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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

4} ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2017

OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d )

OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file number 001-16189

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

Delaware 35-2108964
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)
801 East 86th Avenue
Merrillville, Indiana 46410
(Address of principal executive offices) (Zip Code)

(877) 647-5990

(Registrant’s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered

Common Stock New York

Securities registered pursuant to Section 12(g) of the Act:  None
I ndicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes M No O
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or 15(d) of the Act. Yes O No ™

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12
months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.
YesM NolO

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any, every Interactive Data File required to be submitted and
posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit
and post such files).

YesM NoO

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405) is not contained herein, and will not be contained, to the best of
registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or an emerging growth
company. See the definition of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and "emerging growth company" in Rule 12-b-2 of the Exchange Act.
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Large accelerated filer 4 Accelerated filer O Emerging growth company [

Non-accelerated filer O Smaller reporting company [

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or revised financial
accounting standards provided pursuant to Section 13(a) of the Exchange Act. OI

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yesd No ™

The aggregate market value of the registrant's common stock, par value $0.01 per share (the "Common Stock") held by non-affiliates was approximately $8,237,384,461 based
upon the June 30, 2017, closing price of $25.36 on the New York Stock Exchange.

There were 337,410,827 shares of Common Stock outstanding as of February 12, 2018 .

Documents Incorporated by Reference

Part III of this report incorporates by reference specific portions of the Registrant’s Notice of Annual Meeting and Proxy Statement relating to the Annual Meeting of
Stockholders to be held on May 8, 2018 .
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DEFINED TERMS

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

NiSource Subsidiaries, Affiliates and Former Subsidiaries

Capital Markets NiSource Capital Markets, Inc.
Columbia Columbia Energy Group
Columbia of Kentucky Columbia Gas of Kentucky, Inc.
Columbia of Maryland Columbia Gas of Maryland, Inc.

Columbia of Massachusetts
Columbia of Ohio
Columbia of Pennsylvania

Columbia of Virginia

Bay State Gas Company
Columbia Gas of Ohio, Inc.
Columbia Gas of Pennsylvania, Inc.

Columbia Gas of Virginia, Inc.

Company NiSource Inc. and its subsidiaries, unless otherwise indicated by the context
CPG Columbia Pipeline Group, Inc.

CPPL Columbia Pipeline Partners LP

CPRC Columbia Gas of Pennsylvania Receivables Corporation

NIPSCO Northern Indiana Public Service Company LLC

NiSource NiSource Inc.

NiSource Corporate Services

NiSource Finance

Abbreviations

AFUDC Allowance for funds used during construction

AMRP Accelerated Main Replacement Program

AOCI Accumulated Other Comprehensive Income

ASC Accounting Standards Codification

ASU Accounting Standards Update

ATM At-the-market

Board Board of Directors

CAA Clean Air Act

CCGT Combined Cycle Gas Turbine

CCRs Coal Combustion Residuals

CEP Capital Expenditure Program

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

CO2 Carbon Dioxide

Columbia OpCo CPG OpCo LP

CPP Clean Power Plan

DPU Department of Public Utilities

DSM Demand Side Management

ECR Environmental Cost Recovery

ECT Environmental Cost Tracker

EERM Environmental Expense Recovery Mechanism

EGUs Electric utility steam generating unit

ELG Effluence limitations guidelines

NiSource Corporate Services Company

NiSource Finance Corporation
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EPA United States Environmental Protection Agency
EPS Earnings per share
FAC Fuel adjustment clause
FASB Financial Accounting Standards Board
FERC Federal Energy Regulatory Commission
FTRs Financial Transmission Rights
GAAP Generally Accepted Accounting Principles
GCA Gas cost adjustment
GCR Gas cost recovery
GHG Greenhouse gases
GSEP Gas System Enhancement Program
gwh Gigawatt hours
IBM International Business Machines Corp.
IPO Initial Public Offering
IRP Infrastructure Replacement Program
IRS Internal Revenue Service
IURC Indiana Utility Regulatory Commission
LDCs Local distribution companies
LIFO Last-in, first-out
MGP Manufactured Gas Plant
MISO Midcontinent Independent System Operator
Mizuho Mizuho Corporate Bank Ltd.
MMDth Million dekatherms
MPSC Maryland Public Service Commission
mw Megawatts
mwh Megawatt hours
NAAQS National Ambient Air Quality Standards
NOL Net Operating Loss
NYMEX The New York Mercantile Exchange
NYSE The New York Stock Exchange
ocCC Ohio Consumers' Counsel
OPEB Other Postretirement and Postemployment Benefits
PATH Protecting Americans from Tax Hikes Act of 2015
PCB Polychlorinated biphenyls
PHMSA U.S. Department of Transportation Pipeline and Hazardous Materials Safety
Administration
PISCC Post-in-service carrying charges
PNC PNC Bank N.A.
ppb Parts per billion
PSC Public Service Commission
PUC Public Utility Commission
PUCO Public Utilities Commission of Ohio
RCRA Resource Conservation and Recovery Act
RDAF Revenue decoupling adjustment factor
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Separation The separation of NiSource's natural gas pipeline, midstream and storage
business from NiSource's natural gas and electric utility business accomplished
through the 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

Sugar Creek Sugar Creek electric generating plant

TCJA Tax Cuts and Jobs Act of 2017

TDSIC Transmission, Distribution and Storage System Improvement Charge
TUAs Transmission Upgrade Agreements

VIE Variable Interest Entity

VSCC Virginia State Corporation Commission

Note regarding forward-looking statements

This Annual Report on Form 10-K 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,
strategies, 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. 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 to the credit rating of NiSource or certain of its subsidiaries; 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; NiSource's ability to obtain expected financial or regulatory outcomes; any damage to NiSource's reputation; compliance with
environmental laws and the costs of associated liabilities; fluctuations in demand from residential and commercial customers; economic conditions of certain
industries; the success of NIPSCO's electric generation strategy; the price of energy commodities and related transportation costs; the reliability of customers and
suppliers to fulfill their payment and contractual obligations; potential impairments of goodwill or definite-lived intangible assets; changes in taxation and
accounting principles; potential incidents and other operating risks associated with NiSource's business; the impact of an aging infrastructure; the impact of climate
change; potential cyber-attacks; construction risks and natural gas costs and supply risks; extreme weather conditions; the attraction and retention of a qualified
workforce; advances in technology; the ability of NiSource's subsidiaries to generate cash; uncertainties related to the expected benefits of the Separation; the
ability of NiSource to manage new initiatives and organizational changes; the performance of certain third-party suppliers upon which NiSource relies; NiSource's
ability to obtain sufficient insurance coverage; and other 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 business segment, and the assumptions underlying the forward-looking statements relating
thereto, may change over time.

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

NIS OURCEINC.

NiSource Inc. 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.

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 3.5 million customers in seven states and operate approximately 60,000 miles of pipeline

located in our service areas described below. 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 830,000 customers in northern Indiana through its wholly-
owned subsidiary NIPSCO.

Electric Operations
NiSource generates, transmits and distributes electricity through its subsidiary NIPSCO to approximately 469,000 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: four units at R.M.
Schahfer located in Wheatfield, IN, two units at Bailly located in Chesterton, IN and one unit at Michigan City located in Michigan City, IN. The three operating
facilities have a net capability of 2,540 mw. NIPSCO also owns and operates Sugar Creek, a CCGT plant located in West Terre Haute, IN 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: Oakdale located at Lake Freeman in Carroll County, IN and Norway located at Lake Schahfer in White County,
IN. These facilities provide for a total system operating net capability of 3,281 mw.

Refer to Note 18, "Other Commitments and Contingencies," and Note 25, "Subsequent Event," in the Notes to Consolidated Financial Statements for additional
information on NIPSCO's long-term generation strategy.

NIPSCO’s transmission system, with voltages from 69,000 to 345,000 volts, consists of 2,843 circuit miles. NIPSCO is interconnected with five neighboring
electric utilities. During the year ended December 31, 2017, NIPSCO generated 65.2% and purchased 34.8% 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.

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. 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 are intended to
improve reliability and safety, enhance customer services and reduce emissions while generating sustainable returns.
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ITEM 1. BUSINESS

NIS OURCEINC.

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.

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.

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. Residential usage for the year ended December 31, 2017 decreased primarily due to warmer weather in the Company's operating area compared
to the prior year. While historically rate design at the distribution level has been structured such that a large portion of cost recovery is based upon throughput
rather than in a fixed charge, operating costs are largely incurred on a fixed basis and do not fluctuate due to changes in customer usage. As a result, Gas
Distribution Operations have 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 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 regulatory approval for 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 pilot residential weather normalization adjustment. Columbia of Maryland, Columbia of Virginia and Columbia of
Kentucky have 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.

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.

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 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 oil market.

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.

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, revenues from gas sales are more significant, and during the cooling season, which is primarily June through September, revenues from electric sales are
more significant, than in other months.
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NIS OURCEINC.

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, 2017, NiSource had 8,175 employees of whom 3,199 were subject to collective bargaining agreements. Collective bargaining agreements for
189 employees are set to expire within one year.

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 NiSource's proxy statements for the Company's 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 filings available without charge to the public on its web site at http.//www.nisource.com .
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ITEM 1A. RISK FACTORS

NIS OURCEINC.

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

We have substantial indebtedness which could adversely affect our financial condition.

Our businesses are capital intensive and we rely significantly on long-term debt to fund a portion of our capital expenditures and repay outstanding debt, and on
short-term borrowings to fund a portion of day-to-day business operations. We had total consolidated indebtedness of $9,002.2 million outstanding as of
December 31, 2017 . Our substantial indebtedness could have important consequences. For example, it could:

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

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

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

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

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

* increase vulnerability to general adverse economic and industry conditions; and

*  limit our ability to execute on our growth strategy, which is dependent upon access to capital to fund our substantial infrastructure investment program.

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

A drop in our credit ratings could adversely impact our cash flows, results of operation, financial condition and liquidity.

The availability and cost of credit for our businesses may be greatly affected by credit ratings. The credit rating agencies periodically review our ratings, taking
into account factors such as our capital structure and earnings profile. In 2017, 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 of Massachusetts’s Baa2 rating, with stable outlooks. In
2017, Standard & Poor’s affirmed the BBB+ senior unsecured ratings of NiSource and its subsidiaries and affirmed NiSource’s commercial paper rating of A-2,
with stable outlooks. In 2017, Fitch affirmed the long-term issuer default ratings of NiSource and NIPSCO to BBB and affirmed the commercial paper rating of F3,
with stable outlooks. A credit rating is not a recommendation to buy, sell or hold securities, and may be subject to revision or withdrawal at any time by the
assigning rating organization.

We are committed to maintaining investment grade credit ratings, however, there is no assurance we will be able to do so in the future. Our credit ratings could be
lowered 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 in the form of cash, a letter of credit or other forms
of security for new and existing transactions if the credit ratings of NiSource or certain of its subsidiaries are dropped below investment grade. These agreements
are primarily for insurance purposes and for the physical purchase or sale of gas or power. As of December 31, 2017, the collateral requirement that would be
required in the event of a downgrade below the ratings trigger levels would amount to approximately $46.1 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. If the credit ratings of NiSource or certain of its subsidiaries were downgraded, especially below investment
grade, financing costs and the principal amount of borrowings would likely increase due to the additional risk of our debt and because certain counterparties may
require additional credit support as described above. Such amounts may be material and could adversely affect our cash flows, results of operations and financial
condition.
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We may not be able to execute our business plan or growth strategy, including utility infrastructure investments.

Business or regulatory conditions may result in us not being able to execute our business plan or growth strategy, including identified, planned and other utility
infrastructure investments. Our customer and regulatory initiatives may not achieve planned results. Utility infrastructure investments may not materialize, may
cease to be achievable or economically viable and may not be successfully completed. Natural gas may cease to be viewed as an economically and environmentally
attractive fuel. Certain groups may oppose natural gas delivery and infrastructure investments because of perceived environmental impacts associated with the
natural gas supply chain and end use. Energy conservation, energy efficiency, distributed generation, energy storage and other factors may reduce energy demand.
Any of these developments could adversely affect our results of operations and growth prospects.

Adverse economic and market conditions or increases in interest rates could materially and adversely affect our results of operations, cash flows,
financial condition and liquidity.

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

We rely on access to the capital markets to finance our liquidity and long-term capital requirements, including expenditures for our utility infrastructure and to
comply with future regulatory requirements, to the extent not satisfied by the cash flow generated by our operations. We have historically relied on long-term debt
to fund a portion of our capital expenditures and repay outstanding debt, and on short-term borrowings to fund a portion of day-to-day business operations.
Successful implementation of our long-term business strategies, including capital investment, is dependent upon our ability to access the capital and credit markets,
including the banking and commercial paper markets, on competitive terms and rates. An economic downturn or uncertainty, market turmoil, changes in tax policy,
challenges faced by financial institutions, changes in our credit ratings, or a change in investor sentiment toward us or the utilities industry generally could
adversely affect our ability to raise additional capital or refinance debt. Reduced access to capital markets and/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. In addition, if any of these risks or uncertainties limit our access to the credit and capital markets or significantly increase our cost
of capital, it could limit our ability to implement, or increase the costs of implementing, our business plan, which, in turn, could materially and adversely affect our
results of operations, cash flows, financial condition and liquidity.

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. We have significant obligations in these areas and hold significant assets in these trusts. These assets are subject to market
fluctuations and may yield uncertain returns, which fall below our 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 our results of operations and financial position.

The majority of our revenues are subject to economic regulation and are exposed to the impact of regulatory rate reviews and proceedings.

Most of our revenues are subject to economic regulation at either the federal or state level. As such, the revenues generated by us are subject to regulatory review
by the applicable federal or state authority. These rate reviews determine the rates charged to customers and directly impact revenues. Our financial results are
dependent on frequent regulatory proceedings in order to ensure timely recovery of costs. Additionally, the costs of complying with future changes in
environmental and federal pipeline safety laws and regulations are expected to be significant, and their recovery through rates will be contingent on regulatory
approval.
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As a result of efforts to introduce market-based competition in certain markets where the regulated businesses conduct operations, we may compete with
independent marketers for customers. This competition exposes us to the risk that certain infrastructure investments may not be recoverable and may affect results
of our growth strategy and financial position.

Failure to adapt to advances in technology could make us less competitive.

A key element of our business model is that generating power at central station power plants achieves economies of scale and produces power at a competitive
cost. Research and development activities are ongoing for new technologies that produce power or reduce power consumption. These technologies include
renewable energy, distributed generation, energy storage, and energy efficiency. Advances in technology or changes in laws or regulations could reduce the cost of
these or other alternative methods of producing power to a level that is competitive with that of most central station power electric production or result in smaller-
scale, more fuel efficient, and/or more cost effective distributed generation. This could cause power sales to decline and the value of our generating facilities to
decline. In addition, a failure by us to effectively adapt to changes in technology could harm our ability to remain competitive in the marketplace for our products,
services and processes.

We are exposed to significant reputational risks, which make us vulnerable to a loss of cost recovery, increased litigation and negative public perception.

As a utility company, we are subject to adverse publicity focused on the reliability of our services, the speed with which we are able to respond effectively to
electric outages, natural gas leaks and similar interruptions caused by storm damage or other unanticipated events, as well as our own or third parties' actions or
failure to act. We are also subject to adverse publicity related to perceived environmental impacts. If customers, legislators, or regulators have or develop a
negative opinion of us, this could result in less favorable legislative and regulatory outcomes or increased regulatory oversight, increased litigation and negative
public perception. The imposition of any of the foregoing could have a material adverse effect on our business, results of operations, cash flow and financial
condition.

Our businesses are regulated under numerous environmental laws. The cost of compliance with these laws, and changes to or additions to, or
reinterpretations of the laws, could be significant. Liability from the failure to comply with existing or changed laws could have a material adverse effect
on our business, results of operations, cash flows and financial condition.

Our businesses are subject to extensive federal, state and local environmental laws and rules that regulate, among other things, air emissions, water usage and
discharges, and waste products such as coal combustion residuals. Compliance with these legal obligations require us to make expenditures for installation of
pollution control equipment, remediation, environmental monitoring, emissions fees, and permits at many of our facilities. These expenditures are significant, and
we expect that they will continue to be significant in the future. Furthermore, if we fail to comply with environmental laws and regulations or are found to have
caused damage to the environment or persons, even if caused by factors beyond our control, that failure or harm may result in the assessment of civil or criminal
penalties and damages against us and injunctions to remedy the failure or harm.

Existing environmental laws and regulations may be revised and new laws and regulations seeking to change environmental regulation of the energy industry may
be adopted or become applicable to us. Revised or additional laws and regulations may result in significant additional expense and operating restrictions on our
facilities or increased compliance costs, which may not be fully recoverable from customers through regulated rates and could, therefore, impact our financial
position, financial results and cash flow. Moreover, such costs could materially affect the continued economic viability of one or more of our facilities.

An area of significant uncertainty and risk are the laws concerning emission of GHG. While we continue to reduce GHG emissions through electric generation
with lower carbon intensity, priority pipeline replacement, energy efficiency, leak detection, and other programs, GHG emissions are an expected aspect of the
electric and natural gas business. Revised or additional future GHG legislation and/or regulation related to the generation of electricity or the extraction,
production, distribution and end use of natural gas could materially impact our financial position, financial results and cash flows.

Even in instances where legal and regulatory requirements are already known or anticipated, the original cost estimates for environmental capital projects,
remediation of past harm, or the costs of operating pollution reduction strategies or equipment 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 our financial position, financial results
and cash flows.
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A significant portion of the gas and electricity we sell is used by residential and commercial customers for heating and air conditioning. Accordingly,
fluctuations in weather, gas and electricity commodity costs and economic conditions impact demand of our customers and our operating results.

Energy sales are sensitive to variations in weather. Forecasts 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 our financial
results. Lastly, residential and commercial customers’ usage is sensitive to economic conditions and factors such as unemployment, consumption and consumer
confidence. Therefore, prevailing economic conditions may affect our financial results.

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

Business operations throughout our service territories have been and may continue to be adversely affected by economic events at the national and local level
where it operates. In particular, sales to large industrial 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.

The implementation of NIPSCO’s electric generation strategy, including the retirement of its coal generation units, may not achieve intended results.

On November 1, 2016, NIPSCO submitted its Integrated Resource Plan with the IURC setting forth its short- and long-term electric generation plans in an effort to
maintain affordability while providing reliable, flexible and cleaner sources of power. However, there are inherent risks and uncertainties, including changes in
market conditions, environmental regulations, commodity costs and customer expectations, which may impede NIPSCQO’s ability to achieve these intended results.
In addition, the Integrated Resource Plan included an intention to retire the Bailly coal generation units (Units 7 and 8) as soon as mid-2018 and two units (Units
17 and 18) at the R.M. Schahfer Generating Station by the end of 2023. The MISO subsequently approved NIPSCO’s plan to retire the two Bailly coal generation
units by May 31, 2018. On February 1, 2018, NIPSCO commenced a four-month outage of Bailly Generating Station Unit 8 to begin work on converting the unit
to a synchronous condenser (a piece of equipment designed to maintain voltage to ensure continued reliability on the transmission system). NIPSCO expects to
complete the retirement of Units 7 and 8 by May 31, 2018. NIPSCO’s electric generation strategy could require significant future capital expenditures, operating
costs and charges to earnings that may negatively impact our financial position, financial results and cash flows.

Fluctuations in the price of energy commodities or their related transportation costs or an inability to obtain an adequate, reliable and cost-effective fuel
supply to meet customer demands may have a negative impact on our financial results.

Our electric generating fleet is dependent on coal and natural gas for fuel, and our gas distribution operations purchase and resell much of the natural gas we
deliver. These energy commodities are vulnerable to price fluctuations and fluctuations in associated transportation costs. From time to time, we have used hedging
in order to offset fluctuations in commodity supply prices. We rely on regulatory recovery mechanisms in the various jurisdictions in order to fully recover the
commodity costs incurred in operations. However, while we have 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.

In addition, we depend on electric transmission lines, natural gas pipelines, and other transportation facilities owned and operated by third parties to deliver the
electricity and natural gas we sell to wholesale markets, supply natural gas to our gas storage and electric generation facilities, and provide retail energy services to
customers. If transportation is disrupted, or if capacity is inadequate, we may be unable to sell and deliver our gas and electric services to some or all of our
customers. As a result, we may be required to procure additional or alternative electricity and/or natural gas supplies at then-current market rates, which, if
disallowed, could have a material adverse effect on our businesses, financial condition, cash flows, results of operations and/or prospects.

We are exposed to risk that customers will not remit payment for delivered energy or services, and that suppliers or counterparties will not perform
under various financial or operating agreements.

Our 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. We monitor our credit risk exposure by obtaining credit reports and updated financial
information for customers and suppliers, and by evaluating the financial status of our banking partners and other counterparties by reference to market-based
metrics such as credit default swap pricing levels, and to traditional
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credit ratings provided by the major credit rating agencies. Adverse economic conditions could result in an increase in defaults by customers, suppliers and
counterparties.

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

In accordance with GAAP, we test goodwill for impairment at least annually and review our 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. We would be
required to record a charge in our 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. We are
subject to a financial covenant under our five-year revolving credit facility, which requires us to maintain a debt to capitalization ratio that does not exceed 70%. A
similar covenant in a 2005 private placement note purchase agreement requires us to maintain a debt to capitalization ratio that does not exceed 75%. As of
December 31, 2017, the ratio was 67.6% .

Changes in taxation and the ability to quantify such changes could adversely affect our financial results.

We are subject to taxation by the various taxing authorities at the federal, state and local levels where we do business. Legislation or regulation which could affect
our tax burden could be enacted by any of these governmental authorities. For example, on December 22, 2017, President Trump signed into law the TCJA, which
includes numerous provisions that will affect businesses, including changes to U.S. corporate tax rates, business-related exclusions, and deductions and credits. The
outcome of regulatory proceedings regarding the extent to which the effect of reduced corporate tax rate will be shared with customers and the time period over
which it will be shared could significantly impact future earnings and cash flows. Separately, a challenge by a taxing authority, our ability to utilize tax benefits
such as carryforwards or tax credits, or a deviation from other tax-related assumptions may cause actual financial results to deviate from previous estimates.

Changes in accounting principles may adversely affect our financial results.

Future changes in accounting rules and associated changes in regulatory accounting may negatively impact the way we record revenues, expenses, assets and
liabilities. These changes in accounting standards may adversely affect our financial condition and results 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.

Our gas distribution 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, other incidents, 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 our operations, adverse regulatory rulings and reputational harm, which in turn could lead to substantial losses for us. 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. These activities may subject us to litigation or administrative proceedings from
time to time, which could result in substantial monetary judgments, fines, or penalties against us, or be resolved on unfavorable terms. The occurrence of such
events could adversely affect our financial position and results of operations. In accordance with customary industry practice, we maintain 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 our financial results.

We have 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 us to properly maintain or upgrade these assets through inspection, scheduled maintenance and capital investment. The
failure to operate these assets as desired could result in gas leaks and other incidents and in our inability to meet firm service obligations, which could adversely
impact revenues, and could also result in increased capital expenditures and maintenance costs, which, if not fully recovered from customers, could negatively
impact our financial results.
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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. We have
experienced disruptions in the past from hurricanes and tornadoes and other events of this nature. The occurrence of such events could adversely affect our
financial position and results of operations. In accordance with customary industry practice, we maintain 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 our
business in many ways, including increasing the cost we incur in providing our products and services, impacting the demand for and consumption of our products
and services (due to change in both costs and weather patterns), and affecting the economic health of the regions in which we operate.

A cyber-attack on any of our or certain third-party computer systems upon which we rely may adversely affect our ability to operate.

We are reliant on technology to run our business, which is dependent upon financial and operational computer systems to process critical information necessary to
conduct various elements of our business, including the generation, transmission and distribution of electricity, operation of our gas pipeline facilities and the
recording and reporting of commercial and financial transactions to regulators, investors and other stakeholders. In addition to general information and cyber risks
that all large corporations face ( e.g. , malware, malicious intent by insiders and inadvertent disclosure of sensitive information), the utility industry faces evolving
cybersecurity risks associated with protecting sensitive and confidential customer information, electric grid infrastructure, and natural gas infrastructure. Increasing
large-scale corporate attacks in conjunction with more sophisticated threats continue to challenge power and utility companies. Any failure of our computer
systems, or those of our customers, suppliers or others with whom we do business, could materially disrupt our ability to operate our business and could result in a
financial loss and possibly do harm to our reputation.

Additionally, our information systems experience ongoing, often sophisticated, cyber-attacks by a variety of sources with the apparent aim to breach our cyber-
defenses. Although we attempt to maintain adequate defenses to these attacks and works through industry groups and trade associations to identify common threats
and assess our countermeasures, a security breach of our information systems could (i) impact the reliability of our generation, transmission and distribution
systems and potentially negatively impact our compliance with certain mandatory reliability standards, (ii) subject us 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 our customers or employees, and/or
(iii) impact our ability to manage our businesses.

Our capital projects and programs subject us to construction risks and natural gas costs and supply risks.

Our business requires substantial capital expenditures for investments in, among other things, capital improvements to our electric generating facilities, electric and
natural gas distribution infrastructure, natural gas storage, and other projects, including projects for environmental compliance. We are engaged in intrastate natural
gas pipeline modernization programs 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 we
undertake these projects and programs, we may not be able to complete them on schedule or at the anticipated costs. Additionally, we may construct or purchase
some of these projects and programs to capture anticipated future growth in natural gas production, which may not materialize, and may cause the construction to
occur over an extended period of time. We also may not receive the anticipated increases in revenue and cash flows resulting from such projects and programs until
after their completion. To the extent that delays occur, costs become unrecoverable, or we otherwise become unable to effectively manage and complete our capital
projects, our results of operations, cash flows, and financial condition may be adversely affected.

Sustained extreme weather conditions may negatively impact our operations.

We conduct our operations across a wide geographic area subject to varied and potentially extreme weather conditions, which may from time to time persist for
sustained periods of time. Despite preventative maintenance efforts, persistent weather related stress on our infrastructure may reveal weaknesses in our systems
not previously known to us or otherwise present various operational challenges across all business segments. Further, adverse weather may affect our ability to
conduct operations in a manner that satisfies customer expectations or contractual obligations, including by causing service disruptions.
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Failure to attract and retain an appropriately qualified workforce could harm our results of operations.

We operate in an industry that requires many of our employees to possess unique technical skill sets. Events such as an aging workforce without appropriate
replacements, the mismatch of skill sets to future needs, or the unavailability of contract resources may lead to operating challenges or increased costs. These
operating challenges include lack of resources, loss of knowledge, and a lengthy time period associated with skill development. In addition, current and prospective
employees may determine that they do not wish to work for us due to market, economic, employment and other conditions. Failure to hire and retain qualified
employees, including the ability to transfer significant internal historical knowledge and expertise to the new employees, may adversely affect our ability to
manage and operate our business. If we are unable to successfully attract and retain an appropriately qualified workforce, our results of operations could be
adversely affected.

We are a holding company and are dependent on cash generated by our subsidiaries to meet our debt obligations and pay dividends on our common
stock.

We are a holding company and conduct our operations primarily through our subsidiaries. Substantially all of our consolidated assets are held by our
subsidiaries. Accordingly, our ability to meet our debt obligations or pay dividends on our common stock 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 us, our ability to service our debt obligations or pay dividends
could be negatively affected.

The Separation may result in significant tax liabilities.

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

If we cannot effectively manage new initiatives and organizational changes, we will be unable to address the opportunities and challenges presented by
our strategy and the business and regulatory environment.

In order to execute on our sustainable growth strategy and enhance our culture of ongoing continuous improvement, we must effectively manage the complexity
and frequency of new initiatives and organizational changes. If we are unable to make decisions quickly, assess our opportunities and risks, and implement new
governance, managerial and organizational processes as needed to execute our strategy in this increasingly dynamic and competitive business and regulatory
environment, our financial condition, results of operations and relationships with our business partners, regulators, customers and shareholders may be negatively
impacted.

We outsource certain business functions to third-party suppliers and service providers, and substandard performance by those third parties could harm
our business, reputation and results of operations.

Utilities rely on extensive networks of business partners and suppliers to support critical enterprise capabilities across their organizations. We outsource certain
services to third parties in areas including construction services, information technology, materials, fleet, environmental, operational services and other areas.
Outsourcing of services to third parties could expose us to inferior service quality or substandard deliverables, which may result in non-compliance (including with
applicable legal requirements and industry standards) or reputational harm, which could negatively impact our results of operations. If any difficulties in the
operation of these systems were to occur, they could adversely affect our results of operations, or adversely affect our ability to work with regulators, unions,
customers or employees.

We may be unable to obtain insurance on acceptable terms or at all, and the insurance coverage we do obtain may not provide protection against all
significant losses.

Our ability to obtain insurance, as well as the cost and coverage of such insurance, could be affected by developments affecting our business; international,
national, state, or local events; and the financial condition of insurers. Insurance coverage may not continue to be available at all or at rates or terms similar to those
presently available to us. In addition, our insurance may not be sufficient or effective under all circumstances and against all hazards or liabilities to which we may
be subject. Any losses for which we are not fully insured or that are not covered by insurance at all could materially adversely affect our results of operations, cash
flows, and financial position.
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None.

ITEM 2. PROPERTIES

Discussed below are the principal properties held by NiSource and its subsidiaries as of December 31, 2017 .

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

Electric Operations
Refer to Item 1, "Business - Electric Operations" 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.

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 to regularly pay
such amounts, as and when due, unless contested in good faith. In general, the electric lines, gas pipelines and related facilities are located on land not owned by
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.

ITEM 3. LEGAL PROCEEDINGS

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,
2018.

Name Age Office(s) Held in Past 5 Years
Joseph Hamrock 54  President and Chief Executive Officer of NiSource since July 1, 2015.

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

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

Donald E. Brown 46  Executive Vice President and Chief Financial Officer of NiSource since June 2016.
Executive Vice President, Chief Financial Officer and Treasurer of NiSource from July 2015 to June 2016.
Executive Vice President, Finance Department of NiSource from March 2015 to July 2015.

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

Peter T. Disser 49  Vice President, Audit of NiSource since November 2017.
Vice President of Planning and Analysis of NiSource from June 2016 to November 2017.

Chief Financial Officer of NIPSCO from 2012 to June 2016.

Michael J. Finissi 56  Executive Vice President, Safety, Capital Execution and Technical Services of NiSource since May 2017.
Senior Vice President, Capital Execution of NiSource from July 2015 to May 2017.
Senior Vice President and Chief Operating Officer of NIPSCO from 2010 to July 2015.

Carrie J. Hightman 60  Executive Vice President and Chief Legal Officer of NiSource since 2007.

Carl W. Levander 56  Executive Vice President, Regulatory Policy and Corporate Affairs of NiSource since May 2016.
Executive Vice President and Chief Regulatory Officer of NiSource from July 2015 to May 2016.
President of Columbia of Virginia from 2006 to July 2015.

Violet G. Sistovaris 56  Executive Vice President and President, NIPSCO since October 2016.
Executive Vice President, NIPSCO from June 2015 to October 2016.
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 2008 to
May 2014.

Pablo A. Vegas 44  Executive President, Gas Segment and Chief Customer Officer of NiSource since May 2017.
Executive Vice President and President, Columbia Gas Group from May 2016 to May 2017.
President and Chief Operating Officer of American Electric Power Company from May 2012 to May 2016.

Teresa M. Smith 54 Vice President of Human Resources for NiSource Corporate Services Company since 2010.
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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, and dividends per share, during the periods indicated.

2017 2016
Dividend Per Dividend Per
High Low Share High Low Share

First Quarter $ 2429 § 21.65 § 0175 $ 2374 § 19.05 $ 0.155
Second Quarter 26.56 23.53 0.175 26.53 21.97 0.155
Third Quarter 27.29 24.96 0.175 26.94 23.20 0.165
Fourth Quarter 27.76 24.63 0.175 24.06 21.17 0.165
$ 0.700 $ 0.640

Holders of shares of NiSource’s common stock are entitled to receive dividends if and when 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 26, 2018 , meeting, the Board declared a quarterly common dividend of $0.195 per share, payable on February 20, 2018 to holders of record on
February 9, 2018 .

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 NiSource will continue to pay such dividends or the amount of such dividends.

As of February 12, 2018 , NiSource had 21,177 common stockholders of record and 337,410,827 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.

NiSource Inc.

Stock Price Performance Graph
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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
stockholders with such information, and therefore, shall not be deemed to be filed or incorporated by reference into any filings by NiSource under the Securities
Act or the Exchange Act.

The total shareholder 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, 2017, 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 millions except per share data ) 2017 2016 2015 2014 2013
Statement of Income Data:

Operating Revenues

Gas Distribution $ 2,063.2 $ 1,8509 $ 2,081.9 $ 2,597.8 $ 2,226.3

Gas Transportation 1,021.5 964.6 969.8 987.4 820.0

Electric 1,785.5 1,660.8 1,572.9 1,672.0 1,563.4

Other 4.4 16.2 27.2 15.2 15.7
Total Operating Revenues 4,874.6 4,492.5 4,651.8 5,272.4 4,625.4
Operating Income 910.6 858.2 799.9 789.1 698.1
Income from Continuing Operations 128.6 328.1 198.6 256.2 221.0
Balance Sheet Data:
Total Assets 19,961.7 18,691.9 17,492.5 24,589.8 22,473.6
Capitalization

Common stockholders’ equity 4,320.1 4,071.2 3,843.5 6,175.3 5,886.6

Long-term debt, excluding amounts due within one year 7,512.2 6,058.2 5,948.5 8,151.5 7,588.2
Total Capitalization $ 11,8323  $ 10,1294  $ 9,7920 $ 143268 $ 13,474.8
Per Share Data:
Basic Earnings Per Share from Continuing Operations ($) $ 0.39 $ 1.02 $ 0.63 $ 081 $ 0.71
Diluted Earnings Per Share from Continuing Operations (8$) $ 0.39 $ 1.01 $ 0.63 $ 0.81 $ 0.71
Other Data:
Dividends declared per share ($) $ 0.70 $ 0.64 $ 0.83 $ 1.02 $ 0.98
Shares outstanding at the end of the year (in thousands) 337,016 323,160 319,110 316,037 313,676
Number of common stockholders 21,009 22,272 30,190 25,233 26,965
Capital expenditures $ 1,753.8 $ 1,4904 $ 1,367.5 $ 1,339.6 $ 1,248.5
Number of employees 8,175 8,007 7,596 8,982 8,477

*  The decrease in income from continuing operations during 2017 was due primarily to increased tax expense as a result of the impact of adopting the
provisions of the TCJA and a loss on early extinguishment of long-term debt, as discussed below.

*  During the second quarter of 2017, NiSource Finance executed a tender offer for $990.7 million of outstanding notes consisting of a combination of its 6.40%
notes due 2018, 6.80% notes due 2019, 5.45% notes due 2020, and 6.125% notes due 2022. In conjunction with the debt retired, NiSource Finance recorded a
$111.5 million loss on early extinguishment of long-term debt, primarily attributable to early redemption premiums.

¢ 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 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.
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Other Information

EXECUTIVE SUMMARY

This Management’s Discussion and Analysis of Financial Condition and Results of Operations (Management’s Discussion) analyzes the financial condition, results
of operations and cash flows of NiSource and its subsidiaries. It also includes management’s analysis of past financial results and certain potential factors that may
affect future results, potential future risks and approaches that may be used to manage those risks. See "Note regarding forward-looking statements" at the
beginning of this report for a list of factors that may cause results to differ materially.

Management’s Discussion is designed to provide an understanding of NiSource's operations and financial performance and should be read in conjunction with the
Company's Consolidated Financial Statements and related Notes to Consolidated Financial Statements in this annual report.

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 which are
summarized for financial reporting purposes into two primary reportable segments: Gas Distribution Operations and Electric Operations.

Refer to the “Business” section under Item 1 of this annual report and Note 22, "Segments of Business," in the Notes to the Consolidated Financial Statements for
further discussion of NiSource's regulated utility business segments.

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 infrastructure investment programs. These strategies are intended to improve reliability and safety, enhance customer services
and reduce emissions while generating sustainable returns. Additionally, NiSource continues to pursue regulatory and legislative initiatives that will allow
residential customers not currently on NiSource's system to obtain gas service in a cost effective manner.

Summary of Consolidated Financial Results

NiSource's operations are affected by the cost of sales. Cost of sales for the Gas Distribution Operations segment is principally comprised of the cost of natural gas
used while providing transportation and distribution services to customers. Cost of sales for the Electric Operations segment is comprised of the cost of coal,
related handling costs, natural gas purchased for the internal generation of electricity at NIPSCO and the cost of power purchased from third-party generators of
electricity.

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 operating
revenues. As a result, NiSource believes net revenues, a non-GAAP financial measure defined as operating revenues less cost of sales (excluding depreciation and
amortization), provides management and investors a useful measure to analyze profitability. The presentation of net revenues herein is intended to provide
supplemental information for investors regarding operating performance. Net revenues do not intend to represent operating income, the most comparable GAAP
measure, as an indicator of operating performance and is not necessarily comparable to similarly titled measures reported by other companies.
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For the years ended December 31, 2017 , 2016 and 2015 , operating income and a reconciliation of net revenues to the most directly comparable GAAP measure,
operating income, was as follows:

Year Ended December 31, (in millions 2017 2016 2015 2017 vs. 2016 2016 vs. 2015
Operating Income $ 9106 $ 8582  $ 7999 $ 524 $ 58.3
Year Ended December 31, (in millions, except per share amounts) 2017 2016 2015 2017 vs. 2016 2016 vs. 2015
Operating Revenues 4,874.6 4,492.5 4,651.8 $ 382.1 $ (159.3)
Cost of Sales (excluding depreciation and amortization) 1,518.7 1,390.2 1,643.7 128.5 (253.5)
Total Net Revenues 3,355.9 3,102.3 3,008.1 253.6 94.2
Other Operating Expenses 2,445.3 2,244.1 2,208.2 201.2 359
Operating Income 910.6 858.2 799.9 52.4 58.3
Total Other Deductions (467.5) (348.0) (460.0) (119.5) 112.0
Income Taxes 314.5 182.1 141.3 132.4 40.8
Income from Continuing Operations 128.6 328.1 198.6 (199.5) 129.5
Basic Earnings Per Share from Continuing Operations $ 039 $ 1.02 § 0.63 $ 0.63) $ 0.39
Basic Average Common Shares Outstanding 3294 321.8 317.7 7.6 4.1

On a consolidated basis, NiSource reported income from continuing operations of $128.6 million or $0.39 per basic share for the twelve months ended
December 31, 2017 compared to $328.1 million or $1.02 per basic share for the same period in 2016 . The decrease in income from continuing operations during
2017 was due primarily to a charge to tax expense of $161.1 million as a result of implementing the provisions of the TCJA and a loss on early extinguishment of
long-term debt of $111.5 million, partially offset by increased operating income, as discussed below.

Operating Income
For the twelve months ended December 31, 2017 , NiSource reported operating income of $910.6 million compared to $858.2 million for the same period in 2016 .

The higher operating income was primarily due to increased net revenues, attributable to new rates from base rate proceedings, increased rates from incremental
capital spend on electric transmission projects at NIPSCO and the effects of increased customer growth, partially offset by warmer weather which reduced revenue
in 2017 compared to 2016. Additionally, operating expenses increased due to higher outside service costs, increased employee and administrative expenses, higher
depreciation expense, increased property and payroll taxes and higher environmental expenses.

Other Income (Deductions)
Other income (deductions) in 2017 reduced income $467.5 million compared to a reduction of $348.0 million in 2016 . This change is primarily due to a loss on
early extinguishment of long-term debt in 2017.

Income Taxes

On December 22, 2017, the President signed into law the TCJA, which, among other things, enacted significant changes to the Internal Revenue Code of 1986, as
amended, including a reduction in the maximum U.S. federal corporate income tax rate from 35% to 21%, and certain other provisions related specifically to the
public utility industry, including the continuation of certain interest expense deductibility and excluding 100% expensing of capital investments. These changes are
effective January 1, 2018. GAAP requires the effect of a change in tax law to be recorded in the period of enactment. As a result, in December 2017, NiSource
recorded a $161.1 million net increase in tax expense related primarily to the remeasurement of deferred tax assets for NOL carryforwards.

The reduction in the statutory U.S. federal corporate income tax rate in 2018 is expected to lead to a decrease in NiSource’s annual effective tax rate. NiSource is
still evaluating the full impact of the TCJA’s provisions on its future effective tax rate and cannot reasonably estimate its impact at this time.

Refer to “Liquidity and Capital Resources” below and Note 10, "Income Taxes," in the Notes to Consolidated Financial Statements for additional information on
income taxes.
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Capital Investment
In 2017, NiSource invested approximately $1.7 billion in cash capital expenditures across its gas and electric utilities. These expenditures were primarily aimed at

furthering the safety and reliability of the Company's gas distribution system, construction of new electric transmission assets and maintaining NiSource’s existing
electric generation fleet. NiSource continues to execute on an estimated $30 billion in total projected long-term regulated utility infrastructure investments and
expects to invest approximately $1.7 to $1.8 billion in capital during 2018 to continue to modernize and improve its system across all seven states.

Liquidity

As discussed in further detail below in “Liquidity and Capital Resources,” the enactment of the TCJA will have an unfavorable impact on NiSource’s liquidity
beginning in 2018; however, 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 2018 and beyond. At December 31, 2017 and 2016 , NiSource had
approximately $998.9 million and $683.7 million , respectively, of net 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 and Discussion of Segment
Operations” and “Liquidity and Capital Resources.”

Regulatory Developments
In 2017 , NiSource continued to move forward on core infrastructure and environmental investment programs supported by complementary regulatory and
customer initiatives across all seven states of its operating area. The discussion below summarizes significant regulatory developments that transpired during 2017

Gas Distribution Operations.

*  NIPSCO's base rate case remains pending before the [IURC. The request, which seeks NIPSCO's first natural gas base rate increase in more than 25 years,
supports continued investment in system upgrades, technology improvements and other measures to increase pipeline safety and system reliability.
Inclusive of various tracker programs, the case seeks an annual revenue increase of $117.9 million, which includes the impact of federal tax reform. An
order is expected in the second half of 2018.

*  Columbia of Ohio's pending settlement agreement to continue its IRP for a five-year extension was approved by the PUCO on January 31, 2018. This
well-established pipeline replacement program covers replacement of priority mainline pipe and targeted customer service lines.

+  NIPSCO continues to execute on its seven-year, $850 million gas infrastructure modernization program to further improve system reliability and safety.
On December 28, 2017 the IURC approved the latest tracker update request, covering $59.0 million of investments made in the first half of 2017.

» New rates went into effect on October 27, 2017 following approval of Columbia of Maryland's base rate case settlement by the MPSC. The settlement
supports continued accelerated replacement of aging pipe as well as adoption of additional pipeline safety upgrades and increases annual revenue by $2.4
million.

*  On October 31, 2017, Columbia of Massachusetts filed its GSEP for the 2018 construction year. Columbia of Massachusetts is proposing to recover
incremental revenue of $9.7 million including a waiver to collect the $3.1 million revenue requirement in excess of the GSEP cap provision. If the waiver
is not approved, the revenue requirement will be $6.6 million. An order is expected from the Massachusetts DPU in the second quarter of 2018, with new
rates effective May 1, 2018.

*  On March 17, 2017 the VSCC, by final order, approved a settlement agreement without modification in Columbia of Virginia's 2016 base rate case. The
settlement allows for a $28.5 million annual revenue increase and for Columbia of Virginia to recover investments that improve the overall safety and
reliability of its distribution system. The case also supported the growth of Columbia of Virginia's system driven by increased customer demand for
service. Columbia of Virginia implemented interim base rates, subject to refund, on September 28, 2016. Under the terms of the final order, during 2017
Columbia of Virginia refunded the difference between the interim customer rates implemented in 2016 and the rates approved by the final order.
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*  On April 26, 2017 the PUCO approved Columbia of Ohio's annual IRP rider adjustment. This order supports the continuation of significant infrastructure
investment and allows for $31.5 million in increased annual revenues on $235.9 million of investment.

Electric Operations.

»  NIPSCO continues to execute on its seven-year electric infrastructure modernization program, which includes enhancements to its electric transmission
and distribution system designed to further improve system safety and reliability. The IURC-approved program represents approximately $1.25 billion of
electric infrastructure investments expected to be made through 2022. On October 31, 2017 the IURC approved NIPSCO's latest tracker update request,
covering $133.6 million in investments from May 2016 through April 2017.

*  On December 13, 2017, the IURC approved a settlement in NIPSCO's November 2016 request to invest in environmental upgrades at its Michigan City
Unit 12 and R.M. Schahfer Units 14 and 15 generating facilities. The settlement included authority and cost recovery for the Company's approximately
$193 million of CCR projects.

* Aspartof its 2016 IRP, NIPSCO remains on schedule with its planned May 2018 retirement of Bailly Generating Station units 7 and 8. The retirement is
part of NIPSCO’s plan to retire 50 percent of its coal-fired generating fleet by the end of 2023.

Refer to Note 8 , “Regulatory Matters” and Note 18 -E, "Other Matters," in the Notes to Consolidated Financial Statements for a complete discussion of key
regulatory developments that transpired during 2017 .
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RESULTS AND DISCUSSION OF SEGMENT OPERATIONS

Presentation of Segment Information
NiSource’s operations are divided into two primary reportable segments: Gas Distribution Operations and Electric Operations.
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Gas Distribution Operations

For the years ended December 31, 2017 , 2016 and 2015 , operating income and a reconciliation of net revenues to the most directly comparable GAAP measure,

operating income, was as follows:

Year Ended December 31, (in millions 2017 2016 2015 2017 vs. 2016 2016 vs. 2015
Operating Income 545.6 574.0 555.8 (28.4) 18.2
Year Ended December 31, (dollars in millions) 2017 2016 2015 2017 vs. 2016 2016 vs. 2015
Net Revenues
Operating revenues 3,102.1 2,830.6 3,069.1 271.5 (238.5)
Less: Cost of sales (excluding depreciation and amortization) 1,005.0 895.4 1,155.5 109.6 (260.1)
Net Revenues 2,097.1 1,935.2 1,913.6 161.9 21.6
Operating Expenses
Operation and maintenance 1,095.3 937.2 945.3 158.1 8.1)
Depreciation and amortization 269.3 252.9 232.6 16.4 20.3
Loss on sale of assets and impairments, net 2.8 — 0.8 2.8 (0.8)
Other taxes 184.1 171.1 179.1 13.0 (8.0)
Total Operating Expenses 1,551.5 1,361.2 1,357.8 190.3 3.4
Operating Income 545.6 574.0 555.8 (28.4) 18.2
Revenues
Residential 2,029.4 1,823.4 2,055.2 206.0 (231.8)
Commercial 669.4 588.1 691.4 81.3 (103.3)
Industrial 217.5 194.3 217.6 23.2 (23.3)
Off-System 111.8 94.4 87.3 17.4 7.1
Other 74.0 130.4 17.6 (56.4) 112.8
Total 3,102.1 2,830.6 3,069.1 271.5 (238.5)
Sales and Transportation (MMDth)
Residential 2471 248.9 262.0 (1.8) (13.1)
Commercial 169.3 165.6 171.5 3.7 (5.9)
Industrial 517.5 517.7 522.7 0.2) (5.0)
Off-System 39.0 39.6 32.7 (0.6) 6.9
Other 0.3 0.1) 0.2) 0.4 0.1
Total 973.2 971.7 988.7 1.5 (17.0)
Heating Degree Days 4,927 5,148 5,459 (221) (311)
Normal Heating Degree Days 5,610 5,642 5,610 (32) 32
% Warmer than Normal (12)% 9)% 3)%
Gas Distribution Customers
Residential 3,168,516 3,141,736 3,113,337 26,780 28,399
Commercial 280,362 279,556 277,239 806 2,317
Industrial 6,228 6,240 6,465 (12) (225)
Other 4 — — 4 —
Total 3,455,110 3,427,532 3,397,041 27,578 30,491
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Comparability of line item operating results may be impacted by regulatory, tax and depreciation trackers (other than those for cost of sales) that allow for the
recovery in rates of certain costs. Therefore, increases in these tracked operating expenses are offset by increases in net revenues and have essentially no impact on
income from continuing operations.

2017 vs. 2016 Operating Income

For 2017 , Gas Distribution Operations reported operating income of $545.6 million , a decrease of $28.4 million from the comparable 2016 period.

Net revenues for 2017 were $2,097.1 million , an increase of $161.9 million from the same period in 2016 . The change in net revenues was primarily driven by:

New rates from base-rate proceedings and infrastructure replacement programs of $124.2 million.
Higher regulatory, tax and depreciation trackers, which are offset in expense, of $26.9 million.
The effects of increased customer growth of $10.3 million.

Higher revenues from increased industrial usage of $5.8 million.

Operating expenses were $190.3 million higher in 2017 compared to 2016 . This change was primarily driven by:

Increased employee and administrative expenses of $62.2 million.

Higher outside service costs of $52.8 million due to IT service provider transition costs, increased spend on strategic initiatives to enhance safety,
reliability and customer value and higher pipeline maintenance expenses.

Increased regulatory, tax and depreciation trackers, which are offset in net revenues, of $26.9 million.

Higher depreciation of $15.2 million due to increased capital expenditures placed in service.

Increased property taxes of $8.1 million due to higher capital expenditures placed in service and an accrual adjustment recorded in 2016.

Higher environmental costs of $4.7 million.

Increased materials and supplies expenses of $3.4 million from maintenance-related activities.

2016 vs. 2015 Operating Income

For 2016 , Gas Distribution Operations reported operating income of $574.0 million , an increase of $18.2 million from the comparable 2015 period.

Net revenues for 2016 were $1,935.2 million, an increase of $21.6 million from the same period in 2015 . The change in net revenues was primarily driven by:

New rates from base-rate proceedings and infrastructure replacement programs of $95.1 million.
The effects of increased customer count of $9.6 million.

Partially offset by:

Lower regulatory, tax and depreciation trackers, which are offset in expense, of $52.8 million.
The effects of warmer weather of $12.4 million.

Decreased commercial, industrial and residential usage of $8.8 million.

Lower forfeited discount and late payment collections of $3.9 million.

Operating expenses were $3.4 million higher in 2016 compared to 2015 . This change was primarily driven by:

Increased employee and administrative expenses of $26.1 million.

Higher depreciation of $19.8 million due to increased capital expenditures placed in service.
Increased outside service costs of $13.4 million.

Higher rental expense of $2.6 million.

Partially offset by:

Lower regulatory, tax and depreciation trackers, which are offset in net revenues, of $52.8 million.
Decreased gross receipts taxes of $2.8 million.
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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 2017 was about 12% warmer than normal and about 4% warmer than 2016 , decreasing net
revenues $1.7 million for the year ended December 31, 2017 compared to 2016 .

Weather in the Gas Distribution Operations service territories for 2016 was about 9% warmer than normal and about 6% warmer than 2015 , decreasing net
revenues $12.4 million for the year ended December 31, 2016 compared to 2015 .

Throughput
Total volumes sold and transported for the year ended December 31, 2017 were 973.2 MMDth, compared to 971.7 MMDth for 2016 .

Total volumes sold and transported for the year ended December 31, 2016 were 971.7 MMDth, compared to 988.7 MMDth for 2015 . This decrease is primarily
attributable to warmer weather experienced in 2016 compared to 2015 .

Economic Conditions

All NiSource Gas Distribution Operations companies have state-approved recovery mechanisms that provide a means for full recovery of prudently incurred gas
costs. As noted above, 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.

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” operating revenues statistic provided at the beginning of this segment discussion. The
adjustments to other operating revenues for the twelve months ended December 31, 2017 , 2016 and 2015 were a revenue decrease of $4.8 million, a revenue
increase of $43.3 million and a revenue decrease of $68.0 million, respectively.

Certain Gas Distribution Operations companies continue to offer choice opportunities, where customers can choose to purchase gas from a third-party supplier,
through regulatory initiatives in their respective jurisdictions. These programs serve to further reduce NiSource's exposure to gas prices.
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For the years ended December 31, 2017 , 2016 and 2015 , operating income and a reconciliation of net revenues to the most directly comparable GAAP measure,
operating income, was as follows:

Year Ended December 31, (in millions 2017 2016 2015 2017 vs. 2016 2016 vs. 2015
Operating Income $ 3648 § 2914  $ 2644 $ 734 § 27.0
Year Ended December 31, (dollars in millions) 2017 2016 2015 2017 vs. 2016 2016 vs. 2015
Net Revenues
Operating revenues $ 1,786.5 $ 1,661.6 $ 1,574.4 $ 1249 % 87.2
Less: Cost of sales (excluding depreciation and amortization) 513.9 495.0 488.4 18.9 6.6
Net Revenues 1,272.6 1,166.6 1,086.0 106.0 80.6
Operating Expenses
Operation and maintenance 568.2 538.8 490.1 29.4 48.7
Depreciation and amortization 277.8 274.5 267.7 33 6.8
Loss on sale of assets and impairments, net 1.9 — 1.9 —
Other taxes 59.9 61.9 63.8 (2.0) (1.9)
Total Operating Expenses 907.8 875.2 821.6 32.6 53.6
Operating Income $ 364.8 $ 291.4 $ 264.4 $ 734 $ 27.0
Revenues
Residential $ 476.9 $ 4574  $ 427.1 $ 195 § 30.3
Commercial 501.2 456.6 445.4 44.6 11.2
Industrial 698.1 631.6 646.3 66.5 (14.7)
Wholesale 11.6 11.6 16.4 — 4.8)
Other 98.7 104.4 39.2 (5.7) 65.2
Total $ 1,786.5 $ 1,661.6 $ 1,574.4 $ 1249 $ 87.2
Sales (Gigawatt Hours)
Residential 3,301.7 3,514.8 3,309.9 (213.1) 204.9
Commercial 3,793.5 3,878.7 3,866.8 (85.2) 11.9
Industrial 9,469.7 9,281.8 9,249.1 187.9 32.7
Wholesale 32.5 19.0 194.8 13.5 (175.8)
Other 128.2 136.9 137.7 8.7 0.8)
Total 16,725.6 16,831.2 16,758.3 (105.6) 72.9
Cooling Degree Days 837 988 762 (151) 226
Normal Cooling Degree Days 806 806 806 — —
% Warmer (Cooler) than Normal 4% 23% (5)%
Electric Customers
Residential 409,401 407,268 404,889 2,133 2,379
Commercial 56,134 55,605 55,053 529 552
Industrial 2,305 2,313 2,343 ®) (30)
Wholesale 739 744 743 ) 1
Other 2 2 6 _ 4)
Total 468,581 465,932 463,034 2,649 2,898
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Comparability of line item operating results may be impacted by regulatory and depreciation trackers (other than those for cost of sales) that allow for the recovery
in rates of certain costs. Therefore, increases in these tracked operating expenses are offset by increases in net revenues and have essentially no impact on income
from continuing operations.

2017 vs. 2016 Operating Income

For 2017 , Electric Operations reported operating income of $364.8 million , an increase of $73.4 million from the comparable 2016 period.

Net revenues for 2017 were $1,272.6 million , an increase of $106.0 million from the same period in 2016 . The change in net revenues was primarily driven by:

New rates from base-rate proceedings of $63.6 million.

Increased rates from incremental capital spend on electric transmission projects of $24.2 million.
Higher regulatory and depreciation trackers, which are offset in expense, of $18.0 million.

New rates from infrastructure replacement programs of $6.0 million.

The effects of increased customer count of $3.4 million.

Partially offset by:

The effects of cooler weather of $16.1 million.

Operating expenses were $32.6 million higher in 2017 than 2016 . This change was primarily driven by:

Higher outside service costs of $20.1 million, primarily due to increased spend on strategic initiatives to enhance safety, reliability and customer value,
generation-related maintenance, IT service provider transition costs and vegetation management activities.

Increased regulatory and depreciation trackers, which are offset in net revenues, of $18.0 million.

Higher employee and administrative expenses of $11.9 million.

Increased depreciation of $5.6 million due to higher capital expenditures placed in service.

Higher materials and supplies expenses of $4.5 million driven by generation-related maintenance.

Partially offset by:

Plant retirement costs of $22.1 million in 2016.
Decreased amortization of regulatory assets of $10.8 million.

2016 vs. 2015 Operating Income
For 2016 , Electric Operations reported operating income of $291.4 million , an increase of $27.0 million from the comparable 2015 period.

Net revenues for 2016 were $1,166.6 million , an increase of $80.6 million from the same period in 2015 . The change in net revenues was primarily driven by:

New rates from base-rate proceedings of $36.3 million.

Increased regulatory and depreciation trackers, which are offset in expense, of $30.2 million.
Increased rates from incremental capital spend on electric transmission projects of $17.8 million.
The effects of warmer weather of $15.6 million.

Partially offset by:

The absence of regulatory-deferred MISO cost amortization of $10.2 million.
Increased fuel handling costs of $7.8 million.

Operating expenses were $53.6 million higher in 2016 compared to 2015 . This change was primarily driven by:

Increased regulatory and depreciation trackers, which are offset in net revenues, of $30.2 million.
Higher outside service costs of $24.4 million, primarily due to generation-related maintenance.
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*  Plant retirement costs of $22.1 million.
Partially offset by:

*  Lower environmental costs of $10.7 million.
*  Decreased amortization expense of $9.6 million.

Weather

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

Weather in the Electric Operations’ territories for the twelve months ended December 31, 2017 was 4% warmer than normal and 15% cooler than the same period
in 2016 , leading to a decrease in net revenues of approximately $16.1 million for the twelve months ended December 31, 2017 compared to 2016 .

Weather in the Electric Operations’ territories for the twelve months ended December 31, 2016 was 23% warmer than normal and 30% warmer than the same
period in 2015 , leading to an increase in net revenues of approximately $15.6 million for the twelve months ended December 31, 2016 compared to 2015 .

Sales
Electric Operations sales were 16,725.6 gwh for 2017 , a decrease of 105.6 gwh, or 0.6% compared to 2016 .

Electric Operations sales were 16,831.2 gwh for 2016 , a increase of 72.9 gwh, or 0.4% compared to 2015 .

Economic Conditions

NIPSCO has a state-approved recovery mechanism that provides a means for full recovery of prudently incurred fuel costs. As noted above, fuel costs are treated
as pass-through costs and have no impact on the net revenues recorded in the period. The fuel costs included in revenues are matched with the fuel cost expense
recorded in the period and the difference is recorded on the Consolidated Balance Sheets as under-recovered or over-recovered fuel cost to be included in future
customer billings.

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” operating revenues statistic provided at the beginning of this segment discussion. The
adjustments to other operating revenues for the twelve months ended December 31, 2017 , 2016 and 2015 were a revenue decrease of $5.2 million, a revenue
increase of $33.1 million and a revenue decrease of $11.6 million, respectively.

NIPSCO's performance remains closely linked to the performance of the steel industry. NIPSCO’s mwh sales to steel-related industries accounted for
approximately 54.5% and 52.3% of the total industrial mwh sales for the years ended December 31,2017 and 2016 , respectively.

Electric Supply
NIPSCO 2016 Integrated Resource Plan. Environmental, regulatory and economic factors, including low natural gas prices and aging coal-fired units, have led

NIPSCO to pursue modification of its current electric generation supply mix to include less coal-fired generation. Due to enacted CCR and ELG (subsequently
postponed) regulations, NIPSCO would expect to have incurred over $1 billion in operating, maintenance, environmental and other costs if the current fleet of
coal-fired generating units were to remain operational.

On November 1, 2016, NIPSCO submitted its 2016 Integrated Resource Plan with the IURC. The plan evaluated demand-side and supply-side resource
alternatives to reliably and cost effectively meet NIPSCO customers' future energy requirements over the ensuing 20 years. The 2016 Integrated Resource Plan
indicates that the most viable option for customers and NIPSCO involves the retirement of Bailly Generating Station (Units 7 and 8) as soon as mid-2018 and two
units (Units 17 and 18) at the R.M. Schahfer Generating Station by the end of 2023. It is projected over the long term that the cost to customers to retire these units
at these dates will be lower than maintaining and upgrading them for continuing generation.
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Electric Operations (continued)

NiSource and NIPSCO committed to the retirement of the Bailly Generating Station units in connection with the filing of the 2016 Integrated Resource Plan,
pending approval by the MISO. In the fourth quarter of 2016, the MISO approved NIPSCO's plan to retire the Bailly Generating Station units by May 31, 2018. In
accordance with ASC 980-360, the remaining net book value of the Bailly Generating Station units was reclassified from "Net utility plant" to "Other property, at
cost, less accumulated depreciation” on the Consolidated Balance Sheets.

In connection with the MISO's approval of NIPSCO's planned retirement of the Bailly Generating Station units, NiSource recorded $22.1 million of plant
retirement-related charges in the fourth quarter of 2016. These charges were comprised of contract termination charges related to NIPSCO's capital lease with Pure
Air, voluntary employee severance benefits, and write downs of certain materials and supplies inventory balances. These charges are presented within "Operation
and maintenance" on the Statements of Consolidated Income.

On February 1, 2018, as previously approved by the MISO, NIPSCO commenced a four-month outage of Bailly Generating Station Unit 8 in order to begin work
on converting the unit to a synchronous condenser (a piece of equipment designed to maintain voltage to ensure continued reliability on the transmission system).
Approximately $15 million of net book value of Unit 8 remained in “Net Utility Plant” as it is expected to remain used and useful upon completion of the
synchronous condenser, while the remaining net book value of approximately $143 million was reclassified to “Regulatory assets (noncurrent)” on the
Consolidated Balance Sheets. These amounts continue to be amortized at a rate consistent with their inclusion in customer rates. NIPSCO expects to complete the
retirement of Units 7 and 8 by May 31, 2018. Refer to Note 18 -E, "Other Matters," in the Notes to Consolidated Financial Statements for information.
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Liquidity and Capital Resources

Operating Activities
Net cash from operating activities from continuing operations for the year ended December 31, 2017 was $742.1 million , a decrease of $62.0 million from 2016 .

This decrease was driven by $282.3 million of pension plan contributions in 2017, partially offset by a combination of changes in weather, gas prices and the
related approved rates for recovery, which significantly impacted regulatory assets and regulatory liabilities between the two periods as discussed further below.

Net cash from operating activities from continuing operations for the year ended December 31, 2016 was $804.1 million , a decrease of $359.3 million from 2015.
This decrease was driven by a combination of changes in weather, gas prices and the related approved rates for recovery, which significantly impacted regulatory
assets, regulatory liabilities and working capital between the two periods. During 2015, natural gas prices were declining faster than the gas cost adjustments being
collected from customers, resulting in an associated source of cash from working capital. During 2016, these over-collected gas costs from 2015 were returned to
customers, resulting in a use of working capital.

Regulatory Assets and Liabilities. During the year ended December 31, 2016, over-collected gas costs from 2015 were returned to customers resulting in a use of
cash. In 2017, less cash was required to be returned to customers because the balance of over-collected gas costs from 2016 was smaller than in 2015.

Pension and Other Postretirement Plan Funding . In 2017, NiSource contributed $282.3 million to its pension plans (including a $277 million discretionary
contribution made during the third quarter of 2017) and $31.6 million to its other postretirement benefit plans. The return on assets related to the discretionary
pension contribution is expected to result in a decrease to net periodic benefit costs beginning in 2018. However, due to increasing workforce retirements, certain
NiSource pension plans are expected to trigger settlement accounting annually for the foreseeable future. The resulting charges from settlement accounting, if
realized, are expected to partially offset this decrease in periodic benefits costs.

In 2018, NiSource expects to make contributions of $2.9 million to its pension plans and $25.0 million to its postretirement medical and life plans. Given the
current funded status of the pension plans, and barring unforeseen market volatility that may negatively impact the valuation of its plan assets, NiSource does not
believe additional material contributions to its pension plans will be required for the foreseeable future.

Income Taxes. Rates for NiSource’s regulated customers include provisions for the collection of U.S. federal income taxes. The reduction in the U.S. federal
corporate income tax rate as a result of the TCJA is expected to lead to a decrease in the amount billed to customers through rates, ultimately resulting in lower
cash collections from operating activities. NiSource is currently working to estimate the impact of this revenue reduction.

In addition, NiSource will be required to pass back to customers “excess deferred taxes” which represent amounts collected from customers in the past to cover
deferred tax liabilities which, as a result of the passage of the TCJA, are now expected to be less than the originally billed amounts. Approximately $1.5 billion of
excess deferred taxes related to implementation of the TCJA are presented within "Regulatory liabilities (noncurrent)" on the Consolidated Balance Sheets as of
December 31, 2017. The majority of this balance relates to temporary book-to-tax differences on utility property protected by IRS normalization rules. NiSource
expects this portion of the balance will be passed back to customers over the remaining average useful life of the associated property. The pass back period for the
remainder of this balance will be determined by NiSource's state utility commissions in future proceedings. NiSource’s estimate of the amount and pass-back
period of excess deferred taxes is subject to change pending final review by the utility commissions of the states in which NiSource operates.

As of December 31, 2017 , NiSource has a recorded deferred tax asset of $508.5 million related to a Federal NOL carryforward. As a result of being in an NOL
position, NiSource was not required to make any cash payments for Federal income tax purposes during the years ended December 31, 2017 , 2016 or 2015. For
NiSource NOLs generated before December 31, 2017, the NOL carryforward expires in 2037, however, NiSource expects to fully utilize the carryforward benefit
prior to its expiration.

Per the TCJA, utilization of NOL carryforwards generated after December 31, 2017 is limited to 80% of current year taxable income. Accordingly, NiSource may
be required to make cash payments for Federal income taxes in future years despite having NOL carryforwards in excess of current taxes payable.
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Investing Activities
NiSource's cash used for investing activities varies year over year primarily as a result of changes in the level of annual capital expenditures. The table below

reflects capital expenditures and certain other investing activities by segment for 2017 , 2016 and 2015 .

(in millions) 2017 2016 2015
Gas Distribution Operations
System Growth and Tracker $ 9209.2 § 8350 § 729.6
Maintenance 216.4 219.4 187.4
Total Gas Distribution Operations 1,125.6 1,054.4 917.0
Electric Operations
System Growth and Tracker 435.3 314.1 274.8
Maintenance 157.1 106.5 125.5
Total Electric Operations 592.4 420.6 400.3
Corporate and Other Operations - Maintenance 35.8 15.4 50.2
Total $ 1,753.8 $ 1,4904 $ 1,367.5

M 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 2017, capital expenditures and certain other investing activities were $1,753.8 million , which was $263.4 million higher than the 2016 capital program. This
increased spending is mainly due to electric transmission projects, environmental investments and system modernization projects.

For 2016 , capital expenditures and certain other investing activities were $1,490.4 million , which was $122.9 million higher than the 2015 capital program. This
increased spending is mainly due to modernization projects and segment growth at the Gas Distribution Operations segment.

For 2018 , NiSource projects to invest approximately $1.7 to $1.8 billion in its capital program. This projected level of spend is consistent with 2017 spend levels
and is expected to focus primarily on the continuation of the modernization projects, segment growth across the Gas Distribution Operations segment, and TDSIC
spend.

Financing Activities
Short-term Debt. Refer to Note 15 , “Short-Term Borrowings,” in the Notes to Consolidated Financial Statements for information on short-term debt.

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

Net Available Liquidity. As of December 31, 2017 , an aggregate of $998.9 million of net liquidity was available. Net available liquidity includes cash and credit
available under the revolving credit facility and accounts receivable securitization programs.
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The following table displays NiSource's liquidity position as of December 31, 2017 and 2016 :

Year Ended December 31, (in millions) 2017 2016
Current Liquidity
Revolving Credit Facility $ 1,850.0 $ 1,850.0
Accounts Receivable Program (V 336.7 310.0
Less:

Drawn on Revolving Credit Facility — _

Commercial Paper 869.0 1,178.0

Accounts Receivable Program Utilized 336.7 310.0

Letters of Credit Outstanding Under Credit Facility 11.1 14.7
Add:

Cash and Cash Equivalents 29.0 26.4
Net Available Liquidity $ 9989 $ 683.7

(M Represents the lesser of the seasonal limit or maximum borrowings supportable by the underlying receivables.

The change in net available liquidity between 2017 and 2016 was driven by lower utilization of short-term debt in the current year as a result of cash proceeds from
other forms of financing.

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, 2017, the ratio was 67.6% .

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.

Credit Ratings . The credit rating agencies periodically review the Company’s ratings, taking into account factors such as its capital structure and earnings profile.
The following table includes NiSource's and certain subsidiaries' credit ratings and ratings outlook as of December 31, 2017 . There were no changes to credit
ratings or outlooks since December 31, 2016. A credit rating is not a recommendation to buy, sell or hold securities, and may be subject to revision or withdrawal
at any time by the assigning rating organization.

S&P Moody's Fitch
Rating Outlook Rating Outlook Rating Outlook
NiSource BBB+ Stable Baa2 Stable BBB Stable
NIPSCO BBB+ Stable Baal Stable BBB Stable
Columbia of Massachusetts BBB+ Stable Baa2 Stable Not rated Not rated
Commercial Paper A-2 Stable P-2 Stable F3 Stable

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, 2017, the collateral requirement that would be required in the event of a downgrade below the ratings trigger levels would amount to approximately
$46.1 million . In addition to agreements with ratings triggers, there are other agreements that contain “adequate assurance” or “material adverse change”
provisions that could necessitate additional credit support such as letters of credit and cash collateral to transact business.

Equity. The authorized capital stock of NiSource consists of 420,000,000 shares, $0.01 par value, of which 400,000,000 are common stock and 20,000,000 are
preferred stock. As of December 31, 2017 , 337,015,806 shares of common stock were outstanding. NiSource has no preferred stock outstanding as of
December 31, 2017 .
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Contractual Obligations . NiSource has certain contractual obligations requiring payments at specified periods. The obligations include long-term debt, lease
obligations, energy commodity contracts and obligations for various services including pipeline capacity and outsourcing of IT services. The total contractual
obligations in existence at December 31, 2017 and their maturities were:

(in millions) Total 2018 2019 2020 2021 2022 After
Long-term debt ) $ 77149 $ 2751 $ 29.1 $ 3251 $ 63.6 S 7100 S 6,045.0
Capital leases @) 254.4 18.1 15.7 154 15.5 15.5 1742
Interest payments on long-term debt 6,701.2 364.4 344.4 334.6 316.8 307.7 5,033.3
Operating leases ¥ 57.2 13.8 10.2 73 6.2 44 153
Energy commodity contracts 216.7 102.5 573 56.9 — — —
Service obligations:

Pipeline service obligations 2,649.9 538.9 520.5 390.7 344.7 331.0 524.1

IT service obligations 3115 88.3 715 63.5 50.7 375 —

Other service obligations 178.2 483 433 433 433 — —
Other liabilities 28.7 28.7 . _ _ _ _
Total contractual obligations $ 181127 14781 $ 13590 $ 12368 $ 840.8 $ 14061 § 11,7919

() Long-term debt balance excludes unamortized issuance costs and discounts of $71.5 million.

@ Capital lease payments shown above are inclusive of interest totaling $91.9 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 $29.3
million in 2018, $27.5 million in 2019, $19.7 million in 2020, $13.9 million in 2021, $9.6 million in 2022 and $7.4 million thereafter.

NiSource calculated estimated interest payments for long-term debt based on the stated coupon and payment dates. For 2018 , NiSource projects that it will be
required to make interest payments of approximately $388.1 million, which includes $364.4 million of interest payments related to its long-term debt outstanding
as of December 31, 2017 . At December 31, 2017 , NiSource had $1,205.7 million in short-term 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 2018 . Plan contributions beyond 2018 are dependent upon a number of factors, including actual returns
on plan assets, which cannot be reliably estimated at this time. In 2018 , NiSource expects to make contributions of approximately $2.9 million to its pension plans
and approximately $25.0 million to its postretirement medical and life plans. Refer to Note 11 , “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 “Total Other Liabilities” on the
Consolidated Balance Sheets, other than those described above.

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 $222.1 million in 2018 , which are not included in the table above.

Refer to Note 18 -A, “Contractual Obligations,” in the Notes to Consolidated Financial Statements for further information.
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.
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Market Risk Disclosures

Risk is an inherent part of NiSource’s 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 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 may include but
are not limited to market, operational, financial, compliance and strategic risk types. In recognition of the increasingly varied and complex nature of the energy
business, 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, forwards and options. NiSource does not participate 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.

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.

Refer to Note 9, "Risk Management Activities," in the Notes to the Consolidated Financial Statements for further information on NiSource's commodity price risk
assets and liabilities as of December 31, 2017 and 2016 .

Interest Rate Risk

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. 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 $15.8 million and $11.7 million for 2017 and 2016 , respectively. NiSource is also exposed to interest rate risk as a result of changes
in benchmark rates that can influence the interest rates of future debt issuances. NiSource and its subsidiaries manage interest rate risk on long-term debt through
forward starting interest rate swaps that hedge the interest rate risk related to forecasted issuances.

Refer to Note 9, "Risk Management Activities," in the Notes to Consolidated Financial Statements for further information on NiSource's interest rate risk assets
and liabilities as of December 31, 2017 and 2016 .

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.
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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 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 $1,801.2 million and $2,795.6 million at December 31, 2017 , and $1,885.4 million and $1,381.8 million at December 31, 2016

, respectively. For additional information, refer to Note 8 , “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 $398.4 million at December 31, 2017 . 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.

The passage of the TCJA into law necessitated the remeasurement of NiSource’s deferred income tax balances to reflect the new U.S. corporate income tax rate of
21%. For NiSource’s regulated entities, substantially all of the impact of this remeasurement was recorded to a regulatory asset or regulatory liability, as
appropriate, until such time that NiSource receives final regulatory orders prescribing the required accounting treatment and related impact on future customer
rates. To the extent final regulatory orders received prescribe accounting treatment different from what is currently reflected in NiSource’s financial statements,
NiSource’s results of operations could be impacted.

Pension and Postretirement Benefits. NiSource has defined benefit plans for both pension and other postretirement benefits. The calculation of the net obligations
and annual expense related to the plans requires a significant degree of judgment regarding the discount rates to be used in bringing the liabilities to present value,
expected long-term rates of return on plan assets, health care trend rates, and mortality rates, 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. Differences between actuarial assumptions and actual plan results are deferred into AOCI or a regulatory balance sheet
account, depending on the jurisdiction of the NiSource entity. These deferred gains or losses are then amortized into the income statement when the accumulated
differences exceed 10% of the greater of the projected benefit obligation or the fair value of plan assets (known in GAAP as the “corridor” method) or when
settlement accounting is triggered.

The discount rates, expected long-term rates of return on plan assets, health care cost trend rates and mortality rates are critical assumptions. Methods used to
develop these assumptions are described below. While a third party actuarial firm assists with the development of many of these assumptions, NiSource is
ultimately responsible for selecting the final assumptions.

The discount rate is utilized principally in calculating the actuarial present value of pension and other postretirement benefit obligations and net
periodic pension and other postretirement benefit plan costs. NiSource’s discount rates for both pension and other postretirement benefits are determined using spot
rates along an AA-rated above median yield curve with cash flows matching the expected duration of benefit payments to be made to plan participants.

The expected long-term rate of return on plan assets is a component utilized in calculating annual pension and other postretirement
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benefit plan costs. NiSource estimates the expected return on plan assets by evaluating expected bond returns, equity risk premiums, target asset allocations, the
effects of active plan management, the impact of periodic plan asset rebalancing and historical performance. NiSource also considers the guidance from its
investment advisors in making a final determination of its expected rate of return on assets.

For measurement of 2018 net periodic benefit cost, NiSource selected an expected pre-tax long-term rate of return of 7.00% and 5.80% for its pension and other
postretirement benefit plan assets, respectively.

NiSource estimates the assumed health care cost trend rate, which is used in determining the Company's other postretirement benefit net expense, based upon its
actual health care cost experience, the effects of recently enacted legislation, third-party actuarial surveys and general economic conditions.

NiSource uses the Society of Actuaries’ most recently published mortality data in developing a best estimate of mortality as part of the calculation of
the pension and other postretirement benefit obligations.

The following tables illustrate the effects of changes in these actuarial assumptions while holding all other assumptions constant:

Impact on December 31, 2017 Projected Benefit Obligation Increase/(Decrease)

Change in Assumptions (in millions) Pension Benefits Other Postretirement Benefits

+50 basis points change in discount rate $ 94.8) $ (28.7)
-50 basis points change in discount rate 103.0 31.5
+50 basis points change in health care trend rates 14.9
-50 basis points change in health care trend rates (12.9)

Impact on 2017 Expense Increase/(Decrease) ()

Change in Assumptions (in millions) Pension Benefits Other Postretirement Benefits

+50 basis points change in discount rate $ 23) $ (0.7)
-50 basis points change in discount rate 2.5 0.6
+50 basis points change in expected long-term rate of return on plan assets (8.5) (1.1)
-50 basis points change in expected long-term rate of return on plan assets 8.5 1.1
+50 basis points change in health care trend rates 0.5
-50 basis points change in health care trend rates 0.5)

() Before labor capitalization and regulatory deferrals.

In January 2017, NiSource changed the method used to estimate the service and interest components of net periodic benefit cost for pension and other
postretirement benefits. This change, compared to the previous method, resulted in a decrease in the actuarially-determined service and interest cost components.
Historically, NiSource estimated service and interest cost utilizing a single weighted-average discount rate derived from the yield curve used to measure the benefit
obligation at the beginning of the period. For fiscal 2017 and beyond, NiSource now utilizes a full yield curve approach to estimate these components by applying
the specific spot rates along the yield curve used in the determination of the benefit obligation to the relevant projected cash flows. For further discussion of
NiSource’s pension and other postretirement benefits, see Note 11 , “Pension and Other Postretirement Benefits,” in the Notes to Consolidated Financial
Statements.

Goodwill. NiSource has seven goodwill reporting units, comprised of the seven state operating companies within the Gas Distribution Operations reportable
segment. NiSource’s goodwill assets at December 31, 2017 were $1,690.7 million , most of which resulted from the acquisition of Columbia on November 1,
2000.

As required by GAAP, 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, 2017.

NiSource completed a quantitative ("step 1") fair value measurement of its reporting units during the May 1, 2016 goodwill test.
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Consistent with NiSource’s historical impairment testing of goodwill, fair value of the reporting units was determined based on a weighting of income and market
approaches. These approaches require significant judgments including appropriate long-term growth rates and discount rates for the income approach and
appropriate multiples of earnings for peer companies and control premiums for the market approach. A qualitative ("step 0") test was completed on May 1, 2017.
NiSource assessed various assumptions, events and circumstances that would have affected the estimated fair value of the reporting units in its baseline May 1,
2016 test. The results of this assessment indicated that it is not more likely than not that its reporting unit fair values are less than the reporting unit carrying values
and no impairments are necessary.

The discount rates were derived using peer company data compiled with the assistance of a third party valuation services firm. The discount rates used are subject
to change based on changes in tax rates at both the state and federal level, debt and equity ratios at each reporting unit and general economic conditions.

The long-term growth rate was derived by evaluating historic growth rates, new business and investment opportunities beyond the near term horizon. The long-
term growth rate is subject to change depending on inflationary impacts to the U.S. economy and the individual business environments in which each reporting unit
operates.

The May 1, 2016 test indicated the fair value of each of the reporting units that carry or are allocated goodwill exceeded their carrying values, indicating that no
impairment existed under the step 1 annual impairment test. If the estimates of free cash flow used in this step 1 analysis had been 10% lower, the resulting fair
values would have still been greater than the carrying value for each of the reporting units tested, holding all other assumptions constant.

Revenue Recognition. Revenue is recorded as products and services are delivered. Utility revenues are billed to customers monthly on a cycle basis. Revenues are
recorded on the accrual basis and include estimates for electricity and gas delivered but not billed. Refer to Note 1 -I, “Revenue Recognition,” in the Notes to
Consolidated Financial Statements.

NiSource adopted the provisions of ASC 606 beginning on January 1, 2018 using a modified retrospective method, which was applied to all contracts. No material
adjustments were made to January 1, 2018 opening balances as a result of the adoption and NiSource does not anticipate material changes in the amount or timing
of future revenue recognition as a result of the adoption of ASC 606.

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

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Quantitative and Qualitative Disclosures about Market Risk are reported in Item 7. “Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Market Risk Disclosures.”
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

NIS OURCEINC.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the stockholders and the Board of Directors of NiSource Inc.

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of NiSource Inc. and subsidiaries (the "Company") as of December 31, 2017 and 2016, the related
statements of consolidated income, comprehensive income, common stockholders' equity, and cash flows for each of the three years in the period ended December
31, 2017, and the related notes and the schedule listed in the Index at item 15 (collectively referred to as the "financial statements"). In our opinion, the financial
statements present fairly, in all material respects, the financial position of the Company as of December 31, 2017 and 2016, and the results of its operations and its
cash flows for each of the three years in the period ended December 31, 2017, in conformity with accounting principles generally accepted in the United States of
America.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the Company's internal
control over financial reporting as of December 31, 2017, based on criteria established in Internal Control - Integrated Framework (2013) issued by the Committee
of Sponsoring Organizations of the Treadway Commission and our report dated February 20, 2018, expressed an unqualified opinion on the Company's internal
control over financial reporting.

Emphasis of a Matter

As discussed in Note 3 to the consolidated financial statements, on July 1, 2015 the Company completed the spin-off of its subsidiary Columbia Pipeline Group,
Inc.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the Company's financial statements
based on our audits. We are a public accounting firm registered with the PCAOB and are required to be independent with respect to the Company in accordance
with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. Our audits included performing procedures to
assess the risks of material misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the
accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe
that our audits provide a reasonable basis for our opinion.

/s/ DELOITTE & TOUCHE LLP
Columbus, Ohio
February 20, 2018

We have served as the Company's auditor since 2002.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

NIS OURCEINC.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the stockholders and the Board of Directors of NiSource Inc.

Opinion on Internal Control over Financial Reporting

We have audited the internal control over financial reporting of NiSource Inc. and subsidiaries (the “Company”) as of December 31, 2017, based on criteria
established in Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). In
our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of December 31, 2017, based on criteria
established in Internal Control - Integrated Framework (2013) issued by COSO.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the financial statements as
of and for year ended December 31, 2017, of the Company and our report dated February 20, 2018, expressed an unqualified opinion on those financial statements
and included an explanatory paragraph related to the Company's spin-off of its subsidiary Columbia Pipeline Group, Inc. on July 1, 2015.

Basis for Opinion

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 are a public accounting firm registered with the PCAOB and are
required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the
Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. 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.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed 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 its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with
the policies or procedures may deteriorate.

/s/ DELOITTE & TOUCHE LLP
Columbus, Ohio
February 20, 2018
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)
NIS OURCEINC.

STATEMENTS OF CONSOLIDATED INCOME

Year Ended December 31, (in millions, except per share amounts) 2017 2016 2015
Operating Revenues
Gas Distribution $ 2,063.2 $ 1,8509 $ 2,081.9
Gas Transportation 1,021.5 964.6 969.8
Electric 1,785.5 1,660.8 1,572.9
Other 4.4 16.2 27.2
Total Operating Revenues 4,874.6 4,492.5 4,651.8
Operating Expenses
Cost of Sales (excluding depreciation and amortization) 1,518.7 1,390.2 1,643.7
Operation and maintenance 1,612.3 1,453.7 1,426.1
Depreciation and amortization 570.3 547.1 524.4
(Gain) Loss on sale of assets and impairments, net 5.5 (1.0) 1.6
Other taxes 257.2 2443 256.1
Total Operating Expenses 3,964.0 3,634.3 3,851.9
Operating Income 910.6 858.2 799.9
Other Income (Deductions)
Interest expense, net (353.2) (349.5) (380.2)
Other, net 2.8) 1.5 17.4
Loss on early extinguishment of long-term debt (111.5) — 97.2)
Total Other Deductions (467.5) (348.0) (460.0)
Income from Continuing Operations before Income Taxes 443.1 510.2 339.9
Income Taxes 314.5 182.1 141.3
Income from Continuing Operations 128.6 328.1 198.6
Income (Loss) from Discontinued Operations - net of taxes 0.1) 34 103.5
Net Income $ 1285 § 3315 S 302.1
Less: Net income attributable to noncontrolling interest
— — 15.6
Net Income attributable to NiSource $ 1285 § 3315 § 286.5
Amounts attributable to NiSource:
Income from continuing operations $ 1286 $ 3281 $ 198.6
Income (Loss) from discontinued operations 0.1) 34 87.9
Net Income attributable to NiSource $ 1285 §$ 3315 °$ 286.5
Basic Earnings Per Share
Continuing operations $ 039 § 1.02 3 0.63
Discontinued operations — 0.01 0.27
Basic Earnings Per Share $ 039 3§ 1.03 § 0.90
Diluted Earnings Per Share
Continuing operations $ 039 § 1.01 § 0.63
Discontinued operations — 0.01 0.27
Diluted Earnings Per Share $ 039 § 1.02 3 0.90
Basic Average Common Shares Outstanding 329.4 321.8 317.7
Diluted Average Common Shares 330.8 3235 319.8

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)

NISOURCEINC.
STATEMENTS OF CONSOLIDATED COMPREHENSIVE INCOME

Year Ended December 31, (in millions, net of taxes) 2017 2016 2015
Net Income $ 1285 3 3315 $ 302.1
Other comprehensive income (loss):
Net unrealized gain (loss) on available-for-sale securities (1) 0.8 (0.1) (0.8)
Net unrealized gain (loss) on cash flow hedges @ (22.5) 8.6 (7.8)
Unrecognized pension and OPEB benefit (costs) ) 3.4 1.5 2.4)
Total other comprehensive income (loss) (18.3) 10.0 (11.0)
Total Comprehensive Income $ 110.2 3 3415 $ 291.1
Less: Comprehensive income attributable to noncontrolling interest — — 15.6
Comprehensive Income attributable to NiSource $ 110.2 $ 3415 °$ 275.5

('Net unrealized gain (loss) on available-for-sale securities, net of $0.4 million tax expense, $0.1 million tax benefit and $0.4 million tax benefit in 2017 , 2016 and 2015 , respectively.

@ Net unrealized gain (loss) on derivatives qualifying as cash flow hedges, net of $13.9 million tax benefit, $5.6 million tax expense and $4.8 million tax benefit in 2017, 2016 and 2015 ,
respectively.

® Unrecognized pension and OPEB benefit (costs), net of $2.1 million tax expense, $0.1 million tax expense and $4.6 million tax benefit in 2017, 2016 and 2015 , 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)

NISOURCEINC.
CONSOLIDATED BALANCE SHEETS

(in millions) December 31,2017 December 31, 2016
ASSETS
Property, Plant and Equipment
Utility plant $ 21,026.6 $ 19,368.0
Accumulated depreciation and amortization (6,953.6) (6,613.7)
Net utility plant 14,073.0 12,754.3
Other property, at cost, less accumulated depreciation 286.5 313.7
Net Property, Plant and Equipment 14,359.5 13,068.0
Investments and Other Assets
Unconsolidated affiliates 5.5 6.6
Other investments 204.1 193.3
Total Investments and Other Assets 209.6 199.9
Current Assets
Cash and cash equivalents 29.0 26.4
Restricted cash 9.4 9.6
Accounts receivable (less reserve of $18.3 and $23.3, respectively) 898.9 847.0
Gas inventory 285.1 279.9
Materials and supplies, at average cost 105.9 101.7
Electric production fuel, at average cost 80.1 112.8
Exchange gas receivable 45.8 5.4
Regulatory assets 176.3 248.7
Prepayments and other 132.8 130.6
Total Current Assets 1,763.3 1,762.1
Other Assets
Regulatory assets 1,624.9 1,636.7
Goodwill 1,690.7 1,690.7
Intangible assets 231.7 242.7
Deferred charges and other 82.0 91.8
Total Other Assets 3,629.3 3,661.9
Total Assets $ 19,961.7 $ 18,691.9

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)

NISOURCEINC.
CONSOLIDATED BALANCE SHEETS

(in millions, except share amounts) December 31,2017 December 31, 2016
CAPITALIZATION AND LIABILITIES
Capitalization
Common Stockholders’ Equity
Common stock - $0.01 par value, 400,000,000 shares authorized; 337,015,806 and 323,159,672 shares
outstanding, respectively $ 34 § 3.3
Treasury stock (95.9) (88.7)
Additional paid-in capital 5,529.1 5,153.9
Retained deficit (1,073.1) (972.2)
Accumulated other comprehensive loss (43.4) 25.1)
Total Common Stockholders’ Equity 4,320.1 4,071.2
Long-term debt, excluding amounts due within one year 7,512.2 6,058.2
Total Capitalization 11,832.3 10,129.4
Current Liabilities
Current portion of long-term debt 284.3 363.1
Short-term borrowings 1,205.7 1,488.0
Accounts payable 625.6 539.4
Customer deposits and credits 262.6 264.1
Taxes accrued 208.1 195.4
Interest accrued 112.3 120.3
Risk management liabilities 43.2 16.8
Exchange gas payable 59.6 83.7
Regulatory liabilities 58.7 116.7
Legal and environmental 321 37.4
Accrued compensation and employee benefits 195.4 161.4
Other accruals 90.8 65.9
Total Current Liabilities 3,178.4 3,452.2
Other Liabilities
Risk management liabilities 28.5 44.5
Deferred income taxes 1,292.9 2,528.0
Deferred investment tax credits 124 13.4
Accrued insurance liabilities 80.1 82.8
Accrued liability for postretirement and postemployment benefits 337.1 713.4
Regulatory liabilities 2,736.9 1,265.1
Asset retirement obligations 268.7 262.6
Other noncurrent liabilities 194.4 200.5
Total Other Liabilities 4,951.0 5,110.3
Commitments and Contingencies (Refer to Note 18, "Other Commitments and Contingencies') — —
Total Capitalization and Liabilities $ 19.961.7 $ 18,691.9

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)

NISOURCEINC.
STATEMENTS OF CONSOLIDATED CASH FLOWS

Year Ended December 31, (in millions) 2017 2016 2015

Operating Activities
Net Income $ 1285 § 315§ 302.1
Adjustments to Reconcile Net Income to Net Cash from Continuing Operations:

Loss on early extinguishment of debt 1115

— 97.2
Depreciation and amortization 570.3 547.1 524.4
Deferred income taxes and investment tax credits 306.7 182.3 135.3
Stock compensation expense and 401(k) profit sharing contribution 40.1 46.5 50.7
(Income) loss from discontinued operations - net of taxes 0.1 (3.4) (103.5)
Amortization of discount/premium on debt 7.4 7.6 8.7
AFUDC equity (12.6) (11.6) (11.5)
Other adjustments 6.5 (3.8) 13.1
Changes in Assets and Liabilities:
Accounts receivable (52.3) (188.0) 262.2
Inventories 19.0 38.9 46.9
Accounts payable 49.0 108.8 (190.5)
Customer deposits and credits 2.5) (52.3) 35.5
Taxes accrued 10.2 12.1 8.7
Interest accrued (33.9) (8.7) (11.6)
Exchange gas receivable/payable (64.5) 36.9 (31.7)
Other accruals 31.8 (6.0) (55.1)
Prepayments and other current assets 13.3) 0.4) 0.1
Regulatory assets/liabilities 57.5 (187.9) 82.0
Postretirement and postemployment benefits (380.9) (44.8) 25.6
Deferred charges and other noncurrent assets 2.0) (1.2) 52
Other noncurrent liabilities (34.5) 0.5 (30.4)
Net Operating Activities from Continuing Operations 7421 804.1 1,163.4
Net Operating Activities from (used for) Discontinued Operations 0.1 (0.8) 293.4
Net Cash Flows from Operating Activities 742.2 803.3 1,456.8
Investing Activities
Capital expenditures (1,695.8) (1,475.2) (1,360.7)
Cash contributions from CPG e — 3,798.2
Cost of removal (109.0) (110.1) (79.2)
Purchases of available-for-sale securities (168.4) (38.3) (54.9)
Sales of available-for-sale securities 163.1 33.0 58.4
Other investing activities 1.6 (12.4) 18.0
Net Investing Activities from (used for) Continuing Operations (1,808.5) (1,603.0) 2379.8
Net Investing Activities used for Discontinued Operations I . (430.1)
Net Cash Flows from (used for) Investing Activities (1,808.5) (1,603.0) 1,949.7
Financing Activities
Cash of CPG at Separation — — (136.8)
Issuance of long-term debt 3,250.0 500.0 —
Repayments of long-term debt and capital lease obligations (1,855.0) (434.6) (2,092.2)
Premiums and other debt related costs (144.3) 3.7) (93.5)
Change in short-term borrowings, net (282.4) 920.6 (936.4)
Issuance of common stock 336.7 23.1 22.5
Acquisition of treasury stock (7.2) (9.4) (20.4)
Dividends paid - common stock (229.1) (205.5) (263.4)

Net Financing Activities from (used for) Continuing Operations 1,068.7 790.5 (3,520.2)



Net Financing Activities from Discontinued Operations I . 108.6
Net Cash Flows from (used for) Financing Activities 1,068.7 790.5 (3,411.6)
Change in cash, cash equivalents and restricted cash from (used for) continuing operations 23 (8.4) 23.0
Change in cash, cash equivalents and restricted cash from (used for) discontinued operations 0.1 (0.8) (28.1)
Change in cash included in discontinued operations _ _ 0.5
Cash, cash equivalents and restricted cash at beginning of period 36.0 452 49.8
Cash, Cash Equivalents and Restricted Cash at End of Period 38.4 360 $ 452

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)

NISOURCEINC.
STATEMENTS OF CONSOLIDATED COMMON STOCKHOLDERS’ EQUITY

Accumulated
Additional Other
Common Treasury Paid-In Retained Comprehensive
(in millions) Stock Stock Capital Earnings/(Deficit) Loss Total
Balance as of January 1, 2015 $ 32§ (58.9) $ 4,787.6 $ 1,4940 § (50.6) $ 6,175.3
Comprehensive Income (Loss):
Net Income 7 7 . 286.5 — 286.5
Other comprehensive loss, net of tax _ _ — — (11.0) (11.0)

Allocation of AOCI to noncontrolling interest — —1 — — 2.0 2.0
Sale of interest in Columbia OpCo to CPPL (V@ . _ 227.1 _ — 227.1
Dividends:

Common stock ($0.83 per share) _ _ — (263.5) — (263.5)

Distribution of CPG stock to shareholders (Note 3) | — — (2,640.3) 24.5 (2,615.8)
Treasury stock acquired _ (20.4) — — — (20.4)
Stock issuances:

Employee stock purchase plan — — 5.1 — — 5.1

Long-term incentive plan I f 42 . — 42

401(k) and profit sharing _ I 46.7 — — 46.7

Dividend reinvestment plan — — 7.3 — — 73
Balance as of December 31, 2015 $ 32§ (79.3) $ 5078.0 $ 1,1233) § 351 $ 3,843.5
Comprehensive Income (Loss):

Net Income — — — 331.5 — 331.5
Other comprehensive income, net of tax — — — — 10.0 10.0
Common stock dividends ($0.64 per share) _ — — (205.7) — (205.7)
Treasury stock acquired I 9.4) 7 7 — 9.4
Cumulative effect of change in accounting principle _ _ _ 253 — 253

Stock issuances:
Common stock 0.1 — — — — 0.1
Employee stock purchase plan I | 4.7 . _ 47
Long-term incentive plan — — 20.9 — — 20.9
401(k) and profit sharing — — 41.4 — — 41.4
Dividend reinvestment plan _ i 8.9 — — 8.9
Balance as of December 31, 2016 $ 33§ (88.7) S 51539 § 9722) $ @51 $ 40712

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

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)

NIS OURCEINC.

STATEMENTS OF CONSOLIDATED COMMON STOCKHOLDERS’ EQUITY

Additional Accumulated
Common Treasury Paid-In Retained Other

(in millions) Stock Stock Capital Deficit Comprehensive Loss Total
Balance as of December 31, 2016 33§ 887 $ 51539 $ 9722) $ @51 $ 4,071.2
Comprehensive Income (Loss):

Net Income — — = 128.5 I 128.5

Other comprehensive loss, net of tax _ _ — — (18.3) (18.3)

Common stock dividends ($0.70 per share) — — — (229.4) — (229.4)
Treasury stock acquired _ (7.2) — — — (7.2)
Stock issuances:

Employee stock purchase plan — — 5.0 — — 5.0

Long-term incentive plan — — 14.9 — — 14.9

401(k) and profit sharing _ — 343 — — 343

Dividend reinvestment plan I . 6.4 . i 6.4

ATM program 0.1 — 314.6 — — 314.7
Balance as of December 31, 2017 34 $ 959) $ 55291 $  (1,073.1) $ 434) $ 4,320.1

Common Treasury Outstanding

Shares (in thousands) Shares Shares Shares
Balance as of January 1, 2015 318,636 (2,599) 316,037
Treasury stock acquired (472) (472)
Issued:

Employee stock purchase plan 203 _ 203

Long-term incentive plan 1,423 — 1,423

401(k) and profit sharing plan 1,644 — 1,644

Dividend reinvestment plan 275 — 275
Balance as of December 31, 2015 322,181 3,071) 319,110
Treasury stock acquired (433) (433)
Issued:

Employee stock purchase plan 201 — 201

Long-term incentive plan 2,103 — 2,103

401(k) and profit sharing plan 1,793 — 1,793

Dividend reinvestment plan 386 — 386
Balance as of December 31, 2016 326,664 (3,504) 323,160
Treasury stock acquired (293) (293)
Issued:

Employee stock purchase plan 207 — 207

Long-term incentive plan 351 — 351

401(k) and profit sharing plan 1,396 — 1,396

Dividend reinvestment plan 264 — 264

ATM program 11,931 — 11,931
Balance as of December 31, 2017 340,813 3,797) 337,016

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)

1. Nature of Operations and Summary of Significant Accounting Policies

A. Company Structure and Principles of Consolidation. NiSource, a Delaware corporation headquartered in Merrillville, Indiana, 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.

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 highly liquid 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 cash and cash equivalents on the Statements of Consolidated Cash Flows.

D. Accounts Receivable and Unbilled Revenue.  Accounts receivable on the Consolidated Balance Sheets includes both billed and unbilled amounts. 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 include unbilled revenue, less reserves, in the amounts of $359.4 million and $329.7 million as of December 31, 2017 and 2016 ,
respectively. The reserve for uncollectible receivables is NiSource’s best estimate of the amount of probable credit losses in the existing accounts receivable.
NiSource 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.

E. Investments in Debt Securities. ~ NiSource’s investments in debt securities are carried at fair value and are designated as available-for-sale. These
investments are included within “Other investments” on the Consolidated Balance Sheets. Unrealized gains and losses, net of deferred income taxes, are reflected
as accumulated other comprehensive income. 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,
2017 ,2016 or 2015 . Refer to Note 16 , "Fair Value," for additional information.

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 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 later 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 8 ,
"Regulatory Matters," for additional information.

G. Plant and Other Property and Related Depreciation and Maintenance.  Property, plant and equipment (principally utility plant) is stated at cost. The

rate-regulated subsidiaries record depreciation using composite rates on a straight-line basis over the remaining service lives of the electric, gas and common
properties as approved by the appropriate regulators.
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Non-utility property is generally depreciated on a straight-line basis over the life of the associated asset. Refer to Note 5 , "Property, Plant and Equipment," for
additional information related to depreciation expense at Units 7 and 8 at Bailly Generating Station.

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 4.0% in 2017 , 4.5% in 2016 and 4.7% in 2015 .

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 NiSource’s subsidiaries retire regulated property, plant and equipment, original cost plus the cost of retirement, less salvage value, is charged to
accumulated depreciation. However, when it becomes probable a regulated asset will be retired substantially in advance of its original expected useful life or is
abandoned, the cost of the asset and the corresponding accumulated depreciation is recognized as a separate asset. If the asset is still in operation, the net amount is
classified as "Other property, at cost, less accumulated depreciation" on the Consolidated Balance Sheets. If the asset is no longer operating, the net amount is
classified in "Regulatory assets" on the Consolidated Balance Sheets. If NiSource is able to recover a full return of and on investment, the carrying value of the
asset is based on historical cost. If NiSource is not able to recover a full return on investment, a loss on impairment is recognized to the extent the net book value of
the asset exceeds the present value of future revenues discounted at the incremental borrowing rate.

When NiSource’s subsidiaries sell entire regulated operating units, or retire or sell nonregulated properties, the original cost and accumulated depreciation and
amortization balances are removed from "Property, Plant and Equipment" on the Consolidated Balance Sheets. Any gain or loss is recorded in earnings, unless
otherwise required by the applicable regulatory body. Refer to Note 5, "Property, Plant and Equipment," for further information.

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, except for certain significant enterprise-wide technology investments which are amortized over a ten-year period.

H. Goodwill and Other Intangible Assets.  Substantially all of NiSource's goodwill relates to the excess of cost over the fair value of the net assets
acquired in the Columbia acquisition on November 1, 2000. NiSource tests its goodwill for impairment annually as of May 1, or more frequently if events and
circumstances indicate that goodwill might be impaired. Fair value of NiSource's reporting units is determined using a combination of income and market
approaches.

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 which is being amortized on a straight-line basis over forty years from the date of acquisition. See
Note 6 , "Goodwill and Other Intangible Assets," for additional information.

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 also include estimates for electricity and gas delivered but not billed. The accruals for unbilled revenues are
reversed in the subsequent accounting period when meters are actually read and customers are billed.

On occasion, NiSource's regulated subsidiaries are permitted to implement new rates that have not been formally approved by their state regulatory commissions,
which are subject to refund. As permitted by accounting principles generally accepted in the United States, each regulated subsidiary recognizes this revenue and
establishes a reserve for amounts that could be refunded based on its experience for the jurisdiction in which the rates were implemented. 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.

J. 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, 2017 and 2016 Consolidated Balance Sheets and short-term debt is recorded in the amount of proceeds received from the purchasers involved in the
transactions. Refer to Note 17 , "Transfers of Financial Assets," for further information.

52



Table of Contents
NI1IS OURCEINC.
Notes to Consolidated Financial Statements

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

K. Gas Cost and Fuel Adjustment Clause. NiSource’s regulated subsidiaries defer most differences between gas and fuel purchase costs and the recovery
of such costs in revenues, and adjust future billings for such deferrals on a basis consistent with applicable state-approved tariff provisions. These deferred balances
are recorded as "Regulatory assets" or "Regulatory liabilities," as appropriate, on the Consolidated Balance Sheets. Refer to Note 8 , "Regulatory Matters," for
additional information.

L. 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 all of NiSource’s regulated subsidiaries. Inventory valued using LIFO was $45.5 million and $46.1 million at December 31, 2017 and 2016 ,
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 $17.4
million and $9.4 million at December 31, 2017 and 2016 , respectively. Gas inventory valued using the weighted average cost methodology was $239.6 million at
December 31, 2017 and $233.8 million at December 31, 2016 .

Electric production fuel is valued using the weighted average cost inventory methodology, as approved by NIPSCO's regulator.
Materials and supplies are valued using the weighted average cost inventory methodology.

M. 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 any of its respective
cumulative gas imbalances, as well as for any gas inventory borrowed or lent under a Gas Distribution Operations exchange agreement. Exchange gas is valued
based on individual regulatory jurisdiction requirements (for example, historical spot rate, spot at the beginning of the month). These receivables and payables are
recorded as “Exchange gas receivable” or “Exchange gas payable” on NiSource’s Consolidated Balance Sheets, as appropriate.

N. 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.

NiSource has elected not to net fair value amounts for any of its derivative instruments or the fair value amounts recognized for its right to receive cash collateral
or obligation to pay cash collateral arising from those derivative instruments recognized at fair value, which are executed with the same counterparty under a
master netting arrangement. See Note 9 , "Risk Management Activities," for additional information.

0. Income Taxes and Investment Tax Credits. NiSource records income taxes to recognize full interperiod tax allocations. Under the asset and 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 property-
related amounts are credited to ratepayers using either the average rate assumption method or the reverse South Georgia method. Non property-related amounts are
credited to ratepayers consistent with state utility commission direction.

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 “Intercompany Income Tax Allocation Agreement”) that provides for the
allocation of consolidated tax liabilities. The Intercompany Income 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.

P. 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
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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” 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
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.

Q. 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. Such balances are presented within "Other accruals" on the Consolidated Balance
Sheets. These types of taxes collected from customers, comprised largely of sales taxes, are presented on a net basis affecting neither revenues nor cost of sales.
NiSource accounts for excise taxes for which it is liable by recording a liability for the expected tax with a corresponding charge to “Other taxes” expense on the
Statements of Consolidated Income.

R. Accrued Insurance Liabilities. NiSource accrues for insurance costs related to workers compensation, automobile, property, general and employment
practices liabilities based on the most probable value of each claim. Claim values are determined by professional, licensed loss adjusters who consider the facts of
the claim, anticipated indemnification and legal expenses, and respective state rules. Claims are reviewed by NiSource at least quarterly and an adjustment is made
to the accrual based on the most current information. NiSource’s actual exposure to liability is minimal due to coverage from its wholly-owned captive insurer who
then transfers risk to third party insurance providers for the majority of costs paid to claimants above NiSource's deductible.

2. Recent Accounting Pronouncements
Recently Issued Accounting Pronouncements

NiSource is currently evaluating the impact of certain ASUs on its Consolidated Financial Statements or Notes to Consolidated Financial Statements, which are
described below:

Effect on the financial statements or other

Standard Description Effective Date significant matters
ASU 2016-13, Financial The pronouncement changes the impairment ~ Annual periods beginning NiSource is currently evaluating the impact of
Instruments-Credit Losses model for most financial assets, replacing the  after December 15, 2019, adoption, if any, on the Consolidated Financial
(Topic 326) current "incurred loss" model. ASU 2016-13  including interim periods Statements and Notes to Consolidated Financial
will require the use of an "expected loss" model therein. Early adoption is Statements.

for instruments measured at amortized cost and permitted for annual or
will also require entities to record allowances  interim periods beginning
for available-for-sale debt securities rather than after December 15, 2018.
reduce the carrying amount.
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Effect on the financial statements or other
significant matters

Standard Description Effective Date
ASU 2018-01, Leases (Topic The pronouncement offers a practical expedient Annual periods beginning
842): Land Easement for accounting for land easements under ASU  after December 15, 2018,
Practical Expedient for 2016-02. This practical expedient allows an including interim periods
Transition to Topic 842 entity the option of not evaluating existing land therein. Early adoption is

easements under ASC 842. New or modified  permitted.
land easements will still require evaluation

under ASC 842 on a prospective basis

beginning on the date of adoption.

ASU 2016-02, Leases (Topic The pronouncement introduces a lessee model

842) that brings most leases on the balance sheet.
The standard requires that lessees recognize the
following for all leases (with the exception of
short-term leases, as that term is defined in the
standard) at the lease commencement date: (1)
a lease liability, which is a lessee’s obligation
to make lease payments arising from a lease,
measured on a discounted basis; and (2) a right-
of-use asset, which is an asset that represents
the lessee’s right to use, or control the use of, a
specified asset for the lease term.

NiSource has formed an internal stakeholder group
that meets periodically to share information and
gather data related to leasing activity at NiSource.
This includes compiling a list of all contracts that
could meet the definition of a lease under the new
standard and evaluating the accounting for these
contracts under the new standard to determine the
ultimate impact the new standard will have on
NiSource’s financial statements. Also, this
procedure has identified process improvements to
ensure data from newly initiated leases is captured
to comply with the new standard. This work
included the assistance of a third-party advisory
firm. NiSource maintains a substantial number of
easements and expects ASU 2018-01 will ease the
process of implementation of ASC 842. NiSource
plans to adopt these standards effective January 1,
2019.

ASU 2018-02, Income The pronouncement permits entities the option ~Annual periods beginning
Statement-Reporting to reclassify tax effects that are stranded in after December 15, 2018,
Comprehensive Income accumulated other comprehensive income as a  including interim periods
(Topic 220): Reclassification result of the implementation of the TCJA to therein. Early adoption is

NiSource is currently evaluating the
impact of adoption on the
Consolidated Financial Statements and
Notes to Consolidated Financial

of Certain Tax Effects from retained earnings. permitted for interim periods Statements.
Accumulated beginning after December 15,
2017.
Other Comprehensive Income 017
Recently Adopted Accounting Pronouncements
Standard Adoption

ASU 2017-12, Derivatives and NiSource elected to adopt this ASU effective September 30, 2017. As a result, NiSource is no longer required to separately
Hedging (Topic 815): Targeted measure and report hedge ineffectiveness. The guidance also eases the requirements related to ongoing hedge effectiveness
Improvements to accounting for assessments at NiSource. The adoption of this standard did not have a material impact on the Consolidated Financial Statements

Hedging Activities or Notes to Consolidated Financial Statements.
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Standard

Adoption

ASU 2017-09, Compensation-
Stock Compensation (Topic
718): Scope of Modification
Accounting

NiSource elected to adopt this ASU effective July 1, 2017. The adoption of this standard did not have a material impact on the
Consolidated Financial Statements or Notes to Consolidated Financial Statements.

ASU 2017-07, Compensation -
Retirement Benefits (Topic
715): Improving the
Presentation of Net Periodic
Pension Cost and Net Periodic
Postretirement Benefit Cost

NiSource adopted this ASU effective January 1, 2018. Beginning with NiSource's Form 10-Q for the first quarter of 2018,
NiSource will continue to present the service cost component of net periodic benefit cost within "Operation and maintenance",;
however, other components of the net periodic benefit cost (including regulatory deferrals) will be presented separately within
"Other, net" in the Statement of Consolidated Income. This change in income statement presentation will be implemented on a
retrospective basis. Beginning prospectively on the date of adoption, only the service cost component of NiSource's net periodic
benefit cost is eligible for capitalization as "Property, Plant and Equipment" on the Consolidated Balance Sheets. NiSource's
regulated subsidiaries have adopted this ASU for regulatory reporting purposes.

ASU 2017-04, Intangibles -
Goodwill and Other (Topic
350). Simplifying the Test for
Goodwill Impairment

NiSource elected to adopt this ASU effective January 1, 2017. The adoption of this standard did not have a material impact on
the Consolidated Financial Statements or Notes to Consolidated Financial Statements.

ASU 2016-18, Statement of
Cash Flows (Topic 230):

NiSource elected to adopt this ASU effective October 1, 2017. Restricted cash on the Statements of Consolidated Cash Flows is
no longer presented as an investing activity and is instead included as a component of beginning and ending cash balances. The

Restricted Cash (a consensus of adoption of this standard is reflected in the Statements of Consolidated Cash Flows beginning with NiSource's Annual Report on
the FASB Emerging Issues Task Form 10-K for the year ended December 31, 2017 (including all prior periods presented).

Force)

ASU 2016-15, Statement of
Cash Flows (Topic 230):
Classification of Certain Cash

Receipts and Cash Payments (a

consensus of the Emerging
Issues Task Force)

NiSource adopted this ASU effective January 1, 2018. The adoption of this standard did not have a material impact on the
Consolidated Financial Statements or Notes to Consolidated Financial Statements.

ASU 2016-12, Revenue from
Contracts with Customers
(Topic 606): Narrow-Scope
Improvements and Practical
Expedients

ASU 2016-08, Revenue from
Contracts with Customers
(Topic 606): Principal versus
Agent Considerations

ASU 2014-09, Revenue from
Contracts with Customers
(Topic 606)

NiSource adopted the provisions of ASC 606 beginning on January 1, 2018 using a modified retrospective method, which was
applied to all contracts. No material adjustments were made to January 1, 2018 opening balances as a result of the adoption.
During the process of implementation, NiSource first separated its various revenue streams into high-level categories, which
served as the basis for accounting analysis and documentation as it related to the pronouncement's impact on NiSource's
revenues. Substantially all of NiSource’s revenues are tariff based, which NiSource concluded are in the scope of ASC 606.
NiSource has identified its performance obligations created under tariff-based sales as the commodity (natural gas or electric,
which includes generation and capacity) and delivery. Under ASC 606, NiSource's revenue from such tariff based sales continues
to be equivalent to the natural gas or electricity supplied and billed each period (including unbilled revenues), and the adoption of
the standards did not result in a material shift in the amount or timing of revenue recognition for such sales. In addition, the
pattern and amount of revenue recognized for the remaining NiSource revenue streams were not materially affected as a result of
the adoption of ASC 606. NiSource has outlined footnote disclosures intended to satisfy ASC 606's disclosure requirements,
which will enhance its disclosures on revenue recognition policies and elections. Beginning prospectively upon date of adoption,
NiSource will include revenue disaggregated by customer class and by operating segment in its footnote disclosures. In addition,
NiSource will separately disclose those revenues that are not in scope of ASC 606, such as revenue earned under ASC 980
Alternative Revenue Programs. As required under the modified retrospective method of adoption, results for reporting periods
beginning after January 1, 2018 will be presented under ASC 606, while prior period amounts will not be adjusted and will
continue to be reported in accordance with historic accounting guidance.
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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.

Income (loss) from discontinued operations were immaterial for 2017. During 2016, NiSource recorded a $3.6 million tax benefit resulting from favorable
estimate-to-actual adjustments related to non-deductible costs from the Separation. There were no other material results from discontinued operations during 2016.

Results from discontinued operations for 2015 are provided in the following table. These results are primarily from NiSource's former Columbia Pipeline Group
Operations segment.

Year Ended
December 31, 2015
Columbia
Pipeline Group Corporate and

(in millions) Operations Other Total
Operating Revenues

Transportation and storage $ 561.4 $ — 3 561.4

Other 94.3 — 94.3
Total Operating Revenues 655.7 — 655.7
Operating Expenses

Cost of sales (excluding depreciation and amortization) 0.2 — 0.2

Operation and maintenance 3758 @ — 375.8

Depreciation and amortization 66.4 — 66.4

Gain on sale of assets (13.6) — (13.6)

Other taxes 38.0 — 38.0
Total Operating Expenses 466.8 — 466.8
Equity Earnings in Unconsolidated Affiliates 29.1 — 29.1
Operating Income from Discontinued Operations 218.0 — 218.0
Other Income (Deductions)

Interest expense, net (37.1) — (37.1)

Other, net 7.8 0.4 8.2
Total Other Income (Deductions) (29.3) 0.4 (28.9)
Income from Discontinued Operations before Income Taxes 188.7 0.4 189.1
Income Taxes 84.7 0.9 85.6
Income (Loss) from Discontinued Operations - net of taxes $ 104.0 $ 0.5 $ 103.5

(M1ncludes approximately $55.4 million of transaction costs related to the Separation.
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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 $ 151.6 million , $150.5 million and $147.6 million for the years ended

December 31, 2017, 2016 and 2015, 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.

There were no material assets and liabilities of discontinued operations on the Consolidated Balance Sheets at December 31, 2017 and 2016.
4. 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 includes the incremental effects of the various long-term incentive compensation plans. The calculation
of diluted earnings per share excludes the impact of forward agreements (see Note 12 , "Common Stock") which had an anti-dilutive effect for the periods
indicated. The computation of diluted average common shares is as follows:

Year Ended December 31, (in thousands) 2017 2016 2015
Denominator
Basic average common shares outstanding 329,388 321,805 317,746
Dilutive potential common shares:
Shares contingently issuable under employee stock plans 547 165 —
Shares restricted under stock plans 821 1,554 2,090
Diluted Average Common Shares 330,756 323,524 319,836
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5. Property, Plant and Equipment

NiSource’s property, plant and equipment on the Consolidated Balance Sheets are classified as follows:

At December 31, (in millions) 2017 2016
Property, Plant and Equipment
Gas Distribution Utility $ 12,5310 $ 11,556.6
Electric Utility 7,403.8 7,043.3
Corporate 141.3 105.0
Construction Work in Process 950.5 663.1
Non-Utility and Other @ 623.3 681.7
Total Property, Plant and Equipment $ 21,6499 § 20,049.7
Accumulated Depreciation and Amortization
Gas Distribution Utility $ (3,227.8) $ (3,119.2)
Electric Utility 3,673.2) (3,442.0)
Corporate (52.6) (52.5)
Non-Utility and Other @ (336.8) (368.0)
Total Accumulated Depreciation and Amortization $ (7,2904) $ (6,981.7)
Net Property, Plant and Equipment $ 143595 §$ 13,068.0

(INIPSCO’s common utility plant and associated accumulated depreciation and amortization are allocated between Gas Distribution Utility and Electric Utility Property, Plant and Equipment.
@ Non-Utility and Other as of December 31, 2017 includes net book value of $247.8 million related to Bailly Generating Station (Units 7 and 8) which was reclassified from Electric Utility in
the fourth quarter of 2016. Depreciation expense for the remaining net book value will continue to be recorded at the composite depreciation rate most recently approved by the IURC. See Note
18 -E, "Other Matters," and Note 25, "Subsequent Event," for additional information.

The weighted average depreciation provisions for utility plant, as a percentage of the original cost, for the periods ended December 31, 2017 , 2016 and 2015 were
as follows:

2017 2016 2015
Electric Operations 3.4% 3.3% 3.1%
Gas Distribution Operations 2.1% 2.1% 2.0%

NiSource recognized depreciation expense of $ 501.5 million , $ 475.1 million and $ 449.0 million for the years ended 2017 , 2016 and 2015 , respectively.

Amortization of Software Costs. NiSource amortized $44.0 million in 2017 , $41.4 million in 2016 and $41.1 million in 2015 related to software costs. NiSource’s
unamortized software balance was $189.0 million and $156.4 million at December 31, 2017 and 2016 , respectively.

6. Goodwill and Other Intangible Assets

Goodwill. Substantially all of NiSource's goodwill relates to the excess of cost over the fair value of the net assets acquired in the Columbia acquisition on
November 1, 2000. The following presents NiSource's goodwill balance allocated by segment as of December 31, 2017 :

Gas Distribution
(in millions) Operations Electric Operations Corporate and Other Total

Goodwill $ 1,690.7 § — § — 5 1,690.7

NiSource applied the qualitative "step 0" analysis to its reporting units for the annual impairment test performed as of May 1, 2017. For this test, NiSource assessed
various assumptions, events and circumstances that would have affected the estimated fair
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value of the reporting units as compared to its base line May 1, 2016 "step 1" fair value measurement. The results of this assessment indicated that it was not more
likely than not that its reporting unit fair values were less than the reporting unit carrying values, accordingly, no "step 1" analysis was required.

Intangible Assets. NiSource's intangible assets, apart from goodwill, consist of franchise rights. Franchise rights were identified as part of the purchase price
allocations associated with the acquisition in February 1999 of Columbia of Massachusetts. These amounts were $231.7 million and $242.7 million , net of
accumulated amortization of $210.5 million and $199.5 million , at December 31, 2017 and 2016 , respectively, and are being amortized on a straight-line basis

over forty years from the date of acquisition through 2039. NiSource recorded amortization expense of $11.0 million in 2017 , 2016 , and 2015 related to its

franchise right intangible asset.

7. Asset Retirement Obligations

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 also has a significant obligation associated with the decommissioning of its two hydro facilities located in
Indiana. These hydro facilities have an indeterminate life, and as such, no asset retirement obligation has been recorded.

Changes in NiSource’s liability for asset retirement obligations for the years 2017 and 2016 are presented in the table below:

(in millions) 2017 2016

Beginning Balance $ 262.6 $ 254.0
Accretion recorded as a regulatory asset/liability 10.3 9.2
Additions 24 —
Settlements (15.6) (7.5)
Change in estimated cash flows 90 o 69 o

Ending Balance $ 268.7 $ 262.6

() The change in estimated cash flows for 2017 is primarily attributed to changes in estimated costs and settlement timing for electric generating stations and the changes in estimated costs for
retirement of gas mains.

@ The change in estimated cash flows for 2016 is primarily attributed to the changes in estimated costs for retirement of gas mains partially offset by revisions 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-D, "Environmental Matters," for additional information on
CCRs.

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

60



Table of Contents
NI1IS OURCEINC.
Notes to Consolidated Financial Statements

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

8. 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 from customers. Certain expenses and credits subject to utility regulation or rate determination
normally reflected in income or expense are deferred on the balance sheet and are recognized in the income statement as the related amounts are included in
customer rates and recovered from or refunded to customers.

Regulatory assets were comprised of the following items:

At December 31, (in millions) 2017 2016

Regulatory Assets
Unrecognized pension and other postretirement benefit costs (see Note 11) $ 7335 $ 847.5
Deferred pension and other postretirement benefit costs (see Note 11) 70.7 59.6
Environmental costs (see Note 18-D) 63.4 62.6
Regulatory effects of accounting for income taxes (see Note 1-O and Note 10) 238.8 238.4
Underrecovered gas and fuel costs (see Note 1-K) 25.5 73.5
Depreciation 181.0 187.1
Post-in-service carrying charges 173.3 142.0
Safety activity costs 66.5 41.5
DSM programs 40.0 48.4
Other 208.5 184.8

Total Regulatory Assets $ 1,801.2 § 1,885.4

Regulatory liabilities were comprised of the following items:

At December 31, (in millions) 2017 2016
Regulatory Liabilities
Overrecovered gas and fuel costs (see Note 1-K) $ 276 S 54.8
Cost of removal (see Note 7) 1,096.8 1,174.5
Regulatory effects of accounting for income taxes (see Note 1-O and Note 10) 1,563.4 30.0
Deferred pension and other postretirement benefit costs (see Note 11) 59.0 41.2
Other 48.8 81.3
Total Regulatory Liabilities $ 2,795.6 $ 1,381.8

Regulatory assets, including underrecovered gas and fuel cost, of approximately $1,558.4 million as of December 31, 2017 are not earning a return on investment.
Regulatory assets of approximately $1,402.8 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 $398.4 million at December 31, 2017 , require specific rate
action.

Assets:

Unrecognized pension 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 these gains or losses as a regulatory asset in accordance with
regulatory orders or as a result of regulatory precedent, to be recovered through base rates.
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Deferred pension and other postretirement benefit costs. Primarily relates to the difference between postretirement expense recorded by certain subsidiaries due
to regulatory orders and the postretirement expense recorded in accordance with GAAP. These costs are expected to be collected through future base rates, revenue
riders or tracking mechanisms.

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. Represents differences between depreciation expense incurred on a GAAP basis and that prescribed through regulatory order. Significant
components of this balance include:

¢ Columbia of Ohio depreciation rates . Prior to 2005, the PUCO-approved depreciation rates for ratemaking had been lower than those which would
have been utilized if Columbia of Ohio were not subject to regulation resulting in the creation of a regulatory asset. In 2005, the PUCO authorized
Columbia of Ohio to revise its depreciation accrual rates for the period beginning January 1, 2005. The revised depreciation rates are now higher than
those which would have been utilized if Columbia of Ohio were not subject to regulation allowing for amortization of the previously created regulatory
asset. The amount of depreciation that would have been recorded from 2005 through 2017 had Columbia of Ohio not been subject to rate regulation is a
cumulative $719.7 million , $82.3 million less than that reflected in rates. The resulting regulatory asset balance was $49.3 million and $57.6 million as of
December 31, 2017 and 2016 , respectively.

¢ Columbia of Ohio IRP and CEP. Columbia of Ohio also has PUCO approval to defer depreciation and debt-based post-in-service carrying charges (see
" Post-in-service carrying charges” below) associated with its IRP and CEP. As of December 31, 2017 , depreciation of $26.5 million and $49.8 million
was deferred for the respective programs. Depreciation deferral balances for the respective programs as of December 31, 2016 were $ 23.4 million and $
31.8 million . Recovery of the IRP depreciation is approved annually through the IRP rider. The equivalent of annual depreciation expense, based on the
average life of the related assets, is included in the calculation of the IRP rider approved by the PUCO and billed to customers. Deferred depreciation
expense is recognized as the IRP rider is billed to customers. The recovery mechanism for depreciation associated with the CEP will be addressed in a
separate rate proceeding as discussed below.

¢ NIPSCO EERM. NIPSCO obtained approval from the IURC to recover certain environmental related costs including operation and maintenance and
depreciation expense once the environmental facilities become operational. 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 (ECT) which authorizes the collection of deferred balances over a six month period. Depreciation of § 13.9 million and $ 40.7 million was
deferred to a regulatory asset as of December 31, 2017 and 2016, respectively.

¢ NIPSCO TDSIC. NIPSCO obtained approval from the IURC to recover costs for certain system modernization projects outside of a base rate
proceeding. Eighty percent of the related costs, including depreciation, property taxes, and debt and equity based carrying charges (see Post-in-service
carrying charges below) are recovered through a semi-annual recovery mechanism. Recovery of these costs will continue until such assets are included in
rate base through a gas or electric base rate case, respectively. The remaining twenty percent of the costs are deferred until the next base rate case. As of
December 31, 2017 and 2016, depreciation of $ 10.3 million and $ 5.5 million , respectively, was deferred as a regulatory asset.

Post-in-service carrying charges. Represents deferred debt-based carrying charges incurred on certain assets placed into service but not yet included in customer
rates. This balance includes:
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¢ Columbia of Ohio IRP and CEP. See description of IRP and CEP programs above under the heading " Depreciation ." As of December 31, 2017 and
2016, Columbia of Ohio had deferred PISCC of $ 164.6 million and $ 134.9 million , respectively.

e NIPSCO TDSIC. See description of TDSIC program above under the heading " Depreciation ." Deferral of equity-based carrying charges for the TDSIC
program is allowed, however such amounts are not reflected in regulatory asset balances for financial reporting as equity-based returns do not meet the
definition of incurred costs under ASC 980. As of December 31, 2017 and 2016, NIPSCO had deferred PISCC of $ 8.7 million and $ 7.1 million ,
respectively.

Safety activity costs. Represents the difference between costs incurred in eligible safety programs in excess of those being recovered in rates. The eligible cost
deferrals represent necessary business expenses incurred in compliance with PHMSA regulations and are targeted to enhance the safety of the pipeline systems.
Certain subsidiaries defer the excess costs as a regulatory asset in accordance with regulatory orders and recovery of these costs will be address in future base rate
proceedings.

DSM programs. Represents costs associated with Gas Distribution Operations and Electric Operations segments' energy efficiency and 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 refunds on a basis consistent with applicable state-approved tariff provisions. Refunding of these revenues is achieved through tracking
mechanisms.

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. Balance includes excess
deferred taxes recorded upon implementation of the TCJA in December 2017.

Deferred pension and other postretirement benefit 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

Cost Recovery and Trackers . 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 those described below. Increases in the expenses that are the subject of trackers result in a corresponding increase in
operating revenues and therefore have essentially no impact on total operating income results.

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 through 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.

A portion of the distribution companies' revenue is related to the recovery of gas costs, the review and recovery of which occurs through standard regulatory
proceedings. All states in NiSource's operating area 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 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.
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Columbia of Ohio. On November 28, 2012, the PUCO approved Columbia of Ohio’s application to extend its IRP for an additional five years (2013-2017),
allowing Columbia of Ohio to continue to invest and recover on its accelerated main replacements. Columbia of Ohio filed its most recent application to adjust
rates associated with its IRP and DSM Riders on February 27, 2017, which requested authority to increase annual revenues by approximately $31.5 million that
includes recovery of and return on approximately $ 235.9 million of incremental IRP capital investments in 2016. On March 23, 2017, the PUCO Staff filed
comments which recommended approval of the application with only minor revisions. The PUCO issued an order on April 26, 2017, approving Columbia of Ohio's
application. New rates went into effect on May 1, 2017.

On February 27, 2017, Columbia of Ohio also filed an application requesting authority to extend its IRP for an additional five years (2018-2022). On July 10,
2017, the PUCO Staff recommended approval of Columbia of Ohio's IRP for the additional five years, with modifications to Columbia of Ohio's proposed IRP
rates for the five-year period. A joint stipulation and recommendation, outlining annual maximum IRP rates for the five-year period, was filed on August 18, 2017
and was supported or not opposed by all parties except the OCC. A hearing on the stipulation was held on October 2, 2017 and briefing was completed on
November 7, 2017. On January 31, 2018, the PUCO issued an order that approved the stipulation.

On December 1, 2017, Columbia of Ohio filed an application that requested authority to implement a rider to begin recovering plant and associated deferrals
related to the CEP. The application requested authority to increase annual revenues, through the requested rider, by approximately $ 29 million in 2018, with
biennial increases up to approximately $ 98 million in 2022. The filing is pending at the PUCO and no procedural schedule has been established. The CEP was
established in 2011 and allows for deferral of interest, depreciation and property taxes on certain plant investments not recovered through its IRP modernization
tracker.

NIPSCO Gas. On September 27, 2017, NIPSCO filed a base rate case with the IURC, seeking an annual revenue increase of $ 143.5 million (inclusive of amounts
being recovered through various tracker programs). As part of this filing and among other items, NIPSCO proposed to update base rates for ongoing infrastructure
improvements, revised depreciation rates and ongoing level of expenses to reflect the current costs of providing natural gas service. An order is expected in the
second half of 2018. A supplemental filing to the base rate case was submitted on January 26, 2018 to reflect the impact of the TCJA, seeking a revised annual
revenue increase of $ 117.9 million .

On April 30, 2013, then 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, eighty 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
twenty 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 August 31, 2017, NIPSCO filed TDSIC-7 requesting to recover an
incremental increase to revenue of $ 3.5 million associated with incremental capital investment of $ 59.0 million made in the first half of 2017. An order approving
NIPSCO's filing was received from the IURC on December 28, 2017, and new rates went into effect on January 1, 2018.

On November 8, 2017, NIPSCO filed a petition with the IURC seeking approval of NIPSCO’s federally mandated pipeline safety compliance plan. The four year
compliance plan includes a total estimated $91 million of capital costs and $23 million of expected operating and maintenance costs. NIPSCO is requesting all
associated accounting and ratemaking relief, including establishment of a periodic rate adjustment mechanism.

Columbia of Massachusetts. 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. On October 31, 2016, Columbia of Massachusetts filed its GSEP for the 2017
construction year. Columbia of Massachusetts proposed to recover incremental revenue of $ 8.1 million associated with incremental capital investment of $ 72.9
million made during calendar year 2017. An order was received from the Massachusetts DPU on April 28, 2017 approving the filing and rates went into effect on
May 1, 2017. On October 31, 2017, Columbia of Massachusetts filed its GSEP for the 2018 construction year. Columbia of Massachusetts is proposing to recover
incremental revenue of $ 9.7 million associated with incremental capital investment of $ 83.9 million to be made during calendar year 2018. The filing included a
request
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for a waiver to allow collection of the $ 3.1 million revenue requirement that exceeds the GSEP cap provision as previously calculated. If the waiver is not
approved, the incremental revenue will be $ 6.6 million . An order is expected from the Massachusetts DPU in the second quarter of 2018, with new rates effective
May 1, 2018.

Columbia of Virginia. On April 29, 2016, Columbia of Virginia filed a request with the VSCC, seeking an annual revenue increase of $ 37.0 million . On
September 28, 2016, Columbia of Virginia implemented updated interim base rates subject to refund. On January 17, 2017, Columbia of Virginia presented a
stipulation and proposed recommendation, representing a settlement by all parties to the proceeding that included a base revenue increase of $ 28.5 million . On
March 17, 2017, by final order, the VSCC approved the settlement agreement without modification. In accordance with the terms of the final order, during 2017,
Columbia of Virginia completed its refund of the difference between the interim customer rates implemented in 2016 and the rates approved by the final order.

Columbia Gas of Kentucky. On October 13, 2017, Columbia of Kentucky filed its application to adjust rates associated with its AMRP, requesting authority to
increase annual revenues by $ 4.5 million associated with incremental capital investment of $ 24.0 million to be made during calendar year 2018. On December 22,
2017, the Kentucky PSC issued an order approving Columbia of Kentucky’s request as filed, with rates effective January 2, 2018.

Columbia of Maryland. On April 14, 2017, Columbia of Maryland filed a request with the MPSC to adjust base rates. On July 28, 2017, all parties filed a
settlement agreement with the MPSC, under which Columbia of Maryland will receive an annual revenue increase of $ 2.4 million . The MPSC approved the
settlement on September 19, 2017 and rates went into effect on October 27, 2017.

Electric Operations Regulatory Matters

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

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 through cost tracking mechanisms. Such tracking mechanisms allow for abbreviated regulatory proceedings in order for NIPSCO 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 electric energy efficiency programs, MISO non-fuel costs and revenues, resource capacity charges, federally
mandated costs and environmental related costs.

A 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.

NIPSCO made a TDSIC-2 rate adjustment mechanism filing on June 30, 2017 requesting revenues of $ 12.8 million to be billed over eight months, associated with
$ 133.6 million of incremental capital expenditures from May 2016 through April 2017. An order approving the request was received from the ITURC on October
31, 2017 and new rates went into effect with the first billing cycle of November 2017.

NIPSCO made a TDSIC-3 rate adjustment mechanism filing on January 30, 2018 requesting a revenue decrease of $ 2.0 million to be billed over six months,
associated with $ 75.0 million of incremental capital expenditures made from May 1, 2017 to November 30, 2017. This decreased revenue request reflects impacts
of the TCJA. An order approving the request is expected in May 2018 with new rates expected to go into effect with the first billing cycle of June 2018.

On November 1, 2016, NIPSCO filed a petition with the IURC for relief regarding the construction of additional environmental projects required to comply with
the final rules for regulation of CCRs and the ELG. On June 9, 2017, a settlement agreement was filed with the [IURC regarding the CCR projects and treatment of
associated costs. An order approving the settlement agreement was received on December 13, 2017. Given the current postponement of the ELG rule, NIPSCO has
agreed, with the settling parties, that the ELG projects and related costs would be addressed in a later proceeding. Refer to Note 18-D, “Environmental Matters,”
for more information.
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Regulatory Impacts of the TCJA

Since the passage of the TCJA, several of the public utility commissions in NiSource’s operating area have issued orders to examine the impact of the TCJA on
rates charged by regulated utilities. The requirements in each jurisdiction vary but all will assess the appropriate pass back of excess deferred taxes and the need for
reductions to current rates resulting from the decrease in the corporate tax rate. NiSource has implemented the requirements of these orders by, among other things,
recognizing a regulatory liability for the expected impacts of the TCJA. See Note 10, “Income Taxes,” for additional information on the impacts of the
implementation of the TCJA.

9. Risk Management Activities

NiSource is exposed to certain risks relating to its ongoing business operations; namely commodity price risk and interest rate risk. NiSource recognizes that the
prudent and selective use of derivatives may help to lower its cost of debt capital, manage its interest rate exposure and limit volatility in the price of natural gas.

Risk management assets and liabilities on NiSource’s derivatives are presented on the Consolidated Balance Sheets as shown below:

December 31, (in millions) 2017 2016
Risk Management Assets - Current

Interest rate risk programs $ 140 § 17.0

Commodity price risk programs 0.5 7.4
Total $ 145 § 24.4
Risk Management Assets - Noncurrent ©

Interest rate risk programs $ 56 § 17.1

Commodity price risk programs 1.0 7.5
Total $ 66 S 24.6
Risk Management Liabilities - Current

Interest rate risk programs $ 386 $ 15.3

Commodity price risk programs 4.6 1.5
Total $ 432 § 16.8
Risk Management Liabilities - Noncurrent

Interest rate risk programs $ — S 245

Commodity price risk programs 28.5 20.0
Total $ 285 § 445

() Presented in "Prepayments and other" on the Consolidated Balance Sheets.
@ Presented in "Deferred charges and other" on the Consolidated Balance Sheets.

Commodity Price Risk Management
NiSource and NiSource’s utility customers are exposed to variability in cash flows associated with natural gas purchases and volatility in natural gas prices.

NiSource purchases natural gas for sale and delivery to its retail, commercial and industrial customers, and for most customers the variability in the market price of
gas is passed through in their rates. Some of NiSource’s utility subsidiaries offer programs whereby variability in the market price of gas is assumed by the
respective utility. The objective of NiSource’s commodity price risk programs is to mitigate the gas cost variability, for NiSource or on behalf of its customers,
associated with natural gas purchases or sales by economically hedging the various gas cost components using a combination of futures, options, forwards or other
derivative contracts.

NIPSCO received IURC approval to lock in a fixed price for its natural gas customers using long-term forward purchase instruments. In 2017 and 2016, the term of
these instruments ranged from five to ten years and was limited to ten percent of NIPSCO’s average annual GCA purchase volume. During 2017, NIPSCO
received IURC approval to increase the limit to twenty percent of NIPSCO's average annual GCA purchase volume in 2018 and 2019. Gains and losses on these
derivative contracts are deferred as regulatory
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liabilities or assets and are remitted to or collected from customers through NIPSCO’s quarterly GCA mechanism. These instruments are not designated as
accounting hedges.

Interest Rate Risk Management
As of December 31, 2017 , NiSource has forward-starting interest rate swaps with an aggregate notional value totaling $ 1.0 billion to hedge the variability in cash

flows attributable to changes in the benchmark interest rate during the periods from the effective dates of the swaps to the anticipated dates of forecasted debt
issuances, which are expected to take place by the end of 2019. These interest rate swaps are designated as cash flow hedges. The effective portions of the gains
and losses related to these swaps are recorded to AOCI and are recognized in earnings concurrently with the recognition of interest expense on the associated debt,
once issued. If it becomes probable that a hedged forecasted transaction will no longer occur, the accumulated gains or losses on the derivative will be recognized
currently in earnings.

On May 11, 2017, NiSource Finance settled $ 950.0 million of forward-starting interest rate swap agreements contemporaneously with the issuance of $ 2.0 billion
of 3.49% and 4.375% senior notes, maturing in 2027 and 2047, respectively. These derivative contracts were accounted for as cash flow hedges. As part of the
transaction, the associated net unrealized loss position of § 6.9 million is being amortized from accumulated other comprehensive loss into interest expense over
the term of the associated interest payments.

On September 5, 2017, NiSource Finance settled $ 750.0 million of treasury lock agreements contemporaneously with the issuance of $ 750.0 million of 3.95%
senior notes, maturing in 2048. These derivative contracts were accounted for as cash flow hedges. As part of the transaction, the associated net unrealized loss
position of $ 19.0 million is being amortized from accumulated other comprehensive loss into interest expense over the term of the associated interest payments.

On November 8, 2017, NiSource Finance settled $250.0 million of treasury lock agreements contemporanecously with the issuance of $500.0 million of 2.65%
senior notes, maturing in 2022. These derivative contracts were accounted for as a cash flow hedges. NiSource Finance recognized an immaterial gain associated
with this transaction.

Cash associated with payments to settle interest rate swaps and treasury lock agreements are reflected within operating activities within the Statements of
Consolidated Cash Flows for the year ended December 31, 2017 .

Realized gains and losses from NiSource’s interest rate cash flow hedges are presented in “Interest expense, net” on the Statements of Consolidated Income. There
were no amounts excluded from effectiveness testing for derivatives in cash flow hedging relationships at December 31, 2017 , 2016 and 2015.

NiSource’s derivative instruments measured at fair value as of December 31, 2017 and 2016 do not contain any credit-risk-related contingent features.
10. Income Taxes

On December 22, 2017, the President signed into law the TCJA, which, among other things, enacted significant changes to the Internal Revenue Code of 1986, as
amended, including a reduction in the maximum U.S. federal corporate income tax rate from 35% to 21% , and certain other provisions related specifically to the
public utility industry, including the continuation of certain interest expense deductibility. These changes are effective January 1, 2018. Under GAAP, the effects
of a change in tax law are recorded as a discrete item in the period of enactment.

Rates for NiSource’s regulated customers include provisions for the collection of U.S. federal income taxes. Accordingly, accounting effects related to changes in
tax rates at NiSource that would normally be recognized as a component of income tax expense may instead be deferred as a regulatory asset or liability and
reflected in future ratemaking. In December 2017, NiSource remeasured its deferred tax assets and liabilities to the new federal corporate income tax rate. The
result of this remeasurement was a reduction in the net deferred tax liability of approximately $1.3 billion , including approximately $0.4 billion of regulatory
"gross up" to account for over-collection of past taxes from customers. Offsetting the reduction in net deferred tax liabilities was an increase in regulatory liabilities
of approximately $1.5 billion and an increase in income tax expense of $0.2 billion . These changes are discussed in further detail below.

On December 22, 2017, the SEC issued Staff Accounting Bulletin 118 (“SAB 118”), which provides guidance on accounting for tax effects of the TCJA. SAB 118
provides a measurement period that should not extend beyond one year from the TCJA enactment date for companies to complete the accounting under ASC 740.
In accordance with SAB 118, a company must reflect the income tax effects of those aspects of the TCJA for which the accounting under ASC 740 is complete. To
the extent that a company’s
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accounting for certain income tax effects of the TCJA is incomplete but it is able to determine a reasonable estimate, it must record a provisional estimate to be
included in the financial statements. If a company cannot determine a provisional estimate to be included in the financial statements, it should continue to apply
ASC 740 on the basis of the provision of the tax laws that were in effect immediately before the enactment of the TCJA. While NiSource was able to make
reasonable estimates of the impact of the reduction in corporate rate on our net deferred income tax liability balances, the final impact of the TCJA may differ from
these estimates, due to, among other things, changes in NiSource's interpretations and assumptions, additional guidance that may be issued by the IRS, and actions
NiSource may take. NiSource is continuing to gather additional information to determine the final impact.

The components of income tax expense (benefit) were as follows:

Year Ended December 31, (in millions) 2017 2016 2015
Income Taxes
Current
Federal $ — 3 — 3 —
State 7.8 (0.1) 6.0
Total Current 7.8 0.1) 6.0
Deferred
Federal 302.7 165.6 124.1
State 5.0 18.0 13.6
Total Deferred 307.7 183.6 137.7
Deferred Investment Credits (1.0) (1.4) 2.4)
Income Taxes from Continuing Operations $ 3145 $ 182.1 $ 141.3

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) 2017 2016 2015

Book income from Continuing Operations before income taxes $ 443.1 $ 510.2 $ 339.9

Tax expense at statutory Federal income tax rate 155.0 35.0 % 178.6 35.0 % 118.9 35.0 %

Increases (reductions) in taxes resulting from:
State income taxes, net of Federal income tax benefit 6.9 1.5 11.3 2.2 14.8 4.4
Property and plant (including accelerated depreciation) 2.4) 0.5) (1.5) 0.3) (1.6) 0.4)
Charitable contribution carryover 1.2) 0.3) 2.8 0.5 17.8 5.2
Remeasurement due to TCJA 161.1 36.4 — — — —
Employee stock ownership plan dividends and other compensation (6.5) (1.5) 9.5) (1.9) 2.9) 0.9)
Tax accrual adjustments and other, net 1.6 0.4 0.4 0.2 5.7 (1.7)

Income Taxes from Continuing Operations $ 314.5 71.0% $ 182.1 357% $ 141.3 41.6 %

The effective income tax rates were 71.0% , 35.7% and 41.6% in 2017 , 2016 and 2015, respectively. The 35.3% increase in the overall effective tax rate in 2017
versus 2016 was primarily the result of a $161.1 million increase in income taxes related to implementing the provisions of the TCJA. The charge to income tax
expense resulting from implementation of the TCJA relates primarily to remeasurement of parent company deferred tax assets for NOL carryforwards.

The 5.9% decrease in the overall effective tax rate in 2016 versus 2015 was primarily the result of a $7.2 million decrease in income taxes related to Federal tax
benefits on stock compensation and the absence of $15.0 million of lost Federal tax benefit primarily related to charitable contribution carryforward adjustments
recorded in the prior year.
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In March 2016, the FASB issued ASU 2016-09, Compensation-Stock Compensation (Topic 718): Improvements to Employee Share-Based Payment Accounting.
Among other provisions, the standard requires that all income tax effects of awards are recognized in the income statement when the awards vest and are
distributed.

On December 18, 2015, the President signed into law the PATH. PATH, among other provisions, extended and modified bonus depreciation through 2019. 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.

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) 2017 2016
Deferred tax liabilities
Accelerated depreciation and other property-related differences $ 2,260.7 $ 3,323.5
Unrecovered gas and fuel costs — 25.9
Other regulatory assets 309.5 449.2
Total Deferred Tax Liabilities 2,570.2 3,798.6
Deferred tax assets
Other regulatory liabilities including impact of TCJA 406.0 93.1
Pension and other postretirement/postemployment benefits 136.7 261.7
Net operating loss carryforward and Alternative Minimum Tax credit carryforward 576.0 646.2
Environmental liabilities 24.0 47.0
Other accrued liabilities 37.2 45.5
Other, net 97.4 177.1
Total Deferred Tax Assets 1,277.3 1,270.6
Net Deferred Tax Liabilities $ 1,2929 § 2,528.0

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 $65.8 million
and $43.6 million of these tax benefits as of December 31, 2017 and 2016 , 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 2028 to 2037 . The remaining net operating loss carryforward
tax benefit represents a Federal carryforward of $508.5 million that will expire in 2037 and an Alternative Minimum Tax credit of $1.7 million that will carry
forward indefinitely.

Unrecognized tax benefits for the periods reported are immaterial. 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,
2017 ,2016 and 2015 , and there were no balances for accrued penalties recorded on the Consolidated Balance Sheets as of December 31, 2017 and 2016 .

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

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, 2017, tax years through 2016 have been audited and are effectively closed to further assessment. The audit of tax year 2017 under the CAP program
is expected to be completed in 2018. NiSource has been accepted into the CAP maintenance program for the audit of tax year 2018.

The statute of limitations in each of the state jurisdictions in which NiSource operates remains 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, 2017 , there were no state income tax audits in progress that would have a material impact on the consolidated financial statements.
11. 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.

NiSource Pension and Other Postretirement Benefit Plans’ Asset Management . NiSource employs a liability-driven investing strategy for the pension plan, as
noted below. While the majority of assets continue in a total return investment approach, a glide path has been implemented. A mix of equities and fixed income
investments are used to maximize the long-term return of plan assets and hedge the liabilities at a prudent level of risk. NiSource utilizes a total return investment
approach for the other postretirement benefit plans. Risk tolerance is established through careful consideration of plan liabilities, plan funded status, and asset class
volatility. The investment portfolio contains a diversified blend 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 of return-seeking assets
(equities, real estate and private equity) and a corresponding increase in the allocation of 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).
In 2016, a study was conducted and approved resulting in the addition of new asset classes in the return-seeking portfolio allocation (core real estate, diversified
credit) and a shift in the hedging allocation (fixed income). Planned implementation of the new asset classes began in 2017. During 2017, a $277 million
discretionary contribution was made and further implementation of new asset classes is under review while a new asset-liability study is completed.
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As of December 31, 2017, the asset mix and acceptable minimum and maximum ranges established by the policy for the pension and other postretirement benefit
plans are as follows:

Asset Mix Policy of Funds:

Defined Benefit Pension Plan Postretirement Benefit Plan
Asset Category Minimum Maximum Minimum Maximum
Domestic Equities 16% 36% 0% 55%
International Equities 8% 18% 0% 25%
Fixed Income 39% 51% 20% 100%
Diversified Credit 0% 13% 0% 0%
Real Estate 0% 13% 0% 0%
Short-Term Investments 0% 10% 0% 10%

As of December 31, 2016, the asset mix and acceptable minimum and maximum ranges established by the policy for the pension and other postretirement benefit
plans were as follows:

Asset Mix Policy of Funds:

Defined Benefit Pension Plan Postretirement Benefit Plan
Asset Category Minimum Maximum Minimum Maximum
Domestic Equities 25% 45% 35% 55%
International Equities 15% 25% 15% 25%
Fixed Income 23% 37% 20% 50%
Real Estate/Private Equity/Hedge Funds 0% 15% 0% 0%
Short-Term Investments 0% 10% 0% 10%
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Pension Plan and Postretirement Plan Asset Mix at December 31, 2017 and December 31, 2016 :

Defined Benefit December 31, Postretirement December 31,
Pension Assets 2017 Benefit Plan Assets 2017
Asset Class (in millions) Asset Value % of Total Assets Asset Value % of Total Assets
Domestic Equities $ 698.2 323% $ 96.0 36.6%
International Equities 351.0 16.2% 39.8 15.2%
Fixed Income 977.6 45.3% 117.5 44.8%
Real Estate 49.9 2.3% — —
Cash/Other 83.3 3.9% 9.2 3.4%
Total $ 2,160.0 100.0%  $ 262.5 100.0%
Defined Benefit December 31, Postretirement Benefit December 31,
Pension Assets 2016 Plan Assets 2016
Asset Class (in millions) Asset Value % of Total Assets Asset Value % of Total Assets
Domestic Equities $ 755.2 43.1%  § 97.9 42.3%
International Equities 339.9 19.4% 41.8 18.0%
Fixed Income 565.8 32.3% 87.0 37.6%
Real Estate/Private Equity/Hedge Funds 74.8 4.3% — —
Cash/Other 15.2 0.9% 4.7 2.1%
Total $ 1,750.9 100.0%  § 231.4 100.0%

The categorization of investments into the asset classes in the table above are based on definitions established by the NiSource Benefits Committee.

Fair Value Measurements. The following table sets forth, by level within the fair value hierarchy, the Master Trust and other postretirement benefits investment
assets at fair value as of December 31, 2017 and 2016 . Assets and liabilities are classified in their entirety based on the lowest level of input that is significant to
the fair value measurement. Total Master Trust and other postretirement benefits investment assets at fair value classified within Level 3 were $98.9 million and
$73.1 million as of December 31, 2017 and December 31, 2016 , respectively. Such amounts were approximately 4% of the Master Trust and other postretirement

benefits’ total investments as reported on the statement of net assets available for benefits at fair value as of December 31, 2017 and 2016 .

Valuation Techniques Used to Determine Fair Value:
Level 1 Measurements

Most common and preferred stocks are traded in active markets on national and international securities exchanges and are valued at closing prices on the last
business day of each period presented. Cash is stated at cost which approximates fair value, with the exception of cash held in foreign currencies which
fluctuates with changes in the exchange rates. Short-term bills and notes are priced based on quoted market values.

Level 2 Measurements

Most U.S. Government Agency obligations, mortgage/asset-backed securities, and corporate fixed income securities are generally valued by benchmarking
model-derived prices to quoted market prices and trade data for identical or comparable securities. To the extent that quoted prices are not available, fair
value is determined based on a valuation model that includes inputs such as interest rate yield curves and credit spreads. Securities traded in markets that are
not considered active are
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valued based on quoted market prices, broker or dealer quotations, or alternative pricing sources with reasonable levels of price transparency. Other fixed
income includes futures and options which are priced on bid valuation or settlement pricing.

Level 3 Measurements

Private equity investment strategies include buy-out, venture capital, growth equity, distressed debt, and mezzanine debt. Private equity investments are held
through limited partnerships.

Limited partnerships are valued at estimated fair market value based on their proportionate share of the partnership's fair value as recorded in the
partnerships' audited financial statements. Partnership interests represent ownership interests in private equity funds and real estate funds. Real estate
partnerships invest in natural resources, commercial real estate and distressed real estate. The fair value of these investments is determined by reference to the
funds' underlying assets, which are principally securities, private businesses, and real estate properties. The value of interests held in limited partnerships,
other than securities, is determined by the general partner, based upon third-party appraisals of the underlying assets, which include inputs such as cost,
operating results, discounted cash flows and market based comparable data. Private equity and real estate limited partnerships typically call capital over a
three to five year period and pay out distributions as the underlying investments are liquidated. The typical expected life of these limited partnerships is 10-15
years and these investments typically cannot be redeemed prior to liquidation.

Not Classified

Commingled funds that hold underlying investments that have prices which are derived from the quoted prices in active markets are not classified within the
fair value hierarchy. Instead, these assets are measured at estimated fair value using the net asset value per share of the investments. The funds' underlying
assets are principally marketable equity and fixed income securities. Units held in commingled funds are valued at the unit value as reported by the
investment managers.

For the year ended December 31, 2017 , there were no significant changes to valuation techniques to determine the fair value of NiSource's pension and other
postretirement benefits' assets.
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Fair Value Measurements at December 31, 2017 :

Quoted Prices in Active

Markets for Significant
December 31, Identical Assets Significant Other Unobservable Inputs
(in millions) 2017 (Level 1) Observable Inputs (Level 2) (Level 3)
Pension plan assets:
Cash $ 9.7 $ 9.7 % — 3 —
Equity securities
U.S. equities 0.3 0.3 — —
Fixed income securities
Government 143.4 — 143.4 —
Corporate 332.6 — 332.6 —
Mutual Funds
U.S. multi-strategy 231.5 231.5 = =
International equities 85.8 85.8 — —
Fixed income 242.3 2423 = =
Private equity limited partnerships
U.S. multi-strategy ) 26.7 — — 26.7
International multi-strategy 19.1 — — 19.1
Distressed opportunities 32 — — 32
Real estate 49.9 — — 49.9
Commingled funds @
Short-term money markets 34.1
U.S. equities 466.6
International equities 265.1
Fixed income 244.9
Pension plan assets subtotal 2,155.2 569.6 476.0 98.9
Other postretirement benefit plan assets:
Mutual funds
U.S. equities 83.8 83.8 = =
International equities 39.8 39.8 — —
Fixed income 117.3 117.3 - =
Commingled funds @
Short-term money markets 9.4
U.S. equities 12.2
Other postretirement benefit plan assets
subtotal 262.5 240.9 — —
Due to brokers, net ¥ 2.5)
Accrued income/dividends 7.3

Total pension and other postretirement
benefit plan assets $ 24225 $ 8105 § 476.0 $ 98.9

(M This class includes limited partnerships/fund of funds that invest in a diverse portfolio of private equity strategies, including buy-outs, venture capital, growth capital, special situations and
secondary markets, primarily inside the United States.
@ This class includes limited partnerships/fund of funds that invest in diverse portfolio of private equity strategies, including buy-outs, venture capital, growth capital, special situations and
secondary markets, primarily outside the United States.
© This class of investments is measured at fair value using the net asset value per share and has not been classified in the fair value hierarchy.

@ This class represents pending trades with brokers.
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The table below sets forth a summary of changes in the fair value of the Plan’s Level 3 assets for the year ended December 31, 2017 :

Balance at Total gains or
January 1, losses (unrealized Balance at
2017 / realized) Purchases (Sales) December 31, 2017
Fixed income securities
Other fixed income 0.1 0.1) $ — S —  $ —
Private equity limited partnerships
U.S. multi-strategy 34.8 2.1 0.9 (11.1) 26.7
International multi-strategy 249 1.1 0.1 (7.0) 19.1
Distressed opportunities 4.1 0.4 — (1.3) 32
Real estate 9.2 (0.6) 42.1 (0.8) 49.9
Total 73.1 2.9 $ 431 $ (20.2) $ 98.9

The table below sets forth a summary of unfunded commitments, redemption frequency and redemption notice periods for certain investments that are measured at
fair value using the net asset value per share for the year ended December 31, 2017 :

Redemption Redemption Notice

(in millions) Fair Value Frequency Period
Commingled Funds

Short-term money markets $ 43.5 Daily 1 day

U.S. equities 478.8 Monthly 3 days

International equities 265.1 Monthly 10-30 days

Fixed income 244.9 Monthly 3 days
Total $ 1,032.3
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Fair Value Measurements at December 31, 2016 :

Quoted Prices in Active Significant
December 31, Markets for Identical Assets Significant Other Unobservable Inputs
(in millions) 2016 (Level 1) Observable Inputs (Level 2) (Level 3)
Pension plan assets:
Cash $ 19 $ 19 S — 3 —
Fixed income securities
Government 42.2 — 42.2 —
Corporate 104.1 — 104.1 —
Other fixed income 0.1 — — 0.1
Mutual Funds
U.S. multi-strategy 283.2 283.2 — —
International equities 116.6 116.6 == =
Fixed income 135.6 135.6 — —
Private equity limited partnerships
U.S. multi-strategy () 34.8 — — 34.8
International multi-strategy 24.9 — — 24.9
Distressed opportunities 4.1 — — 4.1
Real Estate 9.2 — — 9.2
Commingled funds @
Short-term money markets 16.6
U.S. equities 472.0
International equities 223.2
Fixed income 280.7
Pension plan assets subtotal 1,749.2 537.3 146.3 73.1
Other postretirement benefit plan assets:
Mutual funds
U.S. equities 85.4 85.4 — —
International equities 41.8 41.8 = —
Fixed income 86.8 86.8 — —
Commingled funds @
Short-term money markets 9.5
U.S. equities 12.5
Other postretirement benefit plan assets
subtotal 236.0 214.0 — —
Due to brokers, net @ (5.0)
Receivables/payables 2.1

Total pension and other postretirement
benefit plan assets $ 1,9823 § 7513 $ 1463 $ 73.1

() This class includes limited partnerships/fund of funds that invest in a diverse portfolio of private equity strategies, including buy-outs, venture capital, growth capital, special situations and
secondary markets, primarily in the United States.

@ This class includes limited partnerships/fund of funds that invest in a diverse portfolio of private equity strategies, including buy-outs, venture capital, growth capital, special situations and
secondary markets, primarily outside the United States.

©) This class of investments is measured at fair value using the net asset value per share and has not been classified in the fair value hierarchy.

® This class represents pending trades with brokers.
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The table below sets forth a summary of changes in the fair value of the Plan’s Level 3 assets for the year ended December 31, 2016 :

Balance at Total gains or Balance at
January 1, losses (unrealized December 31,
2016 / realized) Purchases (Sales) 2016
Fixed income securities
Other fixed income 0.1 $ — 3 — 3 0.1
Private equity limited partnerships
U.S. multi-strategy 46.4 2.1 0.8 (14.5) 34.8
International multi-strategy 29.3 2.0 1.0 (7.4) 24.9
Distress opportunities 5.9 0.4) 0.1 (1.5) 4.1
Real estate 13.6 0.1 0.1 (4.6) 9.2
Total 95.3 3.8 $ 20 § (28.0) $ 73.1

The table below sets forth a summary of unfunded commitments, redemption frequency and redemption notice periods for certain investments that are measured at
fair value using the net asset value per share for the year ended December 31, 2016 :

Redemption Redemption Notice

(in millions) Fair Value Frequency Period
Commingled Funds

Short-term money markets $ 26.1 Daily 1 day

U.S. equities 484.5 Monthly 3 days

International equities 2232 Monthly 14-30 days

Fixed income 280.7 Monthly 3 days
Total $ 1,014.5
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NiSource Pension and Other Postretirement Benefit Plans’ Funded Status and Related Disclosure . The following table provides a reconciliation of the plans’
funded status and amounts reflected in NiSource’s Consolidated Balance Sheets at December 31 based on a December 31 measurement date:

Pension Benefits Other Postretirement Benefits
(in millions) 2017 2016 2017 2016
Change in projected benefit obligation
Benefit obligation at beginning of year $ 2,1658 § 2,206.7 $ 529.0 $ 525.8
Service cost 30.0 30.7 4.8 5.0
Interest cost 68.3 89.7 17.8 22.0
Plan participants’ contributions — — 5.7 59
Plan amendments 0.9 — 1.6 7.5
Actuarial (gain) loss 98.3 2.7) 36.2 1.0
Settlement loss 1.6 — — =
Benefits paid (172.3) (158.6) (39.3) (38.9)
Estimated benefits paid by incurred subsidy — — 0.5 0.7
Projected benefit obligation at end of year $ 2,1926 $ 2,1658  $ 556.3 $ 529.0
Change in plan assets
Fair value of plan assets at beginning of year $ 1,7509 § 1,747.1  §$ 2314 $ 2259
Actual return on plan assets 299.1 159.1 33.1 13.0
Employer contributions 282.3 33 31.6 25.5
Plan participants’ contributions — — 5.7 5.9
Benefits paid (172.3) (158.6) (39.3) (38.9)
Fair value of plan assets at end of year $ 2,1600 $ 1,7509 $ 262.5 $ 231.4
Funded Status at end of year $ (32.6) $ (4149) $ (293.8) $ (297.6)
Amounts recognized in the statement of
financial position consist of:
Noncurrent assets 9.8 — — —
Current liabilities (2.8) (2.9) (0.7) (0.7)
Noncurrent liabilities (39.6) (412.0) (293.1) (296.9)
Net amount recognized at end of year @ $ (32.6) $ (414.9) $ 2938 $ (297.6)
Amounts recognized in accumulated other comprehensive income
or regulatory asset/liability ®
Unrecognized prior service credit $ 25 $ 1.0 $ (23.1) $ (29.2)
Unrecognized actuarial loss 692.9 835.5 84.2 68.3
Net amount recognized at end of year $ 6954 § 836.5 $ 61.1 $ 39.1

() The change in benefit obligation for Pension Benefits represents the change in Projected Benefit Obligation while the change in benefit obligation for Other Postretirement Benefits represents
the change in accumulated postretirement benefit obligation.

@ NiSource recognizes in its Consolidated Balance Sheets the underfunded and overfunded status of its various defined benefit postretirement plans, measured as the difference between the fair
value of the plan assets and the benefit obligation.

® NiSource determined that for certain rate-regulated subsidiaries the future recovery of pension and other postretirement benefits costs is probable. These rate-regulated subsidiaries recorded
regulatory assets and liabilities of $733.5 million and $0.1 million , respectively, as of December 31, 2017 , and $847.5 million and $0.3 million , respectively, as of December 31, 2016 that
would otherwise have been recorded to accumulated other comprehensive loss.

NiSource’s accumulated benefit obligation for its pension plans was $2,170.4 million and $2,148.9 million as of December 31, 2017 and 2016 , respectively. The
accumulated benefit obligation as of a date is the actuarial present value of benefits attributed by the pension benefit formula to employee service rendered prior to
that date and based on current and past compensation levels. The accumulated benefit obligation differs from the projected benefit obligation disclosed in the table
above in that it includes no assumptions about future compensation levels.
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NiSource is required to reflect the funded status of the pension and postretirement benefit plans on the Consolidated Balance Sheet. The funded status of the plans
is measured as the difference between the plan assets' fair value and the projected benefit obligation. NiSource has presented the noncurrent aggregate of all
underfunded plans within "Accrued liability for postretirement and postemployment benefits." The portion of the amount by which the actuarial present value of
benefits included in the projected benefit obligation exceeds the fair value of plan assets, payable in the next 12 months, is reflected in "Accrued compensation and
other benefits." NiSource has presented the aggregate of all overfunded plans within "Deferred charges and other."

Information for pension plans with an accumulated benefit obligation in excess of plan assets:

December 31,

2017 2016
Accumulated Benefit Obligation $ 1,502.5 $ 2,148.9
Funded Status
Projected Benefit Obligation 1,524.7 2,165.8
Fair Value of Plan Assets 1,482.3 1,750.9
Funded Status of Underfunded Pension Plans at End of Year $ 424 $ (414.9)

Information for pension plans with plan assets in excess of the accumulated benefit obligation:

December 31,

2017 2016
Accumulated Benefit Obligation $ 6679 $ —
Funded Status
Projected Benefit Obligation 667.9 —
Fair Value of Plan Assets 677.7 —
Funded Status of Overfunded Pension Plans at End of Year $ 98 § —

In aggregate, NiSource pension plans were underfunded by $32.6 million at December 31, 2017 compared to being underfunded at December 31, 2016 by $414.9
million . The improvement in the funded status was due primarily to employer contributions and favorable asset returns offset by a decrease in discount rates.
NiSource contributed $282.3 million and $3.3 million to its pension plans in 2017 and 2016 , respectively.

NiSource’s other postretirement benefit plans were underfunded by $293.8 million at December 31, 2017 compared to being underfunded at December 31, 2016 by
$297.6 million . The improvement in funded status was primarily due to employer contributions and favorable asset returns slightly offset by a decrease in discount
rates. NiSource contributed $31.6 million and $25.5 million to its other postretirement benefit plans in 2017 and 2016 , respectively.

No amounts of NiSource’s pension or other postretirement benefit plans’ assets are expected to be returned to NiSource or any of its subsidiaries in 2017 .

In 2017, one of NiSource's qualified pension plans paid lump sum payouts in excess of the plan's 2017 service cost plus interest cost and, therefore, settlement
accounting was required. A settlement charge of $13.7 million was recorded in 2017 . Net periodic pension benefit cost for 2017 was decreased by $3.2 million as
a result of the interim remeasurement.
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The following table provides the key assumptions that were used to calculate the pension and other postretirement benefits obligations for NiSource’s various plans
as of December 31:

Pension Benefits Other Postretirement Benefits
2017 2016 2017 2016
Weighted-average assumptions to Determine Benefit Obligation

Discount Rate 3.58% 4.03% 3.67% 4.12%
Rate of Compensation Increases 4.00% 4.00% = -
Health Care Trend Rates

Trend for Next Year — — 8.52% 8.43%

Ultimate Trend — — 4.50% 4.50%

Year Ultimate Trend Reached — — 2025 2024

Assumed health care cost trend rates have a significant effect on the amounts reported for the health care plans. A one-percentage-point change in assumed health
care cost trend rates would have the following effects:

(in millions) 1% point increase 1% point decrease
Effect on service and interest components of net periodic cost $ 1.1 $ (0.9)
Effect on accumulated postretirement benefit obligation 29.7 (25.9)

NiSource expects to make contributions of approximately $2.9 million to its pension plans and approximately $25.0 million to its postretirement medical and life
plans in 2018.

The following table provides benefits expected to be paid in each of the next five fiscal years, and in the aggregate for the five fiscal years thereafter. The expected
benefits are estimated based on the same assumptions used to measure NiSource’s benefit obligation at the end of the year and includes benefits attributable to the
estimated future service of employees:

Other
Postretirement Federal
(in millions) Pension Benefits Benefits Subsidy Receipts
Year(s)
2018 $ 176.2 § 343 % 0.5
2019 173.7 353 0.5
2020 172.1 36.3 0.5
2021 172.0 36.9 0.5
2022 171.3 36.9 0.5
2023-2027 784.7 178.9 1.9
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The following table provides the components of the plans’ actuarially determined net periodic benefits cost for each of the three years ended December 31, 2017 ,
2016 and 2015 :

Other Postretirement

Pension Benefits Benefits
(in millions) 2017 2016 2015 2017 2016 2015
Components of Net Periodic Benefit Cost
Service cost $ 300 $ 307 $ 348 $ 48 $ 50 § 6.4
Interest cost 68.3 89.7 95.9 17.8 22.0 24.9
Expected return on assets (123.1) (132.9) (167.2) 15.9) (17.2) (28.2)
Amortization of prior service cost (credit) 0.7) 0.2) 0.1 4.4) 4.9) 5.2)
Recognized actuarial loss 52.9 61.2 59.3 3.0 3.1 34
Net Periodic Benefit Costs 274 48.5 22.9 53 8.0 1.3
Additional loss recognized due to:
Settlement loss 13.7 — 2.5 — — —
Total Net Periodic Benefits Cost $ 411 § 485 °$ 254§ 53 § 80 § 1.3

The following table provides the key assumptions that were used to calculate the net periodic benefits cost for NiSource’s various plans:

Other Postretirement

Pension Benefits Benefits
2017 2016 2015 2017 2016 2015
Weighted-average Assumptions to Determine Net
Periodic Benefit Cost
Discount rate - service cost (1) 4.40% 4.24% 3.81% 4.58% 4.33% 3.94%
Discount rate - interest cost (1) 3.31% 4.24% 3.81% 3.48% 4.33% 3.94%
Expected Long-Term Rate of Return on Plan
Assets 7.25% 8.00% 8.30% 6.99% 7.85% 8.15%
Rate of Compensation Increases 4.00% 4.00% 4.00% = == =

M In January 2017, NiSource changed the method used to estimate the service and interest components of net periodic benefit cost for pension and other postretirement benefits. This change,
compared to the previous method, resulted in a decrease in the actuarially-determined service and interest cost components. Historically, NiSource estimated service and interest cost utilizing a
single weighted-average discount rate derived from the yield curve used to measure the benefit obligation at the beginning of the period. For fiscal 2017 and beyond, NiSource now utilizes a full
yield curve approach to estimate these components by applying the specific spot rates along the yield curve used in the determination of the benefit obligation to the relevant projected cash
flows.

NiSource believes it is appropriate to assume a 7.25% and 6.99% rate of return on pension and other postretirement plan assets, respectively, for its calculation of
2017 pension benefits cost. These rates are primarily based on asset mix and historical rates of return and were adjusted in the current year due to anticipated
changes in asset allocation and projected market returns.
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The following table provides other changes in plan assets and projected benefit obligations recognized in other comprehensive income or regulatory asset or
liability:

Other Postretirement

Pension Benefits Benefits
(in millions) 2017 2016 2017 2016
Other Changes in Plan Assets and Projected Benefit Obligations Recognized in
Other Comprehensive Income or Regulatory Asset or Liability
Net prior service cost $ 09 3 — 8 1.6 $ 7.5
Net actuarial loss (gain) (76.1) (28.9) 18.9 53
Settlements 13.7) — — —
Less: amortization of prior service cost 0.7 0.2 4.4 4.9
Less: amortization of net actuarial loss (52.9) (61.2) 3.0) 3.1
Total Recognized in Other Comprehensive Income or Regulatory Asset or
Liability $ (141.1) $ 89.9) $ 219 § 14.6
Amount Recognized in Net Periodic Benefits Cost and Other Comprehensive
Income or Regulatory Asset or Liability $ (100.0) $ “414) $ 27.2 $ 22.6

Based on a December 31 measurement date, the net unrecognized actuarial loss, unrecognized prior service cost (credit), and unrecognized transition obligation
that will be amortized into net periodic benefit cost during 2018 for the pension plans are $40.9 million , $(0.4) million and zero , respectively, and for other
postretirement benefit plans are $3.8 million , $(4.0) million and zero , respectively.

12. Common Stock

As of December 31, 2017 , NiSource had 400,000,000 authorized shares of common stock with a $0.01 par value.

ATM Program and Forward Sale Agreement. On May 3, 2017, NiSource entered into four separate equity distribution agreements, pursuant to which NiSource
may sell, from time to time, up to an aggregate of $500.0 million of its common stock. As of December 31, 2017, the ATM program (including the impacts of
forward sales agreements discussed below) had approximately $10.0 million of equity available for issuance. The program expires on December 31, 2018. The
following table summarizes NiSource's activity under the ATM program:

Year Ending December 31, 2017 2016 2015

Number of shares issued 11,931,376 — —
Average price per share $ 26.58 — —
Proceeds, net of fees ( in millions) $ 314.7 — —

On November 13, 2017, under the ATM program, NiSource executed a forward agreement, which allows NiSource to issue a fixed number of shares at a price to
be settled in the future. From November 13, 2017 to December 8, 2017, 6,345,860 shares were borrowed from third parties and sold by the dealer at a weighted
average price of $27.24 per share. NiSource may settle this agreement in shares, cash, or net shares by November 12, 2018.

NiSource has classified the forward agreement as an equity transaction in accordance with relevant GAAP. As a result of this classification, no amounts have been
recorded in the financial statements as of and for the period ended December 31, 2017. Delivery of shares will eventually result in dilution to basic EPS upon
settlement. In periods prior to the settlement date, a dilutive effect of the forward agreement on NiSource's EPS could occur during periods when the average
market price per share of NiSource common stock is above the share price adjusted forward sale price. See Note 4, "Earnings Per Share," for additional
information.
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Had NiSource settled all 6,345,860 shares under the forward agreement at December 31, 2017, NiSource would have received approximately $171.2 million ,
based on a net price of $26.98 per share.

Common Stock Dividend. Holders of shares of NiSource’s common stock are entitled to receive dividends when, as and if declared by the 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. NiSource has paid quarterly common dividends totaling $0.70 , $0.64 and $0.83 per share for the years ended December 31, 2017 , 2016 and 2015,
respectively. At its January 26, 2018 meeting, the Board declared a quarterly common dividend of $0.195 per share, payable on February 20, 2018 to holders of
record on February 9, 2018 . NiSource has certain debt covenants which could potentially limit the amount of dividends the Company could pay in order to
maintain compliance with these covenants. Refer to Note 14, "Long-Term Debt," for more information. As of December 31, 2017 , these covenants did not restrict
the amount of dividends that were available to be paid.

Dividend Reinvestment and Stock Purchase Plan. NiSource offered a Dividend Reinvestment and Stock Purchase Plan which allowed participants to reinvest
dividends and make voluntary cash payments to purchase additional shares of common stock. This plan was terminated effective December 31, 2017 in favor of an
independent plan sponsored by NiSource’s transfer agent, Computershare Trust Company, N.A.

13. Share-Based Compensation

The NiSource stockholders originally approved and adopted the NiSource Inc. 2010 Omnibus Incentive Plan (“Omnibus Plan”) at the Annual Meeting of
Stockholders held on May 11, 2010. Stockholders re-approved the Omnibus Plan as amended at the Annual Meeting of Stockholders held on May 12, 2015. The
Omnibus Plan provides for awards to employees and non-employee directors of incentive and nonqualified stock options, stock appreciation rights, restricted
stock, restricted stock units, performance shares, performance units, cash-based awards and other stock-based awards and supersedes the long-term incentive plan
approved by stockholders on April 13, 1994 (“1994 Plan”) and the Director Stock Incentive Plan (“Director Plan’). The Omnibus Plan provides that the number of
shares of common stock of NiSource available for awards is 8,000,000 plus the number of shares subject to outstanding awards that expire or terminate for any
reason that were granted under either the 1994 Plan or the Director Plan, plus the number of shares that were awarded as a result of the Separation-related
adjustments (discussed below). At December 31, 2017 , there were 4,455,389 shares reserved for future awards under the Omnibus Plan.

NiSource recognized stock-based employee compensation expense of $15.3 million , $15.1 million and $18.8 million , during 2017, 2016 and 2015 , respectively,

as well as related tax benefits of $5.9 million , $5.8 million and $7.2 million , respectively. Additionally, NiSource adopted ASU 2016-09 in the third quarter of
2016 and recognized excess tax benefits from the distribution of vested share-based employee compensation in 2017 and 2016. For the twelve months ended
December 31, 2017 and December 31, 2016, $4.4 million and $7.2 million of such benefits were recorded, respectively.

As of December 31, 2017 , the total remaining unrecognized compensation cost related to non-vested awards amounted to $19.4 million , which will be amortized
over the weighted-average remaining requisite service period of 1.8 years.

Separation-related Adjustments . In connection with the Separation, NiSource and CPG entered into an Employee Matters Agreement, effective July 1, 2015.
Under the terms of the Employee Matters Agreement, and pursuant to the terms of the Omnibus Plan, the Compensation Committee of the Board of NiSource
approved an adjustment to outstanding awards granted under the Omnibus Plan in order to preserve the intrinsic aggregate value of such awards before the
Separation (the “Valuation Adjustment”). The Separation-related adjustments did not have a material impact on either compensation expense or the potentially
dilutive securities to be considered in the calculation of diluted earnings per share of common stock. Former NiSource employees transferred to CPG as a result of
the Separation surrendered their outstanding unvested NiSource awards effective July 1, 2015.

Restricted Stock Units and Restricted Stock . Restricted stock units and shares of restricted stock granted to employees in 2017 and 2016 were immaterial.

In 2015, NiSource granted 660,230 restricted stock units and shares of restricted stock to employees, subject to service conditions. The total grant date fair value
of the restricted stock units and shares of restricted stock was $23.9 million , based on the average market price of NiSource’s common stock at the date of each
grant less the present value of any dividends not received during the vesting period, which will be expensed over the vesting period which is generally three years.
Including the effect of the Valuation Adjustment, 635,795 non-vested restricted stock units and shares of restricted stock granted in 2015 were outstanding as of
December 31,2017 .
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If an employee terminates employment before the service conditions lapse under the 2015, 2016 or 2017 awards due to (1) Retirement or Disability (as defined in
the award agreement), or (2) death, the service conditions will lapse on the date of such termination with respect to a pro rata portion of the restricted stock units
and shares of restricted stock based upon the percentage of the service period satisfied between the grant date and the date of the termination of employment. In the
event of a change in control (as defined in the award agreement), all unvested shares of restricted stock and restricted stock units awarded prior to 2015 will
immediately vest and all unvested shares of restricted stock and restricted stock units awarded in 2015, 2016 and 2017 will immediately vest upon termination of
employment occurring in connection with a change in control. Termination due to any other reason will result in all unvested shares of restricted stock and
restricted stock units awarded being forfeited effective on the employee’s date of termination.

Weighted Average
Restricted Stock Grant Date Fair

(shares) Units Value Per Unit ($)
Nonvested at December 31, 2016 1,642,030 12.05
Granted 10,983 22.87
Forfeited (85,436) 14.64
Vested (869,451) 9.33
Nonvested at December 31, 2017 698,126 15.09

Performance Shares . In 2017 , NiSource granted 660,750 performance shares subject to service, performance and market conditions. The grant date fair value of
the awards was $12.9 million , based on the average market price of NiSource’s common stock at the date of each grant less the present value of dividends not
received during the vesting period which will be expensed over the three year requisite service period. The performance conditions are based on achievement of
certain non-GAAP financial measures: cumulative net operating earnings per share, a non-GAAP financial measure that NiSource defines as income from
continuing operations adjusted for certain items, for the three-year period ending December 31, 2019; and relative total shareholder return, a market measure that
NiSource defines as the annualized growth in dividends and share price of a share of NiSource's common stock (calculated using a 20 trading day average of
NiSource's closing price beginning on December 31, 2016 and ending on December 31, 2019) compared to the total shareholder return performance of a
predetermined peer group of companies. A Monte Carlo analysis was used to value the portion of these awards dependent on market conditions. As of
December 31, 2017 , 604,944 non-vested performance shares granted were outstanding. The service conditions for these awards lapse on February 28, 2020.

In 2016 , NiSource granted 647,305 performance shares subject to service, performance and market conditions. The grant date fair value of the awards was $12.6
million , based on the average market price of NiSource’s common stock at the date of each grant less the present value of dividends not received during the
vesting period which will be expensed over the three year requisite service period. The performance conditions are based on achievement of certain non-GAAP
financial measures: cumulative net operating earnings per share, a non-GAAP financial measure that NiSource defines as income from continuing operations
adjusted for certain items, for the three-year period ending December 31, 2018; and relative total shareholder return, a market measure that NiSource defines as the
annualized growth in dividends and share price of a share of NiSource's common stock (calculated using a 20 trading day average of NiSource's closing price
beginning on December 31, 2015 and ending on December 31, 2018) compared to the total shareholder return performance of a predetermined peer group of
companies. A Monte Carlo analysis was used to value the portion of these awards dependent on market conditions. As of December 31, 2017 , 579,829 non-vested
performance shares granted were outstanding. The service conditions for these awards lapse on February 28, 2019.

In 2015, NiSource did not grant any performance shares subject to performance and service conditions.
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Weighted Average
Performance Grant Date Fair

(shares) Awards Value Per Unit ($)
Nonvested at December 31, 2016 647,305 19.50
Granted 660,750 19.50
Forfeited (123,282) 19.45
Vested — —
Nonvested at December 31, 2017 1,184,773 19.52

Non-employee Director Awards . As of May 11, 2010, awards to non-employee directors may be made only under the Omnibus Plan. Currently, restricted stock
units are granted annually to non-employee directors, subject to a non-employee director’s election to defer receipt of such restricted stock unit award. The non-
employee director’s annual award of restricted stock units vest on the last day of the non-employee director’s annual term corresponding to the year the restricted
stock units were awarded subject to special pro-rata vesting rules in the event of Retirement or Disability (as defined in the award agreement), or death. The vested
restricted stock units are payable as soon as practicable following vesting except as otherwise provided pursuant to the non-employee director’s election to defer.
Certain restricted stock units remain outstanding from the Director Plan. All such awards are fully vested and shall be distributed to the directors upon their
separation from the Board.

As of December 31, 2017 , 225,613 restricted stock units are outstanding to non-employee directors under either the Omnibus Plan or the Director Plan. Of this
amount, 54,964 restricted stock units are unvested and expected to vest.

401(k) Match, Profit Sharing and Company Contribution. NiSource has a voluntary 401(k) savings plan covering eligible employees that allows for periodic
discretionary matches as a percentage of each participant’s contributions payable in cash for nonunion employees and generally payable in shares of NiSource
common stock for union employees, subject to collective bargaining. NiSource also has a retirement savings plan that provides for discretionary profit sharing
contributions similarly payable in cash or shares of NiSource common stock to eligible employees based on earnings results; and eligible employees hired after
January 1, 2010 receive a non-elective company contribution of 3% of eligible pay similarly payable in cash or shares of NiSource common stock. For the years
ended December 31, 2017 , 2016 and 2015 , NiSource recognized 401(k) match, profit sharing and non-elective contribution expense of $37.6 million , $32.3
million and $27.4 million , respectively.
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14. Long-Term Debt

NiSource long-term debt as of December 31, 2017 and 2016 is as follows:

Outstanding balance as
of December 31, (in

Weighted
average interest millions)
Long-term debt type Maturity as of December 31, 2017 rate (%) 2017 2016
Senior notes:
NiSource September 2017 5.25% $ — § 2104
NiSource March 2018 6.40% 275.1 476.0
NiSource January 2019 6.80% 255.1 500.0
NiSource March 2019 Variable ® — 500.0
NiSource September 2020 5.45% 325.1 550.0
NiSource December 2021 4.45% 63.6 63.6
NiSource March 2022 6.13% 180.0 500.0
NiSource November 2022 2.65% 500.0 —
NiSource February 2023 3.85% 250.0 250.0
NiSource November 2025 5.89% 265.0 265.0
NiSource May 2027 3.49% 1,000.0 —
NiSource December 2027 6.78% 3.0 3.0
NiSource December 2040 6.25% 250.0 250.0
NiSource June 2041 5.95% 400.0 400.0
NiSource February 2042 5.80% 250.0 250.0
NiSource February 2043 5.25% 500.0 500.0
NiSource February 2044 4.80% 750.0 750.0
NiSource February 2045 5.65% 500.0 500.0
NiSource May 2047 4.38% 1,000.0 —
NiSource March 2048 3.95% 750.0 —
Total senior notes $ 7,5169 $ 5,968.0
Medium term notes:
NiSource April 2022 to May 2027 7.99% $ 490 § 106.0
NIPSCO August 2022 to August 2027 7.61% 68.0 95.5
Columbia of Massachusetts December 2025 to February 2028 6.30% 40.0 40.0
Total medium term notes $ 1570 $ 2415
Capital leases:
NIPSCO May 2018 3.95% $ 38 § 12.7
NiSource Corporate Services October 2019 3.26% 1.4 3.5
Columbia of Ohio October 2021 to June 2038 6.41% 88.5 80.1
Columbia of Virginia August 2024 to July 2029 12.21% 5.2 5.5
Columbia of Kentucky May 2027 3.79% 0.4 =
Columbia of Pennsylvania August 2027 to June 2036 5.45% 31.0 31.9
Columbia of Massachusetts December 2033 to July 2036 4.37% 22.8 23.7
Total capital leases 153.1 157.4
Pollution control bonds - NIPSCO April 2019 5.85% 41.0 96.0
Unamortized issuance costs and discounts (71.5) $ (41.6)
Total Long-Term Debt $ 7,796.5 $ 6,421.3

(M Rate of one month Libor plus 95 basis points.

On November 30, 2017, NiSource Finance and Capital Markets merged with and into NiSource and NiSource became the primary obligor of NiSource Finance's
and Capital Market's outstanding obligations. The merger does not have any impact on NiSource's consolidated financial statements or the credit rating of
outstanding debt securities. None of NiSource's subsidiaries guarantee any third party debt.
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Details of NiSource's other 2017 long-term debt related activity are summarized below:

On March 27, 2017, Capital Markets redeemed $30.0 million of 7.86% and $2.0 million of 7.85% medium-term notes at maturity.

On April 3, 2017, Capital Markets redeemed $12.0 million of 7.82% , $10.0 million of 7.92% , $2.0 million of 7.93% and $1.0 million of 7.94% medium-
term notes at maturity.

On May 22, 2017, NiSource Finance closed its placement of $2.0 billion in aggregate principal amount of its senior notes, comprised of $1.0 billion of
3.49% senior notes due 2027 and $1.0 billion of 4.375% senior notes due 2047. Related to this placement, NiSource settled $950.0 million of aggregate
notional value forward-starting interest rate swaps, originally entered into to mitigate interest risk associated with the planned issuance of these notes.
Refer to Note 9, "Risk Management Activities," for additional information.

During the second quarter of 2017, NiSource Finance executed a tender offer for $990.7 million of outstanding notes consisting of a combination of its
6.40% notes due 2018, 6.80% notes due 2019, 5.45% notes due 2020, and 6.125% notes due 2022. In conjunction with the debt retired, NiSource Finance
recorded a $111.5 million loss on early extinguishment of long-term debt, primarily attributable to early redemption premiums.

On June 12, 2017, NIPSCO redeemed $22.5 million of 7.59% medium-term notes at maturity.
On July 1, 2017, NIPSCO redeemed $55.0 million of 5.70% pollution control bonds at maturity.
On August 4, 2017, NIPSCO redeemed $5.0 million of 7.02% medium-term notes at maturity.

On September 14, 2017, NiSource Finance closed its placement of $750.0 million of 3.95% senior notes due 2048. Related to this placement, NiSource
settled $750.0 million of aggregate notional value treasury lock agreements, originally entered into to mitigate the interest risk associated with the planned
issuance of these notes. Refer to Note 9, "Risk Management Activities," for additional information.

On September 15, 2017, NiSource Finance redeemed $210.4 million of 5.25% senior unsecured notes at maturity.

On November 17, 2017, NiSource Finance closed its placement of $500.0 million of 2.65% senior notes due 2022 to repay a $500.0 million variable-rate
term loan due March 29, 2019. Related to this placement, NiSource settled $250.0 million of aggregate notional value treasury lock agreements originally
entered into to mitigate the interest risk associated with the planned issuance of these notes. Refer to Note 9 , “Risk Management Activities,” for
additional information.

Details of NiSource's 2016 long-term debt related activity are summarized below:

On March 15, 2016, NiSource Finance redeemed $201.5 million of 10.75% senior unsecured notes at maturity.

On March 31, 2016, NiSource Finance entered into a $500 million term loan agreement with a syndicate of banks. The term loan matures March 29,
2019, at which point any and all outstanding borrowings under the agreement are due. Interest charged on borrowings depends on the variable rate
structure elected by NiSource Finance at the time of each borrowing. The available variable rate structures from which NiSource Finance may choose are
defined in the term loan agreement. As of December 31, 2016, NiSource Finance had $500.0 million of outstanding borrowings under the term loan
agreement.

In June 2016, NiSource Finance entered into forward-starting interest rate swaps with an aggregate notional amount of $500.0 million to hedge the
variability in cash flows attributable to changes in the benchmark interest rate during the period from the effective date of the swaps to the anticipated
date of forecasted debt issuances, expected to take place by the end of 2018. The forward-starting interest rate swaps were designated as cash flow hedges
at the time the agreements were executed, whereby any gain or loss recognized from the effective date of the swaps to the date the associated debt is
issued for the effective portion of the hedge is recorded net of tax in AOCI and amortized as a component of interest expense over the life of the
designated debt. If some portion of the hedges becomes ineffective, the associated gain or loss will be recognized in earnings.

On November 1, 2016, NIPSCO redeemed $130.0 million of 5.60% pollution control bonds at maturity.

On November 28, 2016, NiSource Finance redeemed $90.0 million of 5.41% senior unsecured notes at maturity.
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See Note 18 -A, "Contractual Obligations," for the outstanding long-term debt maturities at December 31, 2017 .
Unamortized debt expense, premium and discount on long-term debt applicable to outstanding bonds are being amortized over the life of such bonds.

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, 2017 , the ratio was 67.6% .

NiSource is also subject to certain other non-financial covenants under the revolving credit facility. Such covenants include a limitation on the creation or existence
of new liens on NiSource’s assets, generally exempting liens on utility assets, purchase money security interests, preexisting security interests and an additional
subset of assets equal to $150 million . An asset sale covenant generally restricts the sale, conveyance, lease, transfer or other disposition of NiSource’s assets to
those dispositions that are for a price not materially less than fair market of such assets, that would not materially impair the ability of NiSource to perform
obligations under the revolving credit facility, and that together with all other such dispositions, would not have a material adverse effect. The covenant also
restricts dispositions to no more than 10% of NiSource's consolidated total assets on December 31, 2015. The revolving credit facility also includes a cross-default
provision, which triggers an event of default under the credit facility in the event of an uncured payment default relating to any indebtedness of NiSource or any of
its subsidiaries in a principal amount of $50.0 million or more.

NiSource’s indentures generally do not contain any financial maintenance covenants. However, NiSource’s indentures are generally subject to cross-default
provisions ranging from uncured payment defaults of $5 million to $50 million , and limitations on the incurrence of liens on NiSource’s assets, generally
exempting liens on utility assets, purchase money security interests, preexisting security interests and an additional subset of assets capped at 10% of NiSource’s
consolidated net tangible assets.

15. Short-Term Borrowings

NiSource generates short-term borrowings from its revolving credit facility, commercial paper program, letter of credit issuances and accounts receivable transfer
programs. Each of these borrowing sources is described further below.

NiSource maintains a revolving credit facility to fund ongoing working capital requirements, including the provision of liquidity support for its commercial paper
program, provide for issuance of letters of credit and also for general corporate purposes. NiSource's revolving credit facility has a program limit of $1.85 billion
and is comprised of a syndicate of banks led by Barclays. At December 31, 2017 and 2016, NiSource had no outstanding borrowings under this facility.

NiSource'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. At December 31, 2017 and 2016 , NiSource had $869.0 million and $1,178.0 million , respectively, of commercial paper outstanding.

As of December 31, 2017 and 2016 , NiSource had $11.1 million and $14.7 million , respectively, of stand-by letters of credit outstanding all of which were under
the revolving credit facility.

Transfers of accounts receivable are accounted for as secured borrowings resulting in the recognition of short-term debt on the Consolidated Balance Sheets in the
amount of $336.7 million and $310.0 million as of December 31, 2017 and 2016 , respectively. Refer to Note 17 , "Transfers of Financial Assets," for additional
information.

Short-term borrowings were as follows:

At December 31, (in millions) 2017 2016

Commercial Paper weighted average interest rate of 1.97 % and 1.24% at December 31, 2017 and 2016, respectively. $ 869.0 § 1,178.0
Accounts receivable securitization facility borrowings 336.7 310.0
Total Short-Term Borrowings $ 1,205.7 $ 1,488.0

Given their maturities are less than 90 days, cash flows related to the borrowings and repayments of the items listed above are presented net in the Statements of
Consolidated Cash Flows.
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16. Fair Value

A. Fair Value Measurements

Recurring Fair Value Measurements . The following tables present financial assets and liabilities measured and recorded at fair value on NiSource’s Consolidated

Balance Sheets on a recurring basis and their level within the fair value hierarchy as of December 31, 2017 and December 31, 2016 :

Quoted Prices Significant
in Active Markets Significant Other Unobservable

Recurring Fair Value Measurements for Identical Assets Observable Inputs Inputs Balance as of
December 31, 2017 ( in millions ) (Level 1) (Level 2) (Level 3) December 31, 2017
Assets

Risk management assets $ — 8 21.1 — 21.1

Available-for-sale securities — 133.9 — 133.9
Total $ — 8 155.0 — 155.0
Liabilities

Risk management liabilities — 71.4 0.3 71.7
Total — 714 0.3 71.7

Quoted Prices Significant
in Active Markets Significant Other Unobservable

Recurring Fair Value Measurements for Identical Assets Observable Inputs Inputs Balance as of
December 31, 2016 ( in millions ) (Level 1) (Level 2) (Level 3) December 31, 2016
Assets

Risk management assets $ 54§ 43.6 — 49.0

Available-for-sale securities — 131.5 — 131.5
Total $ 54 $ 175.1 — 180.5
Liabilities

Risk management liabilities $ 12 3 589 § 12§ 61.3
Total $ 12§ 589 $ 12§ 61.3

Risk management assets and liabilities include interest rate swaps, exchange-traded NYMEX futures and NYMEX options and non-exchange-based forward
purchase contracts. Exchange-traded derivative contracts are based on unadjusted quoted prices in active markets and are classified within Level 1. These financial
assets and liabilities are secured with cash on deposit with the exchange; therefore, nonperformance risk has not been incorporated into these valuations. Certain
non-exchange-traded derivatives are valued using broker or over-the-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, options and treasury lock agreements. In certain instances, these
instruments may utilize models to measure fair value. NiSource uses a similar model to value similar instruments. Valuation models utilize various inputs that
include quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar assets or liabilities in markets that are not active, other
observable inputs for the asset or liability and market-corroborated inputs, (i.e., inputs derived principally from or 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 within Level
2. Certain derivatives trade in less active markets with a lower availability of pricing information and models may be utilized in the valuation. When such inputs
have a significant impact on the measurement of fair value, the instrument is categorized within Level 3. Credit risk is considered in the fair value calculation of
derivative instruments that are not exchange-traded. Credit exposures are adjusted to reflect collateral agreements which reduce exposures. As of

89



Table of Contents
NI1IS OURCEINC.
Notes to Consolidated Financial Statements

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

December 31, 2017 and 2016 , there were no material transfers between fair value hierarchies. Additionally, there were no changes in the method or significant
assumptions used to estimate the fair value of NiSource’s financial instruments.

NiSource has entered into forward-starting interest rate swaps to hedge the interest rate risk on coupon payments of forecasted issuances of long-term debt. These
derivatives are designated as cash flow hedges. Credit risk is considered in the fair value calculation of each agreement. As they are based on observable data and
valuations of similar instruments, the hedges are categorized within Level 2 of the fair value hierarchy. There was no exchange of premium at the initial date of the
swaps and treasury lock agreements, and NiSource can settle the contracts at any time. For additional information see Note 9 , "Risk Management Activities."

NIPSCO has entered into long-term forward natural gas purchase instruments that range from five to ten years to lock in a fixed price for its natural gas customers.
NiSource values these contracts using a pricing model that incorporates market-based information when available, as these instruments trade less frequently and
are classified within Level 2 of the fair value hierarchy. For additional information see Note 9, “Risk Management Activities.”

Available-for-sale securities are investments pledged as collateral for trust accounts related to NiSource’s wholly-owned insurance company. Available-for-sale
securities are included within “Other investments” in the Consolidated Balance Sheets. NiSource values U.S. Treasury, corporate and mortgage-backed securities
using a matrix pricing model that incorporates market-based information. These securities trade less frequently and are classified within Level 2. Total unrealized
gains and losses from available-for-sale securities are included in other comprehensive income. The amortized cost, gross unrealized gains and losses and fair value
of available-for-sale securities at December 31, 2017 and 2016 were:

Gross Gross
Amortized Unrealized Unrealized
December 31, 2017 (in millions) Cost Gains Losses Fair Value
Available-for-sale securities
U.S. Treasury debt securities 26.9 — 0.1) 26.8
Corporate/Other debt securities 106.8 0.9 (0.6) 107.1
Total 133.7 0.9 0.7) 133.9
Gross Gross
Amortized Unrealized Unrealized
December 31, 2016 (in millions) Cost Gains Losses Fair Value
Available-for-sale securities
U.S. Treasury debt securities 35.0 0.1 (0.6) 34.5
Corporate/Other debt securities 98.7 0.3 (2.0) 97.0
Total 133.7 0.4 (2.6) 131.5

Realized gains and losses on available-for-sale securities were immaterial for the year-ended December 31, 2017 and 2016.

The cost of maturities sold is based upon specific identification. At December 31, 2017 , approximately $13.7 million of U.S. Treasury debt securities and
approximately $ 2.9 million of Corporate/Other debt securities have maturities of less than a year.

There are no material items in the fair value reconciliation of Level 3 assets and liabilities measured at fair value on a recurring basis for the years ended
December 31, 2017 and 2016 .

Non-recurring Fair Value Measurements . There were no significant non-recurring fair value measurements recorded during the twelve months ended
December 31, 2017 .

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

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

Long-term debt . The fair values of outstanding long-term debt is estimated based on the quoted market prices for the same or similar securities. Certain premium
costs associated with the early settlement of long-term debt are not taken into consideration
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in determining fair value. These fair value measurements are classified within Level 2 of the fair value hierarchy. For the years ended December 31, 2017 and 2016
, there was no change in the method or significant assumptions used to estimate the fair value of long-term debt.

The carrying amount and estimated fair values of these financial instruments were as follows:

Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
At December 31, (in millions) 2017 2017 2016 2016
Long-term debt (including current portion) $ 7,796.5 $ 8,603.4 $ 6,421.3 § 7,064.1

17. Transfers of Financial Assets

Columbia of Ohio, NIPSCO and Columbia of Pennsylvania each maintain a receivables agreement whereby they transfer their customer accounts receivables to
third party financial institutions through wholly-owned and consolidated special purpose entities. The three agreements expire between March 2018 and October
2018 and may be further extended if mutually agreed to by the parties thereto.

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

Transfers of accounts receivable are accounted for as secured borrowings resulting in the recognition of short-term borrowings on the Consolidated Balance Sheets.
As of December 31, 2017 , the maximum amount of debt that could be recognized related to NiSource’s accounts receivable programs is $375.0 million .

The following table reflects the gross receivables balance and net receivables transferred as well as short-term borrowings related to the securitization transactions
as of December 31, 2017 and 2016 :

December 31, December 31,
(in millions) 2017 2016
Gross Receivables $ 6353 $ 618.3
Less: Receivables not transferred 298.6 308.3
Net receivables transferred $ 336.7 $ 310.0
Short-term debt due to asset securitization $ 336.7 $ 310.0

During 2017 and 2016 , $26.7 million and $64.0 million , respectively, was recorded as cash flows from financing activities related to the change in short-term
borrowings due to securitization transactions. Fees associated with the securitization transactions were $2.5 million , $2.3 million and $2.5 million for the years
ended December 31, 2017 , 2016 and 2015, respectively. NiSource remains responsible for collecting on the receivables securitized and the receivables cannot be
transferred to another party.
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18. Other Commitments and Contingencies

A. Contractual Obligations . NiSource has certain contractual obligations requiring payments at specified periods. The obligations include long-term debt, lease
obligations, energy commodity contracts and obligations for various services including pipeline capacity and outsourcing of IT services. The total contractual
obligations in existence at December 31, 2017 and their maturities were:

(in millions) Total 2018 2019 2020 2021 2022 After
Long-term debt $ 77149 $ 2751 296.1 $ 2061 $ 3251 $ 636 $ 7100 $ 6,045.0
Capital leases @ 254.4 18.1 15.7 15.4 15.5 15.5 1742
Interest payments on long-term debt 6,701.2 364.4 344.4 334.6 316.8 307.7 5,033.3
Operating leases @ 57.2 13.8 10.2 73 6.2 4.4 153
Energy commodity contracts 216.7 102.5 57.3 56.9 — I i
Service obligations:

Pipeline service obligations 2,649.9 538.9 520.5 390.7 344.7 331.0 524.1

IT service obligations 311.5 88.3 71.5 63.5 50.7 37.5 —

Other service obligations 178.2 483 433 433 433 — —
Other liabilities 28.7 28.7 _ _ _ . _
Total contractual obligations $ 18,1127  $ 1,478.1 $ 1,359.0 $ 12368 $ 840.8 $ 1,406.1 $ 11,791.9

(M Long-term debt balance excludes unamortized issuance costs and discounts of $71.5 million.

@ Capital lease payments shown above are inclusive of interest totaling $91.9 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 $29.3
million in 2018, $27.5 million in 2019, $19.7 million in 2020, $13.9 million in 2021, $9.6 million in 2022 and $7.4 million thereafter.

Operating and Capital Lease Commitments. NiSource leases assets in several areas of its operations including fleet vehicles and equipment, rail cars for coal
delivery and certain operations centers. Payments made in connection with operating leases were $ 49.5 million in 2017, $ 52.0 million in 2016 and $ 47.5 million
in 2015, and are primarily charged to operation and maintenance expense as incurred. Capital lease assets and related accumulated depreciation included in the
Consolidated Balance Sheets were $ 171.2 million and $ 32.4 million at December 31, 2017 , and $ 167.0 million and $ 20.6 million at December 31, 2016 ,
respectively.

Included in capital leases are the adjusted payments for the NIPSCO service agreement with Pure Air. Refer to section E, "Other Matters," below for additional
information.

Purchase and Service Obligations. NiSource has entered into various purchase and service agreements whereby NiSource is contractually obligated to make
certain minimum payments in future periods. NiSource’s purchase obligations are for the purchase of physical quantities of natural gas, electricity and coal.
NiSource’s service agreements encompass a broad range of business support and maintenance functions which are generally described below.

NiSource’s subsidiaries have entered into various energy commodity contracts to purchase physical quantities of natural gas, electricity and coal. These amounts
represent minimum quantities of these commodities NiSource is obligated to purchase at both fixed and variable prices. To the extent contractual purchase prices
are variable, obligations disclosed in the table above are valued at market prices as of December 31, 2017.

In July 2008, the IURC issued an order approving NIPSCO’s purchase power agreements with subsidiaries of Iberdrola Renewables, Buffalo Ridge I LLC and
Barton Windpower LLC. These agreements provide NIPSCO the opportunity and obligation to purchase up to 100 mw of wind power generated commencing in
early 2009. The contracts extend 15 and 20 years, representing 50 mw of wind power each. No minimum quantities are specified within these agreements due to

the variability of electricity generation from wind, so no amounts related to these contracts are included in the table above. Upon any termination of the agreements
by NIPSCO for any reason (other than material breach by Buffalo Ridge I LLC or Barton Windpower LLC), NIPSCO may be required to pay a termination charge
that could be material depending on the events giving rise to termination and the timing of the termination. NIPSCO began purchasing wind power in April 2009.
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NiSource has pipeline service agreements that provide for pipeline capacity, transportation and storage services. These agreements, which have expiration dates
ranging from 2018 to 2045 , require NiSource to pay fixed monthly charges.

NIPSCO has contracts with three major rail operators providing for coal transportation services for which there are certain minimum payments. These service
contracts extend for various periods through 2021 .

On December 31, 2013, NiSource Corporate Services Company signed a seven-year agreement with IBM to continue to provide business process and support
functions to NiSource under a combination of fixed and variable charges, with the variable charges fluctuating based on the actual need for such services. The
agreement was effective January 1, 2014 with a commencement date of April 1, 2014.

In April 2017, NiSource initiated a process to terminate its agreement with IBM and began negotiating contracts with IT service providers other than IBM.
NiSource reached an agreement with IBM resolving all termination issues under the service agreement in the fourth quarter of 2017. Liabilities recorded related to
termination charges as of December 31, 2017 are not material to the Consolidated Financial Statements.

In May and June 2017, NiSource executed agreements with new IT service providers. The new agreements have terms ending at various dates throughout 2022.
Transition of responsibilities from IBM to the new service providers was substantially complete as of the end of 2017. Costs associated with transition activities,
including legal and consulting fees, were expensed as incurred.

B. Guarantees and Indemnities . 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. These agreements are
entered into primarily to support or enhance the creditworthiness otherwise attributed to a subsidiary on a stand-alone basis, thereby facilitating the extension of
sufficient credit to accomplish the subsidiaries’ intended commercial purposes. At December 31, 2017 and 2016, NiSource had issued stand-by letters of credit of
$11.1 million and $14.7 million , respectively, for the benefit of third parties.

C. Legal Proceedings . 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.

D. Environmental Matters . NiSource operations are subject to environmental statutes and regulations related to air quality, water quality, hazardous waste
and solid waste. NiSource believes that it is in substantial compliance with the environmental regulations currently applicable to its operations.

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

As of December 31, 2017 and 2016 , NiSource had recorded a liability of $111.4 million to cover environmental remediation at various sites. The current portion
of this liability is included in "Legal and environmental" in the Consolidated Balance Sheets. The noncurrent portion is included in "Other noncurrent liabilities" in
the Consolidated Balance Sheets. NiSource recognizes costs associated with environmental remediation obligations when the incurrence of such costs is probable
and the amounts can be reasonably estimated. The original estimates for remediation activities may differ materially from the amount ultimately expended. The
actual future expenditures depend on many factors, including currently enacted laws and regulations, the nature and extent of impact, the method of remediation
and the availability of cost recovery. These expenditures are not currently estimable at some sites. NiSource periodically adjusts its liability as information is
collected and estimates become more refined.

Electric Operations' compliance estimates disclosed below are reflective of NIPSCO's Integrated Resource Plan submitted to the IURC on November 1, 2016. See
section E, "Other Matters," below for additional information.
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Air
The actions listed below could require further reductions in emissions from various emission sources. NiSource will continue to closely monitor developments in
these matters.

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

Clean Power Plan. On October 23, 2015, the EPA issued a final rule to regulate CO 2 emissions from existing fossil-fuel EGUs under section 111(d) of the CAA.
The final rule establishes national CO > emission-rate standards that are applied to each state’s mix of affected EGUs to establish state-specific emission-rate and
mass-emission limits. The final rule requires each state to submit a plan indicating how the state will meet the EPA's emission-rate or mass-emission limit,
including possibly imposing reduction obligations on specific units. If a state does not submit a satisfactory plan, the EPA will impose a federal plan on that state.

On February 9, 2016, the U.S. Supreme Court stayed implementation of the CPP until litigation is decided on its merits. On October 16, 2017, the EPA published
in the Federal Register a Notice of Proposed Rulemaking that would repeal the CPP. The public will have until April 26, 2018 to comment on this proposal, after
which time the proposal may become final. On December 28, 2017, in a separate but related action, the EPA published an Advanced Notice of Proposed
Rulemaking in the Federal Register to solicit information from the public about a potential future rulemaking to limit greenhouse gas emissions from existing
fossil-fuel EGUs. The public will have until February 26, 2018 to comment on the proposal. NIPSCO will continue to monitor this matter and cannot estimate its
impact at this time. Should costs be incurred to comply with the CPP, NIPSCO believes such costs will be eligible for recovery through customer rates.

Waste

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

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

NiSource utilizes a probabilistic model to estimate its future remediation costs related to its MGP sites. The model was prepared with the assistance of a third party
and incorporates NiSource and general industry experience with remediating MGP sites. NiSource completes an annual refresh of the model in the second quarter
of each fiscal year. No material changes to the estimated future remediation costs were noted as a result of the refresh completed as of June 30, 2017. The total
estimated liability at NiSource related to the facilities subject to remediation was $106.9 million and $105.5 million at December 31, 2017 and 2016 , respectively.
The liability represents NiSource’s best estimate of the probable cost to remediate the facilities. NiSource believes that it is reasonably possible that remediation
costs could vary by as much as $25 million in addition to the costs noted above. Remediation costs are estimated based on the best available information,
applicable remediation standards at the balance sheet date, and experience with similar facilities.

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

The publication of the CCR rule resulted in revisions to previously recorded legal obligations associated with the retirement of certain NIPSCO facilities. The
actual asset retirement costs related to the CCR rule may vary substantially from the estimates used to record the increased asset retirement obligation due to the
uncertainty about the compliance strategies that will be used and the preliminary nature of available data used to estimate costs. In addition, to comply with the
rule, NIPSCO will be required to incur future capital expenditures to modify its infrastructure and manage CCRs. Capital compliance costs are currently expected
to total
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approximately $193 million . As allowed by the EPA, NIPSCO will continue to collect data over time to determine the specific compliance solutions and
associated costs and, as a result, the actual costs may vary.

NIPSCO filed a petition on November 1, 2016 with the IURC seeking approval of the projects and recovery of the costs associated with CCR compliance. On June
9, 2017, NIPSCO filed with the IURC a settlement reached with certain parties regarding the CCR projects and treatment of associated costs. The IURC approved
the settlement in an order on December 13, 2017.

Water

ELG. On November 3, 2015, the EPA issued a final rule to amend the ELG and standards for the Steam Electric Power Generating category. The final rule became
effective January 4, 2016. The rule imposes new water treatment and discharge requirements on NIPSCO's electric generating facilities to be applied between 2018
and 2023. On April 25, 2017, the EPA published notice in the Federal Register that the EPA is reconsidering the ELG in response to several petitions for
reconsideration. On September 18, 2017, the EPA published notice in the Federal Register their intention to postpone the earliest compliance dates for flue gas
desulfurization wastewater and bottom ash transport water requirements to potentially consider revisions to technology and numeric limits achievable. NIPSCO is
unable to estimate the impact of the postponement of these compliance dates at this time. Based upon a preliminary engineering study, capital compliance costs are
currently expected to cost approximately $170 million . On November 1, 2016, NIPSCO filed a petition with the IURC seeking approval of the projects and
recovery of the costs associated with ELG compliance. Given the current postponement of certain compliance dates under the ELG rule, NIPSCO has agreed with
the settling parties as part of the settlement agreement discussed in the "CCRs" subsection above, that these ELG projects and related costs would be addressed in a
later proceeding.

E. Other Matters.

NIPSCO 2016 Integrated Resource Plan. Environmental, regulatory and economic factors, including low natural gas prices and aging coal-fired units, have led
NIPSCO to pursue modification of its current electric generation supply mix to include less coal-fired generation. Due to enacted CCR and ELG (subsequently
postponed) regulations, NIPSCO would expect to have incurred over $1 billion in operating, maintenance, environmental and other costs if the current fleet of
coal-fired generating units were to remain operational.

On November 1, 2016, NIPSCO submitted its 2016 Integrated Resource Plan with the IURC. The plan evaluated demand-side and supply-side resource
alternatives to reliably and cost effectively meet NIPSCO customers' future energy requirements over the ensuing 20 years. The 2016 Integrated Resource Plan
indicates that the most viable option for customers and NIPSCO involves the retirement of Bailly Generating Station (Units 7 and 8) as soon as mid-2018 and two
units (Units 17 and 18) at the R.M. Schahfer Generating Station by the end of 2023. It is projected over the long term that the cost to customers to retire these units
at these dates will be lower than maintaining and upgrading them for continuing generation.

NiSource and NIPSCO committed to the retirement of the Bailly Generating Station units in connection with the filing of the 2016 Integrated Resource Plan,
pending approval by the MISO. In the fourth quarter of 2016, the MISO approved NIPSCO's plan to retire the Bailly Generating Station units by May 31, 2018. In
accordance with ASC 980-360, the remaining net book value of the Bailly Generating Station units was reclassified from "Net utility plant" to "Other property, at
cost, less accumulated depreciation" on the Consolidated Balance Sheets.

In connection with the MISO's approval of NIPSCO's planned retirement of the Bailly Generating Station units, NiSource recorded $22.1 million of plant
retirement-related charges in the fourth quarter of 2016. These charges were comprised of contract termination charges related to NIPSCO's capital lease with Pure
Air (discussed further below), voluntary employee severance benefits, and write downs of certain materials and supplies inventory balances. These charges are
presented within "Operation and maintenance" on the Statements of Consolidated Income.

On February 1, 2018, as previously approved by the MISO, NIPSCO commenced a four-month outage of Bailly Generating Station Unit 8 in order to begin work
on converting the unit to a synchronous condenser (a piece of equipment designed to maintain voltage to ensure continued reliability on the transmission system).
Refer to Note 25, "Subsequent Event," for additional information.

NIPSCO Pure Air. 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 requiring NIPSCO 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
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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 $ 22.0 million and $ 21.7 million for the
years ended December 31, 2017 and 2016, 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.

As further discussed above in this Note 18 under the heading "NIPSCO 2016 Integrated Resource Plan," NIPSCO plans to retire the generation station units
serviced by Pure Air by May 31, 2018. In December 2016, as allowed by the provisions of the service agreement, NIPSCO provided Pure Air formal notice of
intent to terminate the service agreement, effective May 31, 2018. Providing this notice to Pure Air triggered a contract termination liability of $16 million which
was recorded in fourth quarter of 2016. This expense was included as part of the plant retirement-related charges discussed above. Payment of this liability is not
due until NIPSCO ceases use of the scrubber services. The liability is presented in "Other accruals" on the Consolidated Balance Sheets. In addition, NIPSCO
remeasured the remaining capital lease asset and obligation to reflect the change in estimated remaining minimum lease payments. This remeasurement was a non-
cash transaction that had no impact on the Statements of Consolidated Income.

19. Accumulated Other Comprehensive Loss

The following table displays the activity of Accumulated Other Comprehensive Loss, net of tax:

Accumulated
Other
Gains and Losses on  Gains and Losses on Pension and OPEB Comprehensive
(in millions) Securities Cash Flow Hedges ¥ Items Loss ¥
Balance as of January 1, 2015 $ 0.3 $ (236) $ 273) 8§ (50.6)
Other comprehensive loss before reclassifications (0.5) (11.0) (5.0) (16.5)
Amounts reclassified from accumulated other comprehensive loss (0.3) 32 2.6 5.5
Net current-period other comprehensive loss (0.8) (7.8) 2.4) (11.0)
Allocation of AOCI to noncontrolling interest I 2.0 I 2.0
Distribution of CPG to shareholders (Refer to Note 3, "Discontinued Operations") — 13.9 10.6 24.5
Balance as of December 31, 2015 $ ©5 3 as5) $ aa9.1) $ 35.1)
Other comprehensive income before reclassifications — 7.1 0.5 7.6
Amounts reclassified from accumulated other comprehensive loss (0.1) 1.5 1.0 2.4
Net current-period other comprehensive income (loss) (0.1) 8.6 1.5 10.0
Balance as of December 31, 2016 $ ©6) $ 69 $ a7.6) $ (25.1)
Other comprehensive income (loss) before reclassifications 0.6 (24.2) 1.9 (21.7)
Amounts reclassified from accumulated other comprehensive loss 0.2 1.7 1.5 3.4
Net current-period other comprehensive income (loss) 0.8 (22.5) 34 (18.3)
Balance as of December 31, 2017 $ 0.2 $ 294) $ a4.2) $ 43.4)

(M All amounts are net of tax. Amounts in parentheses indicate debits.

96



Table of Contents
NI1IS OURCEINC.
Notes to Consolidated Financial Statements

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

20. Other, Net

Year Ended December 31, (in millions) 2017 2016 2015
Interest Income $ 46 $ 34§ 0.8
AFUDC Equity 12.6 11.6 11.5
Charitable Contributions (19.9) 4.5) 4.8)
Miscellaneous (V) 0.1) 9.0) 9.9
Total Other, net $ 28 §$ 15 $ 17.4

(M Miscellaneous in 2016 primarily consists of a TUA-related charge of $8.6 million to reflect the estimated amount owed to the upgrade sponsors for the portion of the multiplier previously
collected for taxes. In 2015, Miscellaneous primarily consisted of TUA income.

21. Interest Expense, Net

Year Ended December 31, (in millions) 2017 2016 2015
Interest on long-term debt $ 3548 $ 3523 $ 377.5
Interest on short-term borrowings 14.9 9.2 2.2
Debt discount/cost amortization 7.2 7.6 8.7
Accounts receivable securitization fees 2.5 23 2.5
Allowance for borrowed funds used and interest capitalized during construction 6.2) (5.6) 5.4)
Debt-based post-in-service carrying charges (36.4) (35.1) (21.4)
Other 16.4 18.8 16.1
Total Interest Expense, net $ 3532 § 3495 § 380.2
22. Segments of Business

At December 31, 2017 , NiSource’s operations are divided into two primary reportable segments. The Gas Distribution Operations segment provides natural gas
service and transportation for residential, commercial and industrial customers in Ohio, Pennsylvania, Virginia, Kentucky, Maryland, Indiana and Massachusetts.
The Electric Operations segment provides electric service in 20 counties in the northern part of Indiana.
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The following table provides information about business segments. NiSource uses operating income as its primary measurement for each of the reported segments
and makes decisions on finance, dividends and taxes at the corporate level on a consolidated basis. Segment revenues include intersegment sales to affiliated
subsidiaries, which are eliminated in consolidation. Affiliated sales are recognized on the basis of prevailing market, regulated prices or at levels provided for
under contractual agreements. Operating income is derived from revenues and expenses directly associated with each segment.

Year Ended December 31, (in millions) 2017 2016 2015

Operating Revenues

Gas Distribution Operations

Unaffiliated $ 3,0879 § 28182 § 3,068.7

Intersegment 14.2 124 0.4
Total 3,102.1 2,830.6 3,069.1
Electric Operations

Unaffiliated 1,785.7 1,660.8 1,573.6

Intersegment 0.8 0.8 0.8
Total 1,786.5 1,661.6 1,574.4
Corporate and Other

Unaffiliated 1.0 13.5 9.5

Intersegment 510.8 4133 396.4
Total 511.8 426.8 405.9

Eliminations (525.8) (426.5) (397.6)
Consolidated Operating Revenues $ 4,874.6 $ 44925 $ 4,651.8
Year Ended December 31, (in millions) 2017 2016 2015
Operating Income (Loss)

Gas Distribution Operations $ 5456 $ 5740 $ 555.8

Electric Operations 364.8 291.4 264.4

Corporate and Other 0.2 (7.2) (20.3)
Consolidated Operating Income $ 9106 $§ 8582 § 799.9
Depreciation and Amortization

Gas Distribution Operations $ 2693 § 2529 $ 232.6

Electric Operations 271.8 274.5 267.7

Corporate and Other 23.2 19.7 24.1
Consolidated Depreciation and Amortization $ 5703 § 547.1 $ 524.4
Assets

Gas Distribution Operations $ 12,0488 $ 11,0964 § 10,094.5

Electric Operations 5,478.6 5,233.3 5,265.3

Corporate and Other 2,434.3 2,362.2 2,132.7
Consolidated Assets $ 19,961.7 $ 18,6919 $ 17,492.5
Capital Expenditures ()

Gas Distribution Operations $ 1,125.6 $ 1,0544 $ 917.0

Electric Operations 592.4 420.6 400.3

Corporate and Other 35.8 15.4 50.2
Consolidated Capital Expenditures $ 1,753.8 § 1,490.4 § 1,367.5

(' 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.
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23. Quarterly Financial Data (Unaudited)

Quarterly financial data does not always reveal the trend of NiSource’s business operations due to nonrecurring items and seasonal weather patterns, which affect
earnings and related components of revenue and operating income.

First Second Third Fourth
(in millions, except per share data) Quarter Quarter () Quarter Quarter @
2017
Operating Revenues $ 1,598.6 3 990.7 3 917.0 $ 1,368.3
Operating Income 416.5 124.5 99.6 270.0
Income (Loss) from Continuing Operations 211.3 (44.3) 14.0 (52.4)
Loss from Discontinued Operations - net of taxes — (0.1) — —
Net Income (Loss) 211.3 (44.4) 14.0 (52.4)
Basic Earnings (Loss) Per Share
Continuing Operations 0.65 (0.14) 0.04 (0.16)
Discontinued Operations — — — —
Basic Earnings (Loss) Per Share $ 065 $ 0.14) $ 004 3 (0.16)
Diluted Earnings (Loss) Per Share
Continuing Operations 0.65 (0.14) 0.04 (0.16)
Discontinued Operations — — — —
Diluted Earnings (Loss) Per Share $ 065 $ 0.14) $ 004 $ (0.16)
2016
Operating Revenues $ 1,436.6 3 8976 $ 8613 § 1,297.0
Operating Income 381.4 138.2 113.7 224.9
Income from Continuing Operations 186.6 29.0 23.7 88.8
Results from Discontinued Operations - net of taxes — 0.1) 3.5 —
Net Income 186.6 28.9 27.2 88.8
Basic Earnings Per Share
Continuing Operations 0.58 0.09 0.07 0.28
Discontinued Operations — — 0.01 —
Basic Earnings Per Share $ 058 § 009 $ 0.08 $ 0.28
Diluted Earnings Per Share
Continuing Operations 0.58 0.09 0.07 0.27
Discontinued Operations — — 0.01 —
Diluted Earnings Per Share $ 058 § 009 $ 008 $ 0.27

M The decrease in income from continuing operations during the second quarter of 2017 relates primarily to a $111.5 million loss on early extinguishment of long-term debt, primarily
attributable to early redemption premiums. See Note 14, "Long-Term Debt," for additional information.

@ The decrease in income from continuing operations during the fourth quarter of 2017 was due primarily to increased tax expense as a result of the impact of implementing the provisions of the
TCJA. See Note 10, "Income Taxes," for additional information.
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Notes to Consolidated Financial Statements

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

24. Supplemental Cash Flow Information

The following table provides additional information regarding NiSource’s Consolidated Statements of Cash Flows for the years ended December 31,2017 , 2016

and 2015 :

Year Ended December 31, (in millions) 2017

2016

2015

Supplemental Disclosures of Cash Flow Information
Non-cash transactions:
Capital expenditures included in current liabilities $ 173.0
Assets acquired under a capital lease 11.5
Schedule of interest and income taxes paid:
Cash paid for interest, net of interest capitalized amounts $ 339.9

Cash paid for income taxes, net of refunds 5.5

125.3
4.0

337.8
8.0

121.6
47.5

390.4
213

25. Subsequent Event

Unit 8 Outage at Bailly Generating Station. On February 1, 2018, as previously approved by the MISO, NIPSCO commenced a four-month outage of Bailly
Generating Station Unit 8 in order to begin work on converting the unit to a synchronous condenser (a piece of equipment designed to maintain voltage to ensure
continued reliability on the transmission system). Approximately $15 million of net book value of Unit 8 remained in “Net Utility Plant” as it is expected to remain
used and useful upon completion of the synchronous condenser, while the remaining net book value of approximately $143 million was reclassified to “Regulatory
assets (noncurrent)” on the Consolidated Balance Sheets. These amounts continue to be amortized at a rate consistent with their inclusion in customer rates.
NIPSCO expects to complete the retirement of Units 7 and 8 by May 31, 2018. Refer to Note 18-E, “Other Matters,” for additional information on the planned

retirement of Units 7 and 8 at Bailly Generation Station.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (continued)

NISOURCE INC.
SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS

Twelve months ended December 31,2017

Additions
Deductions for
Purposes for
Charged to Costs Charged to Other which Reserves were Balance
(8 in millions) Balance Jan. 1, 2017 and Expenses Account Created Dec. 31,2017
Reserves Deducted in Consolidated Balance Sheet from Assets to Which
They Apply:
Reserve for accounts receivable $ 233§ 148 § 39.1 $ 58.9 18.3
Reserve for other investments 30 | _| _| 3.0
Twelve months ended December 31, 2016
Additions
Deductions for
Purposes for which
Balance Charged to Costs Charged to Other Reserves were Balance
(8 in millions) Jan. 1, 2016 and Expenses Account Created Dec. 31,2016
Reserves Deducted in Consolidated Balance Sheet from Assets to Which
They Apply:
Reserve for accounts receivable S 203 S 197 $ 48.5 $ 65.2 233
Reserve for other investments 3.0 | _| | 3.0
Twelve months ended December 31, 2015
Additions
Deductions for
Purposes for which
Balance Charged to Costs Charged to Other Reserves were Balance
(8 in millions) Jan. 1, 2015 and Expenses Account Created Dec. 31, 2015
Reserves Deducted in Consolidated Balance Sheet from Assets to Which
They Apply:
Reserve for accounts receivable $ 249 $ 25 § 56.7 $ 83.8 203
Reserve for other investments 3.0 _ | _| _ | 3.0

(M Charged to Other Accounts reflects the deferral of bad debt expense to a regulatory asset.
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NIS OURCEINC.
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

NiSource’s chief executive officer and its chief financial officer are responsible for evaluating the effectiveness of the Company's disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)). NiSource's disclosure controls and procedures are designed to provide reasonable
assurance that the information required to be disclosed by the Company in reports that are filed or submitted under the Exchange Act are accumulated and
communicated to management, including NiSource's chief executive officer and chief financial officer, as appropriate, to allow timely decisions regarding required
disclosure and is recorded, processed, summarized and reported within the time periods specified in the rules and forms of the SEC. Based upon that evaluation,
NiSource's chief executive officer and chief financial officer concluded that, as of the end of the period covered by this report, disclosure controls and procedures
were effective to provide reasonable assurance that financial information was processed, recorded and reported accurately.

Management’s Annual Report on Internal Control over Financial Reporting

NiSource management, including NiSource’s chief executive officer and chief financial officer, are responsible for establishing and maintaining NiSource’s
internal control over financial reporting, as such term is defined under Rule 13a-15(f) or Rule 15d-15(f) promulgated under the Exchange Act. However,
management would note that a control system can provide only reasonable, not absolute, assurance that the objectives of the control system are met. NiSource’s
management has adopted the 2013 framework set forth in the Committee of Sponsoring Organizations of the Treadway Commission report, Internal Control -
Integrated Framework, the most commonly used and understood framework for evaluating internal control over financial reporting, as its framework for evaluating
the reliability and effectiveness of internal control over financial reporting. During 2017, NiSource conducted an evaluation of its internal control over financial
reporting. Based on this evaluation, NiSource management concluded that NiSource’s internal control over financial reporting was effective as of the end of the
period covered by this annual report.

Deloitte & Touche LLP, NiSource’s independent registered public accounting firm, issued an attestation report on NiSource’s internal controls over financial
reporting which is contained in Item 8, “Financial Statements and Supplementary Data.”

Changes in Internal Controls

There have been no changes in NiSource’s internal control over financial reporting during the most recently completed quarter covered by this report that has
materially affected, or is reasonably likely to materially affect, NiSource’s internal control over financial reporting.

ITEM 9B. OTHER INFORMATION

Not applicable.
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NIS OURCEINC.

PART IIT

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Except for the information required by this item with respect to NiSource's executive officers included at the end of Part I of this report on Form 10-K, the
information required by this Item 10 is incorporated herein by reference to the discussion in "Proposal 1 Election of Directors," "Corporate Governance," and
"Section 16(a) Beneficial Ownership Reporting Compliance," of the Proxy Statement for the Annual Meeting of Stockholders to be held on May 8, 2018 .

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item 11 is incorporated herein by reference to the discussion in "Corporate Governance - Compensation Committee Interlocks and
Insider Participation," "Director Compensation," "Executive Compensation," and "Executive Compensation - Compensation Committee Report," of the Proxy
Statement for the Annual Meeting of Stockholders to be held on May 8, 2018 .

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS

The information required by this Item 12 is incorporated herein by reference to the discussion in "Security Ownership of Certain Beneficial Owners and
Management" and "Equity Compensation Plan Information" of the Proxy Statement for the Annual Meeting of Stockholders to be held on May §, 2018 .

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information required by this Item 13 is incorporated herein by reference to the discussion in "Corporate Governance - Policies and Procedures with Respect to
Transactions with Related Persons" and "Corporate Governance - Director Independence" of the Proxy Statement for the Annual Meeting of Stockholders to be
held on May 8§, 2018 .

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this Item 14 is incorporated herein by reference to the discussion in "Independent Auditor Fees" of the Proxy Statement for the Annual
Meeting of Stockholders to be held on May 8, 2018 .
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NIS OURCEINC.

ITEM 15. EXHIBITS., FINANCIAL STATEMENT SCHEDULES

Financial Statements and Financial Statement Schedules
The following financial statements and financial statement schedules filed as a part of the Annual Report on Form 10-K are included in Item 8, "Financial
Statements and Supplementary Data."
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Exhibits
The exhibits filed herewith as a part of this report on Form 10-K are listed on the Exhibit Index below. Each management contract or compensatory plan or
arrangement of NiSource, listed on the Exhibit Index, is separately identified by an asterisk.

Pursuant to Item 601(b), paragraph (4)(iii)(A) of Regulation S-K, certain instruments representing long-term debt of NiSource’s subsidiaries have not been
included as Exhibits because such debt does not exceed 10% of the total assets of NiSource and its subsidiaries on a consolidated basis. NiSource agrees to furnish
a copy of any such instrument to the SEC upon request.

EXHIBIT
NUMBER DESCRIPTION OF ITEM

2.1) Separation and Distribution Agreement, dated as of June 30, 2015, by and between NiSource Inc. and Columbia
Pipeline Group, Inc. (incorporated by reference to Exhibit 2.1 to the NiSource Inc. Form 8-K filed on July 2, 2015).

3.1 Amended and Restated Certificate of Incorporation (incorporated by reference to Exhibit 3.1 to the NiSource Inc.
Form 10-Q filed on August 3, 2015).

3.2) Bylaws of NiSource Inc., as amended and restated through January 26, 2018 (incorporated by reference to Exhibit
3.1 to the NiSource Inc. Form 8-K filed on January 26, 2018).

“.1) Indenture, dated as of March 1, 1988, by and between Northern Indiana Public Service Company ("NIPSCO") and
Manufacturers Hanover Trust Company, as Trustee (incorporated by reference to Exhibit 4 to the NIPSCO
Registration Statement (Registration No. 33-44193)).

4.2) First Supplemental Indenture, dated as of December 1, 1991, by and between Northern Indiana Public Service
Company and Manufacturers Hanover Trust Company, as Trustee (incorporated by reference to Exhibit 4.1 to the
NIPSCO Registration Statement (Registration No. 33-63870)).

4.3) Indenture Agreement, dated as of February 14, 1997, by and between NIPSCO Industries, Inc., NIPSCO Capital
Markets, Inc. and Chase Manhattan Bank as trustee (incorporated by reference to Exhibit 4.1 to the NIPSCO
Industries, Inc. Registration Statement (Registration No. 333-22347)).

“4.4) Second Supplemental Indenture, dated as of November 1, 2000, by and among NiSource Capital Markets, Inc.,
NiSource Inc., New NiSource Inc., and The Chase Manhattan Bank, as trustee (incorporated by reference to Exhibit
4.45 to the NiSource Inc. Form 10-K for the period ended December 31, 2000).

4.5) Indenture, dated November 14, 2000, among NiSource Finance Corp., NiSource Inc., as guarantor, and The Chase
Manhattan Bank, as Trustee (incorporated by reference to Exhibit 4.1 to the NiSource Inc. Form S-3, dated
November 17, 2000 (Registration No. 333-49330)).

(4.6) Form of 3.490% Notes due 2027 (incorporated by reference to Exhibit 4.1 to the NiSource Inc. Form 8-K filed on
May 17, 2017).

4.7 Form of 4.375% Notes due 2047 (incorporated by reference to Exhibit 4.2 to the NiSource Inc. Form 8-K filed on
May 17,2017).



https://content.edgar-online.com/ExternalLink/EDGAR/0001193125-15-243668.html?hash=c8a132ba889ad3c684364aed861d2b32cc0326fcc83094754ae09bcf24230257&dest=D116426DEX21_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001111711-15-000030.html?hash=d12e14433aa4272aca6e3d4ae796dad58758eeeb7e4808b69940c3d66181ac65&dest=NI-EX31_2015630_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001111711-15-000030.html?hash=d12e14433aa4272aca6e3d4ae796dad58758eeeb7e4808b69940c3d66181ac65&dest=NI-EX31_2015630_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001111711-16-000043.html?hash=9d76be2b2e6ba72fc7f1d76a3f5b98af445660d0dfc31a2d0845e11abd5b5175&dest=NI-201621X8K_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001111711-16-000043.html?hash=9d76be2b2e6ba72fc7f1d76a3f5b98af445660d0dfc31a2d0845e11abd5b5175&dest=NI-201621X8K_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001193125-17-173518.html?hash=50fd44192e585eda92a65ad6dafa361c8c5ad68882be8470528e43cf99a41b86&dest=D384688DEX41_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001193125-17-173518.html?hash=50fd44192e585eda92a65ad6dafa361c8c5ad68882be8470528e43cf99a41b86&dest=D384688DEX42_HTM
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(4.8)

(4.9)

(4.10)

@.11)

(10.1)

(10.2)

(10.3)

(10.4)

(10.5)

(10.6)

(10.7)

(10.8)

(10.9)

(10.10)

(10.11)

(10.12)

(10.13)

(10.14)

(10.15)

(10.16)

(10.17)

Form of 3.950% Notes due 2048 (incorporated by reference to Exhibit 4.1 to the NiSource Inc. Form 8-K filed on
September 8, 2017).

Form of 2.650% Notes due 2022 (incorporated by reference to Exhibit 4.1 to the NiSource Inc. Form 8-K filed on
November 14, 2017).

Second Supplemental Indenture, dated as of November 30, 2017, between NiSource Inc. and The Bank of New
York Mellon, as trustee (incorporated by reference to Exhibit 4.4 to Post-Effective Amendment No. 1 to Form S-3
filed November 30, 2017 (Registration No. 333-214360)).

Third Supplemental Indenture, dated as of November 30, 2017, between NiSource Inc. and The Bank of New York
Mellon, as trustee (incorporated by reference to Exhibit 4.2 to the NiSource Inc. Form 8-K filed on December 1,
2017).

2010 Omnibus Incentive Plan (incorporated by reference to Exhibit B to the NiSource Inc. Definitive Proxy
Statement to Stockholders for the Annual Meeting held on May 11, 2010, filed on April 2, 2010).*

First Amendment to the 2010 Omnibus Incentive Plan (incorporated by reference to Exhibit 10.2 to the NiSource
Inc. Form 10-K filed on February 18, 2014.)*

2010 Omnibus Incentive Plan (incorporated by reference to Exhibit C to the NiSource Inc. Definitive Proxy
Statement to Stockholders for the Annual Meeting held on May 12, 2015, filed on April 7, 2015).*

Second Amendment to the NiSource Inc. 2010 Omnibus Incentive Plan (incorporated by reference to Exhibit 10.1 to
the NiSource Inc. Form 8-K filed October 23, 2015.)*

Form of Performance Share Award Agreement under the 2010 Omnibus Incentive Plan (incorporated by reference

to Exhibit 10.1 to the NiSource Inc. Form 10-Q filed on April 30, 2014.)*

Form of Amended and Restated 2013 Performance Share Agreement effective on implementation of the spin-off on
July 1, 2015, (under the 2010 Omnibus Incentive Plan)(incorporated by reference to Exhibit 10.1 to the NiSource
Inc. Form 10-Q filed on November 3, 2015).*

Form of Amended and Restated 2014 Performance Share Agreement effective on the implementation of the spin-off
on July 1, 2015, (under the 2010 Omnibus Incentive Plan)(incorporated by reference to Exhibit 10.2 to the NiSource
Inc. Form 10-Q filed on November 3, 2015).*

Form of Amendment to Restricted Stock Unit Award Agreement related to Vested but Unpaid NiSource Restricted
Stock Unit Awards for Nonemployee Directors of NiSource entered into as of July 13, 2015 (incorporated by
reference to Exhibit 10.3 to the NiSource Inc. Form 10-Q filed on November 3, 2015).*

NiSource Inc. Nonemployee Director Retirement Plan, as amended and restated effective May 13, 2008
(incorporated by reference to Exhibit 10.2 to the NiSource Inc. Form 10-K filed on February 27, 2009).*

Supplemental Life Insurance Plan effective January 1, 1991, as amended, (incorporated by reference to Exhibit 2 to
the NIPSCO Industries, Inc. Form 8-K filed on March 25, 1992).*

Form of Change in Control and Termination Agreement (incorporated by reference to Exhibit 99.1 to the NiSource
Inc. Form 8-K filed January 6, 2014).*

Revised Form of Change in Control and Termination Agreement (incorporated by reference to Exhibit 10.2 to the
NiSource Inc. Form 8-K filed on October 23, 2015.)*

Form of Restricted Stock Agreement under the 2010 Omnibus Incentive Plan (incorporated by reference to Exhibit
10.18 to the NiSource Inc. Form 10-K filed on February 28, 2011).*

Form of Restricted Stock Unit Award Agreement for Non-employee directors under the Non-employee Director
Stock Incentive Plan (incorporated by reference to Exhibit 10.19 to the NiSource Inc. Form 10-K filed on February
28,2011).*

Form of Restricted Stock Unit Award Agreement for Nonemployee Directors under the 2010 Omnibus Incentive
Plan (incorporated by reference to Exhibit 10.1 to NiSource Inc. Form 10-Q filed on August 2, 2011).*

Form of Performance Share Award Agreement under the 2010 Omnibus Incentive Plan (incorporated by reference

to Exhibit 10.3 to the NiSource Inc. Form 10-Q filed on May 3, 2016).*

Form of Restricted Stock Unit Award Agreement under the 2010 Omnibus Incentive Plan.* (incorporated by
reference to Exhibit 10.17 to the NiSource Inc. Form 10-K filed on February 22, 2017)



https://content.edgar-online.com/ExternalLink/EDGAR/0001193125-17-279956.html?hash=23eda7236479127183d4eb6021e011855df15d4d80e0c5826b008ca0a8a8c613&dest=D446775DEX41_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001193125-17-342222.html?hash=54a76842678a18133f012b26550cf0f34bf6427a97d305e6862c6b3ff7ea12d5&dest=D491670DEX41_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001193125-17-357513.html?hash=ad3b532915440bb2e04502024dbf65916eeaf220f50ac2faf21cdb3a177c8a1c&dest=D497121DEX44_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001193125-17-358940.html?hash=02680d224b1578b9eda59b3945a0883c4945d7024e146834e634c71e9629fd60&dest=D501899DEX42_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0000950123-10-031859.html?hash=b7d3cf4f3092f9f240051e85c310af375067bd659767f613af1078b68fbccebc&dest=C55430DDEF14A_HTM_138
https://content.edgar-online.com/ExternalLink/EDGAR/0000950123-10-031859.html?hash=b7d3cf4f3092f9f240051e85c310af375067bd659767f613af1078b68fbccebc&dest=C55430DDEF14A_HTM_138
https://content.edgar-online.com/ExternalLink/EDGAR/0001111711-14-000016.html?hash=f0d529231a661f25f922ef98dd4892753de7961bddf3b2747326e8c03ea5647b&dest=NI-20131231XEX102_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001111711-14-000016.html?hash=f0d529231a661f25f922ef98dd4892753de7961bddf3b2747326e8c03ea5647b&dest=NI-20131231XEX102_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001193125-15-120757.html?hash=f1c949df4a33321371830a378039b2bedb189bfd5ba6a9a4f4f55f9a40d09db7&dest=D877179DDEF14A_HTM_TOC877179_50
https://content.edgar-online.com/ExternalLink/EDGAR/0001193125-15-120757.html?hash=f1c949df4a33321371830a378039b2bedb189bfd5ba6a9a4f4f55f9a40d09db7&dest=D877179DDEF14A_HTM_TOC877179_50
https://content.edgar-online.com/ExternalLink/EDGAR/0001193125-15-352043.html?hash=52712c9563a3952032bc0965f28b1c63dad682c2eb195efdf8c0137f1a1b233a&dest=D85968DEX101_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001193125-15-352043.html?hash=52712c9563a3952032bc0965f28b1c63dad682c2eb195efdf8c0137f1a1b233a&dest=D85968DEX101_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001111711-14-000036.html?hash=e53f95b76b80deab10d043b7118477639c308089e511136540ea5749b66f949d&dest=NI-EX101_2014331_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001111711-15-000037.html?hash=6f34eecc7fa2e8a7e586efbc09bb46be6f4674f9969b49b696213c9a3cf81460&dest=NI-EX101_2015930_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001111711-15-000037.html?hash=6f34eecc7fa2e8a7e586efbc09bb46be6f4674f9969b49b696213c9a3cf81460&dest=NI-EX101_2015930_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001111711-15-000037.html?hash=6f34eecc7fa2e8a7e586efbc09bb46be6f4674f9969b49b696213c9a3cf81460&dest=NI-EX102_2015930_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001111711-15-000037.html?hash=6f34eecc7fa2e8a7e586efbc09bb46be6f4674f9969b49b696213c9a3cf81460&dest=NI-EX102_2015930_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001111711-15-000037.html?hash=6f34eecc7fa2e8a7e586efbc09bb46be6f4674f9969b49b696213c9a3cf81460&dest=NI-EX103_2015930_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0000950152-09-001944.html?hash=750efc8f2b89f280041c6850b5da3d1f322e8530eb6a600ae0607a7c79eca1ca&dest=C48955EXV10W2_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001111711-14-000006.html?hash=726f6971c15657b72a00f98d507090f2d0da7f0d1f55cd7eab1414948a75f4d1&dest=NI-EX991_20140106_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001111711-14-000006.html?hash=726f6971c15657b72a00f98d507090f2d0da7f0d1f55cd7eab1414948a75f4d1&dest=NI-EX991_20140106_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001193125-15-352043.html?hash=52712c9563a3952032bc0965f28b1c63dad682c2eb195efdf8c0137f1a1b233a&dest=D85968DEX102_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001193125-15-352043.html?hash=52712c9563a3952032bc0965f28b1c63dad682c2eb195efdf8c0137f1a1b233a&dest=D85968DEX102_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0000950123-11-019598.html?hash=107bdd7103a88896905d20e9c90359794af6bf14ec5637d680cb7299f071b5b1&dest=C62032EXV10W18_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0000950123-11-019598.html?hash=107bdd7103a88896905d20e9c90359794af6bf14ec5637d680cb7299f071b5b1&dest=C62032EXV10W18_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0000950123-11-019598.html?hash=107bdd7103a88896905d20e9c90359794af6bf14ec5637d680cb7299f071b5b1&dest=C62032EXV10W19_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0000950123-11-071412.html?hash=2780d34f3729232bc2b513d9c05cb19d887f382519b6824b160cf2133472a1da&dest=C65179EXV10W1_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001111711-16-000064.html?hash=7182efc15c31c1b571bb30623161ff2cbaa1a705a608cb4550b77f2486ea92a3&dest=NI-EX103_201633110Q_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001111711-17-000011.html?hash=b81a83610f9bafb9e3bd7e21056b9d6a9ed8ca7fd35c3559cbebfe061969b0d3&dest=NI-20161231XEX1017_HTM
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(10.18)

(10.19)

(10.20)

(10.21)

(10.22)

(10.23)

(10.24)

(10.25)

(10.26)

(10.27)

(10.28)

(10.29)

(10.30)

(10.31)

(10.32)

(10.33)
(10.34)
(12)
2N
(23)
(L)

(31.2)

Form of Restricted Stock Unit Award Agreement for Nonemployee Directors under the 2010 Omnibus Incentive
Plan. (incorporated by reference to Exhibit 10.18 to the NiSource Inc. Form 10-K filed on February 22, 2017) *

Amended and Restated NiSource Inc. Supplemental Executive Retirement Plan effective May 13, 2011
(incorporated by reference to Exhibit 10.3 to NiSource Inc. Form 10-Q filed on October 28, 2011).*

Amended and Restated Pension Restoration Plan for NiSource Inc. and Affiliates effective May 13, 2011
(incorporated by reference to Exhibit 10.4 to NiSource Inc. Form 10-Q filed on October 28, 2011).*

Amended Restated Savings Restoration Plan for NiSource Inc. and Affiliates effective October 22, 2012
(incorporated by reference to Exhibit 10.20 to the NiSource Inc. Form 10-K filed on February 19, 2013).*

Amended and Restated NiSource Inc. Executive Deferred Compensation Plan effective November 1, 2012
(incorporated by reference to Exhibit 10.21 to the NiSource Inc. Form 10-K filed on February 19, 2013).*

NiSource Inc. Executive Severance Policy, as amended and restated, effective January 1, 2015 (incorporated by
reference to Exhibit 10.21 to the NiSource Inc. Form 10-K filed on February 18, 2015).*

Fourth Amended and Restated Revolving Credit Agreement, dated as of November 28, 2016, among NiSource
Finance Corp., as Borrower, NiSource Inc., the Lenders party thereto, Barclays Bank PLC, as Administrative Agent,
JPMorgan Chase Bank, N.A. and The Bank of Tokyo-Mitsubishi UFJ, Ltd., as Co-Syndication Agents, Citibank,
N.A., Credit Suisse AG, Cayman Islands Branch and Wells Fargo Bank, National Association, as Co-
Documentation Agents, and Barclays Bank PLC, JPMorgan Chase Bank, N.A., The Bank of Tokyo-Mitsubishi UFJ,
Ltd., Credit Suisse Securities (USA) LLC, Citigroup Global Markets, Inc. and Wells Fargo Securities, LLC, as Joint
Lead Arrangers and Joint Bookrunners (incorporated by reference to Exhibit 10.1 to the NiSource Inc. Form 8-K
filed on November 28, 2016).

Note Purchase Agreement, dated as of August 23, 2005, by and among NiSource Finance Corp., as issuer, NiSource
Inc., as guarantor, and the purchasers named therein (incorporated by reference to Exhibit 10.1 to the NiSource Inc.
Current Report on Form 8-K filed on August 26, 2005).

Amendment No. 1, dated as of November 10, 2008, to the Note Purchase Agreement by and among NiSource
Finance Corp., as issuer, NiSource Inc., as guarantor, and the purchasers whose names appear on the signature page
thereto (incorporated by reference to Exhibit 10.30 to the NiSource Inc. Form 10-K filed on February 27, 2009).

Term Loan Agreement, dated as of March 31, 2016, by and among NiSource Finance Corp., as Borrower, NiSource
Inc., as Guarantor, the Lenders party thereto, and PNC Bank, National Association, as Administrative Agent, JP
Morgan Chase Bank, N.A., as Syndication Agent, and Mizuho Bank, Ltd., as Documentation Agent (incorporated
by reference to Exhibit 10.1 to the NiSource Inc. Form 10-Q filed on May 3, 2016).

Letter Agreement, dated as of March 17, 2015, by and between NiSource Inc. and Donald Brown. (incorporated by
reference Exhibit 10.1 to the NiSource Inc. Form 10-Q filed on April 30, 2015).*

Letter Agreement, dated as of February 23, 2016, by and between NiSource Inc. and Pablo A. Vegas. (incorporated
by reference Exhibit 10.29 to the NiSource Inc. Form 10-K filed on February 22, 2017).*

Tax Allocation Agreement, dated as of June 30, 2015, by and between NiSource Inc. and Columbia Pipeline Group,
Inc. (incorporated by reference to Exhibit 10.1 of the NiSource Inc. Form 8-K filed on July 2, 2015).

Employee Matters Agreement, dated as of June 30, 2015, by and between NiSource Inc. and Columbia Pipeline
Group, Inc. (incorporated by reference to Exhibit 10.2 of the NiSource Inc. Form 8-K filed on July 2, 2015).

Form of Change in Control and Termination Agreement (incorporated by reference to Exhibit 10.1 to the NiSource
Inc. Form 10-Q filed on August 2, 2017).

Form of Performance share Award Agreement under the 2010 Omnibus Incentive Plan. * **
Form of 2018 Restricted Stock Unit Award Agreement under the 2010 Omnibus Incentive Plan. * **

Ratio of Earnings to Fixed Charges. **

List of Subsidiaries. **

Consent of Deloitte & Touche LLP. **

Certification of Chief Executive Officer, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. **

Certification of Chief Financial Officer, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, **
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(32.1) Certification of Chief Executive Officer, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (furnished
herewith). **

(32.2) Certification of Chief Financial Officer, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (furnished
herewith). **

(101.INS)  XBRL Instance Document.**

(101.SCH) XBRL Schema Document.**

(101.CAL) XBRL Calculation Linkbase Document.**

(101.LAB) XBRL Labels Linkbase Document.**

(101.PRE) XBRL Presentation Linkbase Document.**

(101.DEF) XBRL Definition Linkbase Document.**

* Management contract or compensatory plan or arrangement of NiSource Inc.
*E Exhibit filed herewith.

References made to NIPSCO filings can be found at Commission File Number 001-04125. References made to NiSource Inc. filings made prior to November 1,
2000 can be found at Commission File Number 001-09779.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned, hereunto duly
authorized.

NiSource Inc.

(Registrant)

Date: February 20, 2018 By: /s/ JOSEPH HAMROCK
Joseph Hamrock

President, Chief Executive Officer and Director
(Principal Executive Officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the registrant and in the capacities and on the dates
indicated.

/s/ JOSEPH HAMROCK President, Chief Date: February 20, 2018

Joseph Hamrock Executive Officer and Director
(Principal Executive Officer)

/s/ DONALD E. BROWN Executive Vice President and Date: February 20, 2018

Donald E. Brown Chief Financial Officer
(Principal Financial Officer)

/s/ JOSEPH W. MULPAS Vice President and Date: February 20, 2018

Joseph W. Mulpas Chief Accounting Officer
(Principal Accounting Officer)

/s/ RICHARD L. THOMPSON Chairman and Director Date: February 20, 2018
Richard L. Thompson

/s/ RICHARD A. ABDOO Director Date: February 20, 2018
Richard A. Abdoo

/s/ PETER A. ALTABEF Director Date: February 20, 2018
Peter A. Altabef

Date: February 20, 2018
/s/ ERIC L. BUTLER Director

Eric L. Butler

/s/ ARISTIDES S. CANDRIS Director Date: February 20, 2018
Aristides S. Candris

/s/ WAYNE S. DEVEYDT Director Date: February 20, 2018

Wayne S. DeVeydt

/s/ DEBORAH A. HENRETTA Director Date: February 20, 2018
Deborah A. Henretta

/s/ MICHAEL E. JESANIS Director Date: February 20, 2018

Michael E. Jesanis

/s/ KEVIN T. KABAT Director Date: February 20, 2018
Kevin T. Kabat

/s/ CAROLYN Y. WOO Director Date: February 20, 2018

Carolyn Y. Woo
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NiSource Inc.
2010 Omnibus Incentive Plan

Performance Share Award Agreement

This Performance Share Award Agreement (the “Agreement”), is made and entered into as of [ ] (the “Date of Grant™),
by and between NiSource Inc., a Delaware corporation (the “Company”), and [ ], an Employee of the Company (the
“Grantee”).

Section 1. Performance Share Award . The Company hereby grants to the Grantee, on the terms and conditions hereinafter
set forth, an Award of [ ] Performance Shares. The Performance Shares will be represented by a bookkeeping entry (the
“Performance Share Account”) of the Company, and each Performance Share will be settled with one share of the Company’s
common stock to the extent provided under this Agreement and the Plan.

Section 2. Grantee Accounts . The number of Performance Shares granted pursuant to this Agreement shall be credited to
the Grantee’s Performance Share Account. Each Performance Share Account shall be maintained on the books of the Company until
full payment of the balance thereof has been made to the Grantee (or the Grantee’s beneficiaries or estate if the Grantee is deceased)
in accordance with Section 1 above. No funds shall be set aside or earmarked for any Performance Share Account, which shall be
purely a bookkeeping device.

Section 3. Performance Period . The “Performance Period” is the period beginning on [ ], and ending on

(I

Section 4. Performance Goals .

(a) Satisfaction of Performance Goals . If the Company’s cumulative “net operating earnings” per Share for the
Performance Period meets or exceeds [ ] (the “Threshold Performance Requirement”), and the Committee
certifies to this result in accordance with subsection (b) below, the Performance Shares will be eligible to vest as
provided below. If the Company’s cumulative “net operating earnings” per Share for the Performance Period does not
meet or exceed [ ] all Performance Shares will be forfeited as of the end of the Performance Period.

(b) Commiittee Certification . As soon as practicable after the end of the Performance Period, the Committee will certify
in writing whether the Threshold Performance Requirement has been met for the Performance Period and determine
the number of Shares, if any, that will be payable to the Grantee. The date of the Committee’s certification under this
Section shall hereinafter be referred to as the “Certification Date.” The Company will notify the Grantee (or the
executors or administrators of the Grantee’s estate, if appropriate) of the Committee’s certification following the
Certification Date (such notice being the “Determination Notice”). The Determination Notice shall specify the
number of Shares payable in accordance with the Committee’s certification and the terms of this Agreement.



Section 5. Vesting . If the Threshold Performance Requirement for the Performance Period has been met, and the Committee
certifies to this result as provided in Section 4(b), the number of Performance Shares earned and vested shall be determined as
follows:



(@ [

] shall be eligible to vest based on the achievement of cumulative “net operating earnings” per Share for

the Performance Period in accordance with the following results (including interpolation between the trigger, target
and stretch goals, expressed as a percentage of the target) (“Cumulative NOEPS Shares”), provided that the Grantee

remains in the continuous employment with the Company through [ ]:
Cumulative Net Vesting
Operating Earnings Percentage
Per Share
(1) The number of Cumulative NOEPS Shares determined above shall be increased or decreased (“TSR

b [

(i)

Adjustment”) based on the Company’s Relative Total Shareholder Return (“RTSR”) (as defined
below). If the Company’s RTSR as of the last day of the Performance Period is in the top quartile of
Total Shareholder Return (“TSR”) performance of a peer group of companies, the number of
Cumulative NOEPS Shares eligible to vest as determined above shall be increased by [ 1. If
the Company’s RTSR as of the last day of the Performance Period is in the bottom quartile of TSR
performance of a peer group of companies, the number of Cumulative NOEPS Shares eligible to vest
as determined above shall be decreased by | ]. No other adjustment shall be made based on
the Company’s RTSR.

For purposes of this Agreement, Relative Total Shareholder Return (“RTSR”) is the annualized growth
in the dividends and share price of a share of the Company’s common stock, calculated using a 20 day
trading average of the Company’s closing price beginning [ ] and ending [ ]
compared to the TSR performance of a peer group of companies determined by the Committee at its
meeting on [ ].

] shall be eligible to vest based on the individual’s contribution to the Company’s Customer Value

Framework, as determined at the end of the Performance Period, provided that the Grantee remains in the continuous
employment with the Company until [ ]. Individual payout percentages may range from [ ], as
determined by the Committee in its sole discretion. The components of the Company’s Customer Value Framework
shall consist of the following areas of focus: safety, customer satisfaction, financial, culture and environmental.

Section 6.

Forfeiture of Performance Shares .




(a)

(b)

(d)

Termination of Service before [ ]. Except as set forth below, if Grantee’s Service is terminated for any
reason prior to [ ], the Grantee shall forfeit the Performance Shares credited to the Grantee’s Performance
Share Account.

Retirement, Disability or Death .

(1)

(i)

(iif)

Notwithstanding the foregoing, in the event that Grantee’s Service terminates prior to [ ] as a result
of (i) Grantee’s Retirement; or (ii) Grantee’s Disability; or (iii) Grantee’s death and such death occurs with
less than or equal to twelve months remaining in the Performance Period, the Grantee (or the Grantee’s
beneficiary or estate in the case of Grantee’s death) shall vest in a pro rata portion of the Performance Shares,
based on the actual performance results for the Performance Period, including application of the TSR
Adjustment, after the Certification Date described in subsection 4(b) above; provided that the Committee
actually certifies that the Threshold Performance Requirement for the Performance Period has been met. Such
pro rata portion of Performance Shares shall be determined by multiplying such number of Performance
Shares by a fraction, where the numerator shall be the number of full or partial calendar months elapsed
between the Date of Grant and the date the Grantee terminates Service, and the denominator shall be the
number of full or partial calendar months elapsed between the Date of Grant and [ 1.

Additionally, if the Grantee terminates Service due to death prior to [ ] with more than 12 months
remaining in the Performance Period, the Grantee’s beneficiary or estate shall vest, on the date of termination,
in a pro rata portion of the Performance Shares equal to the number of Performance Shares that the Grantee
otherwise would have received had the Threshold Performance Requirement been met for the Performance
Period and vesting had been achieved at the target level (without application of the TSR Adjustment). Such
pro rata portion of Performance Shares shall be determined by multiplying such number of Performance
Shares by a fraction, where the numerator shall be the number of full or partial calendar months elapsed
between the Date of Grant and the date the Grantee terminates Service, and the denominator shall be the
number of full or partial calendar months elapsed between the Date of Grant and [ ].

For purposes of this Agreement, “Retirement” means the Grantee’s termination from Service with the
Company at or after attainment of age 55 and completing 10 years of service (within the meaning of the
Company’s tax-qualified pension plan, regardless of whether the Grantee is eligible for such plan).

Change in Control . Notwithstanding the foregoing provisions, in the event of a Change in Control, the Performance
Shares under this Agreement shall vest in accordance with Article XVI of the Plan. In the event of any conflict
between Article XVI of the Plan and this Agreement, Article X VI shall control.



Section 7. Delivery of Shares . Once Performance Shares have vested under this Agreement, the Company will convert the
Performance Shares in the Grantee’s Performance Share Account into Shares and deliver the total number of Shares due to the
Grantee as soon as administratively practicable after such date, but no later than [ ]. The delivery of the Shares shall be
subject to payment of the applicable withholding tax liability and the forfeiture provisions of this Agreement. If the Grantee dies
before the Company has distributed any portion of the vested Performance Shares, the Company will transfer any Shares with
respect to the vested Performance Shares in accordance with the Grantee’s written beneficiary designation or to the Grantee’s estate
if no written beneficiary designation is provided.

Section 8. Withholding of Taxes . The Company shall have the power and the right to deduct or withhold, or require the
Grantee to remit to the Company, an amount sufficient to satisfy federal, state, and local taxes, domestic or foreign, required by law
or regulation to be withheld with respect to any taxable event arising as a result of this Agreement.

Section 9. Securities Law Compliance . The delivery of all or any Shares that relate to the Performance Shares shall only be
effective at such time that the issuance of such Shares will not violate any state or federal securities or other laws. The Company is
under no obligation to effect any registration of Shares under the Securities Act of 1933 or to effect any state registration or
qualification of the Shares that may be issued under this Agreement. The Company may, in its sole discretion, delay the delivery of
Shares or place restrictive legends on Shares in order to ensure that the issuance of any Shares will be in compliance with federal or
state securities laws and the rules of any exchange upon which the Company’s Shares are traded. If the Company delays the delivery
of Shares in order to ensure compliance with any state or federal securities or other laws, the Company shall deliver the Shares at the
earliest date at which the Company reasonably believes that such delivery will not cause such violation, or at such later date that may
be permitted under Code Section 409A.

Section 10. Restriction on Transferability . Except as otherwise provided under the Plan, until the Performance Shares
have vested under this Agreement, the Performance Shares granted herein and the rights and privileges conferred hereby may not be
sold, transferred, pledged, assigned, or otherwise alienated or hypothecated (by operation of law or otherwise), other than by will or
the laws of descent and distribution. Any attempted transfer in violation of the provisions of this paragraph shall be void, and the
purported transferee shall obtain no rights with respect to such Performance Shares.

Section 11. Grantee’s Rights Unsecured . The right of the Grantee or his or her beneficiary to receive a distribution
hereunder shall be an unsecured claim against the general assets of the Company, and neither the Grantee nor his or her beneficiary
shall have any rights in or against any amounts credited to the Grantee’s Performance Share Account or any other specific assets of
the Company. All amounts credited to the Grantee’s Performance Share Account shall constitute general assets of the Company and
may be disposed of by the Company at such time and for such purposes, as it may deem appropriate.

Section 12. No Rights as Stockholder or Emplovee .




(a) The Grantee shall not have any privileges of a stockholder of the Company with respect to any Performance Shares
subject to this Agreement, nor shall the Company have any obligation to issue any dividends or otherwise afford any
rights to which Shares are entitled with respect to any such Performance Shares.

(b) Nothing in this Agreement or the Award shall confer upon the Grantee any right to continue as an Employee of the
Company or any Affiliate or to interfere in any way with the right of the Company or any Affiliate to terminate the
Grantee’s Service at any time.

Section 13. Adjustments . If at any time while the Award is outstanding, the number of outstanding Performance Shares is
changed by reason of a reorganization, recapitalization, stock split or any of the other events described in the Plan, the number and
kind of Performance Shares shall be adjusted in accordance with the provisions of the Plan. In the event of certain corporate events
specified in Article XVI of the Plan, any unvested Performance Shares may be replaced by substituted Awards or forfeited in
exchange for payment of cash in accordance with the procedures and provisions of Article XVI of the Plan.

Section 14. Notices . Any notice hereunder by the Grantee shall be given to the Company in writing and such notice shall be
deemed duly given only upon receipt thereof at the following address: Corporate Secretary, NiSource Inc., 801 East 86th Avenue,
Merrillville, IN 46410-6271, or at such other address as the Company may designate by notice to the Grantee. Any notice hereunder
by the Company shall be given to the Grantee in writing and such notice shall be deemed duly given only upon receipt thereof at
such address as the Grantee may have on file with the Company.

Section 15. Administration . The administration of this Agreement, including the interpretation and amendment or
termination of this Agreement, will be performed in accordance with the Plan. All determinations and decisions made by the
Committee, the Board, or any delegate of the Committee as to the provisions of this Agreement shall be conclusive, final, and
binding on all persons. This Agreement at all times shall be governed by the Plan, which is incorporated in this Agreement, and in no
way alter or modify the Plan. All capitalized terms used in this Agreement and not defined herein shall have the meaning set forth in
the Plan. To the extent a conflict exists between this Agreement and the Plan, the provisions of the Plan shall govern.
Notwithstanding the foregoing, if subsequent guidance is issued under Code Section 409A that would impose additional taxes,
penalties, or interest to either the Company or the Grantee, the Company may administer this Agreement in accordance with such
guidance and amend this Agreement without the consent of the Grantee to the extent such actions, in the reasonable judgment of the
Company, are considered necessary to avoid the imposition of such additional taxes, penalties, or interest.

Section 16. Governing Law . This Agreement shall be construed and enforced in accordance with the laws of the State of
Indiana, without giving effect to the choice of law principles thereof.

Section 17. Government Regulations . Notwithstanding anything contained herein to the contrary, the Company’s
obligation to issue or deliver certificates evidencing the Performance




Shares shall be subject to all applicable laws, rules and regulations, and to such approvals by any governmental agencies or national
securities exchanges as may be required.

Section 18. Entire Agreement; Code Section 409A Compliance . This Agreement and the Plan contain the terms and
conditions with respect to the subject matter herecof and supersede any previous agreements, written or oral, relating to the subject
matter hereof. This Agreement is pursuant to the terms of the Company’s 2010 Omnibus Incentive Plan (the “Plan”). The applicable
terms of the Plan are incorporated herein by reference, including the definition of capitalized terms contained in the Plan, and
including the Code Section 409A provisions of Section XIX of the Plan. This Agreement shall be interpreted in accordance with
Code Section 409A including the rules related to payment timing for specified employees. This Agreement shall be deemed to be
modified to the maximum extent necessary to be in compliance with Code Section 409A’s rules. If the Grantee is unexpectedly
required to include in the Grantee’s current year’s income any amount of compensation relating to the Performance Shares because
of a failure to meet the requirements of Code Section 409A, then to the extent permitted by Code Section 409A, the Grantee may
receive a distribution of Shares in an amount not to exceed the amount required to be included in income as a result of the failure to
comply with Code Section 409A.

[SIGNATURE PAGE TO FOLLOW]

IN WITNESS WHEREOF, the Company has caused this Award to be granted, and the Grantee has accepted this Award, as of the
date first above written.

NiSource Inc.

By:
Its:

GRANTEE

By:




NiSource Inc.
2010 Omnibus Incentive Plan

2018 Restricted Stock Unit Award Agreement

This Restricted Stock Unit Award Agreement (the “Agreement”), is made and entered into as of [ ] (the “Date of Grant”™),
by and between NiSource Inc., a Delaware corporation (the “Company”), and [ ], an Employee of the Company (the
“Grantee”).

Section 1. Restricted Stock Unit Award . The Company hereby grants to the Grantee, on the terms and conditions
hereinafter set forth, an Award of [ ] Restricted Stock Units. The Restricted Stock Units will be represented by a
bookkeeping entry (the “RSU Account”) of the Company, and each Restricted Stock Unit shall be equivalent to one share of the
Company’s common stock.

Section 2. Grantee Accounts . The number of Restricted Stock Units granted pursuant to this Agreement shall be credited to
the Grantee’s RSU Account. Each RSU Account shall be maintained on the books of the Company until full payment of the balance
thereof has been made to the Grantee (or the Grantee’s beneficiaries or estate if the Grantee is deceased) in accordance with Section
1 above. No funds shall be set aside or earmarked for any RSU Account, which shall be purely a bookkeeping device.

Section 3. Vesting and Lapse of Restrictions .

(a) Vesting . Subject to the forfeiture conditions described later in this Agreement, the Restricted Stock Units shall vest
on [ ] (the “Vesting Date”), at which date they will become 100% vested, provided that the Grantee is
continuously employed by the Company through and including the Vesting Date. Except as set forth in subsection (b)
hereof, if Grantee’s Service is terminated for any reason prior to the Vesting Date, the unvested Restricted Stock
Units subject to this Agreement shall immediately terminate and be automatically forfeited by Grantee.

(b) Effect of Termination of Service Prior to Vesting . Notwithstanding the foregoing, in the event that the Grantee’s
Service terminates prior to the Vesting Date as a result of (i) the Grantee’s Retirement, (ii) the Grantee’s death, or (iii)
the Grantee’s Disability, the restrictions set forth in subsection (a) above shall lapse with respect to a pro rata portion
of such Restricted Stock Units on the date of termination of Service. Such pro rat a lapse of restrictions shall be
determined using a fraction, where the numerator shall be the number of full or partial calendar months elapsed
between the Date of Grant and the date the Grantee terminates Service, and the denominator shall be the number of
full or partial calendar months between the Date of Grant and the Vesting Date. For purposes of this Agreement,
“Retirement” means the Grantee’s termination from Service with the Company at or after attainment of age 55 and
completing 10 years of service (within the meaning of the Company’s tax-qualified pension plan, regardless of
whether the Grantee is eligible for such plan).



(©) Change in Control . Notwithstanding the foregoing provisions, in the event of a Change in Control, the Restricted
Stock Units under this Agreement shall vest in accordance with Article XVI of the Plan. In the event of any conflict
between Article XVI of the Plan and this Agreement, Article XVI shall control.

Section 4. Delivery of Shares . Once Restricted Stock Units have vested under this Agreement, the Company will determine
the number of Shares represented by the vested Restricted Stock Units in the Grantee’s RSU Account and deliver the total number of
Shares due to the Grantee as soon as administratively practicable after such date but not later than March 15th of the year following
the year in which such RSUs vest. Notwithstanding the foregoing, to the extent necessary to comply with Code Section 409A, if any
RSUs vest prior to the Vesting Date in connection with a Grantee’s “separation from service” within the meaning of Code Section
409A and the Grantee is a “specified employee” within the meaning of Code Section 409A at the time of such separation from
service, the Shares represented by the vested RSUs will be issued and delivered on the first business day after the date that is six (6)
months following the date of the Grantee’s separation from service (or if earlier, the Grantee’s date of death). The delivery of the
Shares shall be subject to payment of the applicable withholding tax liability and the forfeiture provisions of this Agreement. If the
Grantee dies before the Company has distributed any portion of the vested Restricted Stock Units, the Company will transfer any
Shares payable with respect to the vested Restricted Stock Units in accordance with the Grantee’s written beneficiary designation or
to the Grantee’s estate if no written beneficiary designation is provided.

Section 5. Withholding of Taxes . The Company shall have the power and the right to deduct or withhold, or require the
Grantee to remit to the Company, an amount sufficient to satisfy federal, state, and local taxes, domestic or foreign, required by law
or regulation to be withheld with respect to any taxable event arising as a result of this Agreement.

Section 6. Securities Law Compliance . The delivery of all or any Shares that relate to the Restricted Stock Units shall only
be effective at such time that the issuance of such Shares will not violate any state or federal securities or other laws. The Company
is under no obligation to effect any registration of Shares under the Securities Act of 1933 or to effect any state registration or
qualification of the Shares that may be issued under this Agreement. The Company may, in its sole discretion, delay the delivery of
Shares or place restrictive legends on Shares in order to ensure that the issuance of any Shares will be in compliance with federal or
state securities laws and the rules of any exchange upon which the Company's Shares are traded. If the Company delays the delivery
of Shares in order to ensure compliance with any state or federal securities or other laws, the Company shall deliver the Shares at the
earliest date at which the Company reasonably believes that such delivery will not cause such violation, or at such later date that may
be permitted under Code Section 409A.

Section 7. Restriction on Transferability . Except as otherwise provided under the Plan, until the Restricted Stock Units
have vested under this Agreement, the Restricted Stock Units granted herein and the rights and privileges conferred hereby may not
be sold, transferred, pledged, assigned, or otherwise alienated or hypothecated (by operation of law or otherwise), other than by will
or the laws of descent and distribution. Any attempted transfer in violation of the provisions of this




paragraph shall be void, and the purported transferee shall obtain no rights with respect to such Restricted Stock Units.

Section 8. Grantee’s Rights Unsecured . The right of the Grantee or his or her beneficiary to receive a distribution
hereunder shall be an unsecured claim against the general assets of the Company, and neither the Grantee nor his or her beneficiary
shall have any rights in or against any amounts credited to the Grantee’s RSU Account or any other specific assets of the Company.
All amounts credited to the Grantee’s RSU Account shall constitute general assets of the Company and may be disposed of by the
Company at such time and for such purposes, as it may deem appropriate.

Section 9. No Rights as Stockholder or Employvee .

(a) Unless and until Shares have been issued to the Grantee, the Grantee shall not have any privileges of a stockholder of
the Company with respect to any Restricted Stock Units subject to this Agreement, nor shall the Company have any
obligation to issue any dividends or otherwise afford any rights to which Shares are entitled with respect to any such
Restricted Stock Units.

(b) Nothing in this Agreement or the Award shall confer upon the Grantee any right to continue as an Employee of the
Company or any Affiliate or to interfere in any way with the right of the Company or any Affiliate to terminate the
Grantee’s Service at any time.

Section 10. Adjustments . If at any time while the Award is outstanding, the number of outstanding Restricted Stock Units
is changed by reason of a reorganization, recapitalization, stock split or any of the other events described in the Plan, the number and
kind of Restricted Stock Units shall be adjusted in accordance with the provisions of the Plan. In the event of certain corporate
events specified in Article XVI of the Plan, any unvested Restricted Stock Units may be replaced by substituted Awards or forfeited
in exchange for payment of cash in accordance with the procedures and provisions of Article XVI of the Plan.

Section 11. Notices . Any notice hereunder by the Grantee shall be given to the Company in writing and such notice shall be
deemed duly given only upon receipt thereof at the following address: Corporate Secretary, NiSource Inc., 801 East 86 ™ Avenue,
Merrillville, IN 46410-6271, or at such other address as the Company may designate by notice to the Grantee. Any notice hereunder
by the Company shall be given to the Grantee in writing and such notice shall be deemed duly given only upon receipt thereof at
such address as the Grantee may have on file with the Company.

Section 12. Administration . The administration of this Agreement, including the interpretation and amendment or
termination of this Agreement, will be performed in accordance with the Plan. All determinations and decisions made by the
Comnmittee, the Board, or any delegate of the Committee as to the provisions of this Agreement shall be conclusive, final, and
binding on all persons. This Agreement at all times shall be governed by the Plan, which is incorporated in this Agreement by
reference, and in no way alter or modify the Plan. All capitalized terms used in this Agreement and not defined herein shall have the
meaning set forth in the Plan. To the extent



a conflict exists between this Agreement and the Plan, the provisions of the Plan shall govern. Notwithstanding the foregoing, if
subsequent guidance is issued under Code Section 409A that would impose additional taxes, penalties, or interest to either the
Company or the Grantee, the Company may administer this Agreement in accordance with such guidance and amend this Agreement
without the consent of the Grantee to the extent such actions, in the reasonable judgment of the Company, are considered necessary
to avoid the imposition of such additional taxes, penalties, or interest.

Section 13. Governing Law . This Agreement shall be construed and enforced in accordance with the laws of the State of
Indiana, without giving effect to the choice of law principles thereof.

Section 14. Government Regulations . Notwithstanding anything contained herein to the contrary, the Company’s
obligation to issue or deliver certificates evidencing the Restricted Stock Units shall be subject to all applicable laws, rules and
regulations, and to such approvals by any governmental agencies or national securities exchanges as may be required.

Section 15. Entire Agreement; Code Section 409A Compliance . This Agreement and the Plan contain the terms and
conditions with respect to the subject matter hereof and supersede any previous agreements, written or oral, relating to the subject
matter hereof. This Agreement is pursuant to the terms of the Company’s 2010 Omnibus Incentive Plan (the “Plan”). The applicable
terms of the Plan are incorporated herein by reference, including the definition of capitalized terms contained in the Plan, and
including the Code Section 409A provisions of Section XIX of the Plan. This Agreement shall be interpreted in accordance with
Code Section 409A including the rules related to payment timing for “specified employees” within the meaning of Code Section
409A. This Agreement shall be deemed to be modified to the maximum extent necessary to be in compliance with Code Section
409A’s rules. If the Grantee is unexpectedly required to include in the Grantee’s current year’s income any amount of compensation
relating to the Restricted Stock Units because of a failure to meet the requirements of Code Section 409A, then to the extent
permitted by Code Section 409A, the Grantee may receive a distribution of cash or Shares in an amount not to exceed the amount
required to be included in income as a result of the failure to comply with Code Section 409A.

[SIGNATURE PAGE TO FOLLOW]

IN WITNESS WHEREOF, the Company has caused this Award to be granted, and the Grantee has accepted this Award, as
of the date first above written.

NiSource Inc.

By:
Its:



GRANTEE

By:




Exhibit 12
NiSource Inc.
Ratio of Earnings to Fixed Charges

December 31,2017 December 31,2016 December 31,2015 December 31, 2014 December 31, 2013

Earnings as defined in item 503(d) of Regulation S-K:

Add:
Pretax income from continuing operations (a)(b) $ 442,760,285 $§ 510,208,667 $ 340,406,027 $ 423,910,493 $ 330,158,304
Fixed Charges 412,282,807 407,450,678 422,886,197 421,483,105 410,081,138

Amortization of capitalized interest (c) — —! =t — =

Distributed income of equity investees 1,392,463 224,702 151,119 110,964 118,416

Share of pre-tax losses of equity investees for which charges arising guarantees are included in fixed charges — — — — —
Deduct:

Interest capitalized (c) — ! — — |

Preference security dividend requirements of consolidated subsidiaries(d) — — — — _

Non-Controlling interest in pre-tax income of subsidiaries that have not incurred fixed charges — — — — —

$ 856,435,555 § 917,884,047 $ 763,443,343 § 845,504,562 § 740,357,858

Fixed charges as defined in item 503(d) of Regulation S-K:
Interest on long-term debt $ 354,777,430 $ 352,265,520 $ 377,469,202 § 368,614,101 $§ 364,427,942
Other interest 33,771,593 30,244,516 20,897,004 22,963,342 20,521,761

Capitalized interest during period (c)
Amortization of premium, reacquisition premium, discount and expense on debt, net 7,237,875 7,618,345 8,701,321 9,967,085 9,395,881
Interest portion of rent expense 16,495,909 17,322,297 15,818,670 19,938,578 15,735,555

Non-controlling interest — — — — —

$ 412,282,807 $ 407,450,678 $ 422,886,197 $§ 421,483,106 $ 410,081,139

Plus preferred stock dividends: Preferred dividend requirements of subsidiary $ — 3 — 3 = 9 — 3 =
Preferred dividend requirements factor 0.29 0.64 0.58 0.61 0.67

Preference security dividend requirements of consolidated subsidiaries (d) — — = — —

Fixed charges 412,282,807 407,450,678 422,886,197 421,483,106 410,081,139

$ 412,282,807 $ 407,450,678 $ 422,886,197 $§ 421,483,106 $ 410,081,139

Ratio of earnings to fixed charges 2.08 225 1.81 2.01 1.81

@ Income Statement amounts have been adjusted for discontinued operations.

® Excludes adjustment for minority interest in consolidated subsidiaries or income or loss from equity investees.

©NiSource is a public utility following ASC 980 and therefore does not add amortization of capitalized interest or subtract interest capitalized in determining earnings, nor reduces fixed charges
for Allowance for Funds Used During Construction.

@ Preferred dividends, as defined by SEC regulation S-K, are computed by dividing the preferred dividend requirement by one minus the effective income tax rate applicable to continuing
operations.



SUBSIDIARIES OF NISOURCE

as of December 31, 2017

Segment/Subsidiary

GAS DISTRIBUTION OPERATIONS

Bay State Gas Company d/b/a Columbia Gas of Massachusetts
Central Kentucky Transmission Company

Columbia Gas of Kentucky, Inc.

Columbia Gas of Maryland, Inc.

Columbia Gas of Ohio, Inc.

Columbia Gas of Pennsylvania, Inc.

Columbia Gas of Virginia, Inc.

NiSource Gas Distribution Group, Inc.

ELECTRIC OPERATIONS
Northern Indiana Public Service Company*

CORPORATE AND OTHER OPERATIONS
Columbia Gas of Ohio Receivables Corporation
Columbia Gas of Pennsylvania Receivables Corporation
NIPSCO Accounts Receivable Corporation
NiSource Corporate Group, Inc.

NiSource Corporate Services Company
NiSource Development Company, Inc.
NiSource Energy Technologies, Inc.

NiSource Insurance Corporation, Inc.

Lake Erie Land Company

NDC Douglas Properties, Inc.

NiSource Retail Services, Inc.

EnergyUSA, Inc.

EnergyUSA-TPC, Inc.

* Reported under Gas Distribution Operations and Electric Operations.

State of Incorporation
Massachusetts
Delaware

Kentucky

Delaware

Ohio

Pennsylvania

Virginia

Delaware

Indiana

Delaware
Delaware

Indiana

Delaware
Delaware

Indiana

Indiana

Utah

Indiana

Indiana (Inactive)
Delaware (Inactive)
Indiana (Inactive)
Indiana (Inactive)

Exhibit 21



Exhibit 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in Registration Statement Nos. 333-107743, 333-166888, 333-170706, and 333-204168 on Form S-8 and 333-214360
on Form S-3 of our reports dated February 20, 2018, relating to the consolidated financial statements and financial statement schedule of NiSource Inc. and
subsidiaries (the “Company”) (which report expresses an unqualified opinion and includes an explanatory paragraph relating to the Company’s spin-off of its
subsidiary Columbia Pipeline Group, Inc. on July 1, 2015), and the effectiveness of the Company’s internal control over financial reporting, appearing in this
Annual Report on Form 10-K of NiSource Inc. for the year ended December 31, 2017.

/s/ DELOITTE & TOUCHE LLP
Columbus, Ohio
February 20, 2018



Exhibit 31.1

Certification Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

1, Joseph Hamrock, certify that:

1. Thave reviewed this Annual Report of NiSource Inc. on Form 10-K for the year ended December 31, 2017 ;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(¢e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, 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;

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.
Date: February 20, 2018 By: /s/ Joseph Hamrock

Joseph Hamrock
President and Chief Executive Officer



Exhibit 31.2

Certification Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Donald E. Brown, certify that:

1. Thave reviewed this Annual Report of NiSource Inc. on Form 10-K for the year ended December 31, 2017 ;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

a)

b)

)

d)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, 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;

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.
Date: February 20, 2018 By: /s/ Donald E. Brown

Donald E. Brown

Executive Vice President and Chief Financial Officer



Exhibit 32.1

Certification Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Annual Report of NiSource Inc. (the “Company”) on Form 10-K for the year ending December 31, 2017 as filed with the Securities and

Exchange Commission on the date hereof (the “Report”), I, Joseph Hamrock, Chief Executive Officer of the Company, certify, pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that:

(1)  The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)  The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Company.

/s/ Joseph Hamrock

Joseph Hamrock
President and Chief Executive Officer

Date: February 20, 2018



Exhibit 32.2

Certification Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Annual Report of NiSource Inc. (the “Company”) on Form 10-K for the year ending December 31, 2017 as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), I, Donald E. Brown, Executive Vice President and Chief Financial Officer of the Company, certify,
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1)  The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)  The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Company.

/s/ Donald E. Brown
Donald E. Brown

Executive Vice President and Chief Financial Officer

Date: February 20, 2018



