia of Ohio held its first standard choice offer auction which resulted in a retail price
adjustment of $1.53 per Mcf. On February 14, 2012, the PUCO issued an entry that approved the results of the auction
with the new retail price adjustment level effective April 1, 2012. As a result of the implementation of the standard
choice offer, Columbia of Ohio reports lower gross revenues and lower cost of sales. There is no impact on net
revenues.

On November 14, 2011, NiSource Finance commenced a cash tender offer for up to $250.0 million aggregate
principal amount of its outstanding 10.75% notes due 2016 and 6.15% notes due 2013. A condition of the offering
was that all validly tendered 2016 notes would be accepted for purchase before any 2013 notes were accepted. On
December 13, 2011, NiSource Finance
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announced that approximately $125.3 million aggregate principal amount of its outstanding 10.75% notes due 2016
were validly tendered and accepted for purchase. In addition, approximately $228.7 million aggregate principal
amount of outstanding 6.15% notes due 2013 were validly tendered, of which $124.7 million were accepted for
purchase. NiSource Finance recorded a $53.9 million loss on early extinguishment of long-term debt, primarily
attributable to early redemption premiums and unamortized discounts and fees.
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Note regarding forward-looking statements

This Management’s Discussion and Analysis of Financial Condition and Results of Operations, including statements
regarding market risk sensitive instruments, contains “forward-looking statements,” within the meaning of Section 27A
of the Securities Act of 1933, as amended (the "Securities Act"), and Section 21E of the Securities Exchange Act of
1934, as amended (the "Exchange Act"). Investors and prospective investors should understand that many factors
govern whether any forward-looking statement contained herein will be or can be realized. Any one of those factors
could cause actual results to differ materially from those projected. These forward-looking statements include, but are
not limited to, statements concerning NiSource’s plans, objectives, expected performance, expenditures, recovery of
expenditures through rates, stated on either a consolidated or segment basis, and any and all underlying assumptions
and other statements that are other than statements of historical fact. From time to time, NiSource may publish or
otherwise make available forward-looking statements of this nature. All such subsequent forward-looking statements,
whether written or oral and whether made by or on behalf of NiSource, are also expressly qualified by these
cautionary statements. All forward-looking statements are based on assumptions that management believes to be
reasonable; however, there can be no assurance that actual results will not differ materially.

Factors that could cause actual results to differ materially from the projections, forecasts, estimates and expectations
discussed in this Annual Report on Form 10-K include, among other things, NiSource’s debt obligations; any changes
in NiSource’s credit rating; NiSource’s ability to execute its growth strategy; changes in general economic, capital and
commodity market conditions; pension funding obligations; economic regulation and the impact of regulatory rate
reviews; compliance with environmental laws and the costs of associated liabilities; fluctuations in demand from
residential and commercial customers; economic conditions of certain industries; the price of energy commodities and
related transportation costs; the reliability of customers and suppliers to fulfill their payment and contractual
obligations; potential impairments of goodwill or definite-lived intangible assets; changes in taxation and accounting
principles; potential incidents and other operating risks associated with our business; the impact of an aging
infrastructure; the impact of climate change; potential cyber-attacks; risks associated with construction and natural gas
cost and supply; extreme weather conditions; the ability of subsidiaries to generate cash; uncertainties related to the
expected benefits of the Separation and the matters set forth in Item 1A, “Risk Factors” of this report, many of which
risks are beyond the control of NiSource. In addition, the relative contributions to profitability by each segment, and
the assumptions underlying the forward-looking statements relating thereto, may change over time.
CONSOLIDATED REVIEW

D0 [ [W2 N B D [N N
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Executive Summary

NiSource is an energy holding company under the Public Utility Holding Company Act of 2005 whose subsidiaries
are fully regulated natural gas and electric utility companies serving customers in seven states. NiSource generates
substantially all of its operating income through these rate-regulated businesses. A significant portion of NiSource’s
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operations is subject to seasonal fluctuations in sales. During the heating season, which is primarily from November
through March, net revenues from gas sales are more significant, and during the cooling season, which is primarily
from June through September, net revenues from electric sales are more significant, than in other months.

NiSource reported lower income from continuing operations of $198.6 million or $0.63 per basic share for the twelve
months ended December 31, 2015 compared to $256.2 million or $0.81 per basic share for the same period in 2014.
The lower income
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from continuing operations during 2015 was due primarily to a $97.2 million loss on early extinguishment of
long-term debt recorded as a result of the debt restructuring that occurred in 2015 as part of the Separation.

For the twelve months ended December 31, 2015, NiSource reported operating income of $799.9 million compared to
$789.1 million for the same period in 2014. The slightly higher operating income was primarily due to increased net
revenues from gas distribution regulatory and service programs, increased return on environmental capital investment
at NIPSCO partially offset by lower net revenues due to warmer than normal weather and lower industrial customer
usage. Operating expenses were higher due to increased employee and administrative expenses, higher environmental
remediation costs and increased depreciation expense.

As part of our long-term regulated infrastructure investment program, NiSource invested $1,367.5 million in 2015
across our gas and electric utilities. Nisource expects to invest an additional $1,391.6 million during 2016.

NiSource believes that through income generated from operating activities, amounts available under its short-term
revolving credit facility, commercial paper program, accounts receivable securitization facilities, long-term debt
agreements and NiSource’s ability to access the capital markets, there is adequate capital available to fund its operating
activities and capital expenditures in 2016. At December 31, 2015, NiSource had approximately $1,179.4 million of
liquidity available, consisting of cash and available capacity under credit facilities.

These factors and other impacts to the financial results are discussed in more detail within the following discussions of
“Results of Operations” and “Results and Discussion of Segment Operations.”

Platform for Growth

NiSource’s business plan continues to center on regulatory and customer initiatives.

Regulatory Initiatives

NiSource’s utilities continue to move forward on core infrastructure and environmental investment programs supported
by complementary regulatory and customer initiatives across all seven states. NiSource invested approximately $1.4
billion across its gas and electric utilities in 2015. NiSource has now executed against approximately $2.0 billion of an
estimated $30 billion in total projected long-term regulated utility infrastructure investments. NiSource expects to
invest approximately $1.4 billion in capital during 2016 to continue to modernize and improve its system across all
seven states. NiSource’s goal is to develop strategies that benefit all stakeholders as it addresses changing customer
conservation patterns, develops more contemporary pricing structures, and embarks on long-term investment
programs. These strategies will help improve reliability and safety, enhance customer services and reduce emissions
while generating sustainable returns.

Gas Distribution Operations

On December 3, 2015, the Pennsylvania PUC approved a settlement in Columbia of Pennsylvania’s base rate case. The
settlement maintains Columbia of Pennsylvania's ability to continue replacing and upgrading its natural gas
distribution system. The approved rate adjustment went into effect on December 18, 2015, and will increase Columbia
of Pennsylvania’s annual revenues by $28.0 million. The settlement also included new incentives that will significantly
reduce costs for customers converting to natural gas.

On November 1, 2015, Columbia of Massachusetts implemented new rates under its previously approved base rate
case settlement. The settlement supports Columbia of Massachusetts’s continued effort to modernize its pipeline
infrastructure and transform its operations to continue to serve customers safely and reliably. The approved settlement
provides for increased annual revenues of $32.8 million starting November 1, 2015, with an additional $3.6 million
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annual increase in revenues starting November 1, 2016.

On August 21, 2015, Columbia of Virginia received final VSCC approval of its 2014 base rate case. The
VSCC reaffirmed the $25.2 million annual revenue increase. The case supports continued capital investments
by Columbia of Virginia to improve its system and accommodate customer growth, as well as initiatives to
enhance safety and reliability.

NIPSCO continued executing on its seven-year, approximately $817 million natural gas system modernization
program. NIPSCO filed its semi-annual tracker and program update on August 31, 2015, and expects an order from

the IURC in the first quarter of 2016.
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Electric Operations

On December 16, 2015, the IURC approved a settlement between NIPSCO, the Indiana Office of Utility Consumer
Counselor and NIPSCO’s largest industrial customers which resolved all outstanding issues raised by parties in an
dndiana Court of Appeals proceeding related to NIPSCO’s previous long-term electric infrastructure modernization
plan. The settlement agreement required NIPSCO to file an electric base rate case and a new seven-year electric
TDSIC plan.

On December 31, 2015, NIPSCO filed a new $1.3 billion, seven-year electric infrastructure modernization plan with
the IURC. The plan is focused on electric transmission and distribution investments made for safety, reliability, and
system modernization. NIPSCO expects an order on its seven-year plan in the third quarter of 2016.

NIPSCO remains on schedule with its electric base rate case filed on October 1, 2015 with the IURC. The case seeks
to update rates to reflect the current costs of generating and distributing power, plus ongoing investments which are
delivering substantial benefits to customers, including programs that have reduced the duration of power outages by
40 percent. An IURC decision is expected in the third quarter of 2016.

Progress also continued on two major electric transmission projects designed to enhance region-wide system
flexibility and reliability. Right-of-way acquisition, permitting and substation construction are under way for both
projects. Line and tower construction is expected to begin in 2016. These projects involve an investment of
approximately $450 million for NIPSCO and are anticipated to be in service by the end of 2018.

NIPSCO's Michigan City Unit 12 FGD was placed in service on December 15, 2015. The approximately $255 million
project, supported with cost recovery, improves air quality and helps ensure NIPSCO’s generation fleet remains in
compliance with current environmental regulations. The project also helps ensure that NIPSCO can continue offering
low-cost, reliable and efficient generating capacity for its customers.

Refer to Note 7, “Regulatory Matters,” in the Notes to Consolidated Financial Statements for a complete discussion of
regulatory matters.

Ethics and Controls

NiSource is committed to providing accurate and complete financial reporting as well as high standards for ethical
behavior by its employees. NiSource’s senior management takes an active role in the development of this Form 10-K
and the monitoring of the company’s internal control structure and performance. In addition, NiSource will continue its
mandatory ethics training program for all employees.

For additional information refer to Item 9A, “Controls and Procedures.”

Results of Operations

Income from Continuing Operations

For the year ended December 31, 2015, NiSource reported income from continuing operations of $198.6 million, or
$0.63 per basic share, compared to $256.2 million, or $0.81 per basic share in 2014. Income from continuing
operations for the year ended December 31, 2013 was $221.0 million, or $0.71 per basic share.

Comparability of line item operating results is impacted by regulatory and tax trackers that allow for the recovery in
rates of certain costs such as bad debt expense. Therefore, increases in these tracked operating expenses are offset by
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increases in net revenues and have essentially no impact on income from continuing operations.

Net Revenues

NiSource analyzes its operating results using net revenues. Net revenues are calculated as revenues less the associated
cost of sales (excluding depreciation and amortization). NiSource believes net revenues are a better measure to
analyze profitability than gross operating revenues since the majority of the cost of sales are tracked costs that are
passed through directly to the customer resulting in an equal and offsetting amount reflected in gross operating
revenues.
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Total consolidated net revenues for the year ended December 31, 2015, were $3,008.1 million, a $108.6 million
increase compared with 2014. Net revenues increased primarily due to increased Gas Distribution Operations' net
revenues of $82.4 million and higher Electric Operations' net revenues of $22.3 million.

Gas Distribution Operations' net revenues increased primarily due to an increase in regulatory and service programs of
$88.7 million, including the impact of new rates at Columbia of Pennsylvania, Columbia of Massachusetts and
Columbia of Virginia, as well as the implementation of new rates under Columbia of Ohio's approved infrastructure
replacement program. Additionally, there were higher net revenues due to increased rent billed to affiliates, offset in
expense, of $8.4 million and higher regulatory and tax trackers, offset in expense, of $7.5 million. These increases in
net revenues were partially offset by the effects of warmer weather of $30.6 million.

Electric Operations' net revenues increased primarily due to higher regulatory trackers, which are offset in expense, of
$19.8 million, an increase in the return on the environmental capital investment recovery of $10.3 million due to an
increased plant balance eligible for recovery and higher net revenues of $8.8 million as a result of two electric
transmission projects. These increases were partially offset by lower industrial usage of $13.8 million.

Total consolidated net revenues for the twelve months ended December 31, 2014 were $2,899.5 million, a $237.1
million increase compared with 2013. Net revenues increased primarily due to increased Gas Distribution Operations'
net revenues of $197.1 million and increased Electric Operations' net revenues of $41.3 million.

Gas Distribution Operations' net revenues increased primarily due to an increase of $93.4 million for regulatory and
service programs, including the impacts of the rate settlement in 2013 at Columbia of Pennsylvania, the rate case at
Columbia of Massachusetts, as well as the implementation of rates under Columbia of Ohio's approved infrastructure
replacement program. Additionally, 2014 included an increase in regulatory and tax trackers, which are offset in
expense, of $49.2 million, the effects of colder weather of $18.4 million, and higher commercial, residential and
industrial usage of $14.6 million.

Electric Operations' net revenues increased primarily due to higher industrial usage of $21.9 million and an increase in
the return on the environmental capital investment recovery of $19.8 million due to an increased plant balance eligible
for recovery.

Operating Expenses

Operating expenses were $2,208.2 million in 2015, an increase of $97.8 million from the comparable 2014 period.
This increase was primarily due to higher operation and maintenance expenses of $58.8 million and increased
depreciation and amortization of $37.5 million. The increase in operation and maintenance expenses was primarily
due to increased regulatory trackers, which are offset in net revenues, of $19.3 million, higher employee and
administrative expenses of $14.5 million, increased environmental costs of $14.3 million and higher electric
generation costs of $6.0 million. The increase in depreciation and amortization is primarily due to higher capital
expenditures placed in service in 2015.

Operating expenses were $2,110.4 million in 2014, an increase of $146.1 million from the comparable 2013 period.
This increase was primarily due to higher operation and maintenance expenses of $112.9 million, increased
depreciation and amortization of $16.5 million and higher other taxes of $14.8 million. The increase in operation and
maintenance expenses was primarily due to increased regulatory trackers, which are offset in net revenues, of $40.3
million, higher employee and administrative expenses of $34.2 million, increased outside services of $17.2 million,
higher electric generation costs of $15.2 million as a result of maintenance related outages and increased
uncollectibles of $6.3 million. The increase in depreciation and amortization is primarily due to higher capital
expenditures related to projects placed in service in 2014. The increase in other taxes is primarily attributable to tax
trackers, which are offset in net revenues, of $9.2 million.

Other Income (Deductions)

Other Income (Deductions) in 2015 reduced income $460.0 million compared to a reduction of $366.1 million in
2014. The increase in deductions is primarily due to a loss on early extinguishment of long-term debt of $97.2 million.
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Refer to Note 14, "Long-Term Debt," in the Notes to the Consolidated Financial Statements for further information on
long-term debt retired in May 2015.

Other Income (Deductions) in 2014 reduced income $366.1 million compared to a reduction of $368.5 million in
2013.
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Income Taxes

The effective income tax rates were 41.6%, 39.4% and 32.9% in 2015, 2014 and 2013, respectively. The 2.2%
increase in the overall effective tax rate in 2015 versus 2014 was primarily the result of a $17.8 million increase in
federal income tax expense associated with write downs of charitable contribution carryovers, offset by a $10.5
million decrease in income tax expense related to state apportionment changes and permanent items as a result of
remeasurement after the Separation. The 6.5% increase in the overall effective tax rate in 2014 versus 2013 was
primarily a result of a $13.5 million increase in tax expense related to state apportionment changes and permanent
items as a result of the Separation, a $7.1 million increase due to Indiana state taxes, a $5.4 million increase in tax
expense due to Pennsylvania regulatory changes, and $4.1 million of additional state income tax expense related to
corporate restructuring. Refer to Note 9, "Income Taxes," in the Notes to the Consolidated Financial Statements for
further information on these changes.

Liquidity and Capital Resources

A significant portion of NiSource’s operations are subject to seasonal fluctuations in cash flow. During the heating
season, which is primarily from November through March, cash receipts from gas sales and transportation services
typically exceed cash requirements. During the summer months, cash on hand, together with the seasonal increase in
cash flows from the electric business during the summer cooling season and external short-term and long-term
financing, is used to purchase gas to place in storage for heating season deliveries and perform necessary maintenance
of facilities. NiSource believes that through income generated from operating activities, amounts available under its
short-term revolving credit facility, commercial paper program, accounts receivable securitization programs,
long-term debt agreements and NiSource’s ability to access the capital markets, there is adequate capital available to
fund its operating activities and capital expenditures in 2016.

Operating Activities

Net cash from operating activities from continuing operations for the year ended December 31, 2015 was $1,163.4
million, an increase of $402.2 million from 2014. The increase in net cash from operating activities from continuing
operations was primarily due to the change in regulatory assets/liabilities, as well as the change in inventories and
overrecovered gas and fuel costs working capital accounts as a result of lower gas prices and warmer weather in 2015
compared to 2014.

Net cash from operating activities from continuing operations for the year ended December 31, 2014 was $761.2
million, a decrease of $206.6 million from the prior year. The decrease in net cash from operating activities from
continuing operations was primarily attributable to an income tax refund received in 2013.

Pension and Other Postretirement Plan Funding. In 2015, NiSource contributed $2.7 million to its pension plans and
$25.8 million to its postretirement medical and life plans. In 2016, NiSource expects to make contributions of
approximately $3.0 million to its pension plans and approximately $22.2 million to its postretirement medical and life
plans. At December 31, 2015, NiSource’s pension and other postretirement benefit plans were underfunded by $459.6
million and $299.9 million, respectively.

Investing Activities
The tables below reflect actual capital expenditures and certain other investing activities by segment for 2015, 2014
and 2013, and estimates for 2016.

(in millions) 2016E 2015 2014 2013
Gas Distribution Operations $966.9 $917.0 $860.3 $790.8
Electric Operations 418.6 400.3 438.8 426.3
Corporate and Other Operations 6.1 50.2 40.5 314
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Total™M $1,391.6 $1,367.5 $1,339.6 $1,248.5

(1 Amounts differ from those presented on the Statements of Consolidated Cash Flows primarily due to the inclusion
of capital expenditures included in current liabilities and AFUDC Equity.

For 2016, the projected capital program and certain other investing activities are expected to be $1,391.6 million,
which is $24.1 million higher than the 2015 capital program. This increased spending is mainly due to identified Gas
Distribution Operations segment growth and betterment projects in 2016.
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For 2015, the capital expenditures and certain other investing activities were $1,367.5 million, which is $27.9 million
higher than the 2014 capital program. This increased spending is mainly due to increased TDSIC spend in the Gas
Distribution Operations segment, partially offset by lower tracker program spend at the Electric Operations segment.
For 2014, capital expenditures and certain other investing activities were $1,339.6 million, an increase of $91.1
million compared to 2013. This increased spending is mainly due to continued spending on infrastructure replacement
programs in the Gas Distribution Operations segment.

Restricted cash was $29.7 million and $24.9 million as of December 31, 2015 and 2014, respectively. The increase in
restricted cash was primarily a result of higher margin requirements due to open derivative contracts.

Financing Activities

Long-term Debt. Refer to Note 14, “Long-Term Debt,” in the Notes to Consolidated Financial Statements for
information on long-term debt.

Credit Facilities. NiSource Finance currently maintains a $1.5 billion revolving credit facility with a syndicate of
banks led by Barclays Capital with a termination date of July 1, 2020. The purpose of the facility is to fund ongoing
working capital requirements including the provision of liquidity support for NiSource Finance's $1.5 billion
commercial paper program, provide for issuance of letters of credit and also for general corporate purposes.

NiSource Finance's commercial paper program has a program limit of up to $1.5 billion with a dealer group comprised
of Barclays, Citigroup, Credit Suisse and Wells Fargo.

NiSource Finance had no borrowings outstanding under its revolving credit facility at December 31, 2015 and $500.0
million at December 31, 2014 at a weighted average interest rate of 1.44%. In addition, NiSource Finance had $321.4
million in commercial paper outstanding at December 31, 2015, at a weighted average interest rate of 1.00% and
$792.6 million in commercial paper outstanding at December 31, 2014, at a weighted average interest rate of 0.82%.
As of December 31, 2015 and December 31, 2014, NiSource had $246.0 million and $284.3 million, respectively, of
short-term borrowings recorded on the Consolidated Balance Sheets relating to its accounts receivable securitization
facilities. See Note 17, “Transfers of Financial Assets” in the Notes to Consolidated Financial Statements.

As of December 31, 2015, NiSource had $14.7 million of stand-by letters of credit outstanding all of which were
under the revolving credit facility. At December 31, 2014, NiSource had $30.9 million of stand-by letters of credit
outstanding of which $14.7 million were under the revolving credit facility.

As of December 31, 2015, an aggregate of $1,163.9 million of credit was available under the credit facility and
accounts receivable securitization programs.

Debt Covenants. NiSource is subject to a financial covenant under its revolving credit facility, which requires
NiSource to maintain a debt to capitalization ratio that does not exceed 70%. A similar covenant in a 2005 private
placement note purchase agreement requires NiSource to maintain a debt to capitalization ratio that does not exceed
75%. As of December 31, 2015, the ratio was 64%.

Refer to Note 14, “Long-Term Debt,” in the Notes to Consolidated Financial Statements for further information on debt
covenants.

Sale of Trade Accounts Receivables. Refer to Note 17, “Transfers of Financial Assets,” in the Notes to Consolidated
Financial Statements for information on the sale of trade accounts receivable.

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

Credit Ratings. The credit rating agencies periodically review the Company’s ratings, taking into account factors such
as our capital structure and earnings profile. In 2015, Moody’s affirmed the NiSource senior unsecured rating of Baa2
and its commercial paper rating of P-2, with stable outlooks. Moody’s also affirmed NIPSCO’s Baal rating and
Columbia Gas of Massachusetts’s Baa2 rating, with stable outlooks. In 2015, Standard & Poor’s raised the senior
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unsecured ratings of NiSource and its subsidiaries to BBB+ and NiSource’s commercial paper rating to A-2, with
stable outlooks. In 2015, Fitch affirmed the NiSource senior

26

44



Edgar Filing: NISOURCE INC/DE - Form 10-K

Table of Contents

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS
NISOURCE INC.

unsecured rating of BBB-, commercial paper rating of F3 and the existing ratings of its other rated subsidiaries. Fitch
revised its outlook to positive.

The Company is committed to maintaining investment grade credit ratings, however, there is no assurance we will be
able to do so in the future. The Company’s credit ratings could be lowered or withdrawn entirely by a rating agency if,
in its judgment, the circumstances warrant. Any negative rating action could adversely affect our ability to access
capital at rates and on terms that are attractive. A negative rating action could also adversely impact our business
relationships with suppliers and operating partners.

Certain NiSource subsidiaries have agreements that contain “ratings triggers” that require increased collateral if the
credit ratings of NiSource or certain of its subsidiaries are below investment grade. These agreements are primarily for
insurance purposes and for the physical purchase or sale of power. As of December 31, 2015 the collateral
requirement that would be required in the event of a downgrade below the ratings trigger levels would amount to
approximately $26.9 million. In addition to agreements with ratings triggers, there are other agreements that contain
“adequate assurance” or “material adverse change” provisions that could necessitate additional credit support such as
letters of credit and cash collateral to transact business.

Contractual Obligations. NiSource has certain contractual obligations requiring payments at specified periods. The
obligations include long-term debt, lease obligations, energy commodity contracts and service obligations for various
services including pipeline capacity and IBM outsourcing. The total contractual obligations in existence at

December 31, 2015 and their maturities were:

(in millions) Total 2016 2017 2018 2019 2020 After
Long-term debt (1) $6,227.0  $421.5 $349.9 $476.0 $541.0 $550.0 $3,888.6
Capital leases @ 3133 235 23.0 233 23.7 235 196.3
(Ii‘;ftre“ paymentsonlong-term 4o, | 3555 3392 2065 2630 2449 34579
Operating leases®® 62.1 184 11.1 8.8 7.0 3.5 13.3
Energy commodity contracts 455.2 169.3 74.8 67.5 70.6 72.6 0.4
Service obligations:

Pipeline service obligations 2,164.3 512.7 496.0 341.0 2454 139.3 429.9
IBM service obligations 410.1 90.9 82.8 80.1 78.6 71.7 —
Other service obligations 165.8 72.0 67.2 19.7 4.6 2.3 —
Other liabilities 252 252 — — — — —

Total contractual obligations $14,770.1 $1,689.0 $1,4340 $1,3129 $1,2340 $1,113.8 $7,986.4
(1) Long-term debt balance excludes unamortized discounts and expenses of $45.5 million and non-recourse debt of
$2.1 million related to NDC Douglas Properties.

(2) Capital lease payments shown above are inclusive of interest totaling $114.7 million.

()Operating lease balances do not include amounts for fleet leases that can be renewed beyond the initial lease term.
The Company anticipates renewing the leases beyond the initial term, but the anticipated payments associated with the
renewals do not meet the definition of expected minimum lease payments and therefore are not included above.
Expected payments are $30.5 million in 2016, $30.9 million in 2017, $26.7 million in 2018, $20.3 million in 2019,
$12.5 million in 2020 and $7.5 million thereafter.

NiSource calculated estimated interest payments for long-term debt as follows: for the fixed-rate debt, interest is
calculated based on the stated coupon and payment dates; for variable-rate debt, interest rates used are those that are in
place as of December 31, 2015. For 2016, NiSource projects that it will be required to make interest payments of
approximately $359.6 million, which includes $355.5 million of interest payments related to its long-term debt
outstanding as of December 31, 2015. At December 31, 2015, NiSource also had $567.4 million in short-term
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borrowings outstanding.

NiSource’s expected payments included within “Other liabilities” in the table of contractual commitments above contains
employer contributions to pension and other postretirement benefits plans expected to be made in 2016. Plan
contributions beyond 2016 are dependent upon a number of factors, including actual returns on plan assets, which

cannot be reliably estimated at this time. In 2016, NiSource expects to make contributions of approximately $3.0

million to its pension plans and approximately $22.2 million to its postretirement medical and life plans. Refer to Note
10, “Pension and Other Postretirement Benefits,” in the Notes to Consolidated Financial Statements for more
information.

NiSource cannot reasonably estimate the settlement amounts or timing of cash flows related to long-term obligations
classified as “Other Liabilities and Deferred Credits” on the Consolidated Balance Sheets, other than those described
above.
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NiSource also has obligations associated with income, property, gross receipts, franchise, payroll, sales and use, and
various other taxes and expects to make tax payments of approximately $287.5 million in 2016, which are not
included in the table above.

Refer to Note 18, “Other Commitments and Contingencies,” in the Notes to Consolidated Financial Statements for
further information on contractual obligations.

Off-Balance Sheet Arrangements

As a part of normal business, NiSource and certain subsidiaries enter into various agreements providing financial or
performance assurance to third parties on behalf of certain subsidiaries. Such agreements include guarantees and
stand-by letters of credit.

Refer to Note 18, “Other Commitments and Contingencies,” in the Notes to Consolidated Financial Statements for
additional information about NiSource’s off balance sheet arrangements.

Market Risk Disclosures

Risk is an inherent part of NiSource’s energy businesses. The extent to which NiSource properly and effectively
identifies, assesses, monitors and manages each of the various types of risk involved in its businesses is critical to its
profitability. NiSource seeks to identify, assess, monitor and manage, in accordance with defined policies and
procedures, the following principal market risks that are involved in NiSource’s energy businesses: commodity price
risk, interest rate risk and credit risk. Risk management at NiSource is a multi-faceted process with oversight by the
Risk Management Committee that requires constant communication, judgment and knowledge of specialized products
and markets. NiSource’s senior management takes an active role in the risk management process and has developed
policies and procedures that require specific administrative and business functions to assist in the identification,
assessment and control of various risks. These include but are not limited to market, operational, financial, compliance
and strategic risk types. In recognition of the increasingly varied and complex nature of the energy business,
NiSource’s risk management process, policies and procedures continue to evolve and are subject to ongoing review
and modification.

Commodity Price Risk

NiSource is exposed to commodity price risk as a result of its subsidiaries’ operations involving natural gas and power.
To manage this market risk, NiSource’s subsidiaries use derivatives, including commodity futures contracts, swaps and
options. NiSource is not involved in speculative energy trading activity.

Commodity price risk resulting from derivative activities at NiSource’s rate-regulated subsidiaries is limited, since
regulations allow recovery of prudently incurred purchased power, fuel and gas costs through the ratemaking process,
including gains or losses on these derivative instruments. If states should explore additional regulatory reform, these
subsidiaries may begin providing services without the benefit of the traditional ratemaking process and may be more
exposed to commodity price risk. Some of NiSource’s rate-regulated utility subsidiaries offer commodity price risk
products to its customers for which derivatives are used to hedge forecasted customer usage under such products.
These subsidiaries do not have regulatory recovery orders for these products and are subject to gains and losses
recognized in earnings due to hedge ineffectiveness.

NiSource subsidiaries are required to make cash margin deposits with their brokers to cover actual and potential losses
in the value of outstanding exchange traded derivative contracts. The amount of these deposits, which are reflected in
NiSource’s restricted cash balance, may fluctuate significantly during periods of high volatility in the energy
commodity markets.

There are no material commodity price risk assets or liabilities as of December 31, 2015 and 2014.

Interest Rate Risk
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NiSource is exposed to interest rate risk as a result of changes in interest rates on borrowings under its revolving credit
agreement, commercial paper program and accounts receivable programs, which have interest rates that are indexed to
short-term market interest rates. NiSource manages interest rate risk by entering into forward starting interest-rate
swaps that hedge the interest rate risk related to forecasted issuances of long-term-debt. Based upon average
borrowings and debt obligations subject to fluctuations in short-term market interest rates, an increase (or decrease) in
short-term interest rates of 100 basis points (1%) would have increased (or decreased) interest expense by $8.2 million
and $20.0 million for the years 2015 and 2014, respectively.
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In December 2015, NiSource Finance entered into two forward starting interest-rate swaps, each hedging the interest
rate risk on coupon payments arising from $500 million of forecasted issuances of long-term debt in each of 2017 and
2018. Refer to Note 14, "Long-Term Debt," in the Notes to Consolidated Financial Statements for futher information
on NiSource's forward starting interest-rate swaps.

Credit Risk

Due to the nature of the industry, credit risk is embedded in many of NiSource’s business activities. NiSource’s
extension of credit is governed by a Corporate Credit Risk Policy. In addition, Risk Management Committee
guidelines are in place which document management approval levels for credit limits, evaluation of creditworthiness,
and credit risk mitigation efforts. Exposures to credit risks are monitored by the Risk Management function which is
independent of commercial operations. Credit risk arises due to the possibility that a customer, supplier or
counterparty will not be able or willing to fulfill its obligations on a transaction on or before the settlement date. For
derivative related contracts, credit risk arises when counterparties are obligated to deliver or purchase defined
commodity units of gas or power to NiSource at a future date per execution of contractual terms and conditions.
Exposure to credit risk is measured in terms of both current obligations and the market value of forward positions net
of any posted collateral such as cash and letters of credit.

NiSource closely monitors the financial status of its banking credit providers. NiSource evaluates the financial status
of its banking partners through the use of market-based metrics such as credit default swap pricing levels, and also
through traditional credit ratings provided by major credit rating agencies.

Fair Value Measurement

NiSource measures certain financial assets and liabilities at fair value. The level of the fair value hierarchy disclosed is
based on the lowest level of input that is significant to the fair value measurement. NiSource’s financial assets and
liabilities include price risk assets and liabilities, available-for-sale securities and a deferred compensation plan
obligation.

Exchange-traded derivative contracts are generally based on unadjusted quoted prices in active markets and are
classified within Level 1. These financial assets and liabilities are secured with cash on deposit with the exchange;
therefore nonperformance risk has not been incorporated into these valuations. Certain non-exchange-traded
derivatives are valued using broker or over-the-counter, on-line exchanges. In such cases, these non-exchange-traded
derivatives are classified within Level 2. Non-exchange-based derivative instruments include swaps, forwards, and
options. In certain instances, NiSource may utilize models to measure fair value. Valuation models utilize various
inputs that include quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar
assets or liabilities in markets that are not active, other observable inputs for the asset or liability, and
market-corroborated inputs, i.e., inputs derived principally from or corroborated by observable market data by
correlation or other means. Where observable inputs are available for substantially the full term of the asset or
liability, the instrument is categorized in Level 2. Certain derivatives trade in less active markets with a lower
availability of pricing information and models may be utilized in the valuation. When such inputs have a significant
impact on the measurement of fair value, the instrument is categorized in Level 3. Credit risk is considered in the fair
value calculation of derivative instruments that are not exchange-traded. Credit exposures are adjusted to reflect
collateral agreements which reduce exposures.

Price risk management liabilities also include forward starting interest-rate swaps, which are designated as cash flow
hedges. Each period the swap instrument will be measured assuming a hypothetical settlement at that point in time.
Upon termination of the swap instruments, NiSource will pay or receive a settlement based on the current market
value. Credit risk is considered in the fair value calculation of each interest-rate swap. As they are based on observable
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data and valuations of similar instruments, the interest-rate swaps are categorized in Level 2 in the fair value
hierarchy.

Refer to Note 16, “Fair Value,” in the Notes to the Consolidated Financial Statements for additional information on
NiSource’s fair value measurements.

Other Information

Critical Accounting Policies

NiSource applies certain accounting policies based on the accounting requirements discussed below that have had, and
may continue to have, significant impacts on NiSource’s results of operations and Consolidated Financial Statements.
Basis of Accounting for Rate-Regulated Subsidiaries. ASC Topic 980, Regulated Operations, provides that
rate-regulated subsidiaries account for and report assets and liabilities consistent with the economic effect of the way
in which regulators establish
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rates, if the rates established are designed to recover the costs of providing the regulated service and if the competitive
environment makes it probable that such rates can be charged and collected. Certain expenses and credits subject to
utility regulation or rate determination normally reflected in income are deferred on the Consolidated Balance Sheets
and are recognized in income as the related amounts are included in service rates and recovered from or refunded to
customers. The total amounts of regulatory assets and liabilities reflected on the Consolidated Balance Sheets were
$1,771.9 million and $1,433.7 million at December 31, 2015, and $1,731.9 million and $1,440.7 million at

December 31, 2014, respectively. For additional information, refer to Note 7, “Regulatory Matters,” in the Notes to
Consolidated Financial Statements.

In the event that regulation significantly changes the opportunity for NiSource to recover its costs in the future, all or a
portion of NiSource’s regulated operations may no longer meet the criteria for the application of ASC Topic 980,
Regulated Operations. In such event, a write-down of all or a portion of NiSource’s existing regulatory assets and
liabilities could result. If transition cost recovery is approved by the appropriate regulatory bodies that would meet the
requirements under GAAP for continued accounting as regulatory assets and liabilities during such recovery period,
the regulatory assets and liabilities would be reported at the recoverable amounts. If unable to continue to apply the
provisions of ASC Topic 980, Regulated Operations, NiSource would be required to apply the provisions of ASC
Topic 980-20, Discontinuation of Rate-Regulated Accounting. In management’s opinion, NiSource’s regulated
subsidiaries will be subject to ASC Topic 980, Regulated Operations for the foreseeable future.

Certain of the regulatory assets reflected on NiSource’s Consolidated Balance Sheets require specific regulatory action
in order to be included in future service rates. Although recovery of these amounts is not guaranteed, NiSource
believes that these costs meet the requirements for deferral as regulatory assets. Regulatory assets requiring specific
regulatory action amounted to $262.7 million at December 31, 2015. If NiSource determined that the amounts
included as regulatory assets were not recoverable, a charge to income would immediately be required to the extent of
the unrecoverable amounts.

Pensions and Postretirement Benefits. NiSource has defined benefit plans for both pensions and other postretirement
benefits. The calculation of the net obligations and annual expense related to the plans requires a significant degree of
judgment regarding the discount rates to be used in bringing the liabilities to present value, long-term returns on plan
assets and employee longevity, among other assumptions. Due to the size of the plans and the long-term nature of the
associated liabilities, changes in the assumptions used in the actuarial estimates could have material impacts on the
measurement of the net obligations and annual expense recognition. For further discussion of NiSource’s pensions and
other postretirement benefits, see Note 10, “Pension and Other Postretirement Benefits,” in the Notes to Consolidated
Financial Statements.

Goodwill. NiSource’s goodwill assets at December 31, 2015 were $1,690.7 million, most of which resulted from the
acquisition of Columbia on November 1, 2000. As required, NiSource tests for impairment of goodwill on an annual
basis and on an interim basis when events or circumstances indicate that a potential impairment may exist. NiSource’s
annual goodwill test takes place in the second quarter of each year and was most recently finalized as of May 1, 2015.

NiSource completed a quantitative ("step 1") fair value measurement of its reporting units during the May 1, 2012
goodwill test. That test indicated the fair value of each of the reporting units that carry or are allocated goodwill
substantially exceeded their carrying values, indicating that no impairment existed under the step 1 annual impairment
test. A qualitative ("step 0") test was performed as of May 1, 2015 and 2014. NiSource assessed various assumptions,
events and circumstances that would have affected the estimated fair value of the reporting units in its baseline May 1,
2012 test. The results of this assessment indicated that it is not more likely than not that its reporting unit fair values
are less than the reporting unit carrying values and no impairments are necessary.
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The Separation prompted changes in the way NiSource’s chief operating decision maker manages the business where,
going forward, financial accountability is largely at the individual state operating company level. This change in
management approach triggered an assessment of NiSource’s goodwill reporting units. Through this assessment,
NiSource concluded each of the six state operating companies within the former Columbia Distribution Operations
reporting unit are now operating segments. NiSource further concluded these operating segments represent goodwill
reporting units as they do not contain components whose discrete financial information is regularly reviewed by
segment management.

Goodwill previously allocated to the Columbia Distribution Operations reporting unit was reallocated to the six new
reporting units on a relative fair value basis. In accordance with GAAP, and consistent with NiSource’s historical
impairment testing of goodwill, fair value was determined based on a weighting of income and market approaches.
The resulting fair values were substantially in excess of their respective reporting unit’s carrying values. NiSource’s
remaining reporting unit, NIPSCO Gas
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Operations, was not impacted by the changes in reporting structure as it was historically and continues to be reviewed
by the chief operating decision maker at a state operating company level.

All of NiSource’s goodwill reporting units at December 31, 2015 remain within the Gas Distribution Operations
reportable segment.

Refer to Notes 1-J and 5, “Goodwill and Other Intangible Assets,” in the Notes to Consolidated Financial Statements for
additional information.

Revenue Recognition. Revenue is recorded as products and services are delivered. Utility revenues are billed to
customers monthly on a cycle basis. Revenues are recorded on the accrual basis and include estimates for electricity

and gas delivered but not billed. Refer to Note 1-L, “Revenue Recognition,” in the Notes to Consolidated Financial
Statements.

Recently Issued Accounting Pronouncements

Refer to Note 2, "Recent Accounting Pronouncements," in the Notes to Consolidated Financial Statements.
Environmental Matters

NiSource is subject to regulation by various federal, state and local authorities in the areas of air quality, water quality,
control of toxic substances and hazardous and solid wastes, and other environmental matters. NiSource believes that it
is in substantial compliance with those environmental regulations currently applicable to NiSource’s business and
operations. Refer to Note 18-C, “Environmental Matters,” in the Notes to Consolidated Financial Statements for
additional information regarding environmental matters.

Bargaining Unit Contract

As of December 31, 2015, NiSource had 7,596 employees of whom 3,157 were subject to collective bargaining
agreements. Agreements were reached with the respective unions whose collective bargaining agreements were set to
expire during 2015. Six additional collective bargaining contracts, covering approximately 400 employees, are set to
expire during 2016.
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Presentation of Segment Information

NiSource’s operations are divided into two primary reportable segments: Gas Distribution Operations and Electric
Operations.
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NISOURCE INC.
Gas Distribution Operations

Year Ended December 31, (in millions)

Net Revenues
Sales revenues

Less: Cost of gas sold (excluding depreciation and amortization)

Net Revenues

Operating Expenses
Operation and maintenance
Depreciation and amortization

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

Other taxes
Total Operating Expenses
Operating Income

Revenues

Residential

Commercial

Industrial

Off-System Sales

Other

Total

Sales and Transportation (MMDth)
Residential sales
Commercial sales

Industrial sales

Off-System Sales

Other

Total

Heating Degree Days
Normal Heating Degree Days
% Colder (Warmer) than Normal
Customers

Residential

Commercial

Industrial

Other

Total

Competition

2015

$3,069.1
1,155.5
1,913.6

945.3
232.6
0.8
179.1
1,357.8
$555.8

$2,055.2
691.4
217.6
87.3

17.6
$3,069.1

262.0
171.5
522.7
32.7
0.2
988.7
5,459
5,610
3

3,113,324
283,357
7,578

13
3,404,272

)%

2014

$3,593.9
1,762.7
1,831.2

900.3
217.6
0.2
176.5
1,294.2
$537.0

$2,286.3
800.6
231.3
199.4
76.3
$3,593.9

295.2
189.6
512.9
449
0.1
1,042.5
6,176
5,610
10

3,098,052
282,749
7,637

15
3,388,453

%

2013

$3,053.8
1,419.7
1,634.1

824.8
201.4
1.2
161.3
1,188.7
$445.4

$1,901.0
654.0
194.3
266.4
38.1
$3,053.8

272.3

172.9

494.5

70.4

0.4

1,010.5

5,698

5,610

2 %

3,079,575
281,535
7,663

22
3,368,795

Gas Distribution Operations competes with investor-owned, municipal, and cooperative electric utilities throughout its
service areas as well as other regulated and unregulated natural gas intra and interstate pipelines and other alternate
fuels, such as propane and fuel oil. Gas Distribution Operations continues to be a strong competitor in the energy
market as a result of strong customer preference for natural gas. Competition with providers of electricity has
traditionally been the strongest in the residential and commercial markets of Kentucky, southern Ohio, central
Pennsylvania and western Virginia due to comparatively low electric rates. Natural gas competes with fuel oil and
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propane in the Massachusetts market mainly due to the installed base of fuel oil and propane-based heating which has
comprised a declining percentage of the overall market over the last few years. However, fuel oil and propane are
more viable in today’s depressed oil market.

33

56



Edgar Filing: NISOURCE INC/DE - Form 10-K

Table of Contents

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS (continued)

NISOURCE INC.
Gas Distribution Operations (continued)

Market Conditions
Spot prices at the Henry Hub for the winter through December 2015 have primarily been in the $1.54 to $2.40 per Dth
range compared to the price range of $2.75 to $4.28 per Dth experienced during the winter through December 2014.

Entering the 2015 - 2016 winter season, national storage levels were 371 Bcf above the prior year and 147 Bcf above
the five- year average inventory level (based on October 30, 2015 Energy Information Administration storage report).
During the summer of 2015, prices ranged between $2.08 and $3.07 per Dth averaging below the range of $3.52 to
$4.80 per Dth experienced during the summer of 2014.

All NiSource Gas Distribution Operations companies have state-approved recovery mechanisms that provide a means
for full recovery of prudently incurred gas costs. Gas costs are treated as pass-through costs and have no impact on the
net revenues recorded in the period. The gas costs included in revenues are matched with the gas cost expense
recorded in the period and the difference is recorded on the Consolidated Balance Sheets as under-recovered or
over-recovered gas cost to be included in future customer billings.

The Gas Distribution Operations companies have pursued non-traditional revenue sources within the evolving natural
gas marketplace. These efforts include the sale of products and services upstream of the companies’ service territory,
the sale of products and services in the companies’ service territories, and gas supply cost incentive mechanisms for
service to their core markets. The upstream products are made up of transactions that occur between an individual Gas
Distribution Operations company and a buyer for the sales of unbundled or rebundled gas supply and capacity. The
on-system services are offered by NiSource to customers and include products such as the transportation and
balancing of gas on the Gas Distribution Operations company system. The incentive mechanisms give the Gas
Distribution Operations companies an opportunity to share in the savings created from such situations as gas purchase
prices paid below an agreed upon benchmark and their ability to reduce pipeline capacity charges with their
customers. Certain Gas Distribution Operations companies continue to offer choice opportunities, where customers
can choose to purchase gas from a third-party supplier, through regulatory initiatives in their respective jurisdictions.
Capital Expenditures and Other Investing Activities

The table below reflects actual capital expenditures and other investing activities by category for 2015, 2014 and
2013, and estimates for 2016.

(in millions) 2016E 2015 2014 2013
System Growth $168.3 $157.8 $175.9 $166.8
Maintenance and Other 798.6 759.2 684.4 624.0
Total $966.9 $917.0 $860.3 $790.8

The Gas Distribution Operations segment’s capital expenditures and other investing activities were $917.0 million in
2015 and are projected to be $966.9 million in 2016. This increased spending of $49.9 million is mainly due to growth
and betterment projects in 2016. Capital expenditures for 2015 were higher than 2014 by approximately $56.7 million
primarily due to increased TDSIC spend.

The Gas Distribution Operations segment’s capital expenditures for 2014 were higher than 2013 by approximately
$69.5 million primarily due to increased spending on infrastructure replacement projects.

Regulatory Matters

Refer to Note 7, “Regulatory Matters,” in the Notes to Consolidated Financial Statements for information on significant
rate developments and cost recovery and trackers for the Gas Distribution Operations segment.
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Customer Usage. Increased efficiency of natural gas appliances and improvements in home building codes and
standards has contributed to a long-term trend of declining average use per customer. Usage for the year ended
December 31, 2015 decreased from the same period last year primarily due to warmer weather compared to the prior
year. While historically, rate design at the distribution level has been structured such that a large portion of cost
recovery is based upon throughput, rather than in a fixed charge, operating costs are largely incurred on a fixed basis,
and do not fluctuate due to changes in customer usage. As a result, Gas Distribution Operations have pursued changes
in rate design to more effectively match recoveries with costs incurred. Each of the states in which Gas Distribution
Operations operate has different requirements regarding the procedure for establishing
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NISOURCE INC.
Gas Distribution Operations (continued)

changes to rate design. Columbia of Ohio restructured its rate design through a base rate proceeding and has adopted a
“de-coupled” rate design which more closely links the recovery of fixed costs with fixed charges. Columbia of
Massachusetts received regulatory approval of a decoupling mechanism which adjusts revenues to an approved
benchmark level through a volumetric adjustment factor. Columbia of Maryland and Columbia of Virginia have
received regulatory approval to implement a revenue normalization adjustment for certain customer classes, a
decoupling mechanism whereby monthly revenues that exceed or fall short of approved levels are reconciled in
subsequent months. In a prior base rate proceeding, Columbia of Pennsylvania implemented a residential weather
normalization adjustment. Columbia of Kentucky has had approval for a weather normalization adjustment for many
years. In a prior base rate proceeding, NIPSCO implemented a higher fixed customer charge for residential and small
customer classes moving toward full straight fixed variable rate design.

Environmental Matters

Currently, various environmental matters impact the Gas Distribution Operations segment. As of December 31, 2015,
liabilities have been recorded to cover probable environmental response actions. Refer to Note 18-C, “Environmental
Matters,” in the Notes to Consolidated Financial Statements for additional information regarding environmental matters
for the Gas Distribution Operations segment.

Weather

In general, NiSource calculates the weather related revenue variance based on changing customer demand driven by
weather variance from normal heating degree-days. NiSource's composite heating degree days reported do not directly
correlate to the weather related dollar impact on the results of Gas Distribution Operations. Heating degree days
experienced during different times of the year or in different operating locations may have more or less impact on
volume and dollars depending on when and where they occur. When the detailed results are combined for reporting,
there may be weather related dollar impacts on operations when there is not an apparent or significant change in the
aggregated NiSource composite heating degree-day comparison.

Weather in the Gas Distribution Operations service territories for 2015 was about 3% warmer than normal and was
about 12% warmer than 2014, decreasing net revenues approximately $30 million for the year ended December 31,
2015 compared to 2014.

Weather in the Gas Distribution Operations service territories for 2014 was about 10% colder than normal and was
about 8% colder than 2013, increasing net revenues approximately $18 million for the year ended December 31, 2014
compared to 2013.

Throughput

Total volumes sold and transported for the year ended December 31, 2015 were 988.7 MMDth, compared to 1,042.5
MMDth for 2014. This decrease is primarily attributable to warmer weather and lower off-system sales opportunities
experienced in 2015 compared to 2014.

Total volumes sold and transported for the year ended December 31, 2014 were 1,042.5 MMDth, compared to 1,010.5
MMDth for 2013. This increase is primarily attributable to colder weather experienced in 2014 compared to 2013.

Net Revenues

Net revenues for 2015 were $1,913.6 million, an increase of $82.4 million from the same period in 2014. The increase
in net revenues is due primarily to an increase in regulatory and service programs of $88.7 million, including the
impact of new rates at Columbia of Pennsylvania, Columbia of Massachusetts and Columbia of Virginia, as well as
the implementation of new rates under Columbia of Ohio's approved infrastructure replacement program.
Additionally, there were higher net revenues due to increased rent billed to affiliates, offset in expense, of $8.4 million
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and higher regulatory and tax trackers, offset in expense, of $7.5 million. These increases in net revenues were
partially offset by the effects of warmer weather of $30.6 million.

Net revenues for 2014 were $1,831.2 million, an increase of $197.1 million from the same period in 2013. The
increase in net revenues is due primarily to an increase of $93.4 million for regulatory and service programs, including
the impacts of the rate settlement in 2013 at Columbia of Pennsylvania, the rate case at Columbia of Massachusetts, as
well as the implementation of rates under Columbia of Ohio's approved infrastructure replacement program.
Additionally, 2014 included an increase in regulatory and tax trackers, which are offset in expense, of $49.2 million,
the effects of colder weather of $18.4 million, and higher commercial, residential and industrial usage of $14.6
million.

At NIPSCO, sales revenues and customer billings are adjusted for amounts related to under and over-recovered
purchased gas costs from prior periods per regulatory order. These amounts are primarily reflected in the “Other” gross
revenues statistic provided
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Gas Distribution Operations (continued)

at the beginning of this segment discussion. The adjustments to other gross revenues for the twelve months ended
December 31, 2015 and 2014 were a revenue decrease of $68.0 million and a revenue increase of $34.2 million,
respectively.

Operating Income

For 2015, Gas Distribution Operations reported operating income of $555.8 million, an increase of $18.8 million from
the comparable 2014 period. Operating income increased as a result of higher net revenues, as described above,
partially offset by increased operating expenses. Operating expenses were $63.6 million higher than the comparable
period reflecting increased employee and administrative expenses of $16.3 million, and higher depreciation and
property taxes of $15.0 million and $9.1 million, respectively, due to increased capital expenditures. Additionally,
2015 included increased outside service costs of $7.7 million and higher regulatory and tax trackers, which are offset
in net revenues, of $7.5 million.

For 2014, Gas Distribution Operations reported operating income of $537.0 million, an increase of $91.6 million from
the comparable 2013 period. Operating income increased as a result of higher net revenues, as described above,
partially offset by increased operating expenses. Operating expenses were $105.5 million higher than the comparable
period reflecting increased regulatory and tax trackers, which are offset in net revenues, of $49.2 million, higher
employee and administrative expenses of $21.9 million primarily due to a growing workforce and increased
information technology support and enhancements projects. Additionally, 2014 included increased depreciation of
$16.2 million due to increased capital expenditures, increased outside service costs of $13.7 largely due to Columbia
of Pennsylvania's pipeline safety initiatives, higher other taxes of $6.0 million and increased uncollectibles of $5.1
million. These increases were partially offset by a decrease in environmental costs of $6.7 million.
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Electric Operations

Year Ended December 31, (in millions) 2015 2014 2013
Net Revenues

Sales revenues $1,574.4 $1,673.4 $1,564.9
Less: Cost of sales (excluding depreciation and amortization)  488.4 609.7 542.5
Net Revenues 1,086.0 1,063.7 1,022.4
Operating Expenses

Operation and maintenance 490.1 474.9 448.6
Depreciation and amortization 267.7 244.4 2444
Gain on sale of assets, net — (0.1 ) —
Other taxes 63.8 61.8 63.9
Total Operating Expenses 821.6 781.0 756.9
Operating Income $264.4 $282.7 $265.5
Revenues

Residential $427.1 $438.2 $426.6
Commercial 4454 4494 431.5
Industrial 646.3 723.6 632.7
Wholesale 16.4 32.2 21.0
Other 39.2 30.0 53.1
Total $1,574.4 $1,673.4 $1,564.9
Sales (Gigawatt Hours)

Residential 3,309.9 3,384.2 3,444.7
Commercial 3,866.8 3,864.2 3,881.9
Industrial 9,249.1 10,114.2 9,339.7
Wholesale 194.8 675.5 669.7
Other 137.7 148.2 132.0
Total 16,758.3 18,186.3 17,468.0
Cooling Degree Days 762 663 798
Normal Cooling Degree Days 806 806 806

% Warmer (Colder) than Normal 5 )% (18 )% (1 )%
Electric Customers

Residential 404,889 403,272 402,638
Commercial 55,053 54,635 54,452
Industrial 2,343 2,352 2,374
Wholesale 743 751 725
Other 6 5 5

Total 463,034 461,015 460,194
Electric Supply

On October 31, 2014, NIPSCO submitted its 2014 Integrated Resource Plan with the IURC. The plan evaluates
demand-side and supply-side resource alternatives to reliably and cost-effectively meet NIPSCO customers' future
energy requirements over the next 20 years. Existing resources are expected to be sufficient, assuming favorable
outcomes for environmental upgrades, to meet customers' needs into the next decade. NIPSCO continues to monitor
and assess economic, regulatory and legislative activity, and will update its resource plan as appropriate.
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NISOURCE INC.
Electric Operations (continued)

Market Conditions

NIPSCO’s mwh sales to steel-related industries accounted for approximately 54.2% and 61.3% of the total industrial
mwh sales for the years ended December 31, 2015 and 2014, respectively.

NIPSCO’s industrial sales volumes and revenues decreased in 2015 as compared to 2014 as industrial activity showed
a moderate decline year-over-year. This was primarily due to steel-related mwh volumes and demands that decreased
in 2015. Steel mill capacity utilization rates have declined as a result of an unprecedented increase of steel imports
into the United States market.

Capital Expenditures and Other Investing Activities

The table below reflects actual capital expenditures by category for 2015, 2014 and 2013, and estimates for 2016.

(in millions) 2016E 2015 2014 2013
System Growth $28.2 $32.4 $29.3 $42.5
Maintenance and Other 390.4 367.9 409.5 383.8
Total $418.6 $400.3 $438.8 $426.3

The Electric Operations segment’s capital expenditures and other investing activities were $400.3 million in 2015 and
are projected to be $418.6 million in 2016. Capital expenditures for 2015 were lower than 2014 by approximately
$38.5 million primarily due to higher tracker program spend in 2014.

The Electric Operations segment’s capital expenditures for 2014 were higher than 2013 by approximately $12.5

million due to increased TDSIC spend as well as continued spending on the environmental tracker capital projects in
the generation fleet.

Regulatory Matters

Refer to Note 7, “Regulatory Matters,” in the Notes to Consolidated Financial Statements for information on significant
rate developments, MISO, and cost recovery and trackers for the Electric Operations segment.

Environmental Matters

Currently, various environmental matters impact the Electric Operations segment. As of December 31, 2015,

liabilities have been recorded to cover probable environmental response actions. Refer to Note 18-C, “Environmental
Matters,” in the Notes to Consolidated Financial Statements for additional information regarding environmental matters
for the Electric Operations segment.

Transmission Upgrade Agreements

On February 11, 2014, NIPSCO entered into TUAs with upgrade sponsors to complete upgrades on NIPSCO’s
transmission system on behalf of those sponsors. The upgrade sponsors agreed to reimburse NIPSCO for the total cost
to construct transmission upgrades and place them into service, multiplied by a rate of 1.71 ("the multiplier").

On June 10, 2014, certain upgrade sponsors for both TUAs, filed a complaint at the FERC against NIPSCO regarding
the multiplier stated in the TUAs. On June 30, 2014, NIPSCO filed an answer defending the terms of the TUAs and
the just and reasonable nature of the multiplier charged therein and moved for dismissal of the complaint. On
December 8, 2014, the FERC issued an order in response to the complaint finding that it is appropriate for NIPSCO to
recover, through the multiplier, substantiated costs of ownership related to the TUAs. The FERC set for hearing the
issue of what constitutes the incremental costs NIPSCO will incur, but is holding that hearing in abeyance to allow for
settlement. NIPSCO will continue to monitor developments in this matter and does not believe the impact is material
to the Consolidated Financial Statements.
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Sales

Electric Operations sales were 16,758.3 gwh for the year ended 2015, a decrease of 1,428.0 gwh compared to 2014.
The 7.9% decrease is primarily attributable to a decrease in industrial usage, which was caused by a reduction in steel
production due to the high levels of imports that have impacted the domestic steel market since the start of 2015.

Electric Operations sales were 18,186.3 gwh for the year ended 2014, an increase of 718.3 gwh compared to 2013.
The 4.1% increase is primarily attributable to an increase in industrial usage due to large industrial customers
expanding plant operations and using less internal generation.
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NISOURCE INC.
Electric Operations (continued)

Net Revenues

Net revenues were $1,086.0 million for 2015, an increase of $22.3 million from the same period in 2014. The increase
in net revenues is due primarily to higher regulatory trackers, which are offset in expense, of $19.8 million, an
increase in the return on the environmental capital investment recovery of $10.3 million due to an increased plant
balance eligible for recovery and higher net revenues of $8.8 million as a result of two electric transmission projects.
These increases were partially offset by lower industrial usage of $13.8 million.

Net revenues were $1,063.7 million for 2014, an increase of $41.3 million from the same period in 2013. The increase
in net revenues is due primarily to higher industrial usage of $21.9 million and an increase in the return on the
environmental capital investment recovery of $19.8 million due to an increased plant balance eligible for recovery.

At NIPSCO, sales revenues and customer billings are adjusted for amounts related to under and over-recovered
purchased fuel costs from prior periods per regulatory order. These amounts are primarily reflected in the “Other” gross
revenues statistic provided at the beginning of this segment discussion. The adjustment to other gross revenues for the
twelve months ended December 31, 2015 and 2014 were revenue decreases of $11.6 million and $25.5 million,
respectively.

Operating Income

For 2015, Electric Operations reported operating income of $264.4 million, a decrease of $18.3 million from the
comparable 2014 period. Operating income decreased as a result of increased operating expenses, partially offset by
higher net revenues, as described above. Operating expenses increased $40.6 million due primarily to higher
regulatory trackers, which are offset in net revenues, of $19.8 million and increased depreciation of $10.6 million
along with higher environmental costs of $10.4 million.

For 2014, Electric Operations reported operating income of $282.7 million, an increase of $17.2 million from the
comparable 2013 period. Operating income increased as a result of higher net revenues, as described above, partially
offset by increased operating expenses. Operating expenses increased $24.1 million due primarily to higher electric
generation costs of $15.2 million as a result of maintenance related outages, and increased employee and
administrative expenses of $9.7 million.
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Quantitative and Qualitative Disclosures about Market Risk are reported in Item 7. “Management’s Discussion and
Analysis of Financial Condition and Results of Operations — Market Risk Disclosures.”
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NISOURCE INC.
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of NiSource Inc.:

We have audited the accompanying consolidated balance sheets and statements of consolidated long-term debt of
NiSource Inc. and subsidiaries (the “Company”) as of December 31, 2015 and 2014, and the related consolidated
statements of income, comprehensive income, common stockholders’ equity, and cash flows for each of the three years
in the period ended December 31, 2015. Our audits also included the financial statement schedule listed in the Index at
item 15. These financial statements and financial statement schedule are the responsibility of the Company’s
management. Our responsibility is to express an opinion on the financial statements and financial statement schedule
based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of
the NiSource Inc. and subsidiaries as of December 31, 2015 and 2014, and the results of their operations and their
cash flows for each of the three years in the period ended December 31, 2015, in conformity with accounting
principles generally accepted in the United States of America. Also, in our opinion, such financial statement schedule,
when considered in relation to the basic consolidated financial statements taken as a whole, present fairly, in all
material respects, the information set forth therein.

As discussed in Note 22 to the consolidated financial statements, on July 1, 2015 the Company completed the spin-off
of its subsidiary Columbia Pipeline Group, Inc.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the Company’s internal control over financial reporting as of December 31, 2015, based on the criteria
established in Internal Control -Integrated Framework (2013) issued by the Committee of Sponsoring Organizations
of the Treadway Commission and our report dated February 18, 2016 expressed an unqualified opinion on the
Company’s internal control over financial reporting.

/s/ DELOITTE & TOUCHE LLP
Chicago, Illinois
February 18, 2016
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

NISOURCE INC.
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of NiSource Inc.:

We have audited the internal control over financial reporting of NiSource Inc. and subsidiaries (the "Company") as of
December 31, 2015, based on criteria established in Internal Control - Integrated Framework (2013) issued by the
Committee of Sponsoring Organizations of the Treadway Commission. The Company's management is responsible
for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal
control over financial reporting, included in the accompanying Management’s Report on Internal Control Over
Financial Reporting. Our responsibility is to express an opinion on the Company's internal control over financial
reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
effective internal control over financial reporting was maintained in all material respects. Our audit included obtaining
an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing
and evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing
such other procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion.

A company's internal control over financial reporting is a process designed by, or under the supervision of, the
company's principal executive and principal financial officers, or persons performing similar functions, and effected
by the company's board of directors, management, and other personnel to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company's internal control over financial reporting includes those policies
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations
of management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use, or disposition of the company's assets that could have a material effect on
the financial statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or
improper management override of controls, material misstatements due to error or fraud may not be prevented or
detected on a timely basis. Also, projections of any evaluation of the effectiveness of the internal control over
financial reporting to future periods are subject to the risk that the controls may become inadequate because of
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as
of December 31, 2015, based on the criteria established in Internal Control -Integrated Framework (2013) issued by
the Committee of Sponsoring Organizations of the Treadway Commission.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the consolidated financial statements and financial statement schedule as of and for the year ended December
31, 2015, of the Company and our report dated February 18, 2016 expressed an unqualified opinion on those financial
statements and financial statement schedule and included an explanatory paragraph relating to the Company’s spin-off
of its subsidiary Columbia Pipeline Group, Inc. on July 1, 2015.

/s/ DELOITTE & TOUCHE LLP
Chicago, Illinois
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

NISOURCE INC.
STATEMENTS OF CONSOLIDATED INCOME

Year Ended December 31, (in millions, except per share amounts)

Net Revenues

Gas Distribution

Gas Transportation

Electric

Other

Gross Revenues

Cost of Sales (excluding depreciation and amortization)
Total Net Revenues

Operating Expenses

Operation and maintenance

Depreciation and amortization

Loss on sale of assets and impairments, net

Other taxes

Total Operating Expenses

Operating Income

Other Income (Deductions)

Interest expense, net

Other, net

Loss on early extinguishment of long-term debt

Total Other Deductions

Income from Continuing Operations before Income Taxes
Income Taxes

Income from Continuing Operations

Income from Discontinued Operations - net of taxes
Gain on Disposition of Discontinued Operations - net of taxes
Net Income

Less: Net income attributable to noncontrolling interest

Net Income attributable to NiSource

Amounts attributable to NiSource:
Income from continuing operations
Income from discontinued operations
Net Income attributable to NiSource
Basic Earnings Per Share

Continuing operations

Discontinued operations

Basic Earnings Per Share

Diluted Earnings Per Share
Continuing operations

Discontinued operations

Diluted Earnings Per Share

Basic Average Common Shares Outstanding
Diluted Average Common Shares

2015

$2,081.9
969.8
1,572.9
27.2
4,651.8
1,643.7
3,008.1

1,426.1
524.4
1.6
256.1
2,208.2
799.9

(380.2
17.4
(97.2
(460.0
339.9
141.3
198.6
103.5

$302.1
15.6
$286.5

$198.6
87.9
$286.5

$0.63
0.27
$0.90

$0.63
0.27

$0.90
317.7
319.8

2014

$2,597.8
987.4
1,672.0
15.2
5,272.4
2,372.9
2,899.5

1,367.3
486.9
3.0
253.2
2,1104
789.1

(379.5
13.4
(366.1
423.0
166.8
256.2
273.8

$530.0

$530.0

$256.2
273.8
$530.0

$0.81
0.87
$1.68

$0.81
0.86

$1.67
315.1
316.6

2013

$2,226.3
820.0
1,563.4
15.7
4,625.4
1,963.0
2,662.4

1,254.4
470.4
1.1
2384
1,964.3
698.1

(375.3 )
6.8

(368.5 )
329.6

108.6

221.0

276.2

349

$532.1

$532.1

$221.0
311.1
$532.1

$0.71
0.99
$1.70

$0.71
0.99

$1.70
3124
313.6
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

NISOURCE INC.
STATEMENTS OF CONSOLIDATED COMPREHENSIVE INCOME

Year Ended December 31, (in millions, net of taxes) 2015 2014 2013
Net Income $302.1 $530.0 $532.1
Other comprehensive income (loss):

Net unrealized gain (loss) on available-for-sale securities) (0.8 ) 0.6 2.9 )
Net unrealized gain (loss) on cash flow hedges® (7.8 ) 2.2 2.8
Unrecognized pension and OPEB benefit (costs)® 2.4 ) (9.8 ) 22.0
Total other comprehensive income (loss) (11.0 ) (7.0 ) 21.9
Total Comprehensive Income $291.1 $523.0 $554.0
Less: Comprehensive income attributable to noncontrolling 15.6 . o
interest )

Comprehensive Income attributable to NiSource $275.5 $523.0 $554.0

(1) Net unrealized gain (loss) on available-for-sale securities, net of $0.4 million tax benefit, $0.3 million tax expense
and $1.5 million tax benefit in 2015, 2014 and 2013, respectively.

(2) Net unrealized gain on derivatives qualifying as cash flow hedges, net of $4.8 million tax benefit, and $1.5 million
and $1.8 million tax expense in 2015, 2014 and 2013, respectively.

() Unrecognized pension and OPEB benefit (costs), net of $4.6 million and $2.5 million tax benefit, and $14.3 million
tax expense in 2015, 2014 and 2013, respectively.

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

NISOURCE INC.
CONSOLIDATED BALANCE SHEETS

(in millions)

ASSETS

Property, Plant and Equipment

Utility plant

Accumulated depreciation and amortization
Net utility plant

Other property, at cost, less accumulated depreciation
Net Property, Plant and Equipment
Investments and Other Assets
Unconsolidated affiliates

Other investments

Total Investments and Other Assets
Current Assets

Cash and cash equivalents

Restricted cash

Accounts receivable (less reserve of $20.3 and $24.9, respectively)
Gas inventory

Underrecovered gas costs

Materials and supplies, at average cost
Electric production fuel, at average cost
Exchange gas receivable

Assets of discontinued operations
Regulatory assets

Prepayments and other

Total Current Assets

Other Assets

Regulatory assets

Goodwill

Intangible assets

Assets of discontinued operations
Deferred charges and other

Total Other Assets

Total Assets

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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December 31,
2015

$18,946.9
(6,853.4 )
12,093.5

18.0

12,111.5

6.9
187.7
194.6

15.5
29.7
660.0
343.5
34.8
86.8
106.3
21.0
172.1
107.5
1,577.2

1,599.8
1,690.7
253.7
65.0
3,609.2
$17,492.5

December 31,

2014

$17,668.4
(6,629.5
11,038.9
18.5
11,057.4

8.3
204.8
213.1

249
249
920.8
440.3
32.0
81.1
64.8
28.3
283.4
187.4
106.5
2,194.4

1,544.5
1,690.7
264.7
7,546.0
79.0
11,124.9
$24,589.8

)
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

NISOURCE INC.
CONSOLIDATED BALANCE SHEETS

) iy December 31, December 31,
(in millions, except share amounts)

2015 2014
CAPITALIZATION AND LIABILITIES
Capitalization
Common Stockholders’ Equity
Common stock - $0.01 par value, 400,000,000 shares authorized; 319,110,083 and $3.2 $3.2
316,037,421 shares outstanding, respectively ) )
Additional paid-in capital 5,078.0 4,787.6
Retained earnings (deficit) (1,123.3 ) 1,494.0
Accumulated other comprehensive loss (35.1 ) (50.6 )
Treasury stock (79.3 ) (58.9 )
Total Common Stockholders’ Equity 3,843.5 6,175.3
Long-term debt, excluding amounts due within one year 5,948.5 8,151.5
Total Capitalization 9,792.0 14,326.8
Current Liabilities
Current portion of long-term debt 433.7 266.6
Short-term borrowings 567.4 1,576.9
Accounts payable 4334 610.1
Customer deposits and credits 316.3 280.9
Taxes accrued 183.5 169.2
Interest accrued 129.0 140.7
Overrecovered gas and fuel costs 148.1 45.6
Exchange gas payable 62.3 101.5
Deferred revenue 6.6 34
Regulatory liabilities 83.3 61.1
Accrued liability for postretirement and postemployment benefits 49 5.3
Liabilities of discontinued operations 0.3 369.0
Legal and environmental 37.6 22.7
Accrued compensation and employee benefits 136.4 166.8
Other accruals 114.7 144.5
Total Current Liabilities 2,657.5 3,964.3
Other Liabilities and Deferred Credits
Deferred income taxes 2,365.3 2,165.8
Deferred investment tax credits 14.8 17.1
Deferred credits 90.7 100.9
Accrued liability for postretirement and postemployment benefits 759.7 733.9
Liabilities of discontinued operations — 1,558.4
Regulatory liabilities 1,350.4 1,379.6
Asset retirement obligations 254.0 136.2
Other noncurrent liabilities 208.1 206.8
Total Other Liabilities and Deferred Credits 5,043.0 6,298.7
Commitments and Contingencies (Refer to Note 18, "Other Commitments and
Contingencies") o o
Total Capitalization and Liabilities $17,492.5 $24,589.8
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

NISOURCE INC.
STATEMENTS OF CONSOLIDATED CASH FLOWS

Year Ended December 31, (in millions)
Operating Activities
Net Income

Adjustments to Reconcile Net Income to Net Cash from Continuing

Operations:

Loss on early extinguishment of debt

Depreciation and amortization

Net changes in price risk management assets and liabilities
Deferred income taxes and investment tax credits
Deferred revenue

Stock compensation expense and 401 (k) profit sharing contribution

Loss on sale of assets and impairment, net

Income (loss) from unconsolidated affiliates

Gain on disposition of discontinued operations - net of taxes
Income from discontinued operations - net of taxes
Amortization of discount/premium on debt

AFUDC equity

Changes in Assets and Liabilities:

Accounts receivable

Income tax receivable

Inventories

Accounts payable

Customer deposits and credits

Taxes accrued

Interest accrued

Overrecovered gas and fuel costs

Exchange gas receivable/payable

Other accruals

Prepayments and other current assets

Regulatory assets/liabilities

Postretirement and postemployment benefits
Deferred credits

Deferred charges and other noncurrent assets

Other noncurrent liabilities

Net Operating Activities from Continuing Operations
Net Operating Activities from Discontinued Operations
Net Cash Flows from Operating Activities

Investing Activities

Capital expenditures

Proceeds from disposition of assets

Restricted cash withdrawals (deposits)

Cash contributions from CPG

Other investing activities

Net Investing Activities from (used for) Continuing Operations

2015

$302.1

97.2
5244
3.7
135.3
7.2
50.7
1.6
0.6
(103.5
8.7
(11.5

262.2
0.6
46.9
(190.5
355
8.7
(11.6
99.6
(31.7
(55.1
0.7
(17.6
25.6
(10.1
5.2
(20.3
1,163.4
2934
1,456.8

(1,360.7
4.5

4.8
3,798.2
(62.2
2,375.0

)

)
)
)

2014

$530.0

486.9
2.6
161.4
0.1
66.0
3.0
0.8
(273.8
10.0
(10.7

(42.8
23
(1159
29.9
29.8
4.5
4.3
27.9
(43.9
44
4.5
(255.6
136.0
9.1
39
4.3
761.2
558.4
1,319.6

(1,282.5
4.7
17.1
(18.6
(1,313.5

2013

$532.1

470.4
2.6
118.4
0.6
48.5
1.1
0.5
(349
(276.2
94
1.7

973
101.5
(13.1
62.3
8.2
9.0
3.8
8.6
21.5
1.8
8.3
436.5
(435.8
7.8
10.5
6.4
967.8
469.0
1,436.8

(1,205.1
2.7

38.7
(58.7
(1,222.4
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Net Investing Activities used for Discontinued Operations

Net Cash Flows from (used for) Investing Activities

Financing Activities

Cash of CPG at Separation

Issuance of long-term debt

Repayments of long-term debt and capital lease obligations
Premium and other debt related costs

Change in short-term borrowings, net

Issuance of common stock

Acquisition of treasury stock

Dividends paid - common stock

Net Financing Activities from (used for) Continuing Operations
Net Financing Activities from Discontinued Operations

Net Cash Flows from (used for) Financing Activities

Change in cash and cash equivalents from continuing operations
Change in cash and cash equivalents used for discontinued
operations

Change in cash included in discontinued operations

Cash and cash equivalents at beginning of period

Cash and Cash Equivalents at End of Period

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.

48

(430.1
1,944.9

(136.8
(2,092.2
(93.5
(936.4
22.5
(204
(2634
(3,520.2
108.6
(3,411.6
18.2

(28.1

0.5
24.9
$15.5

)

(803.1
(2,116.6

748.4
(521.0
(8.7
878.1
30.3
(10.2
(321.3
795.6
795.6
2433

(244.7

0.2
26.5
$24.9

(669.0
(1,891.4

1,307.6
(510.9
3.2
(78.1
43.7
8.1
(305.9
445.1
445.1
190.5

(200.0

0.4
35.6
$26.5
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

NISOURCE INC.
STATEMENTS OF CONSOLIDATED LONG-TERM DEBT

As of December 31, (in millions)

Columbia of Massachusetts:

Medium-term notes -

Interest rates between 6.26% and 6.43% with a weighted average interest rate of 6.30%
and maturities between December 15, 2025 and February 15, 2028
Unamortized issuance costs and discount on long-term debt

Total long-term debt of Columbia of Massachusetts

Columbia of Ohio:

Capital lease obligations

Total long-term debt of Columbia of Ohio

Capital Markets:

Senior Notes - 6.78%, due December 1, 2027

Medium-term notes -

Issued at interest rates between 7.82% and 7.99%, with a weighted average interest rate
of 7.92% and various maturities between March 27, 2017 and May 5, 2027
Unamortized issuance costs and discount on long-term debt

Total long-term debt of Capital Markets

NiSource Corporate Services:

Capital lease obligations -

Interest rate of 5.586% due December 31, 2016

Interest rate of 3.264% due October 31, 2019

Interest rate of 2.156% due November 30, 2019

Total long-term debt of NiSource Corporate Services

NiSource Development Company:

NDC Douglas Properties - Notes Payable -

Interest rate of 5.56% due July 1, 2041

Total long-term debt of NiSource Development Company

2015

$40.0
(3.0 )
37.0

138.6
138.6

3.0

106.0

0.7 )
108.3

1.9
04
23

2.1
2.1

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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2014

$40.0
3.3 )
36.7

96.4
96.4

3.0

106.0

0.8 )
108.2

2.1
2.1
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

NISOURCE INC.
STATEMENTS OF CONSOLIDATED LONG-TERM DEBT

As of December 31, (in millions) 2015 2014
NiSource Finance:
Long-term notes -

10.75% - due March 15, 2016 — 201.5
Variable rate - due April 15, 2016 — 325.0
5.41% - due November 28, 2016 — 90.0
Variable rate - due August 18, 2017 — 750.0
5.25% - due September 15, 2017 2104 450.0
6.40% - due March 15, 2018 476.0 800.0
6.80% - due January 15, 2019 500.0 500.0
5.45% - due September 15, 2020 550.0 550.0
4.45% - due December 1, 2021 63.6 250.0
6.125% - due March 1, 2022 500.0 500.0
3.85% - due February 15, 2023 250.0 250.0
5.89% - due November 28, 2025 265.0 265.0
6.25% - due December 15, 2040 250.0 250.0
5.95% - due June 15, 2041 400.0 400.0
5.80% - due February 1, 2042 250.0 250.0
5.25% - due February 15, 2043 500.0 500.0
4.80% - due February 15, 2044 750.0 750.0
5.65% - due February 1, 2045 500.0 500.0
Unamortized issuance costs and discount on long-term debt 41.4 ) (49.6
Total long-term debt of NiSource Finance 5,423.6 7,531.9
NIPSCO:

Capital lease obligations -

Interest rate of 3.95% due June 30, 2022 45.5 52.8

Pollution control bonds -
Reoffered interest rates between 5.70% and 5.85%, with a weighted average interest

rate of 5.76% and various maturities between July 1, 2017 and April 1, 2019 96.0 226.0
Medium-term notes -

Issued at interest rates between 7.02% and 7.69%, with a weighted average interest rate 95.5 95.5

of 7.57% and various maturities between June 12, 2017 and August 4, 2027 ) )
Unamortized issuance costs and discount on long-term debt 0.4 ) (0.6
Total long-term debt of NIPSCO 236.6 373.7
Total Long-Term Debt, Excluding Amount due within One Year $5,948.5 $8,151.5

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

NISOURCE INC.

STATEMENTS OF CONSOLIDATED COMMON STOCKHOLDERS’ EQUITY

Common
Stock

(in millions)

Balance as of January 1, 2013 $3.1

Comprehensive Income (Loss):

Net Income —
Other comprehensive income (loss), net of
tax o
Dividends:

Common stock ($0.98 per share) —
Treasury stock acquired —
Issued:

Common stock issuance 0.1

Employee stock purchase plan —
Long-term incentive plan —
401(k) and profit sharing issuance —
Dividend reinvestment plan —

Balance as of December 31, 2013 $3.2

Comprehensive Income (Loss):

Net Income —
Other comprehensive income (loss), net of
tax o
Dividends:

Common stock ($1.02 per share) —
Treasury stock acquired —
Issued:

Employee stock purchase plan —
Long-term incentive plan —
401(k) and profit sharing issuance —
Dividend reinvestment plan —

Balance as of December 31, 2014 $3.2

Additional
Paid-In
Capital

$4,597.6

2.9

43.8
37.8

8.0
$4,690.1

4.2

40.2
453

7.8
$4,787.6

Retained
Earnings

$1,059.6
532.1

(306.2

$1,285.5

530.0

(321.5

$1,494.0

Accumulated

Other

Comprehensive Total
Income/(Loss)

$ (655 ) $5,554.3

— 532.1
21.9 21.9

— (306.2 )
— (8.1 )

— 0.1

— 29

— 43.8

— 37.8

— 8.0
$(43.6 ) $5,886.6

— 530.0
(7.0 ) (7.0 )

— (3215 )
— (10.3 )

— 4.2

— 40.2

— 45.3

— 7.8

$ (50.6 ) $6,175.3

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

NISOURCE INC.
STATEMENTS OF CONSOLIDATED COMMON STOCKHOLDERS’ EQUITY

Additional Retained  -ccumulated
C Common Treasury . . Other
(in millions) Paid-In Earnings . Total
Stock Stock Capital (Deficit) Comprehensive
Income/(Loss)
Balance as of December 31, 2014 $3.2 $(58.9 ) $4,787.6  $1,494.0 $(50.6 ) $6,175.3
Comprehensive Income (Loss):
Net Income attributable to NiSource — — — 286.5 — 286.5
t(&)l;her comprehensive income (loss), net of o L . _ (11.0 ) (11.0 )
Allocatlon of AOCI to noncontrolling o o o 20 20
interest(®
Dividends:
Common stock ($0.83 per share) — — — 2635 ) — (263.5 )
Distribution of CPG stock to shareholders
(Note 3) — — — (2,640.3 ) 24.5 (2,615.8 )
Treasury stock acquired — 204 ) — — — (20.4 )
Issued:
Employee stock purchase plan — — 5.1 — — 5.1
Long-term incentive plan — — 42 — — 4.2
401(k) and profit sharing issuance — — 46.7 — — 46.7
Dividend reinvestment plan — — 7.3 — — 7.3
Sale of interest in Columbia OpCo to
CPPL (O P — — 227.1 — — 227.1
Balance as of December 31, 2015 $3.2 $(79.3 ) $5,078.0 $(1,123.3) $(35.1 ) $3,843.5

(DRepresents the purchase of an additional 8.4% limited partner interest in Columbia OpCo by an affiliate of CPG,
recorded at the historical carrying value of Columbia OpCo's net assets after giving effect to the $1,168.4 million
equity contribution from CPPL's IPO completed on February 11, 2015.

(DThis transaction, which occurred prior to the Separation, was distributed through retained earnings as part of the
Separation on July 1, 2015.

. Common Treasury Outstanding
Shares (in thousands) Shares Shares Shares
Balance January 1, 2013 312,291 (2,010 ) 310,281
Treasury stock acquired (297 ) (297 )
Issued:
Employee stock purchase plan 102 — 102
Long-term incentive plan 2,037 — 2,037
Dividend reinvestment 272 — 272
Retirement savings plan 1,281 — 1,281
Balance December 31, 2013 315,983 (2,307 ) 313,676
Treasury stock acquired (292 ) (292 )
Issued:
Employee stock purchase plan 113 — 113
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Long-term incentive plan
Dividend reinvestment
Retirement savings plan
Balance December 31, 2014
Treasury stock acquired
Issued:

Employee stock purchase plan
Long-term incentive plan
Dividend reinvestment
Retirement savings plan
Balance December 31, 2015
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1,125
206
1,209
318,636

203
1,423
275
1,644
322,181

(2,599
(472

(3,071

1,125
206
1,209
) 316,037
) (472

203
1,423
275
1,644

) 319,110

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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1.Nature of Operations and Summary of Significant Accounting Policies

A. Company Structure and Principles of Consolidation. NiSource, a Delaware corporation, is an energy holding
company whose subsidiaries are fully regulated natural gas and electric utility companies serving approximately

3.9 million customers in seven states. NiSource generates substantially all of its operating income through these
rate-regulated businesses.

The consolidated financial statements include the accounts of NiSource and its majority-owned subsidiaries after the
elimination of all intercompany accounts and transactions. Investments for which at least a 20% interest is owned,
certain joint ventures and limited partnership interests of more than 3% are accounted for under the equity method.
Except where noted above and in the event where NiSource has significant influence, investments with less than a
20% interest are accounted for under the cost method. NiSource also consolidates variable interest entities for which
NiSource is the primary beneficiary.

On July 1, 2015, NiSource completed the Separation. CPG's operations consisted of all of NiSource's Columbia
Pipeline Group Operations segment prior to the Separation. Following the Separation, NiSource retained no
ownership interest in CPG.

The results of operations and cash flows for the former Columbia Pipeline Group Operations segment have been
reported as discontinued operations for all periods presented. Additionally, the assets and liabilities of the former
Columbia Pipeline Group Operations segment were reclassified as assets and liabilities of discontinued operations for
all prior periods. See Note 3, "Discontinued Operations," for additional information.

B.  Use of Estimates. The preparation of financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements, and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates.

C. Cash, Cash Equivalents, and Restricted Cash. NiSource considers all investments with original maturities of
three months or less to be cash equivalents. NiSource reports amounts deposited in brokerage accounts for margin
requirements as restricted cash. In addition, NiSource has amounts deposited in trust to satisfy requirements for the
provision of various property, liability, workers compensation, and long-term disability insurance, which is classified
as restricted cash and disclosed as an investing cash flow on the Statements of Consolidated Cash Flows.

Restricted cash was $29.7 million and $24.9 million as of December 31, 2015 and 2014, respectively. The increase in
restricted cash was primarily a result of higher margin requirements due to open derivative contracts.

D. Accounts Receivable and Unbilled Revenue. Accounts receivable on the Consolidated Balance Sheets includes
both billed and unbilled amounts as NiSource believes that total accounts receivable is a more meaningful
presentation, given the factors which impact both billed and unbilled accounts receivable. Unbilled revenue is based
on estimated amounts of electric energy or natural gas delivered but not yet billed to its customers. Unbilled amounts
of accounts receivable relate to a portion of a customer’s consumption of gas or electricity from the date of the last
cycle billing date through the last day of the month (balance sheet date). Factors taken into consideration when
estimating unbilled revenue include historical usage, customer rates and weather. Accounts receivable fluctuates from
year to year depending in large part on weather impacts and price volatility. NiSource’s accounts receivable on the
Consolidated Balance Sheets includes unbilled revenue, less reserves, in the amounts of $237.1 million and $340.5
million for the years ended December 31, 2015 and 2014, respectively. The reserve for uncollectible receivables is the
Company’s best estimate of the amount of probable credit losses in the existing accounts receivable. The Company
determined the reserve based on historical experience and in consideration of current market conditions. Account
balances are charged against the allowance when it is anticipated the receivable will not be recovered.
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E. Investments in Debt and Equity Securities. NiSource’s investments in debt and equity securities are carried at
fair value and are designated as available-for-sale. These investments are included within “Other investments” on the
Consolidated Balance Sheets. Unrealized gains and losses, net of deferred income taxes, are reflected as accumulated
other comprehensive income (loss). These investments are monitored for other than temporary declines in market
value. Realized gains and losses and permanent impairments are reflected in the Statements of Consolidated Income.
No material impairment charges were recorded for the years ended December 31, 2015, 2014 and 2013.

F. Basis of Accounting for Rate-Regulated Subsidiaries. Rate-regulated subsidiaries account for and report
assets and liabilities consistent with the economic effect of the way in which regulators establish rates, if the rates
established are designed
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to recover the costs of providing the regulated service and it is probable that such rates can be charged and collected.
Certain expenses and credits subject to utility regulation or rate determination normally reflected in income are
deferred on the Consolidated Balance Sheets and are recognized in income as the related amounts are included in
customer rates and recovered from or refunded to customers.

In the event that regulation significantly changes the opportunity for NiSource to recover its costs in the future, all or a
portion of NiSource’s regulated operations may no longer meet the criteria for regulatory accounting. In such an event,
a write-down of all or a portion of NiSource’s existing regulatory assets and liabilities could result. If transition cost
recovery was approved by the appropriate regulatory bodies that would meet the requirements under GAAP for
continued accounting as regulatory assets and liabilities during such recovery period, the regulatory assets and
liabilities would be reported at the recoverable amounts. If unable to continue to apply the provisions of regulatory
accounting, NiSource would be required to apply the provisions of ASC 980-20, Discontinuation of Rate-Regulated
Accounting. In management’s opinion, NiSource’s regulated subsidiaries will be subject to regulatory accounting for
the foreseeable future. Refer to Note 7, "Regulatory Matters," for additional information.

G.  Utility Plant and Other Property and Related Depreciation and Maintenance. Property, plant and equipment
(principally utility plant) is stated at cost. The rate-regulated subsidiaries record depreciation using composite rates on
a straight-line basis over the remaining service lives of the electric, gas and common properties as approved by the
appropriate regulators.

The weighted average depreciation provisions for utility plant, as a percentage of the original cost, for the periods
ended December 31, 2015, 2014 and 2013 were as follows:

2015 2014 2013
Electric Operations 3.1 % 3.0 % 3.2 %
Gas Distribution Operations 2.0 % 2.1 % 2.1 %

For rate-regulated companies, AFUDC is capitalized on all classes of property except organization costs, land, autos,
office equipment, tools and other general property purchases. The allowance is applied to construction costs for that
period of time between the date of the expenditure and the date on which such project is placed in service. The pre-tax
rate for AFUDC was 4.7% in 2015, 4.5% in 2014 and 4.1% in 2013.

Generally, NiSource’s subsidiaries follow the practice of charging maintenance and repairs, including the cost of
removal of minor items of property, to expense as incurred. When regulated property that represents a retired unit is
replaced or removed, the cost of such property is credited to utility plant, and such cost, net of salvage, is charged to
the accumulated provision for depreciation in accordance with composite depreciation.

H. Carrying Charges and Deferred Depreciation. NIPSCO has capitalized debt-based carrying charges and
deferred depreciation related to Sugar Creek in accordance with the February 18, 2008 Order of the [IURC. The
deferral of Sugar Creek debt-based carrying charges and the deferral of depreciation ceased in December 2011 and
deferred balances are being amortized over five years beginning January 2012. As of December 31, 2015, the
remaining balance to be amortized is $14.3 million. An additional $13.9 million is deferred for consideration in
NIPSCO's current electric base rate case. Management believes this amount is probable of recovery through future
rates.

In 2005, the PUCO authorized Columbia of Ohio to revise its depreciation accrual rates for the period beginning
January 1, 2005. The revised depreciation rates are now higher than those which would have been utilized if Columbia
of Ohio were not subject to regulation. The amount of depreciation that would have been recorded for 2005 through
2015 had Columbia of Ohio not been subject to rate regulation is a combined $559.8 million, $66.4 million less than
the $626.2 million reflected in rates. The regulatory asset was $65.3 million and $72.3 million as of December 31,
2015 and 2014, respectively. The amount of depreciation that would have been recorded for 2015 had Columbia of
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Ohio not been subject to rate regulation is $74.7 million, $7.0 million less than the $81.7 million reflected in rates.
Columbia of Ohio has PUCO approval to defer depreciation associated with its IRP and capital expenditure program.
As of December 31, 2015, depreciation of $38.5 million was deferred for the programs. Recovery of the IRP
depreciation is approved annually through the IRP rider (see Note 7, "Regulatory Matters"). The equivalent of annual
depreciation expense, based on the average life of the related assets, is included in the calculation of the rider
approved by the PUCO and billed to customers. Deferred
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depreciation expense is recognized as the rider is billed to customers. The recovery mechanism for depreciation
associated with the capital expenditure program will be addressed in a separate proceeding.

L Amortization of Software Costs. External and internal costs associated with computer software developed for
internal use are capitalized. Capitalization of such costs commences upon the completion of the preliminary stage of
each project. Once the installed software is ready for its intended use, such capitalized costs are amortized on a
straight-line basis generally over a period of five years. NiSource amortized $41.1 million in 2015, $33.7 million in
2014 and $31.3 million in 2013 related to software costs. NiSource’s unamortized software balance was $167.1 million
and $162.3 million at December 31, 2015 and 2014, respectively.

J. Goodwill and Other Intangible Assets. NiSource has $1,690.7 million in goodwill. Substantially all goodwill
relates to the excess of cost over the fair value of the net assets acquired in the Columbia acquisition on November 1,
2000. In addition, NiSource has other intangible assets consisting primarily of franchise rights apart from goodwill
that were identified as part of the purchase price allocations associated with the acquisition of Columbia of
Massachusetts, a wholly-owned subsidiary of NiSource, which is being amortized on a straight-line basis over forty
years from the date of acquisition. See Note 5, "Goodwill and Other Intangible Assets," for additional information.

K. Long-lived Assets. NiSource’s Consolidated Balance Sheets contain significant long-lived assets other than
goodwill

and intangible assets discussed above. As a result, NiSource assesses the carrying amount and potential earnings of
these assets whenever events or changes in circumstances indicate that the carrying value could be impaired. There
were no significant impairments for the years ended December 31, 2015, 2014 and 2013.

L. Revenue Recognition. Revenue is recorded as products and services are delivered. Utility revenues are billed
to customers monthly on a cycle basis. Revenues are recorded on the accrual basis and include estimates for electricity
and gas delivered but not billed.

M.  Earnings Per Share. Basic EPS is computed by dividing net income attributable to NiSource by the
weighted-average number of shares of common stock outstanding for the period. The weighted average shares
outstanding for diluted EPS include the incremental effects of the various long-term incentive compensation plans.
The numerator in calculating both basic and diluted EPS for each year is reported net income attributable to NiSource.
The computation of diluted average common shares follows:

Diluted Average Common Shares Computation 2015 2014 2013
Denominator (thousands)

Basic average common shares outstanding 317,746 315,120 312,402
Dilutive potential common shares

Nonqualified stock options — 6 80
Shares contingently issuable under employee stock plans() — 1,066 708
Shares restricted under stock plans() 2,090 444 456
Diluted Average Common Shares 319,836 316,636 313,646

(1) Change due to Separation-related adjustments, see Note 13, "Share-Based Compensation."

N. Estimated Rate Refunds. Certain rate-regulated subsidiaries collect revenues subject to refund pending final
determination in rate proceedings. In connection with such revenues, estimated rate refund liabilities are recorded
which reflect management’s current judgment of the ultimate outcomes of the proceedings. No provisions are made
when, in the opinion of management, the facts and circumstances preclude a reasonable estimate of the outcome.
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0. Accounts Receivable Transfer Program. Certain of NiSource’s subsidiaries have agreements with third parties
to sell certain accounts receivable without recourse. These transfers of accounts receivable are accounted for as
secured borrowings. The entire gross receivables balance remains on the December 31, 2015 and 2014 Consolidated
Balance Sheets and short-term debt is recorded in the amount of proceeds received from the purchasers involved in the
transactions. Fees associated with the securitization transactions are recorded as interest expense. Refer to Note 17,
"Transfers of Financial Assets," for further information.
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p. Fuel Adjustment Clause. NIPSCO defers most differences between fuel and power purchase costs and the
recovery of such costs in revenue, and adjusts future billings for such deferrals on a basis consistent with applicable
state-approved tariff provisions.

Q. Gas Cost Adjustment Clause. All of NiSource’s Gas Distribution Operations subsidiaries defer most
differences between gas purchase costs and the recovery of such costs in revenues, and adjust future billings for such
deferrals on a basis consistent with applicable state-approved tariff provisions.

R. Gas Inventory. Both the LIFO inventory methodology and the weighted average cost methodology are used
to value natural gas in storage, as approved by regulators for each of NiSource’s regulated subsidiaries. Inventory
valued using LIFO was $50.2 million and $55.1 million at December 31, 2015, and 2014, respectively. Based on the
average cost of gas using the LIFO method, the estimated replacement cost of gas in storage was less than the stated
LIFO cost by $27.2 million and $15.8 million at December 31, 2015 and 2014, respectively. Inventory valued using
the weighted average cost methodology was $293.3 million at December 31, 2015 and $385.2 million at

December 31, 2014.

S. Accounting for Exchange and Balancing Arrangements of Natural Gas. NiSource’s Gas Distribution
Operations segment enters into balancing and exchange arrangements of natural gas as part of its operations and
off-system sales programs. NiSource records a receivable or payable for its respective cumulative gas imbalances as
well as for any gas inventory borrowed or lent under a Gas Distributions Operations exchange agreement. These
receivables and payables are recorded as “Exchange gas receivable” or “Exchange gas payable” on NiSource’s
Consolidated Balance Sheets, as appropriate.

T. Accounting for Risk Management Activities. NiSource accounts for its derivatives and hedging activities in
accordance with ASC 815. NiSource recognizes all derivatives as either assets or liabilities on the Consolidated
Balance Sheets at fair value, unless such contracts are exempted as a normal purchase normal sale under the
provisions of the standard. The accounting for changes in the fair value of a derivative depends on the intended use of
the derivative and resulting designation. There were no material derivative assets or liabilities as of December 31,
2015 and 2014.

U. Income Taxes and Investment Tax Credits. NiSource records income taxes to recognize full interperiod tax
allocations. Under the liability method, deferred income taxes are provided for the tax consequences of temporary
differences by applying enacted statutory tax rates applicable to future years to differences between the financial
statement carrying amount and the tax basis of existing assets and liabilities. Previously recorded investment tax
credits of the regulated subsidiaries were deferred on the balance sheet and are being amortized to book income over
the regulatory life of the related properties to conform to regulatory policy.

To the extent certain deferred income taxes of the regulated companies are recoverable or payable through future
rates, regulatory assets and liabilities have been established. Regulatory assets for income taxes are primarily
attributable to property related tax timing differences for which deferred taxes had not been provided in the past, when
regulators did not recognize such taxes as costs in the ratemaking process. Regulatory liabilities for income taxes are
primarily attributable to the regulated companies’ obligation to refund to ratepayers deferred income taxes provided at
rates higher than the current federal income tax rate. Such amounts are credited to ratepayers using either the average
rate assumption method or the reverse South Georgia method.

Pursuant to the U.S. Internal Revenue Code and relevant state taxing authorities, NiSource and its subsidiaries file
consolidated income tax returns for federal and certain state jurisdictions. NiSource and its subsidiaries are parties to
an agreement (the “Tax Allocation Agreement”) that provides for the allocation of consolidated tax liabilities. The Tax
Allocation Agreement generally provides that each party is allocated an amount of tax similar to that which would be
owed had the party been separately subject to tax. On June 30, 2015, in connection with the Separation, NiSource
entered into an additional Tax Allocation Agreement with CPG to set forth their agreement with respect to tax matters
for taxable periods prior to and including June 30, 2015.
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V.  Environmental Expenditures. NiSource accrues for costs associated with environmental remediation
obligations when the incurrence of such costs is probable and the amounts can be reasonably estimated, regardless of
when the expenditures are actually made. The undiscounted estimated future expenditures are based on currently
enacted laws and regulations, existing technology and estimated site-specific costs where assumptions may be made
about the nature and extent of site contamination, the extent of cleanup efforts, costs of alternative cleanup methods
and other variables. The liability is adjusted as further information is discovered or circumstances change. The
reserves for estimated environmental expenditures are recorded on the Consolidated Balance Sheets in “Legal and
environmental” reserves for short-term portions of these liabilities and “Other noncurrent liabilities” for the respective
long-term portions of these liabilities. Rate-regulated subsidiaries applying regulatory accounting establish
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regulatory assets on the Consolidated Balance Sheets to the extent that future recovery of environmental remediation
costs is probable through the regulatory process. Refer to Note 18, "Other Commitments and Contingencies," for
further information.

W. Excise Taxes. NiSource accounts for excise taxes that are customer liabilities by separately stating on its
invoices the tax to its customers and recording amounts invoiced as liabilities payable to the applicable taxing
jurisdiction. These types of taxes, comprised largely of sales taxes collected, are presented on a net basis affecting
neither revenues nor cost of sales. NiSource accounts for taxes for which it is liable by recording a liability for the
expected tax with a corresponding charge to “Other taxes” expense.

2.Recent Accounting Pronouncements

In January 2016, the FASB issued ASU 2016-01, Recognition and Measurement of Financial Assets and Financial
Liabilities. ASU 2016-01 makes limited amendments to the guidance in GAAP on the classification and measurement
of financial instruments. The standard requires entities to measure equity investments that do not result in
consolidation and are not accounted for under the equity method at fair value and recognize any changes in fair value
in net income unless the investments qualify for the new practicability exception. Additionally, entities will have to
record changes in instrument-specific credit risk for financial liabilities measured under the fair value option in other
comprehensive income. NiSource is required to adopt ASU 2016-01 for periods beginning after December 15, 2017,
including interim periods, with early adoption permitted for certain aspects of the standard. NiSource is currently
evaluating the impact the adoption of ASU 2016-01 will have on its Consolidated Financial Statements or Notes to
Consolidated Financial Statements.

In November 2015, the FASB issued ASU 2015-17, Income Taxes (Topic 740): Balance Sheet Classification of
Deferred Taxes. ASU 2015-17 requires entities to present deferred tax assets and liabilities as noncurrent on the
balance sheet. This ASU simplifies current guidance which requires entities to separately classify deferred tax assets
and liabilities as current or noncurrent on the balance sheet. NiSource is required to adopt ASU 2015-17 for periods
beginning after December 15, 2016, including interim periods, with early adoption permitted. NiSource adopted ASU
2015-17 as of December 31, 2015 for both current and prior periods. See Note 9, "Income Taxes," in the Notes to
Consolidated Financial Statements for more information on the impact of adopting this standard.

In July 2015, the FASB issued ASU 2015-11, Inventory (Topic 330): Simplifying the Measurement of Inventory.
ASU 2015-11 replaces the current lower of cost or market test with a lower of cost or net realizable value test. The
new standard applies only to inventories for which cost is determined by methods other than LIFO and the retail
inventory method. NiSource is required to adopt ASU 2015-11 for periods beginning after December 15, 2016,
including interim periods, with early adoption permitted. NiSource is currently evaluating the impact the adoption of
ASU 2015-11 will have on the Consolidated Financial Statements or Notes to Consolidated Financial Statements.

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606). ASU 2014-09
outlines a single, comprehensive model for entities to use in accounting for revenue arising from contracts with
customers and supersedes most current revenue recognition guidance. The core principle of the new standard is that an
entity should recognize revenue to depict the transfer of goods or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those goods or services. In July 2015, the
FASB deferred the effective date by one year for ASU 2014-09 to annual reporting periods beginning after December
15, 2017, including interim periods. Companies are permitted to adopt ASU 2014-09 on the original effective date of
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the ASU. NiSource is currently evaluating the impact the adoption of ASU 2014-09 will have on its Consolidated
Financial Statements or Notes to Consolidated Financial Statements.

In April 2015, the FASB issued ASU 2015-07, Disclosures for Investments in Certain Entities that Calculate Net
Asset Value (NAV) per Share (or its Equivalent). ASU 2015-07 eliminates the requirement to categorize investments
measured at NAV in the fair value hierarchy table. Instead, an entity is required to include those investments as a
reconciling line item so that the total fair value of investments in the footnote disclosure reconciles to the
Consolidated Balance Sheets. NiSource is required to adopt ASU 2015-07 for periods beginning after December 15,
2015, including interim periods, and the guidance is to be applied retrospectively, with early adoption permitted.
NiSource adopted ASU 2015-07 as of December 31, 2015. The adoption of this guidance did not have a material
impact on the Consolidated Financial Statements or Notes to Consolidated Financial Statements.

In April 2015, the FASB issued ASU 2015-05, Intangibles - Goodwill and Other-Internal-Use Software (Subtopic
350-40): Customer's Accounting for Fees Paid in a Cloud Computing Arrangement. ASU 2015-05 clarifies guidance
on determining whether
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a cloud computing arrangement contains a software license that should be accounted for as internal-use software.
NiSource is required to adopt ASU 2015-05 for periods beginning after December 15, 2015, including interim periods,
and the guidance is permitted to be applied either (1) prospectively to all agreements entered into or materially
modified after the effective date or (2) retrospectively, with early adoption permitted. NiSource is currently evaluating
the impact the adoption of ASU 2015-05 will have on the Consolidated Financial Statements or Notes to Consolidated
Financial Statements.

In April 2015, the FASB issued ASU 2015-03, Interest - Imputation of Interest (Subtopic 835-30): Simplifying the
Presentation of Debt Issuance Costs. ASU 2015-03 changes the way entities present debt issuance costs in financial
statements by presenting issuance costs on the balance sheet as a direct deduction from the related debt liability rather
than as a deferred charge. Amortization of these costs will continue to be reported as interest expense. NiSource is
required to adopt ASU 2015-03 for periods beginning after December 15, 2015, including interim periods, and the
guidance is to be applied retrospectively with early adoption permitted. NiSource adopted ASU 2015-03 as of
December 31, 2015. The adoption of this standard did not have a material impact on the Consolidated Financial
Statements or Notes to Consolidated Financial Statements.

3. Discontinued Operations

On July 1, 2015, NiSource completed the Separation through a special pro rata stock dividend, distributing one share
of CPG common stock for every one share of NiSource common stock held by any NiSource stockholder on June 19,
2015, the record date. The Separation resulted in two stand-alone energy infrastructure companies: NiSource, a fully
regulated natural gas and electric utilities company, and CPG, a natural gas pipeline, midstream and storage company.
As a stand-alone company, on the date of the Separation, CPG's operations consisted of NiSource's Columbia Pipeline
Group Operations segment prior to the Separation. Following the Separation, NiSource retained no ownership interest
in CPG. On the date of the Separation, CPG consisted of approximately $9.2 billion of assets, $5.6 billion of liabilities
and $3.6 billion of equity.

The results of operations and cash flows for the former Columbia Pipeline Group Operations segment have been
reported as discontinued operations for all periods presented. Additionally, the assets and liabilities of the former
Columbia Pipeline Group Operations segment were reclassified as assets and liabilities of discontinued operations for
all prior periods.

On September 1, 2013, NiSource sold the commercial and industrial natural gas portfolio of its unregulated natural
gas marketing business. The sale included the physical contracts and associated financial hedges that comprise the
portfolio, as well as the gas inventory and customer deposits of the business. For the year ended December 31, 2013,
an after tax loss of $1.5 million was included in Gain on Disposition of Discontinued Operations, net of taxes in the
Statements of Consolidated Income.

In January 2013, NiSource sold the service plan and leasing business lines of its Retail Services business. For the year

ended December 31, 2013, an after tax gain of $36.4 million was included in Gain on Disposition of Discontinued
Operations, net of taxes in the Statements of Consolidated Income.
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Results from discontinued operations are provided in the following table. These results are primarily from NiSource's

former Columbia Pipeline Group Operations segment.

(in millions)

Net Revenues

Transportation and storage revenues

Other revenues

Total Sales Revenues

Less: Cost of sales (excluding depreciation and amortization)
Net Revenues

Operating Expenses

Operation and maintenance

Depreciation and amortization

Gain on sale of assets

Other taxes

Total Operating Expenses

Equity Earnings in Unconsolidated Affiliates

Operating Income from Discontinued Operations

Other Income (Deductions)

Interest expense, net

Other, net

Total Other Income (Deductions)

Income from Discontinued Operations before Income Taxes
Income Taxes

Income (Loss) from Discontinued Operations - net of taxes

Year Ended

December 31, 2015

Columbia
Pipeline
Group
Operations

$561.4
94.3
655.7
0.2
655.5

375.8

66.4

(13.6 )
38.0

466.6

29.1

218.0

(37.1 )
7.8

(29.3 )
188.7

84.7
$104.0

() Includes approximately $55.4 million of transaction costs related to the Separation.
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(€Y

Corporate
and Other

0.4
0.4
0.4
0.9
$(0.5

Total

$561.4
943
655.7
0.2
655.5

375.8

66.4

(13.6 )
38.0

466.6

29.1

218.0

(37.1 )
8.2

(28.9 )
189.1

85.6

) $103.5

97



Edgar Filing: NISOURCE INC/DE - Form 10-K

Table of Contents
NISOURCE INC.
Notes to Consolidated Financial Statements

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

Year Ended

December 31, 2014

Columbia
(in millions) g‘ﬁf&;ﬂe Srf’;p(()’:ﬁz Total

Operations
Net Revenues
Transportation and storage revenues $1,034.3 $— $1,034.3
Other revenues 312.9 — 3129
Total Sales Revenues 1,347.2 — 1,347.2
Less: Cost of sales (excluding depreciation and amortization) 0.3 — 0.3
Net Revenues 1,346.9 — 1,346.9
Operating Expenses
Operation and maintenance 769.1 O — 769.1
Depreciation and amortization 118.6 — 118.6
Gain on sale of assets (34.5 ) (34.5
Other taxes 67.1 — 67.1
Total Operating Expenses 920.3 — 920.3
Equity Earnings in Unconsolidated Affiliates 46.6 — 46.6
Operating Income from Discontinued Operations 473.2 — 473.2
Other Income (Deductions)
Interest expense, net (64.1 ) (64.1
Other, net 8.9 (1.0 ) 7.9
Total Other Income (Deductions) (55.2 ) (1.0 ) (56.2
Income (Loss) from Discontinued Operations before Income Taxes 418.0 (1.0 ) 417.0
Income Taxes 143.5 (0.3 ) 143.2
Income (Loss) from Discontinued Operations - net of taxes $274.5 $(0.7 ) $273.8

() Includes approximately $23.7 million of transaction costs related to the Separation.
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Year Ended

December 31, 2013

Columbia
(in millions) glg)ej;ne Sﬁ%’:}i‘z Total

Operations
Net Revenues
Transportation and storage revenues $971.1 $— $971.1
Other revenues 208.7 2.5 211.2
Total Sales Revenues 1,179.8 2.5 1,182.3
Less: Cost of sales (excluding depreciation and amortization) 0.4 — 0.4
Net Revenues 1,179.4 2.5 1,181.9
Operating Expenses
Operation and maintenance 619.5 — 619.5
Depreciation and amortization 106.9 — 106.9
Gain on sale of assets (18.6 ) — (18.6 )
Other taxes 62.2 — 62.2
Total Operating Expenses 770.0 — 770.0
Equity Earnings in Unconsolidated Affiliates 35.9 — 359
Operating Income from Discontinued Operations 445.3 2.5 447.8
Other Income (Deductions)
Interest expense, net (39.5 ) — (39.5 )
Other, net 174 9.1 26.5
Total Other Income (Deductions) (22.1 ) 9.1 (13.0 )
Income from Discontinued Operations before Income Taxes 423.2 11.6 434.8
Income Taxes 153.3 53 158.6
Income from Discontinued Operations - net of taxes $269.9 $6.3 $276.2
Gain on Disposition of Discontinued Operations - net of taxes $— $34.9 $34.9

CPG’s financing requirements prior to the private placement of senior notes on May 22, 2015 were satisfied through
borrowings from NiSource Finance. Interest expense from discontinued operations primarily represents net interest
charged to CPG from NiSource Finance, less AFUDC. Subsequent to May 22, 2015, interest expense from
discontinued operations also includes interest incurred on CPG’s private placement of $2,750.0 million of senior notes.

Continuing Involvement

Natural gas transportation and storage services provided to NiSource by CPG were $147.6 million, $146.2 million and
$147.6 million for the years ended December 31, 2015, 2014 and 2013, respectively. Prior to July 1, 2015, these costs
were eliminated in consolidation. Beginning July 1, 2015, these costs and associated cash flows represent third-party
transactions with CPG and are not eliminated in consolidation, as such services have continued subsequent to the
Separation and are expected to continue for the foreseeable future.

As a result of the Separation, NiSource and CPG entered into Transition Services Agreements (TSAs). NiSource
expects the TSAs to terminate within 18 months from the date of the Separation. The TSAs set forth the terms and
conditions for NiSource and CPG to provide certain transition services to one another. Under the TSAs, NiSource
provides CPG certain information technology, financial and accounting, human resource and other specified services.
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For the period July 1, 2015 to December 31, 2015, the amounts NiSource billed CPG for these services were not
significant.

There were no material assets and liabilities of discontinued operations on the Consolidated Balance Sheets at
December 31, 2015.
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The assets and liabilities of discontinued operations on the Consolidated Balance Sheets at December 31, 2014 were:

December 31, 2014
N Columbia Pipeline
(in millions) Group Operations

Current Assets

Cash and cash equivalents $0.5
Accounts receivable, net 149.3
Gas inventory 4.8
Materials and supplies, at average cost 24.9
Exchange gas receivable 34.8
Regulatory assets 6.1
Prepayments and other 63.0
Total current assets $283.4
Noncurrent Assets

Net property, plant and equipment $4,959.7
Goodwill 1,975.5
Unconsolidated affiliates 4443
Other investments 5.6
Regulatory assets 151.9
Deferred charges and other 9.0
Total noncurrent assets $7,546.0
62
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December 31, 2014
L Columbia Pipeline
(in millions) Group Operations

Current Liabilities

Accounts payable $60.5
Customer deposits and credits 13.4
Taxes accrued 106.9
Exchange gas payable 34.7
Deferred revenue 22.2
Regulatory liabilities 1.3
Accrued liability for postretirement and postemployment benefits 0.6
Legal and environmental 1.5
Accrued capital expenditures 61.1
Other accruals 66.8
Total current liabilities $369.0
Noncurrent Liabilities

Deferred income taxes $1,214.3
Deferred investment tax credits 0.2
Deferred credits 0.2
Accrued liability for postretirement and postemployment benefits(!) (58.0 )
Regulatory liabilities 294.2
Asset retirement obligations 23.2
Other noncurrent liabilities 84.3
Total noncurrent liabilities $1,558.4

(1) Represents Columbia Pipeline Group segment's overfunded position in NiSource's net underfunded other
postretirement plan.
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4.Property, Plant and Equipment
NiSource’s property, plant and equipment on the Consolidated Balance Sheets are classified as follows:

At December 31, (in millions) 2015 2014

Property Plant and Equipment

Gas Distribution Utility) $10,620.4 $9,753.9
Electric Utility(D) 7,765.7 7,160.0
Common Utility 107.2 181.5
Construction Work in Process 453.6 573.0
Non-Utility and Other 41.2 43.1

Total Property, Plant and Equipment $18,988.1 $17,711.5
Accumulated Depreciation and Amortization

Gas Distribution Utility() $(3,029.0 ) $(2,922.7 )
Electric Utility() (3,767.7 ) (3,596.5 )
Common Utility (56.7 ) (110.3 )
Non-Utility and Other (23.2 ) (24.6 )
Total Accumulated Depreciation and Amortization $(6,876.6 ) $(6,654.1 )
Net Property, Plant and Equipment $12,111.5 $11,057.4

(1) NIPSCO’s common utility plant and associated accumulated depreciation and amortization are allocated between
Gas Distribution Utility and Electric Utility Property, Plant and Equipment.

5.Goodwill and Other Intangible Assets

The following presents NiSource's goodwill balance allocated by segment as of December 31, 2015:

Gas Distribution . . Corporate and
. Electric Operations
Operations Other

Goodwill $1,690.7 $— $— $1,690.7

(in millions) Total

Goodwill previously allocated to the former Columbia Pipeline Group Operations segment was disposed of in
conjunction with the Separation. For prior periods, such balances are presented within "Assets of discontinued
operations" on the Consolidated Balance Sheets. There were no other changes to the goodwill balance during 2015.

NiSource's intangible assets, apart from goodwill, consist of franchise rights, which were identified as part of the
purchase price allocations associated with the acquisition in February 1999 of Columbia of Massachusetts. These
amounts were $253.7 million and $264.7 million, net of accumulated amortization of $188.5 million and $177.5
million, at December 31, 2015 and 2014, respectively and are being amortized over forty years from the date of
acquisition. NiSource recorded amortization expense of $11.0 million in 2015, 2014, and 2013 related to its intangible
assets. NiSource expects amortization expense to be $11.0 million per year for 2016-2020.
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6. Asset Retirement Obligations

Changes in NiSource’s liability for asset retirement obligations for the years 2015 and 2014 are presented in the table
below:

(in millions) 2015 2014
Beginning Balance $136.2 $148.1
Accretion recorded as a regulatory asset/liability 8.6 8.2

Additions 6.5 0.3

Settlements (7.0 ) (2.2 )
Change in estimated cash flows (1) 109.7 (18.2 )
Ending Balance $254.0 $136.2

(DThe change in estimated cash flows for 2015 is primarily attributable to estimated costs associated with the EPA's
final rule for regulation of CCRs and changes to cost estimates for certain solid waste management units. See Note 18,
"Other Commitments and Contingencies," for additional information on CCRs. The change in estimated cash flows
for 2014 is primarily attributed to changes in estimated costs and settlement timing for electric generating stations and
to retire pipeline.

NiSource has recognized asset retirement obligations associated with various legal obligations including costs to
remove and dispose of certain construction materials located within many of NiSource’s facilities, certain costs to
retire pipeline, removal costs for certain underground storage tanks, removal of certain pipelines known to contain
PCB contamination, closure costs for certain sites including ash ponds, solid waste management units and a landfill,
as well as some other nominal asset retirement obligations. NiSource has a significant obligation associated with the
decommissioning of its two hydro facilities located in Indiana. These hydro facilities have an indeterminate life, and
no asset retirement obligation has been recorded.

Certain costs of removal that have been, and continue to be, included in depreciation rates and collected in the service
rates of the rate-regulated subsidiaries are classified as Regulatory liabilities on the Consolidated Balance Sheets.

7.Regulatory Matters

Regulatory Assets and Liabilities

NiSource follows the accounting and reporting requirements of ASC Topic 980, which provides that regulated entities
account for and report assets and liabilities consistent with the economic effect of regulatory rate-making procedures if
the rates established are designed to recover the costs of providing the regulated service and it is probable that such
rates can be charged and collected. Certain expenses and credits subject to utility regulation or rate determination
normally reflected in income or expense are deferred on the balance sheet and are recognized in the income statement
as the related amounts are included in customer rates and recovered from or refunded to customers.
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Regulatory assets were comprised of the following items:

At December 31, (in millions) 2015 2014
Assets

Unrecognized pension benefit and other postretirement benefit costs (see Note 10)  $928.7 $910.3
Other postretirement costs 47.0 46.7
Environmental costs (see Note 18-C) 62.2 65.9
Regulatory effects of accounting for income taxes (see Note 1-U) 234.1 231.8
Underrecovered gas costs (see Note 1-P and 1-Q) 34.8 32.0
Depreciation (see Note 1-H) 124.5 116.4
Uncollectible accounts receivable deferred for future recovery 17.0 26.1
Post-in-service carrying charges 107.2 87.8
EERM operation and maintenance and depreciation deferral 48.1 31.1
Sugar Creek carrying charges and deferred depreciation (see Note 1-H) 28.2 42.5
DSM Program 35.6 37.9
Other 139.3 1354
Total Assets $1,806.7 $1,763.9
Less amounts included as Underrecovered gas cost (34.8 ) (32.0 )
Total Regulatory Assets reflected in Current Regulatory Assets and Other Regulatory $1.771.9 $1.731.9
Assets

Regulatory liabilities were comprised of the following items:

At December 31, (in millions) 2015 2014
Liabilities

Overrecovered gas and fuel costs (see Notes 1-P and 1-Q) $148.1 $45.6
Cost of removal (see Note 6) 1,261.5 1,287.0
Regulatory effects of accounting for income taxes (see Note 1-U) 342 42.3
Unrecognized pension benefit and other postretirement benefit costs (see Note 10) 8.1 10.1
Other postretirement costs 38.8 31.9
Other 91.1 69.4
Total Liabilities $1,581.8 $1,486.3
Less amounts included as Overrecovered gas and fuel cost (148.1 ) (45.6 )
Total Regulatory Liabilities reflected in Current Regulatory Liabilities and Other $1.433.7 $1.440.7

Regulatory Liabilities and Other Removal Costs
Regulatory assets, including underrecovered gas and fuel cost, of approximately $1,668.7 million as of December 31,
2015 are not earning a return on investment. Regulatory assets of approximately $1,544.0 million include expenses
that are recovered as components of the cost of service and are covered by regulatory orders. These costs are
recovered over a remaining life of up to 41 years. Regulatory assets of approximately $262.7 million at December 31,
2015, require specific rate action.

As noted below, regulatory assets for which costs have been incurred or accrued are included (or expected to be
included, for costs incurred subsequent to the most recently approved rate case) in certain companies’ rate base,
thereby providing a return on invested costs. Certain regulatory assets do not result from cash expenditures and
therefore do not represent investments included in rate base or have offsetting liabilities that reduce rate base.
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Assets:

Unrecognized pension benefit and other postretirement benefit costs — In 2007, NiSource adopted certain updates of
ASC 715 which required, among other things, the recognition in other comprehensive income or loss of the actuarial
gains or losses and the prior service costs or credits that arise during the period but that are not immediately
recognized as components of net periodic benefit costs. Certain subsidiaries defer the costs as a regulatory asset in
accordance with regulatory orders or as a result of regulatory precedent, to be recovered through base rates.

Other postretirement costs — Primarily comprised of costs approved through rate orders to be collected through future
base rates, revenue riders or tracking mechanisms.

Environmental costs — Includes certain recoverable costs of investigating, testing, remediating and other costs related to
gas plant sites, disposal sites or other sites onto which material may have migrated. Certain companies defer the costs
as a regulatory asset in accordance with regulatory orders, to be recovered in future base rates, billing riders or
tracking mechanisms.

Regulatory effects of accounting for income taxes — Represents the deferral and under collection of deferred taxes in
the rate making process. In prior years, NiSource has lowered customer rates in certain jurisdictions for the benefits of
accelerated tax deductions. Amounts are expensed for financial reporting purposes as NiSource recovers deferred
taxes in the rate making process.

Underrecovered gas and fuel costs — Represents the difference between the costs of gas and fuel and the recovery of
such costs in revenue, and is used to adjust future billings for such deferrals on a basis consistent with applicable
state-approved tariff provisions. Recovery of these costs is achieved through tracking mechanisms.

Depreciation — Primarily relates to the difference between the depreciation expense recorded by Columbia of Ohio due
to a regulatory order and the depreciation expense recorded in accordance with GAAP. The regulatory asset is
currently being amortized over the life of the assets. Also included is depreciation associated with the Columbia of
Ohio IRP and capital expenditure program. Recovery of these costs is achieved through base rates and rider
mechanisms. Refer to Note 1-H for more information.

Uncollectible accounts receivable deferred for future recovery — Represents the difference between certain uncollectible
expenses and the recovery of such costs to be collected through cost tracking mechanisms per regulatory orders.
Post-in-service carrying charges — Columbia of Ohio has approval from the PUCO by regulatory order to defer
debt-based post-in-service carrying charges as a regulatory asset for future recovery. As such, Columbia of Ohio
defers a debt-based carrying charge on eligible property, plant and equipment from the time it is placed into utility
service until recovery of the property, plant and equipment is included in customer rates in base rates or through a
rider mechanism. Inclusion in customer rates generally occurs when Columbia of Ohio files its next rate proceeding
following the in-service date of the property, plant and equipment.

EERM operation and maintenance and depreciation deferral — NIPSCO obtained approval from the ITURC to recover
certain environmental related costs including operation and maintenance and depreciation expense once the
environmental facilities become operational. Recovery of these costs will continue until such assets are included in
rate base through an electric base rate case. The EERM deferred charges represent expenses that will be recovered
from customers through an annual EERM Cost Tracker which authorizes the collection of deferred balances over a
twelve month period.

Sugar Creek carrying charges and deferred depreciation — The IURC approved the deferral of debt-based carrying
charges and the deferral of depreciation expense for the Sugar Creek assets. NIPSCO continued to defer such amounts
until new electric rates were approved and implemented on December 27, 2011. Balances are being amortized over
five years beginning January 2012. As of December 31, 2015, the remaining unamortized balance is $14.3 million. An
additional $13.9 million is deferred for consideration in NIPSCO's current electric base rate case. Management
believes this amount is probable of recovery through future rates.
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DSM Program - Represents costs associated with Gas Distribution Operations and Electric Operations companies'
energy efficiency and conservation programs. Costs are recovered through tracking mechanisms.

Liabilities:
Overrecovered gas and fuel costs — Represents the difference between the cost of gas and fuel and the recovery of such

costs in revenues, and is the basis to adjust future billings for such recoveries on a basis consistent with applicable
state-approved tariff provisions. Refunding of these revenues is achieved through tracking mechanisms.
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Cost of removal — Represents anticipated costs of removal that have been, and continue to be, included in depreciation
rates and collected in customer rates of the rate-regulated subsidiaries for future costs to be incurred.

Regulatory effects of accounting for income taxes — Represents amounts owed to customers for deferred taxes collected
at a higher rate than the current statutory rates and liabilities associated with accelerated tax deductions owed to
customers that are established during the rate making process.

Unrecognized pension benefit and other postretirement benefit costs — In 2007, NiSource adopted certain updates of
ASC 715 which required, among other things, the recognition in other comprehensive income or loss of the actuarial
gains or losses and the prior service costs or credits that arise during the period but that are not immediately
recognized as components of net periodic benefit costs. Certain subsidiaries defer the costs as a regulatory liability in
accordance with regulatory orders or as a result of regulatory precedent, to be refunded through base rates.

Other postretirement costs — Primarily represents cash contributions in excess of postretirement benefit expense that is
deferred as a regulatory liability by certain subsidiaries in accordance with regulatory orders.

Gas Distribution Operations Regulatory Matters

Significant Rate Developments. On April 30, 2013, Indiana Governor Pence signed Senate Enrolled Act 560, the
TDSIC statute, into law. Among other provisions, this legislation provides for cost recovery outside of a base rate
proceeding for new or replacement electric and gas transmission, distribution, and storage projects that a public utility
undertakes for the purposes of safety, reliability, system modernization, or economic development. Provisions of the
TDSIC statute require that, among other things, requests for recovery include a seven-year plan of eligible
investments. Once the plan is approved by the IURC, 80 percent of eligible costs can be recovered using a periodic
rate adjustment mechanism. The cost recovery mechanism is referred to as a TDSIC mechanism. Recoverable costs
include a return on, and of, the investment, including AFUDC, post-in-service carrying charges, operation and
maintenance expenses, depreciation, and property taxes. The remaining 20 percent of recoverable costs are to be
deferred for future recovery in the public utility’s next general rate case. The periodic rate adjustment mechanism is
capped at an annual increase of no more than two percent of total retail revenues. On April 30, 2014, the IURC issued
an order approving NIPSCQO's gas TDSIC seven-year plan. On May 29, 2014, the NIPSCO Industrial Group filed a
Notice of Appeal with the Indiana Court of Appeals in response to the [IURC's April 30, 2014 ruling. Subsequently,
the NIPSCO Industrial Group filed a Voluntary Notice of Dismissal, which was granted with prejudice. On January
28, 2015, the IURC issued an order approving NIPSCO's gas TDSIC-1 and a revised gas TDSIC seven-year plan of
eligible investments for a total of approximately $840 million with the ITURC. On August 31, 2015, NIPSCO filed
TDSIC-3 which included an updated seven-year plan of approximately $817 million with the [URC. An order is
expected in the first quarter of 2016.

On November 28, 2012, the PUCO approved Columbia of Ohio’s application to extend its Infrastructure Replacement
Program for an additional five years, allowing Columbia of Ohio to continue to invest and recover on its accelerated
main replacements. On November 25, 2014, Columbia of Ohio filed a Notice of Intent to file an application to adjust
rates associated with its IRP and DSM Riders. Columbia of Ohio filed its Application on February 27, 2015, and
requested authority to increase revenues by $24.7 million. On March 26, 2015, PUCO Staff filed Comments
recommending that the PUCO approve Columbia of Ohio’s application in full. On April 22, 2015, the PUCO issued an
Order that approved Columbia of Ohio's application. New rates went into effect on May 1, 2015. Now in the third year
of the extended program, Columbia of Ohio filed a Notice of Intent on November 25, 2015 to file an application to
adjust rates associated with its IRP and DSM Riders. The Notice of Intent states that Columbia of Ohio will file an
Application by February 28, 2016, in which it will request authority to increase revenues by up to $33.2 million.

On September 12, 2014, Columbia of Ohio filed an application that seeks authority to establish a regulatory asset and
defer, for accounting and financial reporting purposes, the expenditures to be incurred in implementing Columbia of
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Ohio’s Pipeline Safety Program. Columbia of Ohio requested authority to defer Pipeline Safety Program costs of up to
$15.0 million annually. By Order dated December 17, 2014, the PUCO approved Columbia of Ohio’s application,
approving a deferral of up to $15.0 million annually. As of December 31, 2015, Columbia of Ohio has deferred $11.6
million related to the program.

On December 24, 2012, Columbia of Ohio filed an application for authority to continue its capital expenditure
program in 2013 and succeeding years, and for the authority to defer the related post-in-service carrying charges,
depreciation expense, and property taxes on the assets of the capital expenditure program placed into service. As of
December 31, 2015, Columbia of Ohio has deferred $57.6 million related to the program.
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On March 19, 2015, Columbia of Pennsylvania filed a base rate case with the Pennsylvania PUC, seeking a revenue
increase of $46.2 million annually. The case was driven by Columbia of Pennsylvania’s ongoing capital investment
program which exceeded

$197.0 million in 2015 and is projected to exceed $220.0 million in 2016, as well as operation and maintenance
expenditures related to employee training and compliance with pipeline safety regulations. Columbia of
Pennsylvania's request for rate relief included the recovery of costs that will be incurred after the implementation of
new rates, as authorized by the Pennsylvania General Assembly with the passage of Act 11 of 2012. On August 27,
2015, the parties to the case filed a joint petition for approval of a settlement that features an annual revenue increase
of $28.0 million. The Pennsylvania PUC approved the petition on December 3, 2015, and Columbia of Pennsylvania
implemented new rates on December 18, 2015.

On April 30, 2014, Columbia of Virginia filed a base rate case with the VSCC seeking an annual revenue increase of
$31.8 million. New rates went into effect in October 2014, subject to refund. On December 10, 2014, Columbia of
Virginia presented at hearing a Stipulation and Proposed Recommendation (“Stipulation™) executed by certain parties to
the rate proceeding that included a base revenue increase of $25.2 million including recovery of costs related to the
implementation of pipeline safety programs. On March 30, 2015, the VSCC issued an Order Remanding for Further
Action approving the revenue increase of $25.2 million contained in the Stipulation, but remanding for further
proceedings the single issue of the manner in which fixed costs were to be assigned to the fixed customer charges of
each rate class. Following a hearing, the VSCC on August 21, 2015 issued a Final Order resolving the fixed customer
charge and allowing Columbia of Virginia to implement new rates.

On July 7, 2014, the Governor of Massachusetts signed into law Chapter 149 of the Acts of 2014, An Act Relative to
Natural Gas Leaks (“the Act’). The Act authorizes natural gas distribution companies to file gas infrastructure
replacement plans with the Massachusetts DPU to address the replacement of aging natural gas pipeline infrastructure.
In addition, the Act provides that the Massachusetts DPU may, after review of the plans, allow the proposed estimated
costs of the plan into rates as of May 1 of the subsequent year. Pursuant to the Act, Columbia of Massachusetts filed
its first Gas System Enhancement Program (“GSEP”) plan on October 31, 2014, for the 2015 construction year (“2015
GSEP”) proposing to recover $2.6 million. After review, the Massachusetts DPU approved the Columbia of
Massachusetts’s 2015 GSEP for effect May 1, 2015 and, in accordance with the Act, Columbia of Massachusetts will
file the reconciliation of the 2015 GSEP on May 1, 2016. On October 30, 2015, Columbia of Massachusetts filed its
GSEP for the 2016 construction year. Columbia of Massachusetts proposed to recover an increment of $6.4 million
for the costs associated with the replacement of eligible leak-prone infrastructure during the 2016 construction year for
a cumulative proposed revenue requirement recovery of $9.0 million effective May 1, 2016. The Massachusetts DPU
is currently reviewing the plan and is expected to issue an order prior to May 1, 2016.

On October 30, 2009, the Massachusetts DPU approved Columbia of Massachusetts's revenue decoupling mechanism
that was filed in its base rate case. This allows Columbia of Massachusetts to apply annual adjustments to its Peak and
Off-peak rates. On March 16, 2015, Columbia of Massachusetts filed its Off-peak Period RDAF in the amount of $2.5
million for effect May 1, 2015. The Massachusetts DPU approved the rate for effect May 1, 2015, pending further
review and investigation. On August 5, 2015, the Massachusetts DPU issued its final order approving the rate. On
September 17, 2015, Columbia of Massachusetts filed its Peak Period RDAF in the amount of a credit to customers of
$17.1 million for effect November 1, 2015. The Massachusetts DPU approved the rate for effect November 1, 2015,
pending further review and investigation.

On April 16, 2015, Columbia of Massachusetts filed a base rate case with the Massachusetts DPU. The case, which
sought increased annual revenues of approximately $49.0 million, was designed to support Columbia of
Massachusetts's continued focus on providing safe and reliable service in compliance with increasing state and federal
regulations and oversight, and recovery of associated increased operations and maintenance costs. Columbia of
Massachusetts arrived at a settlement agreement with the Massachusetts Attorney General in the case which was filed
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for approval with the Massachusetts DPU on August 19, 2015 and approved on October 7, 2015. The settlement
agreement provides for increased annual revenues of $32.8 million beginning November 1, 2015, with an additional
$3.6 million annual increase in revenues starting November 1, 2016. The settlement also provides that Columbia of
Massachusetts cannot increase base distribution rates to become effective prior to November 1, 2018.

Columbia of Massachusetts's LDAF allows for the recovery of costs related to pension and other postretirement
expense, low income programs, environmental remediation programs, Attorney General expert witness costs and
energy efficiency programs. This allows Columbia of Massachusetts to file semi-annually to recover the cost in Peak
and Off-peak rates. On January 20, 2015, Columbia of Massachusetts filed its 2015 Off-Peak Period LDAF with a
proposed effective date of May 1, 2015. The 2015 Off-Peak Period LDAF of $70 million was approved on April 30,
2015, for effect May 1, 2015. On July 30, 2015, Columbia of Massachusetts filed its 2015-2016 Peak Period LDAF
and on September 17, 2015, Columbia of Massachusetts filed its 2015 PEF and 2015 RAAF, each with a proposed
effective date of November 1, 2015. The 2015-2016 Peak Period LDAF of $49.7 million
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effective November 1, 2015 was approved on October 30, 2015. The 2015 PEF and 2015 RAAF components of the
LDAF were approved subject to further investigation and reconciliation.

On August 7, 2015, Columbia of Maryland filed a base rate proceeding with the Maryland PSC, seeking an annual
revenue increase of approximately $0.7 million. The matter was fully litigated. On November 4, 2015, the Maryland
PSC issued an Order granting Columbia of Maryland authority to adjust its rates to produce an annual revenue
increase of $0.5 million. The new rates went into effect on November 5, 2015.

Cost Recovery and Trackers. A significant portion of the distribution companies' revenue is related to the recovery of
gas costs, the review and recovery of which occurs via standard regulatory proceedings. All states require periodic
review of actual gas procurement activity to determine prudence and to permit the recovery of prudently incurred
costs related to the supply of gas for customers. NiSource distribution companies have historically been found prudent
in the procurement of gas supplies to serve customers.

Certain operating costs of the NiSource distribution companies are significant, recurring in nature, and generally
outside the control of the distribution companies. Some states allow the recovery of such costs via cost tracking
mechanisms. Such tracking mechanisms allow for abbreviated regulatory proceedings in order for the distribution
companies to implement charges and recover appropriate costs. Tracking mechanisms allow for more timely recovery
of such costs as compared with more traditional cost recovery mechanisms. Examples of such mechanisms include
GCR adjustment mechanisms, tax riders, and bad debt recovery mechanisms.

Comparability of Gas Distribution Operations line item operating results is impacted by regulatory trackers that allow
for the recovery in rates of certain costs such as bad debt expenses. Increases in the expenses that are the subject of
trackers, result in a corresponding increase in net revenues and therefore have essentially no impact on total operating
income results.

Certain of the NiSource distribution companies have completed rate proceedings involving infrastructure replacement
or are embarking upon regulatory initiatives to replace significant portions of their operating systems that are nearing
the end of their useful lives. Each LDC's approach to cost recovery may be unique, given the different laws,
regulations and precedent that exist in each jurisdiction.

As further discussed above, NIPSCO has approval from the [URC to recover certain costs for transmission,
distribution and storage system improvements. On January 28, 2015, the [URC issued an order approving NIPSCO’s
gas TDSIC-1. The Order approved $4.4 million of net capital expenditures for the period ended June 30, 2014 and
granted ratemaking relief and accounting treatment. On February 27, 2015, NIPSCO filed gas TDSIC-2 which
included $43.3 million of net capital expenditures for the period ended December 31, 2014. Given the Indiana Court
of Appeals decision in NIPSCO's electric TDSIC filing (for further information, see "Electric Operations Regulatory
Matters" below), NIPSCO elected to dismiss its TDSIC-2 filing in favor of supplying further detailed plan updates in
the next proceeding, TDSIC-3. On August 31, 2015, NIPSCO filed TDSIC-3 which included $75.2 million of net
capital expenditures for the period ended June 30, 2015. An order is expected in the first quarter of 2016.

Electric Operations Regulatory Matters

Significant Rate Developments. As part of a multi-state effort to strengthen the electric transmission system serving
the Midwest, NIPSCO is currently investing in two projects that were authorized by the MISO and are scheduled to be
in service during the latter part of the decade. On July 19, 2012 and December 19, 2012, the FERC issued orders
approving construction work in progress in rate base and abandoned plant cost recovery requested by NIPSCO for the
100-mile, 345 kV transmission project and its right to develop 50 percent of the 66-mile, 765 kV project. On
December 19, 2012, the FERC issued an order authorizing NIPSCO's request to transition to forward looking rates,
allowing more timely recovery of NIPSCO's investment in transmission assets. On August 22, 2012, the IURC issued
an order authorizing NIPSCO to retain certain revenues under MISO Schedule 26-A. NIPSCO began recording
revenue in the first quarter of 2013 using a forward looking rate. These projects involve an investment of
approximately $450 million for NIPSCO and are anticipated to be in service by the end of 2018.
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On November 12, 2013, several complainants filed in opposition at the FERC regarding the 12.38% base ROE used to
set the MISO Transmission Owners' transmission rates and requested a reduction in the base ROE to 9.15%. The
complaint requested that the FERC limit the capital structure of MISO Transmission Owners to no more than 50%
common equity for ratemaking purposes and that the FERC eliminate incentive adders for membership in a RTO. On
October 16, 2014, the FERC issued an Order that dismissed the portions of the complaint that challenged
Transmission Owner capital structures and incentive adders; set the base ROE for hearing and suspended it to allow
for settlement; set a refund effective date of November 12, 2013; and directed the parties to the new two-step
discounted cash flow methodology established by the FERC. On December 22, 2015, the Administrative Law Judge
issued an Initial Decision which authorized the MISO Transmission Owners to collect a base ROE of
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10.32% for the period of November 12, 2013 through February 11, 2015. The Initial Decision is subject to approval
by the full Commission and is not a final order. On January 5, 2015, the FERC approved a 50-basis point adder for the
MISO Transmission Owners based on their continued participation in MISO. The FERC established an effective date
for the adder of January 6, 2015 but suspended collection of the adder for billing purposes until the November 12,
2013 complaint is resolved. On February 12, 2015, a second group of complainants filed in opposition to the 12.38%
base ROE, requesting a refund effective date of February 12, 2015 and recommended a base ROE of 8.67%. Hearings
commenced on February 16, 2016 and the FERC anticipates that an initial decision will be issued on the second
complaint by June 30, 2016. NIPSCO recorded a liability of $3.4 million related to the complaints and will continue to
adjust the liability for ongoing activity.

On July 19, 2013, NIPSCO filed its electric TDSIC with the IURC. The filing included the seven-year plan of eligible
investments for a total of approximately $1.1 billion with the majority of the spend occurring in years 2016 through
2020. On February 17, 2014, the IURC issued an order approving NIPSCO’s seven-year plan of eligible investments.
The order also granted NIPSCO ratemaking relief associated with the eligible investments through a rate adjustment
mechanism. The NIPSCO Industrial Group and the OUCC filed Notices of Appeal with the Indiana Court of Appeals
in response to the [URC's ruling. On November 25, 2014, NIPSCO’s requested TDSIC factors were approved on an
interim basis and subject to refund, pending the outcome of the appeals of the IURC’s February 17, 2014 Orders. On
April 8, 2015, the Court of Appeals issued an order concluding that the IURC erred in approving NIPSCO’s seven-year
plan given its lack of detail regarding the projects for years two through seven. The court then remanded the decision
to the IURC. On May 26, 2015, NIPSCO filed a settlement on remand which, among other things, requires NIPSCO
to file an electric base rate case proceeding by December 31, 2015 and a new seven-year electric TDSIC plan
following the filing of its next general rate case proceeding. The settlement agreement was rejected by the [IURC on
September 23, 2015. The settling parties filed a Petition for Rehearing on September 29, 2015 and were granted a
rehearing which was held on October 28, 2015. On December 16, 2015, the IURC issued an Order on Remand
approving the settlement agreement and NIPSCO’s seven-year electric plan as set forth in the remand proceeding,
subject to certain modifications.

On December 31, 2015, NIPSCO filed a new electric seven-year plan of eligible investments for a total of
approximately $1.3 billion covering spend in years 2016 through 2022. NIPSCO expects to make a TDSIC rate
adjustment mechanism filing later in 2016 to seek recovery and ratemaking relief of such investments. NIPSCO
expects a final order in the seven-year plan filing in the third quarter of 2016.

On October 1, 2015, NIPSCO filed an electric base rate case with the IURC, seeking a revenue increase of
approximately $148.0 million. As part of this filing, NIPSCO is proposing to update base rates for previously incurred
infrastructure improvements, revised depreciation rates, and the inclusion of previously approved environmental and
federally mandated compliance costs. A final order is anticipated in the third quarter of 2016.

On November 12, 2014, the IURC issued an Order approving NIPSCO’s 2015 proposed electric energy efficiency
programs along with the continued authority to defer and recover the related 2015 program costs estimated to be $18.6
million and associated lost margins. On December 30, 2015, the [IURC approved, with modifications, NIPSCO’s
electric energy efficiency programs and budgets through December 31, 2018, including authorization to use its energy
efficiency recovery mechanism to recover program costs and lost margins, the latter capped at the lesser of four years
or the life of the measure.

Cost Recovery and Trackers. A significant portion of NIPSCO's revenue is related to the recovery of fuel costs to
generate power and the fuel costs related to purchased power. These costs are recovered through a FAC, a quarterly,
regulatory proceeding in Indiana.

Certain operating costs of the Electric Operations are significant, recurring in nature, and generally outside the control
of NIPSCO. The IURC allows for recovery of such costs via cost tracking mechanisms. Such tracking mechanisms
allow for abbreviated regulatory proceedings in order for NIPSCO to implement charges and recover appropriate
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costs. Tracking mechanisms allow for more timely recovery of such costs as compared with more traditional cost
recovery mechanisms. Examples of such mechanisms include electric energy efficiency programs, MISO non-fuel
costs and revenues, resource capacity charges, and environmental related costs.

NIPSCO has approval from the IURC to recover certain environmental related costs through an ECT. Under the ECT,
NIPSCO is permitted to recover (1) AFUDC and a return on the capital investment expended by NIPSCO to
implement environmental compliance plan projects through an ECRM and (2) related operation and maintenance and
depreciation expenses once the environmental facilities become operational through an EERM.
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On October 21, 2015, the IURC issued an order on ECR-26 approving NIPSCO’s request to begin earning a return on
$776.5 million of net capital expenditures for the period ended June 30, 2015. The order also approved a revised
capital cost estimate of $255.3 million for its Phase III multi-pollutant compliance plan projects related to the
Michigan City Unit 12 FGD, a decrease from the previous IURC approved cost estimate of $264.8 million and a
revised MATS capital cost estimate of $48.6 million, a decrease from the previous IURC approved cost estimate of
$59.3 million. On January 29, 2016, NIPSCO filed ECR-27 which included $800.7 million of net capital expenditures
for the period ended December 31, 2015. An order is expected in the second quarter of 2016.

As further discussed above, NIPSCO has approval from the IURC to recover certain costs for transmission and
distribution system improvements through the electric TDSIC. On November 25, 2014, the IURC approved, on an
interim basis and subject to refund pending the outcome of appeals, NIPSCO’s requested TDSIC factors associated
with the eligible investments, which included $19.4 million of net capital expenditures for the period ended June 30,
2014. As a result of the December 16, 2015 IURC Order on Remand described above, NIPSCO began refunding all
monies that were collected through the electric TDSIC mechanism pursuant to the November 25, 2014 IURC order.
NIPSCO was authorized to defer, as a regulatory asset, 100% of all TDSIC costs incurred since March 1, 2014 in
connection with its 2014 and 2015 eligible TDSIC investments, as specified in the December 16, 2015 Order on
Remand, until such deferral is recovered as part of a general rate case. As of December 31, 2015, there are no
regulatory assets associated with deferred TDSIC incurred costs on the Consolidated Balance Sheet.

8. Variable Interest Entities

In general, a VIE is an entity (1) that has an insufficient amount of at-risk equity to permit the entity to finance its
activities without additional financial subordinated support provided by any other parties, (2) whose at-risk equity
owners, as a group, do not have power, through voting rights or similar rights, to direct activities of the entity that
most significantly impact the entity’s economic performance or (3) whose at-risk owners do not absorb the entity’s
losses or receive the entity’s residual return. A VIE is required to be consolidated by a company if that company is
determined to be the primary beneficiary of the VIE.

NiSource would consolidate those VIEs for which it was the primary beneficiary. NiSource considers quantitative and
qualitative elements in determining the primary beneficiary. Qualitative measures include the ability to control an
entity and the obligation to absorb losses or the right to receive benefits from such entity.

NiSource’s analysis includes an assessment of guarantees, operating leases, purchase agreements, and other contracts,
as well as its investments and joint ventures. For items that have been identified as variable interests, or where there is
involvement with an identified VIE, an in-depth review of the relationship between the relevant entities and NiSource
is made to evaluate qualitative and quantitative factors to determine the primary beneficiary, if any, and whether
additional disclosures would be required under the current standard.

NIPSCO has a service agreement with Pure Air, a general partnership between Air Products and Chemicals, Inc. and
First Air Partners LP, under which Pure Air provides scrubber services to reduce sulfur dioxide emissions for Units 7
and 8 at the Bailly Generating Station. Services under this contract commenced on July 1, 1992 and expired on

June 30, 2012. The agreement was renewed effective July 1, 2012 for ten years and NIPSCO will continue to pay for
the services under a combination of fixed and variable charges. NiSource has made an exhaustive effort to obtain
information needed from Pure Air to determine the status of Pure Air as a VIE. However, NIPSCO has not been able
to obtain this information and, as a result, it is unclear whether Pure Air is a VIE and if NIPSCO is the primary
beneficiary. NIPSCO will continue to request the information required to determine whether Pure Air is a VIE.
NIPSCO has no exposure to loss related to the service agreement with Pure Air and payments under this agreement
were $19.5 million and $23.0 million for the years ended December 31, 2015 and 2014, respectively. In accordance
with GAAP, the renewed agreement was evaluated to determine whether the arrangement qualifies as a lease. Based
on the terms of the agreement, the arrangement qualified for capital lease accounting. As the effective date of the new
agreement was July 1, 2012, NiSource capitalized this lease beginning in the third quarter of 2012.

117



72

Edgar Filing: NISOURCE INC/DE - Form 10-K

118



Edgar Filing: NISOURCE INC/DE - Form 10-K

Table of Contents
NISOURCE INC.
Notes to Consolidated Financial Statements

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

9.Income Taxes
The components of income tax expense were as follows:

Year Ended December 31, (in millions) 2015 2014 2013

Income Taxes

Current

Federal $— $— $(11.6 )
State 6.0 54 1.8

Total Current 6.0 5.4 (9.8 )
Deferred

Federal 124.1 129.5 125.6

State 13.6 354 34 )
Total Deferred 137.7 164.9 122.2

Deferred Investment Credits 2.4 ) (3.5 ) (3.8 )
Income Taxes from Continuing Operations $141.3 $166.8 $108.6

Total income taxes from continuing operations were different from the amount that would be computed by applying
the statutory federal income tax rate to book income before income tax. The major reasons for this difference were as
follows:

Year Ended December 31, (in millions) 2015 2014 2013

Book income from Continuing Operations before $339.9 $423.0 $329.6
income taxes
Tax expense at statutory federal income tax rate ~ 118.9 350 % 148.1 350 % 1154 350 %
Increases (reductions) in taxes resulting from:
State income taxes, net of federal income tax

. 14.8 4.4 15.7 3.7 2.3 0.7
benefit
Regulatory treatment of depreciation differences 4.3 1.3 0.7 0.2 (0.5 ) (0.2 )
Amortization of deferred investment tax credits (2.4 ) (0.7 ) (3.5 ) (0.8 ) (3.8 ) (1.2 )
Nondeductible expenses 2.1 0.6 0.8 0.2 24 0.7
Employee stock ownership plan dividends 2.9 ) (09 ) (3.8 ) (09 ) (3.6 ) (1.0 )
AFUDC equity 3.5 ) (1.0 ) (35 ) (0.8 ) (B4 ) (1.0 )
Charitable contribution carryover 17.8 5.2 — — — —
Tax accrual adjustments and other, net (7.8 ) 23 ) 123 2.8 (0.2 ) (0.1 )
Income Taxes from Continuing Operations $141.3 41.6 % $166.8 394 % $108.6 329 %

The effective income tax rates were 41.6%, 39.4% and 32.9% in 2015, 2014 and 2013, respectively. The 2.2%
increase in the overall effective tax rate in 2015 versus 2014 was primarily the result of a $17.8 million increase in
federal income tax expense associated with write downs of charitable contribution carryovers discussed below, offset
by a $10.5 million decrease in income tax expense related to state apportionment changes and permanent items as a
result of remeasurement after the Separation. The 6.5% increase in the overall effective tax rate in 2014 versus 2013
was primarily a result of a $13.5 million increase in tax expense related to state apportionment changes and permanent
items, a $7.1 million increase due to Indiana state taxes discussed below, a $5.4 million increase in tax expense due to
Pennsylvania regulatory changes discussed below, and $4.1 million of additional state income tax expense related to
corporate restructuring.
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On December 18, 2015, the President signed into law the Protecting Americans from Tax Hikes Act of 2015 (PATH).
PATH, among other things, extends the research credit under U.S. Internal Revenue Code section 41 permanently and
also extended and modified bonus depreciation through 2019. In general, 50% bonus depreciation is available for
property placed in service before January 1, 2018, 40% bonus depreciation is available for property placed in service
before January 1, 2019 and 30% bonus depreciation
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is available for property placed in service before January 1, 2020. NiSource recorded the effects of PATH in the fourth
quarter of 2015.

As a result of PATH and 50% bonus depreciation being extended, NiSource recorded tax expense of $5.8 million in
2015 for the expiration of unused charitable contribution carryforwards which expired due to the 5 year carryover
limitation. NiSource also recorded a valuation allowance for an additional $12.0 million of charitable contribution
carryforwards that are set to expire in 2016-2019 in the event that NiSource does not have sufficient taxable income to
utilize the carryforward amounts.

On March 25, 2014, the governor of Indiana signed into law Senate Bill 1, which among other things, lowers the
corporate income tax rate from 6.5% to 4.9% over six years beginning on July 1, 2015. The reduction in the tax rate
will impact deferred income taxes and tax-related regulatory assets and liabilities recoverable in the ratemaking
process. In addition, deferred tax assets and liabilities, primarily deferred tax assets related to the Indiana net operating
loss carry forward, will be reduced to reflect the lower rate at which these temporary differences and tax benefits will
be realized. In the first quarter of 2014, NiSource recorded tax expense of $7.1 million to reflect the effect of this rate
change. This expense is largely attributable to the remeasurement of the Indiana net operating loss at the 4.9% rate.
The majority of NiSource’s tax temporary differences are related to NIPSCO’s utility plant.

As a result of a Pennsylvania PUC Order dated December 3, 2015, Columbia of Pennsylvania adjusted the flow
through in rates of tax benefits so that the unamortized balance of a change in accounting method for certain
capitalized costs of approximately $2.0 million at December 31, 2014 would be amortized through December 2016.
The amortization of excess tax benefits was $9.5 million in 2013, $4.1 million in 2014 and $1.4 million in 2015. On a
prospective basis, Columbia of Pennsylvania will recognize deferred tax expense, rather than flow through in rates,
the tax benefits resulting from the method change.

On May 22, 2015, NiSource received an acceptance letter from the IRS for its 2011-2013 audit examination. NiSource
had recorded a receivable at the end of 2014 in the amount of $6.0 million related to those tax years and in the second
quarter of 2015, NiSource recognized additional net operating loss carryforwards from the IRS related to the audit
examination. The recognition of the receivables and net operating loss carryforwards did not materially affect tax
expense or net income.

Deferred income taxes result from temporary differences between the financial statement carrying amounts and the tax
basis of existing assets and liabilities. The principal components of NiSource’s net deferred tax liability were as
follows:

At December 31, (in millions) 2015 2014

Deferred tax liabilities

Accelerated depreciation and other property differences $3,510.8 $2,964.6
Unrecovered gas and fuel costs 11.2 11.4

Other regulatory assets 403.3 610.6
Premiums and discounts associated with long-term debt 9.9 12.5

Total Deferred Tax Liabilities 3,935.2 3,599.1
Deferred tax assets

Other regulatory liabilities (74.4 ) (79.3 )
Cost of removal (5194 ) (527.7 )
Pension and other postretirement/postemployment benefits (243.8 ) (191.9 )
Environmental liabilities (45.9 ) (52.1 )
Net operating loss carryforward and Alternative Minimum Tax credit carryforward  (437.4 ) (372.7 )
Other accrued liabilities (89.0 ) (58.9 )
Other, net (160.0 ) (150.7 )
Total Deferred Tax Assets (1,569.9 ) (1,433.3 )
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Net Deferred Tax Liabilities $2,365.3 $2,165.8

NiSource adopted ASU 2015-17 as of December 31, 2015 and applied the provisions of the standard retrospectively.
As aresult, NiSource's balance sheet as of December 31, 2014 was adjusted to reclassify $272.1 million of deferred
income taxes from current assets to noncurrent liabilities. Refer to Note 2, "Recent Accounting Pronouncements," for
further information.
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State income tax net operating loss benefits are recorded at their realizable value. NiSource anticipates it is more
likely than not that it will realize $34.7 million and $31.7 million of these tax benefits as of December 31, 2015 and
2014, respectively, prior to their expiration. These tax benefits are primarily related to Indiana and Pennsylvania. The
carryforward periods for these tax benefits expire in various tax years from 2025 to 2035. The remaining net operating
loss carryforward tax benefit represents a Federal carryforward of $395.4 million that will expire in 2030 and an
Alternative Minimum Tax credit of $7.3 million that will carry forward indefinitely. In addition, for tax purposes, the
$395.4 million discussed above is increased by $29.0 million for the effect of excess equity compensation deductions
that will be realized upon the full utilization of the loss carryforward.

A reconciliation of the beginning and ending amounts of unrecognized tax benefits is as follows:

Reconciliation of Unrecognized Tax Benefits (in millions) 2015 2014 2013
Unrecognized Tax Benefits - Opening Balance $24.4 $23.7 $28.4

Gross increases - tax positions in prior period 0.4 — 1.6

Gross decreases - tax positions in prior period (23.9 ) (1.0 ) (214 )
Gross increases - current period tax positions — 1.7 15.1
Unrecognized Tax Benefits - Ending Balance $0.9 $24.4 $23.7

Offset for net operating loss carryforwards (0.9 ) (24.2 ) (23.0 )
Balance - Net of Net Operating Loss Carryforwards $— $0.2 $0.7

The IRS issued Revenue Procedure 2013-24 on April 30, 2013, which provided guidance for repairs related to
generation property. Among other things, the Revenue Procedure listed units of property and material components of
units of property for purposes of analyzing repair versus capitalization issues. NiSource adopted this Revenue
Procedure for income tax filings for 2014. NiSource evaluated and recorded the effect of this change in method
enabled by this Revenue Procedure as of December 31, 2013. As a result of the findings received in 2015 for the
2011-2014 audit, NiSource reversed its previously recorded unrecognized tax benefits related to the requested change
in tax accounting method. The reversal of the unrecognized tax benefits did not materially affect tax expense or net
income.

Offsetting the liability for unrecognized tax benefits are $0.9 million of related outstanding tax receivables and net
operating loss carryforwards resulting in a net balance of zero, including interest, related to the tax method change
issues.

Except as discussed above, there have been no other material changes in 2015 to NiSource's uncertain tax positions
recorded as of December 31, 2014.

The total amount of unrecognized tax benefits at December 31, 2015, 2014 and 2013 that, if recognized, would affect
the effective tax rate is $0.9 million, $4.1 million and $4.0 million, respectively. As of December 31, 2015, it is
reasonably possible that a $0.9 million decrease in unrecorded tax benefits could occur in 2016 due primarily to the
conclusion of the federal audit for tax year 2014.

NiSource recognizes accrued interest on unrecognized tax benefits, accrued interest on other income tax liabilities and
tax penalties in income tax expense. Interest expense recorded on unrecognized tax benefits and other income tax
liabilities was immaterial for all periods presented. There were no accruals for penalties recorded in the Statements of
Consolidated Income for the years ended December 31, 2015, 2014 and 2013 and there were no balances for accrued
penalties recorded on the Consolidated Balance Sheets as of December 31, 2015 and December 31, 2014.

NiSource is subject to income taxation in the United States and various state jurisdictions, primarily Indiana, West
Virginia, Pennsylvania, Kentucky, Massachusetts, Maryland and New York.

Because NiSource is part of the IRS’s Large and Mid-Size Business program, each year’s federal income tax return is
typically audited by the IRS. As of December 31, 2015, tax years through 2013 have been audited and are effectively
closed to further assessment. The audit of tax year 2014 under the CAP is expected to be completed in 2016. NiSource
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is also under the CAP for the audit of tax year 2015 and has been accepted into the program for the audit of tax year
2016.

The statute of limitations in each of the state jurisdictions in which NiSource operates remain open until the years are
settled for federal income tax purposes, at which time amended state income tax returns reflecting all federal income
tax adjustments are
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filed. As of December 31, 2015, there were no state income tax audits in progress that would have a material impact
on the consolidated financial statements.

10.Pension and Other Postretirement Benefits

NiSource provides defined contribution plans and noncontributory defined benefit retirement plans that cover certain
of its employees. Benefits under the defined benefit retirement plans reflect the employees’ compensation, years of
service and age at retirement. Additionally, NiSource provides health care and life insurance benefits for certain
retired employees. The majority of employees may become eligible for these benefits if they reach retirement age
while working for NiSource. The expected cost of such benefits is accrued during the employees’ years of service.
Current rates of rate-regulated companies include postretirement benefit costs, including amortization of the
regulatory assets that arose prior to inclusion of these costs in rates. For most plans, cash contributions are remitted to
grantor trusts.

In connection with the Separation, NiSource entered into an Employees Matters Agreement with CPG, which provides
that employees of CPG no longer participate in benefit plans sponsored by NiSource as of the Separation date. Upon
the completion of the Separation, the NiSource pension and other postretirement benefit plans transferred assets and
obligations to the CPG plans resulting in a net decrease in the pension plans underfunded status of $48.0 million and a
net increase in the other postretirement benefit plans underfunded status of $115.9 million. The 2014 amounts
included in the discussion below include balances related to CPG. Refer to Note 3, "Discontinued Operations," for
additional information.

NiSource Pension and Other Postretirement Benefit Plans’ Asset Management. NiSource employs a total return
investment approach whereby a mix of equities and fixed income investments are used to maximize the long-term
return of plan assets for a prudent level of risk. Risk tolerance is established through careful consideration of plan
liabilities, plan funded status, and asset class volatility. The investment portfolio contains a diversified blend of equity
and fixed income investments. Furthermore, equity investments are diversified across U.S. and non-U.S. stocks, as
well as growth, value, small and large capitalizations. Other assets such as private equity funds are used judiciously to
enhance long-term returns while improving portfolio diversification. Derivatives may be used to gain market exposure
in an efficient and timely manner; however, derivatives may not be used to leverage the portfolio beyond the market
value of the underlying assets. Investment risk is measured and monitored on an ongoing basis through quarterly
investment portfolio reviews, annual liability measurements, and periodic asset/liability studies.

NiSource utilizes a building block approach with proper consideration of diversification and rebalancing in
determining the long-term rate of return for plan assets. Historical markets are studied and long-term historical
relationships between equities and fixed income are analyzed to ensure that they are consistent with the widely
accepted capital market principle that assets with higher volatility generate greater return over the long run. Current
market factors such as inflation and interest rates are evaluated before long-term capital market assumptions are
determined. Peer data and historical returns are reviewed to check for reasonability and appropriateness.

The most important component of an investment strategy is the portfolio asset mix, or the allocation between the
various classes of securities available to the pension and other postretirement benefit plans for investment purposes.
The asset mix and acceptable minimum and maximum ranges established for the NiSource plan assets represents a
long-term view and are listed in the table below.

In 2012, a dynamic asset allocation policy for the pension fund was approved. This policy calls for a gradual reduction
in the allocation to return-seeking assets (equities, real estate, private equity and hedge funds) and a corresponding
increase in the allocation to liability-hedging assets (fixed income) as the funded status of the plans increase above
90% (as measured by the market value of qualified pension plan assets divided by the projected benefit obligations of
the qualified pension plans). The asset mix and acceptable minimum and maximum ranges established by the policy
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for the pension and other postre