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PART 1

ITEM 1. BUSINESS

NIPSCO INDUSTRIES, INC. AND ITS SUBSIDIARIES. NIPSCO Industries, Inc. (Industries) is an Indiana corporation, incorporated on
September 22, 1987, which serves as the holding company for a number of subsidiaries, including four regulated companies: Northern Indiana
Public Service Company (Northern Indiana), Kokomo Gas and Fuel Company (Kokomo Gas), Northern Indiana Fuel and Light Company, Inc.
(NIFL) and Crossroads Pipeline Company (Crossroads).

Industries major non-utility subsidiaries include NIPSCO Development Company, Inc. (Development), NIPSCO Energy Services, Inc.
(Services), Primary Energy, Inc. (Primary) and NIPSCO Capital Markets, Inc. (Capital Markets).

Northern Indiana, Industries’ largest and dominant subsidiary, isa public utility operating company, incorporated in Indiana on August 2, 1912,
engaged in supplying natural gas and electric energy to the public. It operatesin 30 counties in the northern part of Indiana, serving an area of
about 12,000 square mileswith a population of approximately 2,188,000. At December 31, 1995, Northern Indiana served approximately
636,600 customers with gas and approximately 403,900 withelectricity.

Kokomo Gasisa public utility operating company incorporated in Indianain 1917, engaged in supplying natural gas to the public. It operates
inthe city of Kokomo, Indianaand the surrounding areain 6 counties having a population of approximately 100,000, and served approximately
32,200 customers at December 31, 1995. The Kokomo Gas service territory is contiguous to Northern Indiana's gas service territory.

NIFL isapublic utility operating company incorporated in Indiana in 1906, engaged in supplying natural gas to the public. Headquartered in
Auburn, Indiana, it operates in 5 countiesin the northeast corner of the state having a population of approximately 66,700, and served
approximately 31,100 customers at December 31, 1995. The NIFL service territory is contiguous to Northern Indiana'sgas service territory.

Crossroads isa natural gas pipelinewhich was approved by the Federal Energy Regulatory Commission (FERC) as aninterstate pipeline in
May 1995. Crossroads had $1.8 million in operating revenues for year 1995.

Development makes variousinvestments, includingreal estate and venture capital investments. Services coordinates the energy-related
diversification ventures of Industries. Primary arranges energy-related projects with large industrial customers. Capital Markets handles
financing for ventures of Industriesand its subsidiaries other than Northern Indiana.

The majority of the "Business' discussion of this report relatesto Northern Indiana, Kokomo Gas, NIFL and Crossroads (Utilities). See
"Segments of Business' in the Notesto Consolidated Financial Statements and " Selected Supplemental Information--Gas Statistics and Electric
Statistics' inthe 1995 Annua Report to Shareholders, which notes and information areincorporated by reference (see Exhibit 13), regarding
financial information about industry segmentsand classes of customers served.
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BUSINESS OF NORTHERN INDIANA, KOKOMO GASAND NIFL.

ELECTRIC OPERATIONS. Northern Indianaowns and operates four coal fired electric generating stations with net capabilities of 3,179,000
kilowatts (kw), two hydroelectric generating plants with net capabilities of 10,000 kw, and four gas fired combustion turbine generating units
with net capabilities of 203,000 kw, for atotal system net capability of 3,392,000 kw. During theyear ended December 31, 1995, Northern
Indianagenerated 85.8% and purchased 14.2% of its electric requirements.

Northern Indiana's 1995 electric control area peak of 3,161,200 kw, whichincludes Wabash Valley Power Association, Inc. (WVPA) and
IndianaMunicipa Power Agency (IMPA) for which Northern Indiana controls interchange operations, was set on July 14, 1995. The 1995
peak established a new all-time peak exceeding the old peak of 2,953,600 kw established on August 27, 1993. Northern Indiana's 1995 internal
peak load, which excludes WVPA and IMPA, was 2,882,200 kw set on July 14, 1995. This aso established a new all-timeinternal peak load
exceeding theold peak of 2,736,100 kw established on August 27, 1993.

Northern Indiana's electric system is interconnected with that of American Electric Power (formerly Indiana Michigan Power Company),
Commonwealth Edison Company, CINergy Services, Inc. (formerly PSI Energy, Inc.), Consumers Power Company, WVPA, IMPA, and
Central IllinoisPublic Service Company. Electric energy is purchased from, sold to, or exchanged with various other utilities and other power
marketers.

Northern Indiana provides WV PA with transmission and distribution service, operating reserve requirements and capacity deficiency service,
and provides IMPA with transmission service, operating reserve requirements and capacity deficiency service, in Northern Indianas control
area. Northern Indiana also engages in sales and services under interconnection agreements with WVPA and IMPA.

WV PA provides service to twelve Rural Electric Membership Corporations (REMC's) located in Northern Indiana's control area. IMPA
provides service to the municipal electric systemof the city of Rensselaer located in Northern Indiana's control area.

Northern Indiana and WV PA have executed a supplementa agreement for unit peaking capacity and energy. Pursuant to thisagreement, which
runs through December, 2001, WV PA purchases 90,000 kw of capacity per month.

Northern Indiana has full requirement agreements with each of its eight municipa wholesale customers. These full requirement contracts
became effective October 1, 1987 and extend through January 31, 1998.

Northern Indiana is a member of the East Central AreaReliability Coordination Agreement (ECAR). ECAR isone of nine regional electric
reliability councils established to coordinate planning and operations of member companies regionally and nationally.

FUEL SUPPLY . The generating units of Northern Indianaare located at Bailly, Mitchell, Michigan City and Schahfer Generating Stations.
Northern Indiana's thirteen steam generating units have a net capability of 3,179,000 kw. Coal isthe primary source of fuel for all units, except
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for three, which utilize natural gas. In addition, Northern Indiana's four combustion turbine generating unitswith a net capability of 203,000 kw
are fired by gas. Fuel requirementsfor Northern Indiana's generation for 1995 were supplied as follows:

Nat Ural Gas. .. ...t e
3. 6%

In 1995, Northern Indiana used approximately 8.0 million tons of coa at its generating stations. Northern Indiana has established a normal level
of coa stock which provides adequate fuel supply during the year under all conditions.

Annual coal requirements for Northern Indiana's electric generating unitsthrough 2000 are estimated to range from 8.1 million tonsto 8.5
million tons, depending fromyear to year upon anticipated sales levels, scheduled maintenance and other variables. These requirements are
being or will be met in part under long-term contracts as follows:

M LLI ON
TONS/ YEAR SULFUR CONTENT EXPI RATI ON

1.0 H gh 1998
Up to 1.0(a) Hi gh 1998
1.3(h) Low 2001
1.5(c) Low 1998
1.0(c) Low 1997
1.0(c) Low 1997
.5 Hi gh 1998

(a) Contract calls for requirements up to 1.0 million tons/contract year.
(b) 1.5 million tonsin 1996.
(¢) Plusor minus 10%/contract year.

The average cost of coa consumed in 1995 was$28.28 per ton or 15.89 mills per kilowatt-hour (kwh) generated as compared to $32.04 per ton
or 16.85 millsper kwh generated in 1994. Northern Indiana's forecasts indicate that its coal costs will remain at the current level or be dightly
lower over the next two years.

COAL RESERVES. Included inthe previous table of coal contracts isa coa mining contract with Cyprus Shoshone Coal Corporation (Cyprus)
under which Cyprusis mining Northern Indiana's coal reserves in the Cyprus mine through the year 2001. The costs of thereserves are being
recovered through the rate making process as such coa reserves are used to produce electricity.

FUEL ADJUSTMENT CLAUSE. See "Fuedl Adjustment Clause” in the Notes to Consolidated Financial Statements in the 1995 Annual Report
to Shareholders, which noteis incorporated herein by reference (see Exhibit 13).

GASOPERATIONS. Northern Indiana supplies natural gas of about 1,000 British thermal units (btu) per cubic foot. In a 24-hour period ended
January 5, 1995, Northern Indiana's 1995 maximum day sendout was 1,545,616 dekatherms (dth).

In 1995, al of the gas supplied by Northern Indianawas transported by ANR Pipeline Company (ANR), Crossroads Pipeline Company
(Crossroads), Midwestern Gas Transmission Company (Midwestern), Natural Gas Pipeline Company of America (Natural), Panhandle Eastern
Pipe Line Company (Panhandle), Tennessee Gas Pipeline Company (Tennessee) and Trunkline Gas Company (Trunkline). Approximately 32%
of Northern Indiana's 1995 gas supply was purchased on the spot market, generally on 30-day agreements.
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The average price per dth (including take-or-pay and transition charges) in 1995 was $2.98 compared to $2.99 in 1994, and the average cost of
purchased gas, after adjustment for take-or-pay and transition charges billed to transport customers, was $2.63 per dth as compared to $2.90 per
dthin 1994.

The transportation rates of Crossroads, and thetransportation and storage rates of ANR, Midwestern, Natural, Panhandle, Tennessee and
Trunkline to Northern Indiana, are subject to change in accordance with rate proceedings filed with the FERC.

Agreements have been negotiated with natural gassuppliers to replace former pipeline supplier contracts pursuant to the requirements of FERC
Order No. 636 (See "Rate Matters-FERC Order No. 636" in the Notes to Consolidated Financial Statementsinthe 1995 Annual Report to

Shareholders, which noteisincorporated herein by reference (see Exhibit 13)). Northern Indiana a so has firm transportation agreements with
the pipelines, which alow Northern Indianato moveits gas through the pipelines transmission systems. Northern Indiana also hasproducer
agreements which allow for the purchase of gas either from gasmarketers or producers.

Northern Indiana has acurtailment plan approved by the Indiana Utility Regulatory Commission (Commission). Effectiveon August 11, 1981,
the plan allows unrestricted gas sales by Northern Indiana. There were no firm sales curtailmentsin 1995 and none are expected during 1996.

Northern Indiana operates an underground gas storage field at Royal Center, Indiana, which currently has a storage capacity of 6.75 million dth.
Withdrawal s have been made in the 1995-96 winter of up to 117,074 dth per day.

In addition, Northern Indianaand NI-TEX have several gas storage service agreementswhich make possible thewithdrawal of substantial
guantities of gas fromother storage facilities. All of the storage agreements have limitations on the volume and timing of daily withdrawals.
These contracts provide in the aggregate for approximately 28,859,880 dth of annual stored volume, and allow for approximately 573,863 dth
of maximum daily withdrawal.

Northern Indiana has aliquefied natural gas plant in LaPorte County which is designed for peak shaving and has the following capacities:
maximum storage of 4,000,000 dth; maximum liquefaction rate (gas to liquid), 20,000 dth per day; maximum vaporization rate (output to
distribution system), 300,000 dth per day.

KOKOMO GAS. Kokomo Gas total gas send-out for 1995 was 8,232,810 dth, compared to 8,057,901 dth for 1994. Total transportation
volumes for industrial customers in 1995 were 3,273,562 dth, compared to 2,998,832 dth in 1994. Kokomo Gas purchased gasunder term
agreements from NI-TEX to satisfy al of its system requirementsin 1995.

NIFL. NIFL'stotal gas send-out for 1995 was9,517,483 dth compared to 8,626,056 dth for 1994. Total transportation volumes for industrial
customers in 1995 were 4,251,519 dth, compared to 3,745,963 dth in 1994. NIFL purchased gas on the spot market from anumber of suppliers
and also under term agreements from NI-TEX to satisfy all of its system requirementsin 1995.

GASCOST ADJUSTMENT CLAUSE. See "Gas Cost Adjustment Clause" in the Notes to Consolidated Financial Statements in the 1995
Annual Report to Shareholders, which note isincorporated herein by reference (see Exhibit 13).

TAKE-OR-PAY PIPELINE GAS COSTS. See "Take-or-Pay Pipeline Gas Costs' in the Notes to Consolidated Financial Statementsin the
1995 Annua Report to Shareholders, which noteis incorporated herein by reference (see Exhibit 13).
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FERC ORDER NO. 636. See "FERC Order No. 636" in the Notes to Consolidated Financia Statementsin the 1995 Annual Report to
Shareholders, which noteisincorporated herein by reference (see Exhibit 13).

BUSINESS OF OTHER SUBSIDIARIES

CAPITAL MARKETS. Capital Markets serves as thefunding agent for ventures of Industriesand its subsidiaries other than Northern Indiana.
Capital Markets has a $150 million revolving Credit Agreement, which provides short-term financing flexibility to Industries and also serves as
the back up instrument for acommercial paper program. Asof December 31, 1995, there were no borrowings outstanding under this agreement.
Capita Markets also has $105 million of money marketlines of credit. As of December 31, 1995, $17.4 million of borrowings were
outstanding under these lines of credit. Asof December 31, 1995, Capital Markets had $76.7 million in commercia paper outstanding, having a
weighted average interest rate of 6.08%.

The obligations of Capital Markets are subject to a Support Agreement between Industries and Capital Markets, under which Industries has
committed to make payments of interest and principal on Capital Markets securitiesin theevent of afailureto pay by Capital Markets.
Restrictions in the Support Agreement prohibit recourse on the part of Capital Markets' investors against the stock and assets of Northern
Indianawhich are owned by Industries. Under the terms of the Support Agreement, in addition to the cash flow of cash dividends paid to
Industries by any of itsconsolidated subsidiaries, the assets of Industries, other than the stock and assets of Northern Indiana, are available as
recourse to holders of Capital Markets securities. The carrying value of those assets, other than Northern Indiana, reflected in the consolidated
financial statements of Industries, was approximately $393.3 million at December 31, 1995.

DEVELOPMENT. Development looks for partnerships with customers on energy projects, seeks environmental project opportunities and
coordinates thereal estate diversification of Industries.

Development is a 95% shareholder in EIm Energy and Recycling (UK) Ltd. (EIm Energy), which owns and operates atire-fueled electric
generating plant in Wolverhampton, England, that began operating in late 1993. See"Elm Energy and Recycling (UK) Ltd." in the Notes to
Consolidated Financial Statementsinthe 1995 Annual Report to Shareholders, which note isincorporated herein by reference (see Exhibit 13).

In 1995, Development invested in multiple-family residential housing devel opmentsin Michigan City, South Bend, and Rensselaer, aswell asa
multiple-family housing fund. Development has similar projects in Hammond, Fort Wayne and Mishawaka. Additiona projects arebeing
considered in Hebron, South Bend and other communities in Northern Indiana's service territories. These projects are part of the continued
commitment by Development to provide high quality, energy efficient, affordable housing to the residents of a variety of geographic and
economic regions served by Northern Indiana

SERVICES. Services coordinates energy-related diversification and has three wholly-owned subsidiaries: NIPSCO Energy Trading Corp.
(NETCO), NI-TEX, Inc. (NI-TEX) and NIPSCO Fuel Company, Inc. (Fuel).

NETCO. As of August 1, 1995, NETCO's natural gas brokering and management services were assigned to and administered by NESI Energy
Marketing Company L.L.C. NETCO isno longer an active company.
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Fuel. Fuel isan oil and gasexploration and production company with activities concentrated in the mid-continent region of the United States
and offshore in the Gulf of Mexico. As of December 31, 1995. $57.5 million had been investedin U.S. exploration and development projects.
Fuel's estimated U.S. proved reserves at year-end totaled 1.4 million barrels of oil and 28.3 hillion cubic feet of natural gas. In 1995, Fuel
formed Southlake Energy Inc., a wholly-owned Canadian subsidiary, which acquired the properties of Gentra One Resources Inc. for $12.75
million. Reserves attributable to the acquired Canadian properties are 696,000 barrels of ail, 17.5 billion cubic feet of natural gas, and 118,000
barrels of natural gasliquids.

NI-TEX. NI-TEX isan intrastate natural gas transmission and supply company providing gas sales, transportation and storage services.
NI-TEX provides flexible city gate gas supply to Northern Indiana, Kokomo Gas and NIFL under term contracts. NI-TEX, through joint
ventures with industry partners, also owns natural gas transmission and storage facilities located in Texas. Its Laredo-Nueces pipeline affiliate
transported 18.3 billion cubic feet of natural gasin 1995. ItsMid-Tex Gas Storage Company affiliate operates a salt dome gas storage facility
with an operating capacity of 5.7 billion cubic feet due to the expansion of the second cavern completed in December, 1995. Operating income
from NI-TEX salesarrangements, combined withjoint venture earnings, totaled $6.5 million for the year.

NESI ENERGY MARKETING COMPANY L.L.C. (NEM). In August, 1995, Servicesformed alimited liability company with Enco Energy
Inc. Services currently holds a sixty percent interestin NEM. NEM provides natural gas sales and on-system transportation management
services to customers within Northern Indiana'sservice territory. NEM is engaged in energy trading activities to manage risk. NEM opened a
Detroit, Michigan office in early 1996 for expansion into the Michigan market. During 1995, operating income for both NETCO and NEM
totaled $500,000.

TRIUMPH NATURAL GAS, INC. (TRIUMPH). Services owns51% in Triumph. In April, 1995 Triumph completed the sale of the primary
natural gas sales and supply contracts to Resource Energy Services. All continuing operations of the company were eliminated. The only
remaining physical asset of Triumph to be liquidated is theinvestment in Arkoma Limited Partnership, which ownsan interest in the Triark Gas
Gathering Company. Services, as well as certain affiliates and officers, are defendants in alawsuit brought by certain shareholders and former
members of the Board of Directors of Triumph. The lawsuit alleges that the Services defendants actions caused Triumph to fail and
subsequently liquidate. Servicesis of the opinion that the suit has no merit and will continueto aggressively defend itself. Servicesisinthe
process of filing a counterclaim seeking recovery of Services original investment.

PRIMARY . Primary will develop and manage cogeneration and other energy projects for largeindustrial energy customers. Primary offers
largeindustrial energy customers, nationwide, expertise in managing the engineering, construction, operation and maintenance of these
energy-related projects. Effective on January 1, 1996, Primary became the parent of certain other subsidiaries, including Harbor Coal Company
(Harbor Coadl), North Lake Energy Corporation (North Lake), Portside Energy Corporation (Portside) and Lakeside Energy Corporation (LEC).

Harbor Coal has invested in a partnership to finance, construct, own and operate a $65 million pulverized coal injection facility which began
commercial operation in August, 1993. The facility receives raw coal, pulverizesit and deliversit to Inland Steel Company for use in the
operation of its blast furnaces. Harbor Coal isa 50% partner in the project with an Inland Steel affiliate. Industries has guaranteed the payment
and performance of the partnership's obligations under a sale and leaseback of a 50% undivided interest in the facility.
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North Lake has entered into a lease for the useof a 75 megawatt energy facility to be located at Inland Steel Company. The facility will use
steam generated by Inland Steel to produce electricity to be delivered to Inland Steel. The facility is expected to be operational in June, 1996.
Industries hasguaranteed North Lake's obligations relative to thelease and certain obligations to Inland Steel relative to the project.

LEC has entered into an agreement with USX Corporation--US Steel Group to utilize a new 161 megawatt energy facility at USS Gary Works
to process high pressure steam into electricity and low pressure process steamfor a 15 year period. LEC will lease thisfacility, once
constructed, from athird party. Additionally, LEC hasentered into an interim agreement, which expires when thelease is established with the
third party lessor, under which LEC is acting as the agent for thelessor to design, construct and start up the energy facility. Industries
anticipates guaranteeing LEC's security deposit obligations relative to the anticipated lease. Construction of the project began in January, 1996
and is scheduled to be operational in May, 1997.

Primary is evaluating other potential partnerships with Northern Indiana customers for using waste gases from steelmaking and other processes
for power generation. Low btu blast furnace gases and other fuels, which could fuel new generation, are produced at companies served by
Northern Indiana.

REGULATION

Holding Company Act. Industries is exempt from registration with the Securitiesand Exchange Commission (SEC) asa "registered holding
company" under the Public Utility Holding Company Act of 1935, as amended (Holding Company Act). However, prior approval of the SEC is
required under the Holding Company Actif Industries proposes to acquire, directly or indirectly, any securities of other public utility
companies. Theremay also be limits on the extent to which Industriesand its non-utility subsidiaries can enter into businesses which are not
"functionally related" to the electric and gas businesses without raising questions about Industries exempt status under the Holding Company
Act. SEC guidelines established in prior decisions of the SEC require Industriesto remain engaged primarily and predominantly in the electric
and gas businesses and to limit the size of its activities outside of such businessesrelative to Industriesas awhole.

Industries hasno present intention of becoming a registered holding company subject to regulation by the SEC under the Holding Company
Act.

Indiana Utility Regulatory Commission. Northern Indiana and Industries have been advised by their counsel that Industries will not be subject
to regulation by the Commission as long as it isnot a public utility. Under existinglaw, Industriesand its non-utility subsidiaries are subject to
certain reporting and information access requirements under Indiana law. Furthermore certain contracts between Industries or its non-utility
subsidiaries and Northern Indiana, Kokomo Gas and NIFL (regulated utilities) must be filed with the Commission.

The regulated utilities are subject to regulation by the Commission as to rates, service, accounts, issuance of securities, and in other respects.
See "Rate Matters' in the Notes to Consolidated Financial Statementsin the 1995 Annual Report to Shareholders, which note isincorporated
herein by reference (see Exhibit 13). The regulated utilities are also subject to limited regulation by local public authorities.

Federal Energy Regulatory Commission. Industries is not regulated by the FERC, but any subsidiary, including Northern Indiana, that engages
in FERC jurisdictional salesor activities will continue to be subject to such regulation.
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Northern Indiana's restructuring under Industrieswas approved by a February 29, 1988 order of the FERC. The FERC's February 29, 1988
order is conditioned upon the FERC'scontinuing authority to examine the books and records of Industries and its subsidiaries, upon further
order of the FERC, and to make such supplemental orders, for good cause, as it may find necessary or appropriate regarding the restructuring.

In 1995, about 4% of Northern Indiana's electric revenueswere derived from electric service it furnished at wholesale in interstate commerceto
other utility companies, municipalities and WVPA (see "Item 1. Business--Electric Operations' regarding WV PA). Northern Indiana's
wholesale rates and operations are subject to the jurisdiction of the FERC. The jurisdiction of the FERC does not extend to the issuance of
securities by Northern Indianasince it isa public utility organized and operating in the State of Indiana, under the laws of which its security
issues are regulated by the Commission. The FERC on October 21, 1954, declared Northern Indiana exempt from the provisions of the Natural
Gas Act. Kokomo Gas and NIFL are also exempt from the provisions of the Natural Gas Act.

RATE MATTERS. For information regarding theregulated utilities gasrates, take-or-pay pipeline gas costs and gas transition costs, see
"Take-or-Pay Pipeline Gas Costs' and "FERC Order No. 636" in the Notes to Consolidated Financial Statementsin the 1995 Annual Report to
Shareholders, which notes are incorporated herein by reference (see Exhibit 13).

Northern Indiana filed an Alternative Regulatory Plan (ARP) with the Commission on November 29, 1995. The purpose of the ARPIis to create
abusiness and regulatory environment and structure which will permit increased choicefor gas customers, competition among suppliers and
improved natural gasservice. Inits petition, Northern Indiana stated it would propose to implement new rates and servicesthat would include,
but not be limited to, further unbundling of servicesfor additional customer classes whichwould include increased customer choice for sources
of natural gas supply, negotiated services and prices, and incentive gas and storage cost mechanisms.

CONSTRUCTION BUDGET. Northern Indiana's 1996-2000 construction budget (including allowance for funds used during construction) is
estimated at approximately $764 million, including $205 millionin 1996, $177 millionin 1997, $156 million in 1998, $117 million in 1999 and
$109 million in 2000. Northern Indianasconstruction estimatesinclude adjustments for anticipated inflation. No new electric generating units
are planned in the 1996-2000 budget. Northern Indiana does not have, and has no plans to construct, a nuclear generating unit.

COMPETITION. In municipalitieswhere Northern Indiana renders electric serviceto thegenera public as apublic utility, no other utility
renders electric or gasservice, except in Angola, DeMotte, Rome City, Wanatah and Waterloo. In certain municipalitieswhere electric service
issupplied by Northern Indiana, NIFL provides competing gas utility service. In localities where Northern Indianarenders gas service only, it
competes with electric utilities, municipal or private, for the business for which they render alternative electric service.

Kokomo Gas and NIFL serviceterritories are contiguous to Northern Indianas gas service territory, but Northern Indiana, Kokomo Gas and
NIFL do not compete for any of the same gascustomers. Kokomo Gas and NIFL compete withother electric utilities serving customers in their
respective service territories.

All electric service territories within the State of Indiana are assigned to the existing suppliers, and boundaries of new territories outside
existing municipalitiesare assigned to the utility having the nearest existing electric distribution lines. Only existing municipal electric utilities
may expand their service areas and then only into areas that have been annexed by the municipality, subject to the approval of the Commission
and certain other conditions. Northern Indiana makes
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no representation as to the possible effect upon its business of present or future competition by private or municipa utilities or governmental
agencies, instrumentalities or authoritieswithinthe territory now served.

Northern Indiana is also subject to competition for gas salesto industrial customersthrough the ability of these customers, under Northern
Indianas rate provisions, to make their own purchases of gasand have Northern Indiana transport the gas to them. During 1995, gas
transportation represented 59% of Northern Indiana’s total gas sendout.

Indianalaw requires Commission approval before a gascustomer of a utility may bypass the utility and make other arrangements for gas
service. Any entity which transports gasfrom outside Indiana for direct sale or delivery to itself or other end-userswithin the state will be
considered a public utility and must obtain a necessity certificate from the Commission in order to engage in such activities.

See "Competition" in the Management's Discussion and Analysis of Financial Condition and Results of Operationsin the 1995 Annual Report
to Shareholders, which isincorporated herein by reference (see Exhibit 13).

EMPLOYEE RELATIONS. Northern Indianahad 4,111 employees at December 31, 1995. Approximately 64% of Northern Indiana's
employees (physical and clerical workers) are represented by two local unions of the United Steelworkers of America, AFL-CIO-CLC.
Effective June 1, 1993, the bargaining unit employees ratified four-year agreementswhich continue until June 1, 1997. These agreements
provide for base wageincreases of two percent in 1993, three percentin 1994 and 1995, and three and one-half percent in 1996. Additional
economic provisions include a variable compensation plan linked to improvements in productivity. Certain officers of Northern Indiana areaso
officers of Industries. Industries currently has 95 employeesin its diversified operations.

Kokomo Gas had 72 full-time employees at December 31, 1995. Of these, 51 employees are represented by the Qil, Chemical and Atomic
Workers International Union, AFL-CIO. New collective bargaining agreements covering these employees were negotiated in early 1995 and
will expire February 15, 1998.

NIFL had 78 full-time employees at December 31, 1995, none of whom is represented by a union.

ENVIRONMENTAL MATTERS. The Utilities have an ongoing program to remain aware of lawsand regulations involved with hazardous
waste and other environmental matters. Itisthe Utilities intent to continue to evaluate their facilitiesand properties with respect to these rules
and identify any sites that would require corrective action. The Utilities have recorded areserve of $5.0 million to cover probable corrective
actions as of December 31, 1995. However, environmental regulations and remediation techniques are subject to future change. Based upon
management'sunderstanding of current lawsand regulations, the Utilities believe that any corrective actions required, after consideration of
insurance coverages, will not have a significant impact on thefinancial position or results of operations of Industries.

The Utilities are subject to regulation with regard to environmental matters by various federal, stateand local authorities. The Utilities cannot
forecast the effect of all such regulation upon their generating, transmission or other facilities, or their operations. The Utilities intend to comply
with all applicable governmental requirements and have adopted an environmental policy that fosters the pursuit of proactive sound
environmental programs and management.

The application of federal and state restrictionsto protect the environment, including but not limited to those hereinafter described, involves or
may involve review, certification or issuance of permits by various federal, state and local authorities. Such restrictions, particularly in regard to
emissions intothe air and water, and disposal of solid wastes, may impact the operation of Northern Indiana’s facilities, and may also require
substantial investments.
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Northern Indianas total capital expenditures from January 1, 1991, through December 31, 1995, for pollution control facilitieswere
approximately $109 million and were financed in part by the sale of Pollution Control Notes and Bonds--Jasper County. Northern Indiana
anticipates expenditures of approximately $162 million for pollution control equipment in the 1996-2000 period whichincludes anticipated
expenditures of $78 million in 1996 and $32 million in 1997.

Air. The Indiana Department of Environmental Management (IDEM) Office of Air Management hassubmitted to the U.S. Environmental
Protection Agency (EPA) a State Implementation Plan (SIP) in accordance with the requirements of the Clean Air Act Amendments of 1977.

Attainment-Nonattainment. Under the Clean Air Act Amendments of 1977, the State hasidentified areas which arein compliance with the
National Ambient Air Quality Standards (NAAQS) (attainment areas) and areas that are not in compliance withrespect to the sulfur dioxide,
particulate matter and other pollutant standards established by NAAQS (nhonattainment areas). Portions of Lake and LaPorte Counties in which
Northern Indiana operates electric generating facilities remain designated as nonattainment areas for sulfur dioxide. Control plans for each
county are being implemented. Any reductions in emissions of sulfur dioxide required to be made by Northern Indiana have been made, and
Northern Indiana anticipates no increased costs as a result of the implementation of the control plansfor Lake and LaPorte Counties. IDEM
initiated the process for redesignating LaPorte County to attainment for sulfur dioxide. IDEM discussed this process at a public hearing in
Michigan City on November 16, 1995.

Lake County, Indiana, is designated as a nonattainment areafor particulate matter or PM-10. The State of Indiana promulgated a PM-10 SIP
rule, which became effective on June 11, 1993. The rule requires reduced opacity and mass emissions limits at Dean H. Mitchell Station as well
as the establishment of afugitive dust control and continuous compliance plans. Northern Indianainvested $2.8 million to rebuild the Unit 5
electrostatic precipitator during 1993 to help meet the PM-10 emission limits. In order to improve fugitive dust control, during 1994 Mitchell
Station installed a water spray dust suppression system to minimize emissionsfrom the coa pile and coal unloading areas. Porter County has
been determined to have an unclassified status for PM-10. According to state requirements, the areawill be monitored for PM-10 impactsto
determine the appropriate classification with respect to the NAAQS. All other countieswhere Northern Indiana operates electric production
facilities have an unclassified status for PM-10.

Under Title | of theClean Air Act Amendmentsof 1990 (CAAA), Lake and Porter Counties are classified as severe nonattainment areas for
ozone. Passage of the CAAA resultsin new provisions applicable to mobile and stationary sourcesin Lake and Porter Counties. Control
measures requiring reduction of emissions of nitrogen oxides fromthe Mitchell and Bailly Generating Stations as a consequence of theLake
Michigan Ozone Control Program have yet to be determined. Northern Indianais evaluating potentia least-cost methods to reduce emissions of
nitrogen oxidesfrom the generating stations. The EPA hasapproved a conditional waiver from present reduction of nitrogen oxides under Title
I. Northern Indiana cannot determine the cost impact of thefuture provisions.

Acid Rain. Title 1V of the CAAA addresses theacid rainissue by targeting large sources of sulfur dioxide and nitrogen oxidesfor significant
reductions. The coreacid rain rulesfor sulfur dioxide were promulgated by the EPA January 11, 1993. Asrequired by theregulations, Bailly
Units 7 and 8 and Michigan City Unit 12 reduced their sulfur dioxide emissions below 2.5 pounds per million British thermal units(Ibs'/mm
btu) by January 1, 1995. These units, along withthe remainder of Northern Indiana's coal-fired units, are required to reduce their sulfur dioxide
emissions below 1.2 Ibs/fmm btu by January 1, 2000 (Phase I1).
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Presently, all of Northern Indianas eleven coal fired generating unitsutilize low sulfur fuel or flue gas desulfurization units to control sulfur
dioxide emissionsbelow the 1.2 Ibsfmm btu level. That places Northern Indianain compliance withthe Phase |1 sulfur dioxide standards.

The EPA approved Northern Indiana's Acid Rain permitsfor the Bailly and Michigan City Generating Stationson August 31, 1993. The Phase
| Acid Rain permitsfor the stations are effective from January 1, 1995 through December 31, 1999. One component of the permit is the Phasel
extension planfor Bailly. Northern Indianawas dligible for andreceived the extension because of the construction and operation of the Bailly
scrubber. This extension plan allocates additional allowances, above the basic alowances, applicable to Bailly and Michigan City Generating
Stations.

Northern Indiana estimatesthat total costs of compliance with the CAAA sulfur dioxide regulations will impact electric ratesby lessthan 5%in
the future.

Northern Indiana is pursuing nitrogen oxide reduction measures to meet future acid rain requirements. The EPA has proposed Phase Il nitrogen
oxide limits. The regulations when finalized could establish nitrogen oxide limits for al of Northern Indianas coal fired boilers.

Additional Air Issues. The CAAA contain provisions that could lead to limitations on emissions of nitrogen oxides, as mentioned above, and
hazardous air pollutants, which may require significant capital expendituresfor control of these emissions. Northern Indianais pursuing a
nitrogen oxide control program to meet future requirements. Northern Indiana cannot predict the costs of complying with CAAA requirements,
but it believes that any such mandated costs would be recoverable through the rate making process.

The EPA has promulgated a permit program to meet the requirements of Title V of the CAAA. The IDEM, on November 3, 1993, proposed an
Air Operating permit program to meet therequirements of Title V to Indiana's Air Pollution Control Board. The Air Pollution Control Board
adopted rules to implement the TitleV permit program on March 10, 1994. These operating permit rules, including a new fee schedule, became
effectivein Indiana on June 24, 1994. Indiana submitted the Title V rules to the EPA for approval in August of 1994. The EPA has approved
the submittal and the rules became effective December 14, 1995.

Water. The Clean Water Act, asamended, subjects point source dischargersto technology and water quality based controlsthrough the
National Pollution Discharge Elimination System (NPDES) permit program. Northern Indianais required to have NPDES permitsfor
discharges fromits generating stations into the waters of the United States. The IDEM Office of Water Management has issued renewal NPDES
permitsfor Schahfer, Mitchell, and Michigan City Generating Stations, effective November 1, 1993. The renewed Bailly Station NPDES permit
is expected to be issued in 1996. Northern Indianareceived NPDES permit modifications for intermittent chemical treatment of themain
discharge at the Mitchell and Michigan City Stationsfor zebra mussel control. Bailly Station utilizes thermal treatment in its water systemsto
control zebra mussels. Schahfer Station hasnot presently experienced operational impacts due to zebra mussels. Rather, Schahfer Station has
experienced equipment problems due to an Asiatic clam infestation. Alternate forms of control are being investigated by Northern Indianain an
effort to prevent any impact on plant operations relating to theseinfestations, while aso minimizing the environmental impact of the controls.

Superfund Sites. The EPA hasnotified Northern Indiana that it isa "potentially responsible party" (PRP) under the Comprehensive
Environmental Response Compensation and Liability Act (CERCLA) and may be required to sharein the cost of cleanup of severa waste
disposal sitesidentified by the EPA. The sites are in various stages of investigation and analysis and remediation. At each of thesites Northern
Indianais one of several PRPs, and it is expected that remedial costs,
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as provided under CERCLA, will be shared among them. At some sites Northern Indianaand/or the other named PRPs are presently working
with the EPA to clean up the site and avoid theimposition of fines or added costs.

Manufactured Gas Plant Sites. The Utilities haveingtituted a program to investigate former manufactured gas plants where one of them isthe
current or former owner. The Utilities have identified twenty-seven of these sites and made visual inspections of these sites. The Utilities have
conducted initial samplings at thirteen sites. Follow-up investigations have been conducted at five sites and potential remedial measuresare
being evaluated. The Utilitieswill continue their program to assess sites. During thefollow-up investigation of the former manufactured gas
plantin Elkhart, Indiana, Northern Indiananoted the presence of hydrocarbons in the Elkhart River. Northern Indianareported this finding to
IDEM and the EPA. Northern Indiana has placed the Elkhart sitein the IDEM Voluntary Remediation Program (VRP). The goa of placing the
sitein the VRP isto obtain IDEM approva of the determination and subseguent implementation of what remedia measures, if any, may be
needed.

Northern Indiana was notified by IDEM of the release of a petroleum substance into the St. Mary'sRiver in Fort Wayne, Indiana, from the site
of aformer manufactured gas plant formerly owned by Northern Indiana. In cooperation with IDEM, Northern Indiana hastaken steps to
investigate and contain the substance. Northern Indiana has remediated part of the Fort Wayne site. The remainder of the siteis being evaluated
to determine what future remedial measures, if any, may be needed.

Northern Indiana and Indiana Gas Company, Inc. (Indiana Gas) have entered into an agreement covering cost sharing and management of
investigation and remediation programs at five former manufactured gasplant sites at which both companies or their predecessors wereformer
operators or owners. One of these sitesisthe Lafayette site which Indiana Gas had previously notified Northern Indianais being investigated
and remediated pursuant to an administrative order with IDEM. Northern Indiana also notified PSI Energy, Inc. that it was a former owner or
operator of seven former manufactured gas plants at which Northern Indiana had conducted or wasplanning investigation or remediation
activities.

The Utilities have met with various companies that provided insurance coverage which the Utilities believe covers costsrelated to actions taken
at former manufactured gas plants. In September 1995, certain insurance companies initiated a suit in Indiana state court against Northern
Indianato deny coverage. Later in September 1995, Northern Indianafiled a more comprehensive suit in Federal Court in Indianaagainst those
insurers and severa other insurance companies, seeking coverage for costs associated with several former manufactured gas plant sites. The
state court action is stayed pending resolution of the Northern Indiana suitin Federal Court.

Electric And Magnetic Fields. The possibility that exposure to electric and magnetic fields emanating from power lines, household appliances
and other electric sources may result in adverse health effects has been the subject of public, governmental and media attention. A considerable
amount of scientific research hasbeen conducted on thistopic without definitive results. Research is continuing to resolve scientific
uncertainties.

It isnot possible to predict the scope, enforceability or financial impact of other environmental regulations or standards which may be
established in the future.
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ITEM 2. PROPERTIES.

The physical properties of the Utilitiesare located in the State of Indiana, except for Crossroads which ownsa 202-mile interstate natural gas
pipeline running from northwest Indianato Cygnet, Ohio.

The only significant properties owned by other subsidiaries of Industriesare: the Southlake Complex, a 325,000 sgquare foot office buildingin
Merrillville, Indiana, leased to Northern Indiana and owned by Development; a 36-mile intrastate natural gaspipeline, located in southern
Texas and haf- owned by NI-TEX, Inc.; agolf courseand surrounding residential development in Chesterton, Indiana, owned by Lake Erie
Land Company (asubsidiary of Development); a waste-to-energy generating plant in Wolverhampton, England owned by Elm Energy;
commercial real estate joint ventures, half-owned by KOGAF Enterprises (a subsidiary of Development) located in Kokomo, Indiana; and
interests in oil and gasproducing properties in the United States and Canada owned by Fuel.

ELECTRIC. Northern Indiana owns and operatesfour coal fired electric generating stations with net capabilities of 3,179,000 kw, two
hydroelectric generating plants withnet capabilities of 10,000 kw and four gas fired combustion turbine generating units with net capabilities of
203,000 kw, for atotal systemnet capability of 3,392,000 kw. During theyear ended December 31, 1995, Northern Indiana generated 85.8%
and purchased 14.2% of its electric requirements.

Northern Indiana has 292 substations with an aggregate transformer capacity of 22,839,200 kva. Itstransmission system with voltagesfrom
34,500 to 345,000 consists of 3,047 circuit miles of line. The electric distribution systemextends into 21 countiesand consists of 7,682 circuit
miles of overhead and 1,265 cable milesof underground primary distribution lines operating at variousvoltages from 2,400 to 12,500 volts.
Northern Indiana has distribution transformers having an aggregate capacity of 10,661,892 kva and 437,264 electric watt-hour meters.

GAS. Northern Indiana hasan underground storage field at Royal Center and a liquefied natural gas plant in LaPorte County, both of whichare
described under "Item 1. Business—-Gas Operations." Northern Indiana has12,976 miles of gas mains.

Kokomo Gas has aliquified natural gas plant in Howard County which has thefollowing capacities: maximum storage of 400,000 mcf;
maximum liquefaction rate (gasto liquid), 2,850 mcf per day; maximum vaporization rate (output to distribution system), 30,000 mcf per day.
Kokomo Gas aso has a gasholder with a storage capacity of 12,000 mcf. Kokomo Gas has 727 miles of gasmains.

NIFL has765 miles of gasmains.

OTHER PROPERTIES. Northern Indiana owns offices and service buildings, salesrooms, garages, repair shops, motor vehicles, construction
equipment and tools, and office furniture and equipment, and also leases offices in variouslocalities. It aso owns miscellaneous parcelsof real
estate not now used in utility operations.

DONATION OF PROPERTY. OnJanuary 5, 1995, Northern Indiana completed the planneddonation of approximately 2,150 acres of land,
including 60 miles of lake and river frontage, to the Shafer and Freeman L akes Environmental Conservation Corporation (a not-for-profit
organization), the State of Indiana Department of Natural Resources and the Indiana Natural Resources Foundation. The property framesand
includes theresort areas of Lake Shafer and Lake Freeman in Whiteand Carroll Counties, near the cities of Monticello and Delphi in central
Indiana.
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Northern Indiana acquired the property in 1944 aspart of the purchase of damsand two small hydroelectric plants and has maintained the area
since that time. Northern Indiana donated this property to ensure theland is managed to enhance its preservation and recreational value. The
dams and hydroelectric plants arebeing retained for Northern Indiana operations.

CHARACTER OF OWNERSHIP. The properties of Northern Indiana are subject to the lien of its First Mortgage Indenture. The principal
offices and properties are held in feeand are free from other encumbrances, subject to minor exceptions, none of whichis of such anature as
substantialy to impair the usefulnessto Northern Indiana of such properties. Many of the offices in the various communities served are
occupied by Northern Indiana under leases. All properties are subject to liens for taxes, assessments and undetermined charges (if any)
incidental to construction, which it is Northern Indiana's practice regularly to pay, as and whendue, unless contested in good faith. In generd,
the electric and gas lines and mains are located on land not owned in feebut arecovered by necessary consents of various governmental
authorities or by appropriate rights obtained from owners of private property. These consents and rights are deemed adequate for the purposes
for which they are being used. Northern Indiana does not, however, generally have specific easements from the owners of the property adjacent
to public highways over, upon, or under which its electric and gaslines are located. At thetime each of the principal properties was purchased a
title search was made. In general, no examination of titles asto rights-of-way for electric and gaslines and mains was made, other than
examination, in certain cases, to verify the grantors ownership and the lien status thereof.

ITEM 3. LEGAL PROCEEDINGS.

Industries and Northern Indianaare parties to various pending proceedings, including suits and claims against them for personal injury, death
and property damage, but, in the opinion of their counsel, the nature of such proceedingsand suits, and the amounts involved, do not depart
from theordinary routinelitigation and proceedings incidental to the kind of businesses conducted by Industries and Northern Indiana, except
as set forth above under "Item 1. Business—-Environmental Matters," and as described under the captions"Pending Tax Matter," "Elm Energy
and Recycling (UK) Ltd." and "Environmental Matters' inthe Notes to Consolidated Financial Statements in the 1995 Annual Report to
Shareholders, which notes are incorporated herein by reference (see Exhibit 13).

On March 13, 1996 the Internal Revenue Service appealed to the U.S. Court of Appeals for the Seventh Circuit, the November 6, 1995 decision
of the United States Tax Court (Tax Court) in favor of Northern Indiana. See "Pending Tax Matter" inthe Notesto Consolidated Financial
Statements in the 1995 Annual Report to Shareholders, which note is incorporated herein by reference (see Exhibit 13). Northern Indiana's
management and its general counsel believe thedecision of the Tax Court will prevail.

To theknowledge of Industries no other material legal proceedings against Industries, Northern Indianaor their subsidiaries are contempl ated
by governmental authorities and other parties.

ITEM 4. SUBMISSION OF MATTERSTO AVOTE OF SECURITY HOLDERS.
None.
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SUPPLEMENTAL ITEM--EXECUTIVE OFFICERS OF THE REGISTRANT.

DATE OF ASSUM

I NG
PRESENT POSI -
NAME ACE OFFI CE TI ON
Gary L. Neale 56 Chairman, President, Chief March 1, 1993
Executive O ficer and Director
St ephen P. Adik 52 Executive Vice President, Chief January 1,
1994
Fi nancial O ficer and
Tr easurer
Patrick J. Ml chay 54 Executive Vice President, Chief January 1,
1994
Qperating Oficer, Electric
Jeffrey W Yundt 50 Executive Vice President, Chief January 1,
1994
Operating O ficer, Gas
Onen C. Johnson, Jr. 49 Vice President, Human January 1,
1994
Resour ces
David A Kelly 57 Vice President, Real January 1,
1994
Estate and Taxes
Jerry M Springer 63 Controller and Assistant Secretary April 13, 1994
Dennis E. Senchak 50 Assistant Treasurer January 1,
1994
Ni na M Rausch 52 Secretary July 1, 1992

Throughout the past five years, each of the executive officers of Industrieshas been continuously active in the business of Industries or
Northern Indiana except as follows: Prior to December 31, 1991, David A. Kelly was Partner, Tax Division of Arthur Andersen LLP.

PART II
ITEM 5. MARKET FORTHE REGISTRANT'SCOMMON EQUITY AND RELATED STOCKHOLDER MATTERS.

Industries common shares are listed and traded on the New Y ork, Chicago and Pacific stock exchanges. The table below indicates the high and
low sales price of Industries common shares, on the composite tape, during the periods indicated.

1995 1994

HGH LOWV HGH LOWV

First Quarter...... 32 1/4 29 1/4 33 29
é{agond Quarter..... 35 1/4 30 3/4 32 7/8 28
'?'f\i‘lrd Quarter...... 34 7/8 32 1/8 30 1/4 26
Eﬁogrth Quarter..... 38 1/2 34 1/2 29 7/8 26

Asof February 29, 1996, Industries had 37,022 common shareholders of record.

The policy of the Board of Directors has been to declare dividends on a quarterly basis payable on or about the 20th day of February, May,
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August and November. Industries paid quarterly common dividends of $0.36 per share during 1994 and quarterly common dividends of $0.39
per share during 1995. At its December 19, 1995 meeting Industries Board of Directors increased the quarterly common dividend to $0.42 per
share, payable February 20, 1996.
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Holders of Industries' common shares will be entitled to receive dividends when, as and if declared by the Board of Directors out of funds
legally available therefor. Although the Board of Directorsof Industries currently intendsto consider the payment of regular quarterly cash
dividends on common shares, thetiming and amount of future dividends will depend on the earnings of Northern Indianaand other subsidiaries,
their financial condition, cash requirements, any restrictions in financing agreementsand other factors deemed relevant by the Board of
Directors. During thenext few years, it is expected that the great majority of earnings available for distribution of dividendswill depend upon
dividends paid to Industries by Northern Indiana.

The following limitations on payment of dividends and issuance of preferred stock apply to Northern Indiana:

When any bonds are outstanding under its First Mortgage Indenture, Northern Indiana may not pay cash dividends on its stock (other than
preferred or preference stock) or purchaseor retire common shares, except out of earned surplus or net profits computed asrequired under the
provisions of the maintenance and renewal fund. At December 31, 1995, Northern Indiana had approximately $144.8 million of retained
earnings (earned surplus) available for the payment of dividends. Future common share dividends by Northern Indiana will depend upon
adequate retained earnings, adequate future earnings and the absence of adverse devel opments.

So long as any shares of Northern Indiana's cumulative preferred stock are outstanding, no cash dividends shall be paid on itscommon shares in
excess of 75% of the netincome available therefor for the preceding calendar year unless the aggregate of the capital applicable to stocks
subordinate as to assets and dividends to the cumulative preferred stock plus the surplus, after giving effect to such dividends, would equal or
exceed 25% of the sumof all obligationsevidenced by bonds, notes, debentures or other securities, plusthetotal capital and surplus. At
December 31, 1995, thesum of the capital applicableto stocks subordinate to the cumulative preferred stock plus the surplus was equal to 41%
of thetotal capitalization including surplus.

In connection with theforegoing discussion, see "Common Share Dividend" in the Notes to Consolidated Financial Statementsin the 1995
Annual Report to Shareholders, which note isincorporated herein by reference (see Exhibit 13).

ITEM 6. SELECTED FINANCIAL DATA.

YEAR ENDED DECEMBER 31,

1995 1994 1993 1992 1991

Qper ati ng revenues

(000"Ss)......covvvu... $1, 722,325 $1,676,401 $1,677,872 $1,582, 356
$1, 535, 161

Net incone (000'S)...... $ 175,465 $ 163,987 $ 156,140 $ 136,648 $
133, 388

Ear ni ngs per average

common share .......... $2.72 $2. 48 $2.31 $2. 00
$1.94
Total assets (000's).... $3,999,520 $3,947, 138 $3,912, 324 $3, 807, 941
$3, 647, 557

Long-term obl i gations

and redeemabl e pre-

ferred stock (000's)... $1,274,379 $1, 281,395 $1, 295,962 $1, 160, 122
$1, 157, 686

Cash divi dends decl ared

per common share....... $1.59 $1. 47 $1. 35 $1. 26

$1.18

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS.

Information regarding results of operations, liquidity and capital resources, environmental mattersand competition is reported in the 1995
Annual Report to Shareholders under "Management's Discussion and Analysis of Financial Condition and Resultsof Operations,” which
information isincorporated herein by reference (see Exhibit 13).
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.

The following Consolidated Financial Statementsand Supplementary Data are included inthe 1995 Annual Report to Shareholdersand are
hereby incorporated by reference and made apart of this report (see Exhibit 13).

(1) Consolidated Financial Statenents--
Consol i dated Statenent of Inconme for the years ended Decenber
31,
1995, 1994 and 1993
Consol i dat ed Bal ance Sheet at Decenber 31, 1995 and 1994
Ognsolidat ed Statenent of Capitalization at Decenber 31, 1995
an
1994
Consol i dated Statenent of Long-term Debt at Decenber 31, 1995
and
1994
Consol i dated Statenent of Cash Flows for the years ended
Decenber
31, 1995, 1994 and 1993
Consol i dated Statenent of Common Sharehol ders' Equity for the
years ended
Decenber 31, 1995, 1994 and 1993
Notes to Consolidated Financial Statenents
Report of Independent Public Accountants (includes an
expl anat ory
paragraph referring to changes in the nethods of accounting for
i ncome taxes and postretirenent benefits other than pensions).
(2) Supplenentary Data--
Sel ect ed Suppl emental | nformation

ITEM 9. CHANGES IN AND DISAGREEMENTSWITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE.
None.
PART |11
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERSOF THE REGISTRANT.
Information regarding executive officers isincluded as a supplemental item at theend of Item 4 of Part | of this Form 10-K.

Information regarding directors isincluded at pages 2-5 in the Notice of Annual Meeting and Proxy Statement dated March 8, 1996, for Annual
Meeting to be held April 10, 1996, which information is incorporated herein by reference.

ITEM 11. EXECUTIVE COMPENSATION.

Information regarding executive compensation isincluded at pages 7-9 and 11- 17 inthe Notice of Annual Meeting and Proxy Statement dated
March 8, 1996, for Annual Meeting to be held April 10, 1996, whichinformation isincorporated herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT.

Information regarding security ownership of certain beneficia owners and management isincluded at page 6 in the Notice of Annual Meeting
and Proxy Statement dated March 8, 1996, for Annual Meeting to be held April 10, 1996, which information isincorporated herein by
reference.

ITEM 13. CERTAIN RELATIONSHIPSAND RELATED TRANSACTIONS.

None.
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PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTSON FORM 8-K.

(& (1) The Financia Statements filed herewith as a part of thisreport on Form 10-K are listed on the Index to Financial Statements under Item
8 onpage 17.

(2) Thefollowingisalist of theFinancia Statement Schedules filed herewith as part of this report on Form 10-K:

SCHEDULE PAGE OF
NUMBER DESCRI PTI ON 1995 10-K

| Condensed Fi nanci al
I nformati on of

Registrant.............. 19, 20, 21 &
22
Val uation and Qualifying
Il Accounts................ 23, 24 & 25
(©)
Exhibits--

The exhibits filed herewith as a part of this report on Form 10-K are listed on the Exhibit Index included on pages 28--29. Each management
contract or compensatory plan or arrangement of Industries listed on the Exhibit Index is separately identified by an asterisk.

(b) Reports on Form 8-K: None.
18
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NIPSCO INDUSTRIES, INC. AND SUBSIDIARIES

SCHEDULE |

CONDENSED FINANCIAL INFORMATION OF REGISTRANT

BALANCE SHEET

Property in ServicCe. ...... ... e
Construction WOrk in progress. .. ... ..o
Less: accumul ated depreciation.......... ... ... ... ... ..

Total property. . ... ..

Investnents (principally investments in wholly-owned
subsidiari es) . . ...

Current Assets:
Cash and cash equivalents......... ... .. . .. . .. . ..
Anmounts receivable fromsubsidiaries.............. ... . ... ...
PrepaY BNt S, .

Total current asSetsS........ ...

O her (principally notes receivable from associ ated conpani es).

CAPI TALI ZATI ON AND LI ABI LI TI ES

Cunul ative preferred shares with mandatory redenption
provisions (Note B) .. ... e e e
Additional paid-in capital.......... ... .. ... . . .
Retained earni NgsS. .. ... e
Less: Treasury shares.......... ... .. . . i,
Unearned conpensati On. . ........... ..,
Currency translation adjustment............................

Total capitalization......... ... . .. . .. i,
Current Liabilities:

Di vi dends decl ared on conmon and preferred stock.............

Anounts payable to subsidiaries........... ... ... ... . . ...

L =T

Total current liabilities....... ... .. ... . .. . .. . .. .. ...

Q her (principally notes payable to associated conmpanies)......

Conmi t ments and Conti ngencies (Note 3):
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DECEMBER 31,
1995 1994
(DOLLARS | N
THOUSANDS)
$ 2,681 $ 3,495

12 20

466 399

2,227 3,116
1,097,621 1,087, 684
4,707 740

70, 721 60, 485
4,818 7,557

80, 246 68, 782
220, 682 172, 935
$1, 400, 776 $1, 332, 517
$ 870,930 $ 870,930
35, 000 35, 000

32, 210 29, 657
518,837 446, 928
293,223 237,193

4, 609 970

1, 930 1, 504
1,157,215 1,142, 848
26, 829 25, 570

31, 431 26, 304
1,176 1, 290

59, 436 53, 164
184, 125 136, 505
$1, 400, 776 $1, 332, 517



The accompanying notes to condensed financial statementsare an integral part of this statement.
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NIPSCO INDUSTRIES, INC. AND SUBSIDIARIES
SCHEDULE |
CONDENSED FINANCIAL INFORMATION OF REGISTRANT

STATEMENT OF INCOME

YEAR ENDED DECEMBER 31,

1995 1994 1993
(DOLLARS | N THOUSANDS)
Equity in net earnings of subsidiaries...... $ 180,827 $ 167,780 $ 158,222
Q her income (deductions):
Adm ni strative and general expense........ (9, 854) (5,560)
(6,031)
Interest income.................oiuuunnn. 15, 575 11, 289 9,576
Interest expense.............c. ... (12, 274) (8,741)
(9, 339)
Qher, net....... ... ... (663) (1, 727) 203
(7, 216) (4, 739)
(5,591)
Net income before income taxes.............. 173,611 163, 041 152, 631
INCOMB taXxesS. .. ... .. (1, 854) (946)
(3,509)
Net inNCOME. .. ... ... .. i 175, 465 163, 987 156, 140
Di vidend requirenments on preferred shares... 3, 063 3, 063 3, 063

Bal ance avail able for conmmon shareholders... $ 172,402 $ 160,924 $ 153,077

Average conmon shares outstanding........... 63, 281,177 64, 820,039 66, 136, 396
Ear ni ngs per average conmon share........... $ 2.72 % 2.48 $ 2.31

The accompanying notes to condensed financial statementsare an integral part of this statement.
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NIPSCO INDUSTRIES, INC. AND SUBSIDIARIES
SCHEDULE |
CONDENSED FINANCIAL INFORMATION OF REGISTRANT

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31,

(DOLLARS | N THOUSANDS)
Net cash provided by operating activities........ $184,300 $157,613 $153,788
Cash flows provided by (used in) investing
activities:
Purchase of Northern Indiana Fuel and Light
Conpany, Inc., net of cash acquired........... -- --

(30, 137)
Capital expenditures........... ... ... ... (100) (954)
(103)
Sale of property........ ... . . . . . i, 935 -- --
Net cash provided by (used in) investing
activities. . ... ... 835 (954)
(30, 240)

Cash flows provided by (used in) financing
activities:

| ssuance of common shares...................... 7,389 2, 060 36, 364
I ncrease (decrease) in notes payable to
subsidiaries........ ... 41, 211 21, 262
(703)
Increase in notes receivable fromsubsidiaries. (58,479) (26, 254)
(26, 412)
Cash dividends paid on conmon shares........... (99,043) (93,578)
(88, 214)
Cash dividends paid on preferred shares........ (3,063) (3,063)
(3,063)
Acquisition of treasury shares................. (69,183) (58,717)
(40, 730)
Net cash used in financing activities........ (181, 168) (158, 290)
(122, 758)
Net increase (decrease) in cash and cash
equival ents. . ... .. 3,967 (1,631) 790
Cash and cash equival ents at begi nning of year... 740 2,371 1,581
Cash and cash equivalents at end of year......... $ 4,707 % 740 $ 2,371

The accompanying notes to condensed financial statementsare an integral part of this statement.
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NIPSCO INDUSTRIES, INC. AND SUBSIDIARIES
SCHEDULE |
CONDENSED FINANCIAL INFORMATION OF REGISTRANT
NOTESTO CONDENSED FINANCIAL STATEMENTS
1. DIVIDENDS FROM SUBSIDIARIES

Cash dividends paidto NIPSCO Industries, Inc. (Industries) by its consolidated subsidiaries were (in thousands of dollars): $183,475, $174,245
and $155,224 in 1995, 1994 and 1993, respectively.

2. SUPPORT AGREEMENT

The obligations of NIPSCO Capital Markets, Inc. (Capital Markets) are subject to a Support Agreement between Industries and Capital
Markets, under which Industries has committed to make paymentsof interest and principal on Capital Markets' securitiesin the event of a
faillureto pay by Capital Markets. Restrictions in the Support Agreement prohibit recourse on the part of Capital Markets' investors against the
stock and assets of Northern Indiana Public Service Company (Northern Indiana) which are owned by Industries. Under theterms of the
Support Agreement, in addition to the cash flow of cash dividends paid to Industries by any of its consolidated subsidiaries, the assets of
Industries, other than the stock and assetsof Northern Indiana, are available as recourse to holders of Capital Markets' securities. The carrying
value of those assets other than Northern Indiana, reflected in the consolidated financial statements of Industries, was approximately $393.3
million at December 31, 1995.

3. CONTINGENCIES

Industries and itssubsidiaries are parties to various pending proceedings, including suitsand claims against them for personal injury, death and
property damage. The nature of such proceedings and suits, and the amounts involved, do not depart from the routinelitigation and proceedings
incident to thekind of businesses conducted by Industriesand its subsidiaries.

4. CHANGESIN ACCOUNTING PRINCIPLES

Effective January 1, 1993, Industries adopted Statement of Financial Accounting Standards No. 106 "Employers Accounting for Postretirement
Benefits Other Than Pensions,” and Statement of Financial Accounting Standards No. 109 "Accounting for Income Taxes". The adoption of
these standards did not have a significant impact on the condensed financial statements.

5. SUBSEQUENT EVENT

On January 12, 1996, Industries redeemed all 350,000 shares of its 8.75% Preferred Shares, pursuant to mandatory redemption provisions, for
$100 per share plus accrued dividends. The redemption will be refinanced through the issuance of long-term debt by Capital Marketsin
February, 1996. See also Notesto Consolidated Financial Statementsin the 1995 Annual Report to Shareholders, which areincorporated herein
by reference. (See Exhibit 13).
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NIPSCO INDUSTRIES, INC.
SCHEDULE I1--VALUATION AND QUALIFYING ACCOUNTS

TWELVE MONTHS ENDED DECEMBER 31, 1995

coL. A coL. B coL. C coL. D coL. E
ADDI TI ONS
------------------ DEDUCTI ONS
CHARGED FOR PURPCSES
BALANCE  TO CHARGED FOR WHI CH  BALANCE

JAN. 1, COSTS AND TO OTHER  RESERVES DEC.

DESCRI PTI ON 1995 EXPENSES ACCOUNTS WERE CREATED 1995

(DOLLARS | N THOUSANDS)
Reserves Deducted in Consoli -
dat ed Bal ance Sheet from As-

sets to Wiich They Apply:
Reserve for accounts receiv-

ables........... ... ... .... $4, 899 $6, 759 $-- $4, 394 $7, 264
Reserve for investnents, at
equity. ... .. $2, 850 $ - - $- - $2, 000 $ 850

Reserves O assified Under Re-
serve Section of Consoli -
dat ed Bal ance Sheet:
Injuries and damages re-

SEIVE. vttt $2,538  $2,800 $- - $3, 501 $1, 837
M scel | aneous operating re-
SEIVES. . v ittt $7,671 $3, 219 $-- $1, 792 $9, 098
23
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NIPSCO INDUSTRIES, INC.
SCHEDULE I1--VALUATION AND QUALIFYING ACCOUNTS

TWELVE MONTHS ENDED DECEMBER 31, 1994

coL. A coL. B coL. C coL. D coL. E
ADDI TI ONS
------------------ DEDUCTI ONS
CHARGED FOR PURPCSES
BALANCE  TO CHARGED FOR WHI CH  BALANCE

JAN. 1, COSTS AND TO OTHER  RESERVES DEC.

DESCRI PTI ON 1994 EXPENSES ACCOUNTS WERE CREATED 1994

(DOLLARS | N THOUSANDS)
Reserves Deducted in Consoli -
dat ed Bal ance Sheet from As-

sets to Wiich They Apply:
Reserve for accounts receiv-

ables........... ... ... .. ... $4, 855 $6, 918 $- - $6, 874 $4, 899
Reserve for investnents, at
equity. ... .. $2, 500 $ 350 $- - $ -- $2, 850
Reserve for investnents, at
COSE . v v e $2, 500 $ -- $- - $2, 500 $ --

Reserves  assified Under Re-
serve Section of Consoli -
dat ed Bal ance Sheet:
Injuries and danmages re-

SEIVE. . ittt $3,994  $3, 350 $- - $4, 806 $2, 538
M scel | aneous operating re-
SEIVES. « it $6,102  $2,620 $-- $1, 051 $7,671
24
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NIPSCO INDUSTRIES, INC.
SCHEDULE I1--VALUATION AND QUALIFYING ACCOUNTS

TWELVE MONTHS ENDED DECEMBER 31, 1993

ca. A CaL. B ca. C ca. D CaL. E
ADDI TI ONS
NORTHERN
| NDI ANA DEDUCTI ONS
FUEL AND CHARGED FOR PURPGSES
BALANCE LI GHT TO CHARCED FOR WH CH  BALANCE

JAN. 1, COWPANY, COSTS AND TO OTHER  RESERVES DEC.

DESCRI PTI ON 1993 INC. (A) EXPENSES ACCOUNTS WERE CREATED 1993

(DOLLARS | N THOUSANDS)
Reserves Deducted in
Consol i dat ed Bal ance
Sheet from Assets to
Wi ch They Apply:
Reserve for accounts

receivables........... $5, 121 $ 93 $5, 254 $- - $5, 613 $4, 855
Reserve for invest-
nments, at equity...... $1, 200 $-- $2, 300 $-- $1, 000 $2, 500
Reserve for invest-
ments, at cost........ $ -- $- - $2, 500 $- - $ -- $2, 500

Reserves { assified Un-
der Reserve Section of
Consol i dat ed Bal ance

Sheet :

Injuries and danmages

reserve............... $4, 367 $- - $4, 450 $- - $4, 823 $3, 994
M scel | aneous operating

FESEerves.............. $4, 160 $- - $2, 066 $- - $ 124 $6, 102

(a) Northern Indiana Fuel and Light Company, Inc. purchased on March 31, 1993.
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To theBoard of Directors of
NIPSCO Industries, Inc.:

We have audited, in accordance with generally accepted auditing standards, the consolidated financial statementsincluded in NIPSCO
Industries, Inc.'sannua report to shareholders for the year ended December 31, 1995, incorporated by reference in thisForm 10-K, and have
issued our report thereon dated January 26, 1996. Our audits were made for the purpose of forming an opinion on those consolidated financia
statements taken as a whole. The schedules listed on Page 18, Item 14(a)(2) are theresponsibility of NIPSCO Industries, Inc.'s management and
are presented for purposes of complyingwith the Securities and Exchange Commission's rules and are not part of the basic financial statements.
These schedules have been subjected to the auditing procedures applied in the audits of the basic financia statements and, in our opinion, fairly
state in al material respects the financial data required to be set forth therein in relation to the basic financial statementstaken as awhole.

Asdiscussed in the notesto consolidated financial statements, effective January 1, 1993, NIPSCO Industries, Inc. and subsidiaries changed
their methods of accounting for incometaxes and postretirement benefits other than pensions.

Arthur Andersen LLP

Chicago, Illinois
January 26, 1996
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SIGNATURES

PURSUANT TO THE REQUIREMENTS OF SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE ACT OF 1934, THE
REGISTRANT HASDULY CAUSED THIS REPORT TO BE SIGNED ON ITS BEHALF BY THE UNDERSIGNED, THEREUNTO
DULY AUTHORIZED.

NIPSCO Industries, Inc.

(Registrant)
March 28, 1996 /sl Gary L. Neale
Dat e
By
Gary L. Neale, Its Chairman
and

Pr esi dent

PURSUANT TO THE REQUIREMENTS OF THE SECURITIES EXCHANGE ACT OF 1934, THIS REPORT HASBEEN SIGNED
BELOW BY THE FOLLOWING PERSONS ON BEHALF OF THE REGISTRANT AND IN THE CAPACITIES AND ON THE DATES
INDICATED.
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SI GNATURE

/sl Gary L. Neale

Gary L. Neale

/sl Stephen P. Adik
St ephen P. Adik
/sl Jerry M Springer
Jerry M Springer
/sl Steven C. Beering

Steven C. Beering
/sl Arthur J. Decio

Arthur J. Decio
/sl Ernestine M Raclin

Ernestine M Raclin
/s/ Denis E. Ribordy

Denis E. R bordy
/s/ lan M Roll and

lan M Rol | and
/s/ Edmund A. Schroer

Ednund A. Schroer
/'s/ John W Thonpson

John W Thompson
/'s/ Robert J. Welsh

Robert J. Wel sh

EGAF

— Faalfdalia

TI TLE
Chai rman, President, Principal
Executive Oficer and
Di rector

Executive Vice President and
Principal Financial Oficer

Controller and Principal
Accounting O ficer

D rector
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(4.7)

(4.8)

(4.9)

(4.10)

(4.11)

(4.12)
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EXHIBIT INDEX

DESCRI PTION OF | TEM

Articles of Incorporation of Septenber 22, 1987, and all Articles of Amendnent
thereto (incorporated by reference to Exhibit 1 to the NIPSCO I ndustries, Inc.
Current Report on Form 8-K dated March 25, 1992).

Anended By-laws effective May 25, 1993 (incorporated by reference to Exhibit
(3)(ii) to the NIPSCO Industries, Inc. Form8-K dated July 13, 1993).

I ndenture dated August 1, 1939 between Northern |ndiana Public Service Conpany
("Northern Indiana") and Trustees (incorporated by reference to Exhibit 7 to
Northern | ndiana Registration Statenent (Registration No. 2-5178)).

Third Suppl enental |ndenture dated August 1, 1943 (incorporated by reference to
Exhibit 7-C to Northern Indiana Registration Statenent (Registration No. 2-
5178)).

Eightéénth Suppl enental | ndenture dated Septenber 1, 1967 (incorporated by refer-
ence to Exhibit 1 to Northern Indiana Current Report on Form 8-K dated Cctober 9,
1967) .

Ninetéenth Suppl ement al | ndenture dated COctober 1, 1968 (incorporated by reference
to E§hibit 1 to Northern Indiana Current Report on Form 8-K dated Novenber 8,
1968) .

Twenty-third Supplenental Indenture dated March 31, 1972 (incorporated by refer-
ence to Exhibit 2 to Northern Indiana Current Report on Form 8-K dated My 5,
1972) .

Thirt;-third Suppl emental | ndenture dated June 1, 1980 (incorporated by reference
to Exhibit 1 to Northern Indiana Quarterly Report on Form 10-Q for the quarter
ended June 30, 1980).

Forty-first Supplenental |Indenture dated July 1, 1991 (incorporated by reference
to E§hibit 1 to Northern Indiana Current Report on Form 8-K dated March 25,
1992) .

Indenture, dated as of March 1, 1988, between Northern Indiana and Manufacturers
Hanover Trust Conpany, as Trustee (incorporated by reference to Exhibit 4 to
Northern | ndiana Registration Statenent (Registration No. 33-44193)).

Fi rst Suppl emental |ndenture dated Decenber 1, 1991, between Northern |ndiana and
Manuf act urers Hanover Trust Company, as Trustee (incorporated by reference to Ex-
hibit 4.1 to Northern Indiana Registration Statenment (Registration No.
33-63870)).

Menmor andum of Agreement with City of Mchigan Cty, Indiana (incorporated by ref-
erence to Exhibit 7 to Northern Indiana Registration Statement (Registration No.
2-48531)).

Fi nanci ng Agreenent No. 1 dated Novenber 1, 1988 with Jasper County, |ndiana re-
gardi ng $37, 000,000 Series 1988A Pollution Control Refunding Revenue Bonds. |den-
tical financing agreenments between Registrant and Jasper County provide for the
i ssuance of $47,000,000 Series 1988B, $46, 000,000 Series 1988C and $24, 000, 000
Series 1988D Pol | ution Control Refunding Revenue Bonds (incorporated by reference
to Exhibit 8 to Northern Indiana Current Report on Form 8-K dated March 16,
1989) .

Finan%ing Agreement dated July 1, 1991, with Jasper County, Indiana regarding
$55, 000, 000 Series 1991 Col |l ateralized Pollution Control Refunding Revenue Bonds
(incorporated by reference to Exhibit 3 to Northern Indiana Current Report on
Form 8- K dated March 25, 1992).

Fi nanci ng Agreenent dated August 1, 1994, with Jasper County, I|ndiana regarding
$10, 000, 000 Series 1994A, $18, 000,000 Series 1994B and $41, 000,000 Series 1994C
Pol | uti on Control Refunding Revenue Bonds (incorporated by reference to Exhibit
4.16)to Nort hern | ndi ana Annual Report on Form 10-K for year ended Decenber 31,
1994) .
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(23)
(27)
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DESCRI PTI ON OF | TEM

I ndenture between Registrant, N PSCO Capital Markets, Inc. and Chenical Bank as
Trustee dated February 1, 1996 (incorporated by reference to Exhibit 1 to N PSCO
Industries, Inc. Registration Statenent (Registration No. 33-65285)).

Ri ghts Agreenent between Registrant and Harris Trust and Savi ngs Bank, dated Feb-
ruary 27, 1990 (incorporated by reference to Exhibit 4.1 to the NI PSCO I ndus-
tries, Inc. Current Report on Form 8-K dated March 7, 1990).

Suppl emental Life Insurance Plan effective January 1, 1991 (incorporated by refer-
ence to Exhibit 2 to the NIPSCO Industries, Inc. Current Report on Form 8-K dated
March 25, 1992).*

Executive Deferred Conpensation Plan effective Decenber 1, 1990 (incorporated by
reference to Exhibit 3 to the NIPSCO Industries, Inc. Current Report on Form 8-K
dated March 25, 1992).*

Form of Change in Control and Term nation Agreenents (incorporated by reference to
Exhibit 4 to the NIPSCO Industries, Inc. Current Report on Form 8-K dated March
25, 1992).*

Nonenpl oyee Director Stock Incentive Plan effective February 1, 1992 (incor porated
by reference to Exhibit 5 to the NIPSCO I ndustries, Inc. Current Report on Form
8-K dated March 25, 1992).*

NI PSCO I ndustries, Inc. Long-Term Incentive Plan (incorporated by reference to Ex-
hibit 6 to the NIPSCO I ndustries, Inc. Current Report on Form 8-K dated March 25,
1992) . *

Amended and Restated Pension Plan Provisions effective January 1, 1989 (i ncorpo-
rated by reference to Exhibit 17 to Northern Indiana Current Report on Form 8-K
dated March 25, 1992).*

NI PSCO I ndustries, Inc. 1994 Long-Term Incentive Plan.*

NI PSCO I ndustries, Inc. Directors' Charitable Gft Program?*

Conput ati on of Per Share Earnings.

1995 Annual Report to Sharehol ders for pages 31-61.

Li st of Subsidiaries.

Consent of Arthur Andersen LLP.

Fi nanci al Data Schedul e.

Amended Articles of Incorporation of Northern Indiana Public Service Conpany (in-
corporated by reference to Exhibit 1 to the Northern Indiana Current Report on
Form 8-K dated May 5, 1982).

* Management contract or compensatory plan arrangement of NIPSCO Industries, Inc.
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Note:

EXHIBIT 11
NIPSCO INDUSTRIES, INC.
COMPUTATION OF PER SHARE EARNINGS

TWELVE MONTHS ENDED DECEMBER 31, 1995

FULLY
PRI MARY DI LUTED
Wei ght ed Average Nunber of Shares
Average Common Shares Qutstanding at 12/31/95.... 63,281,177 63, 281, 177
Dilutive Effect for Nonqualified Stock Options at
12/ 31/ 95, . 217, 756 389, 346
Wei ghted Average Shares at 12/31/95.............. 63, 498, 933 63, 670, 523
Net Incone to be Used to Conpute
Ear ni ngs Per Average Conmmon Share
(DOLLARS I N
THOUSANDS)
Net I NCOMEB. ... ... e $ 175, 465 $ 175, 465
Di vidend Requirenents on Preferred Shares........ 3,063 3,063
Bal ance Avail able for Common Sharehol ders........ $ 172,402 $ 172,402
Earni ngs Per Average Common Share.................. $ 2.72(a) $

2.71(a)

(a) Thiscaculation is submitted in accordance with Regulation S-K item

601(b)(11) although not required by footnote 2 to paragraph 14 of APB Opinion No.
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Note:

EXHIBIT 11
NIPSCO INDUSTRIES, INC.
COMPUTATION OF PER SHARE EARNINGS

TWELVE MONTHS ENDED DECEMBER 31, 1994

FULLY
PRI MARY DI LUTED
Wei ght ed Average Nunber of Shares
Average Common Shares Qutstanding at 12/31/94.... 64, 820,039 64, 820, 039
Dilutive Effect for Nonqualified Stock Options at
12/ 31/ 94, . 134, 775 136, 688
Wei ghted Average Shares at 12/31/94.............. 64, 954, 814 64, 956, 727
Net Incone to be Used to Conpute
Ear ni ngs Per Average Conmmon Share
(DOLLARS I N
THOUSANDS)
Net I NCOMEB. ... ... e $ 163,987 $ 163,987
Di vidend Requirenents on Preferred Shares........ 3,063 3,063
Bal ance Avail able for Common Sharehol ders........ $ 160,924 $ 160,924
Earni ngs Per Average Common Share.................. $ 2.48(a) $

2.48(a)

(a) Thiscaculation is submitted in accordance with Regulation S-K item

601(b)(11) although not required by footnote 2 to paragraph 14 of APB Opinion No.
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Note:

EXHIBIT 11
NIPSCO INDUSTRIES, INC.
COMPUTATION OF PER SHARE EARNINGS

TWELVE MONTHS ENDED DECEMBER 31, 1993

FULLY
PRI MARY DI LUTED
Wei ght ed Average Nunber of Shares
Average Common Shares Qutstanding at 12/31/93.... 66, 136,396 66, 136, 396
Dilutive Effect for Nonqualified Stock Options at
12/ 81/ 93, . 173, 417 193, 693
Wei ghted Average Shares at 12/31/93.............. 66, 309, 813 66, 330, 089
Net Incone to be Used to Conpute
Ear ni ngs Per Average Conmmon Share
(DOLLARS I N
THOUSANDS)
Net I NCOMEB. ... ... e $ 156, 140 $ 156, 140
Di vidend Requirenents on Preferred Shares........ 3,063 3,063
Bal ance Avail able for Common Sharehol ders........ $ 153,077 $ 153,077
Earni ngs Per Average Common Share.................. $ 2.31(a) $

2.31(a)

(a) Thiscaculation is submitted in accordance with Regulation S-K item

601(b)(11) although not required by footnote 2 to paragraph 14 of APB Opinion No.
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EXHIBIT 23
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

Asindependent public accountants, we hereby consent to theincorporation of our reportsincluded or incorporated by referencein this Form
10-K, into Industries previoudly filed Form S-8 Registration Statement No. 33-30619; and Form S-8 Registration Statement No. 33-30621.

Arthur Andersen LLP

Chicago, Illinois
March 28, 1996
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GRAPHIC MATERIAL CROSS-REFERENCE PAGE

CAPITALIZATION RATIO CHART SHOWS PERCENT OF LONG-TERM DEBT, COMMON SHARE EQUITY AND
PREFERRED AND PREFERENCE STOCK FOR YEARS 1986-1995.

COST OF FUEL FOR ELECTRIC GENERATION CHART SHOWSIN MILLSPER KWH THE COST OF FUEL FOR ELECTRIC
GENERATION FOR YEARS 1986-1995.

COST OF GASPURCHASED FOR RESALE CHART SHOWSINDOLLARS PER DEKATHERM THE COST OF GAS
PURCHASED FOR RESALE FOR YEARS 1986-1995.
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1995 FINANCIAL REVIEW
MANAGEMENT'S DISCUSSION AND ANALY SISOF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

HOLDING COMPANY

NIPSCO Industries, Inc. (Industries) isan Indiana corporation serving as the holding company for a number of subsidiaries, including four
regulated companies: Northern Indiana Public Service Company (Northern Indiana), Kokomo Gas and Fuel Company (Kokomo Gas), Northern
Indiana Fuel and Light Company, Inc. (NIFL) and Crossroads Pipeline Company (Crossroads). Northern Indianais a public utility operating
company supplying natural gas and electric energy to the public. Kokomo Gas and NIFL are public utility operating companies supplying
natural gas to the public, and Crossroadsis aninterstate natural gas transmission company.

Industries major non-utility subsidiaries include NIPSCO Development Company, Inc. (Development), NIPSCO Energy Services, Inc.
(Services), Primary Energy, Inc. (Primary) and NIPSCO Capital Markets, Inc. (Capital Markets).

Development makes variousinvestments, includingreal estate and venture capital investments. Services coordinates the energy-related
diversification ventures of Industries. Primary arranges energy-related projects with large industrial customers. Capital Markets handles
financing for Industries and itssubsidiaries other than Northern Indiana.

The following discussion, except where noted, is attributable to the operations of Northern Indiana, Kokomo Gas, NIFL and Crossroads
(Utilities).

NET INCOME

For 1995, netincome of Industriesincreased to $175.5 million, or earnings of $2.72 per average common share, compared to $164.0 million, or
earnings of $2.48 per average common share, for 1994. There were approximately 1.5 million fewer average common shares outstandingin
1995 than 1994. In 1993, net income was$156.1 million, or earnings of $2.31 per average common share. See Notes to Consolidated Financia
Statements for Segments of Businessregarding the revenue and utility operating incomederived fromthe delivery of gas and electricity.

REVENUES
Operating revenues increased $45.9 million, or 2.7%, from 1994. Operating revenues in 1994 decreased $1.5 million, or 0.1%, from 1993.

During 1995, gasdeliveries in dekatherms (dth), which include transportation services, increased 2.9%. Gas salesin 1995 increased 4.2% due
to higher salesto residential and commercial customers as aresult of colder weather during the fourth quarter of 1995. Gas transportation
services increased

2.1% mainly due to increased deliveries by Crossroads. The Utilities had approximately 699,900 gas customers at December 31, 1995. During
1994, gas deliveriesincreased 5.5% over 1993. Gas salesin 1994 decreased 3.3% due to lower salesto residential and commercia customers
due to warmer weather during the fourth quarter of 1994, compared to the fourth quarter of 1993. Gas transportation services increased 11.9%
mainly due to increased deliveriesto industrial customersand gas volumes transported through Crossroads, which began operations in 1994.

Gas revenues were $691.4 million in 1995, an increase of $9.5 million from 1994. The increase in gas revenues was mainly due to increased
salesto residential and commercia customers as a result of colder weather during the fourth quarter of 1995 and increased gastransition
charges partially offset by decreased gas costs. Gas revenueswere $681.9 million in 1994, a decrease of $32.3 million from 1993. The decrease
in gas revenues wasmainly due to decreased sales to residential and commercia customersdue to thewarmer weather in 1994, and reduced gas
costs. The large commercia and industrial customers continued to utilize transportation services provided by the Utilities. Gas transportation
customers purchase much of their gas directly from producers and marketersand then pay a transportation fee to have their gas delivered over
the Utilities systems. The Utilities transported 191.6, 188.6 and 167.9 million dth in 1995, 1994 and 1993, respectively.

In 1995, sales of electricity in kilowatt-hours (kwh) increased 8.9% over 1994, mainly due to higher sales to residential and commercial
customers as aresult of warmer weather in the third quarter of 1995 andincreased sales to wholesale customers. Northern Indiana had
approximately 403,900 electric customers at December 31, 1995. In 1994, sales of electricity in kwhincreased

2.4% over 1993 mainly due to higher sales to commercial and industrial customers due to increased demands of steel-related customers.

In 1995, electric revenues were$1.031 billion, anincrease of $36.4 million from 1994. The increase in electric revenue wasmainly due to
higher salesto residential and commercial customers as a result of warmer westher in the third quarter of 1995, and increased sales to wholesale
customers, and was
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1995 FINANCIAL REVIEW

MANAGEMENT'S DISCUSSION AND ANALY SISOF FINANCIAL CONDITION AND RESULTS OF OPERATIONS (CONTINUED)
partially offset by lower fuel costs per kwh and to transitional rate adjustments to industrial customers signing new five-year contracts early in
1995. In 1994, electric revenues were $994.5 million, an increase of $30.8 million from 1993. The increase in electric revenue was mainly due
to higher salesto commercia andindustrial customers due to increased demandsof steel- related customers and higher fuel costs per kwh,
whichwere partially offset by decreased sales to wholesale customers.

The components of the changesin gasand electric revenues are shown in thefollowing tables:

Year 1995 Year 1994
Conpared to Conpar ed
to
Year 1994 Year 1993
(Dollars in mllions)
Gas Revenue
Pass through of net changes
in purchased gas costs,
gas storage and storage
transportation costs $(59. 2) $(25.9)
Take-or-pay costs and
transition costs 47. 4 12.0
Changes in sales levels 22.4 (21.5)
Gas transported (1.1) 3.1
Gas Revenue Change $ 9.5 $(32.3)
El ectric Revenue
Pass through of net
changes in fuel costs $(14. 6) $ 7.6
Changes in sales levels 51.0 23.2
El ectric Revenue Change $ 36.4 $ 30.8
Total Revenue Change $ 45.9 $ (1.5

See Rate Matters in Notes to Consolidated Financial Statementsregarding changesin gastake-or-pay and FERC Order No. 636 transition costs.
The basic steel industry accounted for 33% of natural gasdelivered (including volumes transported) and 36% of electric salesduring 1995.

The Utilities rate schedules for gas and electric serviceto their customers contain electric rate adjustment clausesfor changesin the cost of fuel
and firm purchases of electric energy and gas rate adjustment clausesto reflect changesin the cost of gas purchased and contracted gas storage
and storage transportation costs. (See Fuel Adjustment Clause and Gas Cost Adjustment Clause under Summary of Significant Accounting
Policiesin Notes to Consolidated Financial Statements.)

GASCOSTS

The Utilities gas costs decreased $4.3 million (1.0%) in 1995 due to lower gas costs per dth partially offset by increased purchases. The
average cost for the Utilities purchased gas in 1995, after adjustment for take-or-pay andtransition charges billed to transport customers, was
$2.68 per dth as compared to $2.95 per dth in 1994. Gas costs decreased $26.2 million (6.1%) in 1994, due to decreased volumes purchased
and lower gas costs per dth. The average cost for the Utilities purchased gasin 1994, after adjustment for take-or-pay and transition charges
billed to transport customers, was $2.95 per dth as compared to $3.23 per dth in 1993.

FUEL AND PURCHASED POWER

Cost of fuel for electric generation in 1995 decreased mainly asaresult of lower cost for coal and waspartially offset by increased production.
The average cost per kwh generated decreased 5.7% from 1994 to 15.89 mills. The cost of fuel for electric generation increased in 1994 from
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1993 mainly as aresult of increased coal costs per kwh generated. The average cost per kwh generated increased 1.2% from 1993 to 16.85
mills.

Power purchased increased $11.1 million in 1995 as aresult of increased bulk power purchases from other utilities dueto increased sales.
Power purchased increased $14.3 million in 1994 mainly due to purchases required to replace R. M. Schahfer Generating Station Unit 15
generation from February 1to July 5, 1994, whilethis unit was down on an extended outage as part of the Powder River Basin coa conversion
project.

OPERATING MARGINS

Operating margins increased $43.9 million in 1995 to $1.037 hillion. The operating margin from gasdeliveries increased $13.8 million in 1995,
mainly due to the increased sales to residential and commercial customers, due to colder weather during the fourth quarter of 1995. Operating
margins from electric sales increased $30.1 million reflecting increased sales to residential and commercial customers as a result of warmer
weather in the third quarter of 1995, and increased sales to wholesale customers, partially offset by transitional rate adjustments to industrial
customers. Operating marginsincreased $7.9 million in 1994 to $993.3 million. The operating margin from gas deliveries decreased $6.1
million in 1994, mainly due to the decreased sales to residential and commercia customers due to warmer weather during the fourth quarter of
1994, partialy offset by increased transportation services. Operating marginsfrom electric salesincreased $14.0 million reflecting increased
sales to commercial and industrial customers due to increased demand partially offset by decreased salesto wholesale customers.
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1995 FINANCIAL REVIEW
MANAGEMENT'S DISCUSSION AND ANALY SISOF FINANCIAL CONDITION AND RESULTS OF OPERATIONS (CONTINUED)

OPERATING EXPENSES AND TAXES

Operating expenses and taxes (exceptincome) in 1995 increased 1.5% from 1994 to $643.8 million and in 1994 increased 1.3% from 1993 to
$634.4 million.

Operation expenses increased $3.2 million in 1995 from 1994 reflecting a December 1995 Indiana Utility Regulatory Commission
(Commission) order to refund $3.4 million to electric customers related to a 1992 insurance settlement previously credited to operating and
maintenance expenses. Operation expensesincreased $3.4 million in 1994 over 1993 mainly due to increased costs of pollution control
facilities, environmental costs, and operating costsrelated to Crossroads.

Maintenance expenses decreased $1.9 million and $3.4 million in 1995 and 1994, respectively, due to reduced maintenance activities.

Depreciation and amortization expenses increased $6.9 million and $7.3 million in 1995 and 1994, respectively, mainly due to net plant
additions.

Utility income taxes increased $10.7 million in 1995 mainly due to higher pre-tax operating income. Utility income taxes remained relatively
unchanged from 1993 to 1994 consistent with thelevel of pre-tax income.

Other Income (Deductions) decreased $6.4 million in 1995 from 1994 reflecting the inclusionin 1994 of a $5.6 million after-tax benefit for the
Northern Indiana land donation to the Shafer and Freeman Lakes Environmental Conservation Corporation. The operating results of al
non-utility subsidiaries areaso included in Other Income (Deductions).

Interest and other charges increased $5.8 million and decreased $4.5 million in 1995 and 1994, respectively. The 1995 increase reflects
increases in short-term borrowing rates and long-term debt outstanding partially offset by reduced dividend requirements on Northern Indiana
preferred stock. The 1994 decrease reflects Northern Indiana's continued refinancing to reduce interest rates on long-term debt outstanding.

See Notes to Consolidated Financial Statements for a discussion of Regulatory Assets, Carrying Charges and Deferred Depreciation, Allowance
for Funds Used During Construction, FERC Order No. 636, Income Taxes, Postretirement Benefits, Postemployment Benefits and Long-Term
Incentive Plan.

ENVIRONMENTAL MATTERS

The Utilities have an ongoing program to remain aware of laws and regulations involved with hazardous waste and other environmental matters.
It isthe Utilities intent to continueto evaluatetheir facilities and properties with respect to these rules and identify any sites that would require
corrective action. The Utilities have recorded a reserve of $5.0 million to cover probable corrective actionsas of December 31, 1995. However,
environmental regulationsand remediation techniques are subject to future change. Based upon management'sunderstanding of current laws
and regulations, the Utilitiesbelieve that any corrective actions required, after consideration of insurance coverages, will not have a significant
impact on the financial position or results of operations of Industries.

Because of major investments made in modern environmental control facilities and the useof low sulfur coal, all of Northern Indiana's electric
production facilities now comply with the sulfur dioxide limitationscontained in theacid deposition provisions of the Clean Air Act
Amendments of 1990 (CAAA). Northern Indiana estimatesthat total costs of compliance withthe CAAA sulfur dioxide regulations will impact
electric ratesby lessthan 5%in thefuture.

The CAAA contain provisions that could lead to limitations on emissions of nitrogen oxides and hazardous air pollutants, which may require
significant capital expenditures for control of these emissions. Northern Indianais pursuing a nitrogen oxide control program to meet future
requirements. Northern Indiana cannot predict the costs of complying withCAAA requirements, but Northern Indiana believes that any such
mandated costs would be recoverable through the rate making process.

The Environmental Protection Agency (EPA) has notified Northern Indianathat it isa"potentially responsible party" (PRP) under the
Comprehensive Environmental Response Compensation and Liability Act (CERCLA) and may be required to share in the cost of cleanup of
several waste disposal sitesidentified by the EPA. The sites are in various stages of investigation, analysis and remediation. At each of the sites,
Northern Indiana is one of several PRPs, and it is expected that remedia costs, as provided under CERCLA, will be shared among them. At
some sites Northern Indiana and/or the other named PRPs are presently working with the EPA to clean up the sites and avoid the imposition of
fines or added costs.

The Utilities have ingtituted a program to investigate former manufactured gas plants where one of them isthe current or former owner. The
Utilities have identified twenty-seven of these sites and made visual inspections of these sites. The Utilities have conducted initial samplingsat
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thirteen sites. Follow-up investigations have been conducted at fivesites and potential remedial measures are being evaluated. The Utilities will
continue their program to assess sites. During the follow-up investigation of the former manufactured gas plant in Elkhart, Indiana, Northern
Indiananoted the presence of hydrocarbons in the Elkhart River. Northern Indianareported this finding to the Indiana Department of
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1995 FINANCIAL REVIEW
MANAGEMENT'S DISCUSSION AND ANALY SISOF FINANCIAL CONDITION AND RESULTS OF OPERATIONS (CONTINUED)

Environmental Management (IDEM) and the EPA. Northern Indiana has placed the Elkhart sitein theIDEM Voluntary Remediation Program
(VRP). The goal of placingthe sitein the VRP isto obtain IDEM approva of the determination and subsequent implementation of what
remedial measures, if any, may be needed.

Northern Indiana was notified by IDEM of the release of a petroleum substance into the St. Mary'sRiver in Fort Wayne, Indiana, from thesite
of aformer manufactured gas plant formerly owned by Northern Indiana. In cooperation with IDEM, Northern Indiana hastaken steps to
investigate and contain the substance. Northern Indiana has remediated part of the Fort Wayne site. The remainder of the siteis being evaluated
to determine what further remedial measures, if any, may be needed.

Northern Indiana and Indiana Gas Company, Inc. (Indiana Gas) have entered into an agreement covering cost sharing and management of
investigation and remediation programs at five former manufactured gasplant sites at which both companies or their predecessors wereformer
operators or owners. One of these sitesisthe L afayette site which Indiana Gas had previoudly notified Northern Indianais being investigated
and remediated pursuant to an administrative order with IDEM. Northern Indiana also notified PSI Energy, Inc. that it was a former owner or
operator of seven former manufactured gas plants at which Northern Indiana had conducted or wasplanning investigation or remediation
activities,

The Utilities have met with various companies that provided insurance coverage which the Utilities believe covers costsrelated to actions taken
at former manufactured gas plants. In September 1995, certain insurance companies initiated a suit in Indiana state court against Northern
Indianato deny coverage. Later in September 1995, Northern Indianafiled a more comprehensive suit in Federal Court in Indianaagainst those
insurers and several other insurance companies, seeking coverage for costs associated with several former manufactured gas plant sites. The
state court action is stayed pending resolution of the Northern Indiana suitin Federal Court.

The possihility that exposure to electric and magnetic fields emanating from power lines, household appliances and other electric sources may
result in adverse health effects has been the subject of public, governmental and media attention. A considerable amount of scientific research
has been conducted on this topic without definitive results. Research is continuing to resolve scientific uncertainties.

LIQUIDITY AND CAPITAL RESOURCES

During the next few years, it is anticipated that the great majority of earnings available for distribution of dividends will depend upon dividends
paid to Industries by Northern Indiana. See Notes to Consolidated Financial Statements for a discussion of the Common Share Dividend.

Construction expenditures by Industriesfor 1995, 1994 and 1993 were approximately $193 million, $203 million and $181 million,
respectively. Industries total utility plant investment on December 31, 1995, was $5.6 billion.

During 1995, Industries’ non-utility subsidiaries acquired interestsin other properties and investments totaling approximately $57 million.

On March 4, 1994, the Commission authorized Northern Indiana to issue up to $289,275,000 of its Medium-Term Notes, Series D, due from 1
year to 30 years, for purposes of refinancing certain first mortgage bonds and paying short-term debt used to pay at maturity medium-term notes
due in January and April, 1994. On May 23, 1994, Northern Indiana exercised its option to redeem all the outstanding First Mortgage Bonds,
Series S, Y and AA, aggregating $125.5 million, through the use of working capital and the proceeds of short-term debt. During 1994, $120.0
million of the Medium-Term Notes, Series D, wereissued to complete the permanent refinancing of those first mortgage bonds. On June 12,
1995, the remaining $169,275,000 of Medium-Term Notes, Series D, were issued, and part of the proceeds wereused to redeem all of the
outstanding First Mortgage Bonds, Series U and Z, aggregating $94.8 million on July 3, 1995.

On August 25, 1994, Jasper County, Indiana issued Pollution Control Refunding Revenue Bonds, Series 1994 (Northern Indiana Public Service
Company Project) (the Series 1994 Bonds), including $10 million of Series 1994A Bonds, due August 1, 2010; $18 million of Series 1994B
Bonds, dueJune 1, 2013; and $41 million of Series 1994C Bonds, due April 1, 2019. The proceeds of these issuances were loaned to Northern
Indianaunder similarterms. The initial interest rate on Series 1994 Bonds was 3.10%, which resets daily. The proceeds of the Series 1994A
and Series 1994C were used to retire on October 15, 1994, $10 million of Series MM First Mortgage Bonds, 7-1/2%, due October 15, 2004,
and $41 million of Series LL First Mortgage Bonds, 7-1/2%, due October 15, 2014. The proceeds of the Series 1994B Bonds were used to
retire the $18 million Series 1978 Note, 6.70%, due November 1, 2008, on August 25, 1994. The Series 1994 Bonds are secured by Letters of
Credit from Union Bank of Switzerland.

Capital Markets has a $150 million revolving Credit Agreement which terminates August 19, 1998, unless extended by itsterms. This facility
provides short-term financing flexibility to Industries and also serves as the back-up instrument for acommercial paper program. As of
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December 31, 1995, there were no borrowings outstanding under this agreement.

Capita Markets also has $105 million of money marketlines of credit. As of December 31, 1995, $17.4 million of borrowings were
outstanding under these lines of credit.

Asof December 31, 1995, Capital Markets had $76.7 million in commercial paper outstanding, having a weighted average interest rate of
6.08%.

On January 12, 1996, Industries redeemed all 350,000 shares of its

8.75% Preferred Shares, pursuant to mandatory redemption provisions, for $100 per share plus accrued dividends. The redemption was
accomplished through the use of short-term debt issued by Capital Markets. Capital Markets expects to refinance the short-term debt through an
issue of long-term debt during thefirst quarter of 1996.

The obligations of Capital Markets are subject to a Support Agreement between Industries and Capital Markets, under which Industries has
committed to make paymentsof interest and principal on Capital Markets securitiesin theevent of afailureto pay by Capital Markets.
Restrictions in the Support Agreement prohibit recourse on the part of Capital Markets' investors against the stock and assets of Northern
Indiana. Under the termsof the Support Agreement, in addition to the cash flow of cash dividends paid to Industries by any of itsconsolidated
subsidiaries, the assetsof Industries, other than the stock and assets of Northern Indiana, areavailable as recourse to holders of Capital Markets
securities. The carrying value of those assets other than Northern Indiana, reflected in the consolidated financial statements of Industries, is
approximately $393.3 million at December 31, 1995.

Cash flow from operations hasprovided sufficient liquidity to meet current operating requirements. Because of the seasonal nature of the utility
business and the construction program, Northern Indiana makesuse of commercial paper intermittently as short-term financing. As of
December 31, 1995, Northern Indiana had $44.8 million in commercial paper outstanding, having aweighted average interest rate of 6.01%.

Northern Indiana has a$250 million revolving Credit Agreement with several banks which terminates August 19, 1998, unless extended by its
terms. Asof December 31, 1995, there were no borrowings outstanding under this agreement. In addition, Northern Indiana has $14.2 million
inlinesof credit which run to May 31, 1996. The credit pricing of each of the lines varies from either the lending banks commercia primeor
market rates. Northern Indiana hasagreed to compensate the participating bankswith arrangements that vary from no commitment feeto a
combination of feeswhich are mutually satisfactory to both parties. As of December 31, 1995, there were no borrowings under these lines of
credit. The Credit Agreement and lines of credit are also available to support theissuances of commercial paper.

Northern Indiana also has $268.5 million of money market lines of credit. As of December 31, 1995, $118.8 million of borrowings were
outstanding under these lines of credit.

Northern Indiana has a$50 million uncommitted financefacility. At December 31, 1995, there were no borrowings outstanding under this
facility.

During recent years, Northern Indiana has been able to financeits construction program with internally generated funds and expectsto be able
to meet future commitments through such funds.

The Utilities do not expect the effects of inflation at current levelsto have a significant impact on their results of operations, ability to contain
cost increases or need to seek timely and adequate rate relief. The Utilities do not anticipate the need to file for gas and electric base rate
increases in the near future.

COMPETITION

The Energy Policy Act of 1992 (Energy Act) allows FERC to order electric utilities to grant access to transmission systemsby third party
power producers. The Energy Act specifically prohibits federally mandated wheeling of power for retail customers. That authority lieswith the
individual states, several of which are considering opening the transmission network to retail customers. The Energy Actwill stimulate greater
competition in the wholesal e electric markets. This competition will create opportunities to compete for new customers and revenues, as well as
increase the risk of the loss of customers. Althoughwholesale customers represent arelatively small portion of Northern Indianassales,
Northern Indiana will continueits effortsto retain and add customers by offering competitive rates. Competitive forces have also begun to
influenceretail pricing inthe industry. In someinstances, industrial customers, threatening to pursue cogeneration, self-generation, retail
wheeling or relocation to other service territories, have obtained price concessions from utilities.

Operating in a competitive environment will place added pressures on utility profit marginsand credit quality. Increasing competition in the
electric utility industry hasalready led the credit rating agencies to apply more stringent guidelinesin making credit rating determinations.
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Industries management has taken stepsto make the company more competitive and profitable in the changing utility environment, including
partnering on energy projects withmajor industrial customers and conversions of some of its generating units to allow use of lower cost low
sulfur coal.
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FERC Order No. 636, effectivein late 1993, shifted primary responsibility for gas acquisition, transportation and peak days' supply from
pipelines to local gasdistribution companies, such as the Utilities. Although pipelines continueto transport gas, they no longer provide sales
service. The Utilities believe they have taken appropriate stepsto ensure the continued acquisition of adequate gas supplies at reasonable
prices.

The mix of gasrevenues from retail sales, interruptible retail sales, firm transportation service and interruptible transportation services has
changed significantly over thepast severa years. The deregulation of the gas industry, since the mid-1980s, allows large industrial and
commercial customers to purchase their gas supplies directly from producers and use the Utilities facilitiesto transport the gas. Transportation
customers pay the Utilities only for transporting their gas from the pipeline to the customers' premises.

Northern Indiana filed an Alternative Regulatory Plan (ARP) with the Commission on November 29, 1995. The purpose of the ARPIis to create
abusiness and regulatory environment and structure which will permit increased choicefor gas customers, competition among suppliers and
improved natural gasservice. Inits petition, Northern Indiana stated it would propose to implement new rates and servicesthat would include,
but not be limited to, further unbundling of servicesfor additional customer classes whichwould include increased customer choice for sources
of natural gas supply, negotiated services and prices, and incentive gas storage cost mechanisms.

To date, the Utilities system has not been materially affected by competition, and management does not foresee substantial adverse effectsin
the near future, unlessthe current regulatory structure is substantially altered. The Utilitiesbelieve the steps they are taking to deal with
increased competition will have significant, positive effects in the next few years.

(Selected Statistical Charts)

(Capitalization Ratios Chart)

COVWON PREFERRED AND
LONG TERM SHARE PREFERENCE

YEAR DEBT EQUI TY STCCK TOTAL

1986 55. 3% 33. 6% 11. 1% 100. 0%
1987 52. 7% 36. 1% 11. 2% 100. 0%
1988 52. 0% 41. 0% 7. 0% 100. 0%
1989 52. 3% 40. 8% 6. 9% 100. 0%
1990 49. 2% 42. 6% 8. 2% 100. 0%
1991 47. 1% 44. 6% 8. 3% 100. 0%
1992 46. 0% 45. 1% 8. 9% 100. 0%
1993 47. 9% 44. 0% 8. 1% 100. 0%
1994 47. 7% 44. 7% 7.6% 100. 0%
1995 47. 4% 45. 3% 7.3% 100. 0%

Cost of Fuel for Electric Generation Chart
(Mills per Kwh)
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YEAR (M LLS PER

KWH)

1986 23.92
1987 21.02
1988 19. 09
1989 18.01
1990 18. 13
1991 17. 86
1992 16. 82
1993 16. 65
1994 16. 85
1995 15. 89

Cost of Gas Purchased for Resale Chart
(Dallars per dekatherm)

DOLLARS

YEAR PER
DEKATHERM

1986 3.20
1987 2.94
1988 3.03
1989 3.21
1990 3.40
1991 3.16
1992 3.31
1993 3. 27
1994 3.03
1995 3.00
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CONSOLIDATED STATEMENT OF INCOME

Year Ended Decenber 31,

Oper ati ng Revenues:
GBS, i

Electric...... ... ... e

Cost of Energy:
GAS COSES. ..o
Fuel for electric generation..................
Power purchased............. ... .. .. ..

Operating Margin.......... ...

Oper ati ng Expenses and Taxes (except incone):
Qperation. ... e
Mai ntenance. . ....... ...
Depreciation and anortization.................
Taxes (except inNCome).......... ...,

Qperating Income Before Uility Incone Taxes...
Utility Income Taxes. . .......ouiiiinnnnna.
Qperating INCOMe. ... ... i

Q her Incone (Deductions).......................

Interest and O her Charges:

Interest on long-termdebt....................

Qher interest............ ...

Al Il owance for borrowed funds used during
construction and carrying charges...........

Anortization of prem um reacquisition
prenmi um discount and expense on debt,

Di vidend requirenments on preferred stocks of
subsidiary. ... ... . .

Net
Di vidend requirements on preferred shares.......
Bal ance avail able for conmon sharehol ders.......

Average common shares outstanding...............
Ear ni ngs per average common share...............

Di vi dends decl ared per comon share.............

The accompanying notes to consolidated financial statements arean integral part of this statement.

EGAF

— Faalfdalia

2002.

net. .

(Dol lars in thousands)

$ 691,402
1, 030, 923

82, 655
12,781

(3, 678)
4, 402

$2.72

EDGAR Onl i ne,

I nc.

$

681, 909
994, 492

(4, 374)
3, 897

$2. 48

$ 714,229
963, 643

82,121
9, 238

(1, 447)
3,582

$2.31
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CONSCLI DATED BALANCE SHEET

Decenber 31, 1995
ASSETS
Uility Plant, at original cost (including construction work
in progress of $145,129 and $221, 830, respectively):
IS o o2 $3, 935, 103
GBS . .« v 1, 301, 687
COMTTDN. .t e e 350, 168
5, 586, 958
Less--Accurul ated provision for depreciation and anortization............ 2,373,694
Total utility plant. ... ... 3,213, 264
O her Property and | nvestnents:
Q her property, at cost, |ess accunul ated provision for depreciation....... 136, 006
Invest ments, at equity. . ... ... 47, 565
INvest MBNES, At COSt. ... ... . e 22,899
O her I NVESE BN S. . . . e e 17, 315
Total other property and investments. .. ... ... ... 223,785
Current Assets:
Cash and cash equival ents. ........ . . 28, 496
Accounts receivable, |ess reserve of $7,264 and $4, 899, respectively....... 120, 404
Fuel adjustment ClausSe. .. ... ... .. e e e 10, 301
Gas cost adjustment clause. . ... ... ... 1, 423
Materials and supplies, at average COSt...... ...ttt 65, 044
El ectric production fuel, at average COSt......... ... ... 14, 258
Natural gas in Storage. ... ... ... e 60, 884
Prepayments and ot her. ... ... ... 15,771
Total cuUrrent asSSet S. ... ... .. e 316, 581
O her Assets
Regul at Ory asSSet S. ... it e 212,491
Deferred charges and other non-current assets.................ciiiiiinn .. 33, 399
Total Other aSSelS. .. ... 245, 890

The accompanying notes to consolidated financial statements arean integral part of this statement.
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(Dol lars in thousands)

$3, 999, 520

$3, 858, 118
1, 258, 801
316, 120

5, 433, 039
2,202,082

126, 632
27,023
11, 322
13, 328

195, 449
15, 449

$3, 947, 138
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CONSCLI DATED BALANCE SHEET

Decenber 31,

CAPI TALI ZATI ON AND LI ABI LI TI ES

Capitalization (see page 40):
Common sharehol ders' equity (see page 43)................
Preferred stocks--
Nort hern | ndi ana Public Service Conpany:
Series without nandatory redenption provisions.......
Series with mandatory redenption provisions..........
NI PSCO | ndustries, Inc.:
Series with mandatory redenption provisions..........
Long-term debt, excluding anmounts due within one year....
Total capitalization......... ... ... ... ... . .. . ...
Current Liabilities:
ol igations due within one year--
Nort hern | ndi ana Public Service Conpany:
Commercial paper........... .
First Mortgage Bonds--

Series N, 4-5/8% due May 15, 1995..................
Medi um+t er m not es- -
| ssued at interest rates of 6.14% and

6.19% with a wei ghted average interest
rate of 6.17% and maturities of July 25,
1996 and July 26, 1996........... ... ..
Not es payabl e- -
I ssued at interest rates between 5.91% and
6. 15% with a wei ghted average interest
rate of 5.99% and various maturities between
January 2, 1996 and February 9, 1996..............
NI PSCO Capital Markets, Inc.:
Commercial paper........ ...
Not es payabl e--5.98% -due January 19, 1996...........
Medi um t erm not es--9. 95% - due June 10, 1996..........

Lake Erie Land Conpany:
Notes payable.. ... ... .. . . .
El m Energy and Recycling (UK), Ltd.:
Termloan facility....... ... ... . . . . .
Standby loan facility.......... ... ... .. .. . . . . . . . ...
NDC Dougl as Properties, :
Notes payable....... ... . .. . .

QG her current liabilities--
Accounts payable........ ... .. .. .. ...
Sinking funds due within one year....................
Di vi dends decl ared on conmon and preferred stocks....
Custonmer depoSits. .. ...
Taxes acCrued. .. ... ...
Interest accrued. ........ ...
Accrued enployment COStS........... ...,
QL her . . e

Total current liabilities........... ... .. .. . ... . . ...

O her:
Deferred inCOmMe taxes. . ....... i
Deferred investnment tax credits, being anortized

over life of related prop~rt
Deferred credits.......... susnre oo SO irssm . 2002. . . EDGAR.Onl i ne,

’

(Dol lars in thousands)

$1, 122, 215
81, 325
63, 651

35, 000
1,175,728

80, 000

118, 800
76, 700

17, 400
7, 500

I nc. 45,126

Accrued liability for postretirement benefits..........
Regul atory income tax liability........................
O her noncurrent liabilities.......... ... ... ... ... .....

$1, 107, 848
86, 389
66, 057

35, 000
1,180, 338

156, 500

22,436

92, 700

49, 600
12, 700
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CONSOLIDATED STATEMENT OF CAPITALIZATION

(Dol l'ars in thousands)

Common sharehol ders' equity (see page 43). ... .. $1, 122, 215
Preferred Stocks, which are redeemabl e solely at
option of issuer:
Northern | ndiana Public Service Conpany--
Cunul ative preferred stock--$100 par val ue--
4-1/ 4% series--209, 190 and 211, 266

shares outstanding, respectively.......... . ... ... .. ..... 20,919
4-1/ 2% series--79,996 shares outstanding..................... 8, 000
4.22%seri es--106, 198 and 106, 200

shares outstanding, respectively.......... ... .............. 10, 620
4.88%series--100,000 shares outstanding..................... 10, 000
7.44%series--41,890 and 41, 900

shares outstanding, respectively........................... 4,189
7.50%series--34,842 shares outstanding...................... 3,484
Premiumon preferred stock.......... ... .. . .. 254

Cumul ative preferred stock--no par val ue--
Adj ustabl e Rate (6.00% at Decenber 31, 1995)--
Series A (stated value--$50 per share), 477,185
and 574, 285 shares outstanding, respectively............... 23, 859

Redeemabl e Preferred Stocks, subject to nandatory redenption
requi renents or whose redenption is outside the control of issuer:
Northern | ndiana Public Service Conpany--
Curnrul ative preferred stock--$100 par val ue--
8. 85% series--87,500 and 100, 000 shares

outstanding, respectively...... ... ... .. i 8, 750
7-3/ 4% series--50,014 and 55,568 shares
outstanding, respectively..... ... . ... 5,001
8. 35% series--69,000 and 75,000 shares
outstandi ng, respectively....... ... ... . . 6, 900
Cunul ative preferred stock--no par val ue--
6. 50% seri es--430,000 shares outstanding................... 43, 000
63, 651

NI PSCO | ndustries, Inc.--
Curnrul ative preferred shares--w thout par val ue--
8. 75% series (stated val ue--$100 per share),

350,000 shares outstanding............. ... 35, 000
Long-term debt (S€e page 4l) .. ... . e 1,175,728
Total capitalization......... ... ... .. $2, 477,919

45. 3%

2.6%

1. 4%

47. 4%

100. 0%

$1, 107, 848

21, 127
8, 000

10, 620
10, 000

4,190

3,484
254

$2, 475, 632

44. 7%

3.5%

2. 7%

The accompanying notes to consolidated financia statements arean integral part of this statement.
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CONSOLIDATED STATEMENT OF LONG-TERM DEBT

First nortgage bonds--
Series O 6-3/8%due Septenber 1, 1997.... ... ... ...

Series P, 6-7/8%due Cctober 1, 1998. ... ... .. . ..
Series T, 7-1/2%due April 1, 2002. ... ... .
Series U, 8-1/8%due July 15, 2003.. ... .. . ...
Series Z, 8-1/8% due August 15, 2007... ... ...
Series NN, 7.10%due July 1, 2017, ... . .. e

Tt Al o oo

Pol lution control notes and bonds- -

Series A note--City of Mchigan Gty--5.70% due Cctober 1, 2003...............
Series 1988 bonds--Jasper County--Series A Band C

3. 70% wei ght ed average at Decenber 31, 1995, due Novenber 1, 2016..........
Series 1988 bonds--Jasper County--Series D

3.76% wei ght ed average at Decenber 31, 1995, due Novenber 1, 2007...........
Series 1994 Bonds--Jasper County--Series A

5.90% at Decenber 31, 1995, due August 1, 2010........... it
Series 1994 bonds--Jasper County--Series B

5.90% at Decenber 31, 1995, due June 1, 2013........ .. ... i,
Series 1994 bonds--Jasper County--Series C

5.90% at Decenber 31, 1995, due April 1, 2019......... . ... i

Medi um t er m not es- -
I ssued at interest rates between 5.83% and 7.64% with a wei ghted average
interest rate of 6.82%and various maturities between July 25, 1997
and January 19, 2024, . . .. ...

Unanortized premium and discount on long-termdebt, net.........................
Total long-term debt of Northern |ndiana Public Service Conpany.........

NI PSCO Capi tal Markets, Inc.:
Medi umterm note--9.95%-due June 10, 1996.......... ...t
Unanortized di SCOUNt. ... ... . e e e e e e e e
Zero Coupon Notes--7.57% $72,500 at naturity, due December 1, 1997...........

Total long-term debt of NI PSCO Capital Markets, Inc.....................

NI PSCO Devel opnent Conpany, Inc.:
Lake Erie Land Conpany--Notes Payabl e--
Interest rates between 8.00% and 8.50% with a wei ghted average
interest rate of 8.39% and various maturities between My 23, 1997
and June 30, 1998. . .. . ...

El m Energy and Recycling (UK), Ltd. Term Loan Facility--
Wi ghted average interest rate of 8.21% at Decenmber 31, 1995,
due Decenber 31, 2004. . . ... .
Met al s Technol ogy Cor porati on--Notes Payabl e- -
Mort gage note, 9.00% -due Septenber 25, 2005........ ... . ...
NDC Dougl as Properties, Inc.--Notes Payable--
Interest rates of 6.72% and 7.94% with a wei ghted average interest rate of
7.72%and maturities through January 1, 2006................. ...

Total |ong-term debt of N PSCO Devel opment Conpany, Inc.................

Total long-term debt, excluding amounts due in one year.................

The accompanying notes to consolidated financial statements arean integral part of this statement.
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$ 25, 747

20, 000
130, 000
24,000
10, 000
18, 000

$ 25,747
14, 509
40, 543
55, 239
39, 569
55, 000

20, 750
130, 000
24,000
10, 000
18, 000

3,155

34, 606

$1, 180, 338




CONSOLIDATED STATEMENT OF CASH FLOWS

Adj

Year Ended Decenber 31,

Net 1 NCOMB. ...
ustnents to reconcile net incone to net cash:
Depreciation and anmortization................iiiiiinnnn ..
Deferred federal and state operating incone taxes, net.........
Deferred investment tax credits, net...........................
Change in certain assets and liabilities*--
Accounts receivable, net........ ... ... ... ... i
Electric production fuel......... . ... ... . . . . . . . . ..
Materials and supplies. ... ... ...
Natural gas in storage........... ...,
Accounts payable. . ... ... .. ...
TaXeS ACCIUBH. . . oottt ettt e
Fuel adjustment clause......... ... . ... . . . i
Gas cost adjustnment clause.............. i
Accrued enployment COStS............ ...
O her, Net. ... e

Net cash provided by operating activities................

Cash flows provided by (used in) investing activities:

Utility construction expenditures........... . ...
Acqui sition and construction expenditures related to
Crossroads Pipeline Company. ...........ouiiiiiiinnnneennn..
Purchase of Northern |ndiana Fuel and Light Conpany, Inc.,
net of cash acquired........ ... ... . . .. ..
Return of capital fromequity investments......................
QL her, Net. . ...

Net cash used in investing activities....................

Cash flows provided by (used in) financing activities:

Net

I ssuance of long-termdebt........ ... .. . . . . . . . . ...
I ssuance of short-termdebt........ ... .. ... . . . . . . . . ... ..
Net change in commercial paper........... ... . . ...
Retirement of long-termdebt...... ... ... .. ... ... . . . .. . . . . .. ...
Retirement of short-termdebt.......... ... . ... .. . ... . ... .. ...
Retirement of preferred stock.............. ... ... . ... . ..
I ssuance of common shares. ... ........ .. ...
Acquisition of treasury shares............. ... ... ...
Cash dividends paid on commbn shares...........................
Cash dividends paid on preferred shares........................
O her, Net. ..

Net cash used in financing activities........................

i ncrease (decrease) in cash and cash equivalents..............

Cash and cash equival ents at beginning of period..................

Cash and cash equivalents at end of period........................

*Net of effectsfrom purchase of Northern Indiana Fuel and Light Company, Inc.

The accompanying notes to consolidated financial statements arean integral part of this statement.
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$ 175, 465

201, 137
(2, 681)
(7, 515)

(34, 105)
4,089
386

16, 910
(7, 021)
(9, 202)
(8, 687)
24, 549
2, 884
35, 283

(189, 754)
(3, 212)

(51, 749)

179, 555
1, 290, 973
(84, 600)
(122, 105)
(1, 252, 250)
(7, 095)

7, 389

(69, 183)
(99, 043)
(3, 063)

700

40, 441

$ 163, 987

194, 283
(11, 488)
(6, 499)

28, 830
3,186
723

(200, 586)
(1, 959)

8, 000
(19, 567)

222,575
1,020, 777
131, 205
(218, 572)
(1, 090, 390)
(10, 195)

2, 060

(58, 717)
(93, 578)
(3,063)
(81)

EDGAR Online, Inc.

$ 156, 140

187, 000
2,122
(7, 446)

(12, 255)
20, 412
7,344
(24, 685)
23, 507
541

(2, 105)
10, 641
10, 256
1, 206

(180, 852)
(24, 361)

(30, 137)
32, 435
(53, 061)

468, 269
1, 254, 507
(1, 605)
(377, 069)
(1,388, 208)
(2, 170)

36, 364
(40, 730)
(88, 214)
(3, 063)

41, 357



CONSOLIDATED STATEMENT OF COMMON SHAREHOLDERS EQUITY

Dol l ars in Thousands

Addi ti onal
Common  Paid-In
Shares Capital

Ret ai ned Treasury
Ear ni ngs Shar es

Currency
Transl ation
Adj ust ment Ot her

Shar es
Conmmon Treasury
Shar es Shar es

Tot al
Bal ance, January 1, 1993............. $1, 034, 530
Net income........................... 156, 140
Di vi dends:
Preferred shares................... (3,063)
Common shares.................. .. (89, 384)
Treasury shares acquired (40, 730)
| ssued:
Enpl oyee stock purchase plan....... 433
Long-termincentive plan........... 5, 666
NIFL acquisition................... 30, 172
Anortization of unearned
conpensation. ............ouuuiuna... 1, 443
Qher. ... . (535)
Bal ance, Decenber 31, 1993........... $1, 094, 672
Net income........................... 163, 987
Di vi dends:
Preferred shares................... (3,063)
Common shares...................... (94, 803)
Treasury shares acquired............. (58, 717)
| ssued:
Enpl oyee stock purchase plan....... 598
Long-termincentive plan........... 1, 449
Anortization of unearned
conpensation. ..............ouuuuu... 727
QL her. ... 2,998
Bal ance, Decenber 31, 1994........... $1, 107, 848
Net income........... ..., 175, 465
Di vi dends:
Preferred shares................... (3,063)
Common shares...................... (100, 232)
Treasury shares acquired............. (69, 183)
| ssued:
Enpl oyee stock purchase plan....... 604
Long-termincentive plan........... 6, 785
Unrealized gain on avail able
for sale securities................ 1,669
Anortization of unearned
conpensation................ ... 2,413
QL her. .. (91)
Bal ance, Decenber 31, 1995........... $1, 122, 215

$870, 930 $20,775 $ 317,195

138
63
6, 655

$(168, 990) $(2, 346) $(3, 034)

156, 140
(3, 063)
(89, 384)
(40, 730)
295
5, 696 (93)
23,517

163, 987
(3, 063)
(94, 803)
(58, 717)
305
1,431 (13)
727
(81) 1,377

301
1, 656

175, 465
(3, 063)
(100, 232)
(69, 183)
303
12, 850 (7,721)
1, 669
2, 413
(261) (426)

$870,930 $32,210 $ 518,837 $(293,223) $(1,930) $(4, 609)

73,892,109 (8, 133, 759)

(1,325, 085)
18, 561

264, 150
1,112, 862

(2,002, 586)

19, 248
59, 889

(2, 057, 665)

19, 022
512, 850

73,892,109 (11,512,513)
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
HOLDING COMPANY STRUCTURE

NIPSCO Industries, Inc. (Industries) isan Indiana corporation serving as the holding company for a number of subsidiaries, including four
regulated companies: Northern Indiana Public Service Company (Northern Indiana), Kokomo Gas and Fuel Company (Kokomo Gas), Northern
Indiana Fuel and Light Company, Inc. (NIFL) and Crossroads Pipeline Company (Crossroads). Northern Indianais a public utility operating
company supplying natural gas and electric energy to the public. Kokomo Gas and NIFL are public utility operating companies supplying
natural gas to the public, and Crossroadsis aninterstate natural gas transmission company.

Industries major non-utility subsidiaries include NIPSCO Development Company, Inc. (Development), NIPSCO Energy Services, Inc.
(Services), Primary Energy, Inc. (Primary) and NIPSCO Capital Markets, Inc. (Capital Markets).

Development makes variousinvestments, includingreal estate and venture capital investments. Services coordinates the energy-related
diversification ventures of Industries. Primary arranges energy-related projects with large industrial customers. Capital Markets handles
financing for Industries and itssubsidiaries other than Northern Indiana.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
BASISOF PRESENTATION

The consolidated financial statements includethe accounts of Industries, its regulated subsidiaries Northern Indiana, Kokomo Gas, NIFL and
Crossroads (Utilities), and all non-utility subsidiaries. Investmentsfor which Industries hasat least a 20% interest and certain joint ventures are
accounted for under the equity method of accounting. Investmentswith lessthan a 20%interest are accounted for under the cost method of
accounting. The operating results of the non-utility subsidiaries are included under the caption "Other Income (Deductions)” inthe
Consolidated Statement of Income. Interest on long-term debt, other interest, and amortization of debt discount and expense arereflected as a
component of "Interest and Other Charges." All significant intercompany items have been eliminated in consolidation.

The preparation of financial statementsin conformity with generally accepted accounting principles regquires management to make estimates
and assumptionsthat affect the reported amounts of assets and liabilities at the date of thefinancia statements and the reported amounts of
revenues and expenses during the reporting period. Actua results could differ from those estimates. Certain reclassifications were made to
conform the prior years financia statementsto the current presentation.

OPERATING REVENUES
Revenues are recorded based on estimated service rendered but are billed to customersmonthly on a cyclebasis.
DEPRECIATION AND MAINTENANCE

Northern Indiana provides depreciation on a straight-line method over the remaining service lives of theelectric, gasand common properties.
The provisions as a percentage of the cost of depreciable utility plant were approximately 4.1% for year 1995, and 4.0% for years 1994 and
1993. The depreciation rates for electric and gas properties were 3.55% and 4.92%, respectively.

Kokomo Gas provides depreciation on theoriginal cost of utility plant in service using straight-line rates that averaged approximately 3.0% for
the years 1995, 1994 and 1993.

NIFL provides depreciation on the original cost of utility plant in service using straight-line rates that averaged approximately 2.75% for the
years 1995, 1994 and 1993.

Crossroads provides depreciation on the original cost of utility plant in service using straight-line rates that averaged approximately 2.5% for
the years 1995 and 1994.

The Utilities follow the practice of charging maintenance and repairs, including the cost of renewal's of minor items of property, to maintenance
expense accounts, except for repairs of transportation and service equipment which are charged to clearing accounts and redistributed to
operating expense and other accounts. When property which represents a retirement unitis replaced or removed, the cost of such property is
credited to utility plant, and such cost, together with the cost of removal less salvage, is charged to the accumulated provision for depreciation.

PLANT ACQUISITION ADJUSTMENTS

Industries cost in excess of the underlying book values of the acquired NIFL and Kokomo Gas subsidiaries have been recorded asplant
acquisition adjustments, which are being amortized over 40-year periods from their respective dates of acquisition.
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COAL RESERVES

Northern Indiana has along-term mining contract to mineits coa reserves through theyear 2001. The costs of these reserves are being
recovered through the rate making process as such coal reserves are used to produce electricity.

OIL AND NATURAL GASACCOUNTING

NIPSCO Fuel Company, Inc., awholly-owned subsidiary of Services, usesthe full- cost method of accounting for its oil and natural gas
production activities. Under this method all costsincurred in the acquisition, exploration and development of oil and natural gasproperties are
capitalized and amortized on the units-of-production basis.

POWER PURCHASED

Power purchases and net interchange power with other electric utilities under interconnection agreementsare included in Cost of Energy under
the caption "Power purchased."

44

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
Continued
ACCOUNTSRECEIVABLE

At December 31, 1995, Northern Indiana had sold $100 million of itsaccounts receivable under a sales agreement which expires May 31, 1997.
STATEMENT OF CASH FLOWS

For the purposes of the Consolidated Statement of Cash Flows, Industries considers temporary cash investments with an original maturity of
three months or lessto be cash equivalents.

Cash paid during the periods reported for income taxes and interest was as follows:

1995 1994 1993

(Dol lars in thousands)
INCOMB taxes. .. ... ... $117,940 $121,485 $93, 155
Interest, net of anpbunts capitalized.... $ 89,321 $ 82,738 $88, 353

FUEL ADJUSTMENT CLAUSE

All metered electric rates contain a provision for adjustment in charges for electric energy to reflect increases and decreasesin thecost of fuel
and the fuel cost of purchased power through operation of afuel adjustment clause. As prescribed by order of the Indiana Utility Regulatory
Commission (Commission) applicable to metered retail rates, the adjustment factor has been calculated based on the estimated cost of fuel and
the fuel cost of purchased power in a future three-month period. If two statutory requirements relatingto expense and return levels are satisfied,
any under or overrecovery caused by variances between estimated and actual cost in a given three-month period will be included in afuture
filing. Northern Indianarecords any under or overrecovery as a current asset or current liability until suchtime asit isbilled or refunded toits
customers. The fuel adjustment factor is subject to a quarterly hearing by the Commission and remains in effect for a three-month period.

GAS COST ADJUSTMENT CLAUSE

All metered gasrates contain an adjustment factor which reflectsthe cost of purchased gas, contracted gasstorage and storage transportation
charges. The Utilities record any under or overrecovery as a current asset or current liability until suchtime asit isbilled or refunded to their
customers. The gas cost adjustment factor for Northern Indianais subject to a quarterly hearing by the Commission and remains in effect for a
three-month period. The gascost adjustment factors for Kokomo Gas and NIFL are subject to semi-annual hearings by the Commission and
remain in effect for a six-month period. If the statutory requirement relating to thelevel of returnis satisfied, any under or overrecovery caused
by variances between estimated and actual cost in a given three or six month period will be includedin afuture filing. See Rate Matters
(Take-or-Pay Pipeline Gas Costs) and (FERC Order No. 636) for a discussion of take-or-pay charges and gas transition cost charges.

NATURAL GASIN STORAGE

Northern Indiana's natura gas in storage is valued usingthe last-in, first-out (LIFO) inventory methodology. Based on the average cost of gas
purchased in December, 1995, and 1994, the estimated replacement cost of gas in storage (current and non-current) at December 31, 1995, and
1994, exceeded the stated LIFO cost by approximately $30 million and $38 million, respectively. Certain other subsidiaries of Industries have
natural gas in storage valued at average cost.

HEDGING ACTIVITIES
Industries non-regulated gas subsidiaries use commodity futurescontracts to hedge theimpact of natural gas price fluctuationsrelated to its
business activities. Gains and losses on futures contracts are deferred and recognized in incomeas an adjustment to purchased gas cost,

concurrent with the related physical volumes.

REGULATORY ASSETS
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The Utilities operations are subject to the regulation of the Commission andthe Federal Energy Regulatory Commission (FERC). Accordingly,
the Utilities accounting policies are subject to the provisions of Statement of Financial Accounting Standards (SFAS) No. 71 "Accounting for
the Effectsof Certain Types of Regulation." The regulatory assetsbelow represent probable future revenue to the Utilities associated with
certain incurred costs as thesecosts are recovered through the rate making process. Regulatory assetswere comprised of thefollowing items,
and were reflected in the Consolidated Balance Sheet as follows:

Decenber 31, Decenber 31,
1995 1994

(Dol lars in thousands)
Unanortized reacquisition
premi um on debt
(See Long-Term Debt note)..................... $ 53,776 $ 54, 265
Unanortized R M Schahfer Unit 17
and Unit 18 carrying charges and

deferred depreciation (See below) ............. 74,981 79, 198
Bailly scrubber carrying charges and
deferred depreciation (See below)............. 11, 517 7, 864

Deferral of SFAS No. 106 expense

not recovered (See Postretirenent

Benefits note)....... ... ... .. . i 64, 834 43,939
FERC Order No. 636 transition costs

(See Rate Matters--FERC Order

No. 636 NOtE). . ... ..ot 25, 038 56, 153
230, 146 241,419

Less: Current portion of regulatory assets..... N 17 655 N 45 970
$212, 491 $195, 449

In March, 1995, the Financial Accounting Standards Board issued SFAS No. 121, "Accounting for the Impairment of Long-Lived Assets and
for Long-Lived Assetsto Be Disposed Of." This statement imposes stricter criteriafor retention of regulatory assets by requiring that such
assets be probable of future recovery at each balance sheet date. The Utilitieswill adopt this standard on January 1, 1996, and adoption will not
have a material impact onits financial position or results of operations based on the current regulatory structure in whichthe Utilities operate.

CARRYING CHARGES AND DEFERRED DEPRECIATION
Upon completion of R. M. Schahfer Units 17 and 18, Northern Indiana capitalized the carrying charges and deferred depreciation
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
Continued

in accordance with orders of the Commission until thecost of each unit was alowed in rates. Such carrying charges and deferred depreciation
are being amortized over the remaining life of each unit.

Northern Indiana began capitalizing carrying charges and deferring depreciation and certain operating expensesrelating to its scrubber service
agreement upon completion of the flue gasdesulfurization plant in June, 1992, at Northern IndianasBailly Generating Station in accordance
with an order of the Commission. Pursuant to such order, capitalization of carrying charges and deferral of depreciation and certain operating
expenses ceased on December 31, 1995. The accumulated balance of the deferred costs and related carrying charges will be amortized over the
remaining life of the scrubber service agreement.

ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION

Allowancefor fundsused during construction (AFUDC) is charged to construction work in progress during the period of construction and
represents the net cost of borrowed funds used for construction purposes and a reasonable rate upon other (equity) funds. Under established
regulatory rate practices, after the construction project is placed in service, Northern Indiana is permitted to include in therates charged for
utility services (a) afair return on and (b) depreciation of such AFUDC includedin plant in service.

At January 1, 1993, a pretax rate of 3.7% for all construction was being used; effective January 1, 1994, therate increased to 5.0% and effective
January 1, 1995, therate increased to 6.0%.

FOREIGN CURRENCY TRANSLATION

Tranglation gainsor losses are based upon the end-of-period exchange rate and are recorded as a separate component of shareholders' equity.

INVESTMENTSIN REAL ESTATE

Development has invested in a series of affordable housing projects in the Utilities service territory. These investmentsinclude certain tax
benefits, including low-income housing tax credits and tax deductions for operating losses of the housing projects. Devel opment accounts for
these investments using the equity method. Investments, at equity, include $21.9 million and $12.8 million relating to affordable housing
projects at December 31, 1995, and December 31, 1994, respectively.

INCOME TAXES

Deferred income taxes arerecognized ascosts in the rate making process by the commissions having jurisdiction over the rates charged by the
Utilities. Deferred income taxes areprovided asaresult of provisionsin theincome tax law that either require or permit certainitemsto be
reported on the income tax return in a different period than they are reported in the financial statements. These taxes are reversed by a debit or
credit to deferred incometax expense as the temporary differences reverse. Investment tax credits have been deferred and are being amortized
to income over the life of the related property.

PENDING TAX MATTER

On August 1, 1991, thelnternal Revenue Service (IRS) issued a notice of deficiency for Northern Indiana's taxes for the years 1982 through
1985 ($3,785,250 per year plusinterest) relating to interest paymentson $70 million of 17-1/4% Notes issued in 1981 by Northern Indiana's
former foreign subsidiary, Northern Indiana Public Service Finance N.V. (Finance). The IRS believes that interest paid on the Notes should
have been subject to United States tax withholding. The Notes wereredeemed in 1985 and Finance was subsequently liquidated. On October
25, 1991, Northern Indiana challenged the assessment in the United States Tax Court (Tax Court) andthe matter was triedin 1994. On
November 6, 1995, the Tax Court ruled in favor of Northern Indiana, finding that theinterest paid on the Notes wasnot subject to United States
tax withholding. While it is uncertain whether the IRS will appeal the Tax Court'sdecision, Northern Indiana's management and general counsel
believe the ruling of the Tax Court will prevail.

ELM ENERGY AND RECYCLING (UK) LTD.

Development, awholly-owned subsidiary of Industries, is a 95% shareholder in EIm Energy and Recycling (UK) Ltd. (EIm), which ownsand
operates atire-fueled electric generating plant in Wolverhampton, England (Project), that began operating in late 1993. In 1992, EIm entered
into a contract with TBV Power Limited (TBV), a company jointly owned by affiliates of the Tarmac PLC Group and Black & Veatch, for the
design, construction and commissioning of the Project. Pursuant to that contract and other agreementsbetween EIm and TBV, TBV committed
to complete certain work and pass certain performance and reliability tests for the Project nolater than June 30, 1995, whichwould have
allowed the independent Project engineer to issue an Acceptance and Completion Certificate by that date.
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On July 3, 1995, the Project engineer notified TBV that an Acceptance and Completion Certificate had not been issued as of June 30, 1995.
Elm then notified TBV that it was rejecting the Project in accordance with the terms of the contract between it and TBV. Asaresult, on July 3,
1995, Barclays Bank, as agent for the banks which had provided financing for the Project, issued a noticeof an event of default to EIm. On July
4, 1995, the Project engineer notified TBV that, in accordance with the contract between Elm and TBV, all monies previoudly paid by EImto
TBV ((Pounds)29.6 million) wereto be reimbursed by TBV to EIm. The certificate issued by the Project engineer was adjudicated under a
procedure provided in the construction contract, and the adjudicator confirmed thefull (Pounds)29.6 million as owing to EIm. TBV has filed
suit in the English courts to enjoin enforcement of the adjudicator's decision, to challenge again the Project engineer's decision and to allege
breaches of the underlying construction contract by EIm. EIm has counterclaimed andis aggressively pursuing itsremedies.

Elm and Development are also seeking additional remedies at law, in both the United States and the United Kingdom, for further damages
and/or sanctions against TBV and/or Tarmac PLC Group and Black & Veatch. Devel opment believes that these additional remedies, in
conjunction with EIm's rights under the construction

46

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
Continued

contract, will be sufficient to mitigate any losses which EIm and/or Devel opment may otherwise incur as aresult of TBV's failure to complete
the Project in accordance with the contract.

Development believesthat it and EIm have sustainable and adequate remedies under the construction contract such that rejection will not have a
materia adverse effect on Industries. EIm is continuing to operate the plant. The banks which provided thefinancing for the plant are
continuing to support itsoperations, but have the right to ask that the operation of the plant be terminated and the assetssold. In that event,

someor al of Industries investments in EIm may be at risk. Industries’ investmentsin Elm were approximately $18 million at December 31,
1995.

RATE MATTERS
TAKE-OR-PAY PIPELINE GASCOSTS

The FERC has allowed certain interstate pipeline suppliers to pass onto their customers a portion of costs for contracted gas not purchased
(take-or-pay), contract reformation and associated interest charges through direct billing to their customers, including the Utilities.

Northern Indiana records take-or-pay costs asthey are billed by the respective pipeline, and in an order dated September 28, 1988, the
Commission allowed Northern Indianato recover these additional gas costs on a volumetric basis fromall customers, including transport
customers. The Utilities have recovered approximately $196.9 million of take-or-pay costs and interest from their customersthrough December
31, 1995. As of December 31, 1995, an additional $4.5 million was scheduled to be billed to the Utilities and recovered from customers over a
period of one tofour years.

FERC ORDER NO. 636

On April 8, 1992, the FERC issued itsOrder No. 636 which required interstate pipelinesto restructure their services. Under the Order, existing
pipeline sales services have been "unbundled" such that gas supplies are being sold separately from interstate transportation services. The
Utilities interstate pipeline suppliers have filed new tariffs with the FERC to implement Order No. 636, and the Utilities have contracted for a
mix of transportation and storage serviceswhich will allow them to meet the needs of their customers. Customers, such as the Utilities, are
expected to benefit from enhanced access to competitively priced gas supplies, as well asfrom more flexible transportation services. Pipelines
are seeking to recover from their customerscertain transition costs associated with restructuring under the Order No. 636 regulation. Any such
recovery is subject to established review procedures at the FERC. Also, mandated changes in pipeline rate design could increase the cost of
firm transportation service on interstate pipelines. All interstate pipelines are now operating under Order No. 636 regulation.

The Utilities' pipeline suppliers have made certain filings with the FERC to begin collecting their respective transition costs. The Utilities
expect that the total transition costsfrom all suppliers will approximate $139 million. However, the ultimate level of costs will depend on future
events, including the market price of natural gas. Approximately $89 million of such costs have been recorded, a portion of which hasbeen paid
to the pipeline suppliers, subject to refund. On November 2, 1994, the Commission issued an order which approved the recovery of these
FERC-alowed transition costs on a volumetric basis from Northern Indiana's sales and transportation customers (which is consistent with what
the Commission authorized for therecovery of take-or-pay pipeline gas costs). Certain industrial customers appealed the November 2, 1994
order to the Indiana Court of Appeals. The Court granted Northern Indiana's motion to dismiss the appeal for want of subject matter
jurisdiction. Subsequently the transportation customers filed a Petition for Transfer with the Indiana Supreme Court seeking review of the
Indiana Court of Appeals decision. On December 15, 1995, the Indiana Supreme Court denied the Petition for Transfer which terminated the
transportation customers appeal. Regulatory assets, in amounts corresponding to the costs recorded, have been recorded to reflect the ultimate
recovery of these costs.

ENVIRONMENTAL MATTERS

The Utilities have an ongoing program to remain aware of laws and regulations involved with hazardous waste and other environmental matters.
It isthe Utilities' intent to continueto evaluatetheir facilities and properties with respect to these rules and identify any sites that would require
corrective action. The Utilities have recorded a reserve of $5.0 million to cover probable corrective actionsas of December 31, 1995. However,
environmenta regulationsand remediation techniques are subject to future change. Based upon management'sunderstanding of current laws
and regulations, the Utilities believe that any corrective actions required, after consideration of insurance coverages, will not have a significant
impact on the financial position or results of operations of Industries.

Because of major investments made in modern environmental control facilities and the useof low sulfur coal, all of Northern Indiana's electric
production facilities now comply with the sulfur dioxide limitationscontained in theacid deposition provisions of the Clean Air Act
Amendments of 1990 (CAAA). Northern Indiana estimatesthat total costsof compliance withthe CAAA sulfur dioxide regulations will impact
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electric ratesby lessthan 5%in thefuture.

The CAAA contain provisions that could lead to limitations on emissions of nitrogen oxides and hazardous air pollutants, which may require
significant capital expenditures for control of these emissions. Northern Indianais pursing a nitrogen oxide control program to meet future
requirements. Northern Indiana cannot predict the costs of complying with CAAA requirements, but Northern Indiana believes that any such
mandated costs would be recoverable through the rate making process.

The Environmental Protection Agency (EPA) has notified Northern Indianathat it isa"potentially responsible party" (PRP) under the
Comprehensive Environmental Response Compensation and Liability Act (CERCLA) and may be required to share in the cost of cleanup of
several waste disposal sitesidentified by the EPA. The sites are in various stages of investigation, analysis and remediation. At each of the sites,
Northern Indiana is one of several PRPs, and it is expected that remedia costs, as provided under CERCLA, will be shared among them. At
some sites Northern I ndiana and/or
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the other named PRPs are presently working with the EPA to clean up thesites and avoid the imposition of fines or added costs.

The Utilities have instituted a program to investigate former manufactured gas plants where one of them isthe current or former owner. The
Utilities have identified twenty-seven of these sites and made visual inspections of these sites. The Ultilities have conducted initial samplingsat
thirteen sites. Follow-up investigations have been conducted at fivesites and potential remedial measures are being evaluated. The Utilities will
continue their program to assess sites. During the follow-up investigation of the former manufactured gas plant in Elkhart, Indiana, Northern
Indiana noted the presence of hydrocarbons in the Elkhart River. Northern Indianareported this finding to the Indiana Department of
Environmental Management (IDEM) and the EPA. Northern Indiana has placed the Elkhart sitein theIDEM Voluntary Remediation Program
(VRP). The goal of placingthe sitein the VRP isto obtain IDEM approval of the determination and subsequent implementation of what
remedial measures, if any, may be needed.

Northern Indiana was notified by IDEM of the release of a petroleum substance into the St. Mary'sRiver in Fort Wayne, Indiana, from the site
of aformer manufactured gas plant formerly owned by Northern Indiana. In cooperation with IDEM, Northern Indiana hastaken steps to
investigate and contain the substance. Northern Indiana has remediated part of the Fort Wayne site. The remainder of the siteis being evaluated
to determine what further remedial measures, if any, may be needed.

Northern Indiana and Indiana Gas Company, Inc. (Indiana Gas) have entered into an agreement covering cost sharing and management of
investigation and remediation programs at five former manufactured gasplant sites at which both companies or their predecessors wereformer
operators or owners. One of these sitesisthe Lafayette site which Indiana Gas had previoudly notified Northern Indianais being investigated
and remediated pursuant to an administrative order with IDEM. Northern Indiana also notified PSI Energy, Inc. that it was a former owner or
operator of seven former manufactured gas plants at which Northern Indiana had conducted or wasplanning investigation or remediation
activities.

The Utilities have met with various companies that provided insurance coverage which the Utilities believe covers costsrelated to actions taken
at former manufactured gas plants. In September 1995, certain insurance companies initiated a suit in Indiana state court against Northern
Indianato deny coverage. Later in September 1995, Northern Indianafiled a more comprehensive suit in Federal Court in Indianaagainst those
insurers and severa other insurance companies, seeking coverage for costs associated with several former manufactured gas plant sites. The
state court action is stayed pending resolution of the Northern Indiana suitin Federal Court.

The possibility that exposure to electric and magnetic fields emanating from power lines, household appliances and other electric sources may
result in adverse health effects has been the subject of public, governmental and media attention. A considerable amount of scientific research
has been conducted on this topic without definitive results. Research is continuing to resolve scientific uncertainties.

INCOME TAXES

Effective January 1, 1993, Industries adopted SFAS No. 109, "Accounting for Income Taxes," which requiresthe use of theliability method of
accounting for income taxes. Under theliability method, deferred income taxes are recognized, at currently enacted income tax rates, to reflect
the tax effect of temporary differences between thefinancial statement and tax bases of assets and liabilities.

To implement SFAS No. 109, certain adjustments weremade to deferred income taxes. To the extent suchincome taxes arerecoverable or
payable through future rates, regulatory assets and liabilities have been recorded in the Consolidated Balance Sheet. These adjustments include
the amounts reflecting the Ultilities' obligation to credit to ratepayers deferred income taxes provided at rates higher than the current federal tax
rate which are currently being credited to ratepayers using the average rate assumption method required by the Tax Reform Act of 1986 and the
Commission. The Consolidated Balance Sheet at December 31, 1995 and 1994 reflects a net regulatory incometax liability of $9.8 million and
$18.6 million, respectively. The net regulatory incometax liability is derived from regulatory assetsprimarily attributable to undepreciated
AFUDC-equity and the cumulative net amount of other income tax timing differencesfor which deferred taxes had not been provided in the
past, when regulators did not recognize such taxesas costs in therate making process, and regulatory liabilities primarily attributable to
deferred taxes provided at ratesin excess of the current statutory rate, as discussed above, and unamortized deferred investment tax credits.

48

peres e SO irsssn 2002, EDGAR Online. I nc.




NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
Continued

The components of the net deferred incometax liability at December 31, 1995, and 1994, areas follows:

(Dol lars in thousands)

Deferred tax liabilities--

Accel erated depreciation and other property differences............... $ 706, 715 $ 691, 319
AFUDG: BQUI LY. ottt et e e e e e e e e 40, 083 42, 447
Adj ust ment Cl aUuSesS. . . .. 4,613 10, 596
Take-0r-pay gas COSE S. . .. u vttt 1, 550 2,045
O her regul atory asSet S. .. ...t 28, 930 22,125
Reacquisition premiumon debt....... ... . . . .. . 20, 397 20, 580
Deferred tax assets--
Deferred investment tax credits........... . i (43, 854) (46, 703)
RemDVal COSE S. ..o (118, 064) (105, 671)
FERC Order No. 636 transition COStS........ ... .. (4, 400) (5, 461)
O her postretirenent/postenpl oynent benefits.......................... (32,512) (22,712)
Regul atory income tax liability....... ... .. . . . . . . . (3,734) (7,054)
O her, Net. ... (8,841) (20, 231)
590, 883 581, 280
Less: Deferred income taxes related to current assets and liabilities... (6,057) (586)
Deferred i NCOME taXeS--NONCUIT BNt . . ..ottt e e e e et e e $ 596, 940 $ 581, 866
Federal and state income taxes as set forth in the Consolidated Statement of Income are comprised of thefollowing:
1995 1994 1993

(Dol lars in thousands)

Current income taxes--
Federal . ... $103, 224  $100, 321
St At . it 15, 421 15, 398
118, 645 115, 719
Deferred i ncone taxes, net--Federal and state--
Accel erated depreciation and other property differences........ 9,516 8, 328
Renmbval COStS. ... .. (12, 081) (12, 093)
Adj ustment Cl auses. .. ... 7,899 (17, 025)
FERC Order No. 636 transition costs and cost recovery.......... (12, 875) 11, 393
Take-0or-pay gas COStS. . ...ttt e e e e (495) (2,189)
Reacquisition premumon debt.......... ... ... ... . . . ... .. (1, 279) 2,787
[ =T 6, 634 (2, 689)
(2, 681) (11, 488)
Deferred investment tax credits, net......... ... .. ... . ... .. ...... (7,515) (6,499)
Total utility operating incone taxes............ ..o, 108, 449 97,732
I ncome tax applicable to non-operating activities and i ncome of
non-utility subsidiaries.......... ... . . . . . i (9, 250) (16, 333)
Total 1 NCOMB taXES. . ottt e et e e e e e e e e $ 99, 199 $ 81, 399

$ 89,022
13,132

13,211
(8, 760)
(2, 466)

(5, 799)

2,824
3,112

$ 91,293

A reconciliation of total tax expenseto an amount computed by applying the statutory federal incometax rateto pretax income is as follows:

Dywret wr.ﬂ.!d.!‘wa...._

2002.
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(Dol lars in thousands)

NEt I NMCOMB. . . $175,465  $163, 987 $156, 140
Add- - I NCOMB £ AXES. . oottt e e 99, 199 81, 399 91, 293
Di vidend requirenments on preferred stocks of subsidiary.......... 9, 046 9,913 10, 341
I ncome before preferred dividend
requirements of subsidiary and income taxes.................... $283, 710 $255, 299 $257, 774
Amount derived by nmultiplying pretax income by statutory rate.... $ 99,299 $ 89,355 $ 90,221
Reconciling itenms nultiplied by the statutory rate
Book depreciation over related tax depreciation................ 4,018 4,044 3, 893
Anortization of deferred investnent tax credits................ (7,515) (7, 466) (7,446)
State incone taxes, net of federal incone tax benefit.......... 9, 479 8, 835 8, 568
Fair market value of property donated in excess of book val ue.. -- (7,753) --
Reversal of deferred taxes provided at rates in excess of the
current federal income tax rate......... ... ... .. ... . ... (5, 665) (5, 807) (5,080)
O eI, Net . .o e (417) 191 1, 137
Total i NCOMB L aX@S. . . oottt e s, $ 99, 199 $ 81, 399 $ 91, 293
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PENSION PLANS

Industries and itssubsidiaries have three noncontributory, defined benefit retirement plans covering substantially all employees. Benefits under
the plansreflect the employees compensation, years of serviceand age at retirement.

The plans funded status as of December 31, 1995 and 1994 are asfollows:

1995 1994

(Dol lars in thousands)

Vested benefit obligation.................... $549, 234 $449, 043
Nonvested benefit............. ... .. .. ........ 104, 814 97, 138
Accunul ated benefit obligation............... $654, 048 $546, 181
Proj ected benefit obligation for service

rendered to date............ ... ... ... ... ... $759, 681 $613, 094
Pl an assets at fair market value............. 706, 320 571, 624

Projected benefit obligation in excess

of plan assets......... ... . ... .. ... ... . ... 53, 361 41, 470
Unrecogni zed transition obligation at

Decenber 31, being recognized

OVer 17 YearsS. .. ...ttt (43, 484) (48, 906)
Unrecogni zed prior service cost.............. (27, 242) (29, 847)
Unrecognized gains......... ... ... 4,217 47,788
Accrued (prepaid) pension costs.............. $( 13, 148) $ 10, 505

The accumulated benefit obligation is the present value of future pension benefit paymentsand is based on the plan benefit formulawithout
considering expected future salary increases. The projected benefit obligation considers estimated future salary increases. Discount rates of
7.25% and 8.75% and rates of increase in compensation levels of 5.5% wereused to determine the accumulated benefit obligation and

projected benefit obligation at December 31, 1995 and 1994, respectively. The increase in the accumulated benefit obligation as of December
31, 1995, ismainly caused by the decrease in thediscount ratefrom 8.75% to 7.25%.

The following items are the components of provisions for pensionsfor the years ended December 31, 1995, 1994 and 1993:
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1995 1994 1993

(Dol lars in thousands)

Service COStS.......ouuuni.. $ 12,231 $ 14,099 $ 13,086
Interest costs.................. 52,511 48, 058 46, 019
Actual (return) |loss on

plan assets................... (135, 243) 15, 077 (81, 150)
Anortization of transition

obligation.................... 5,422 5,422 5, 387
G her net anortization and

deferral ...................... 86, 165 (61, 422) 39, 567

Assumptions used in the valuation and determination of 1995, 1994 and 1993 pension expenses wereas follows:

1995 1994 1993

Discount rate....... ...y 8.75% 7.50% 7.75%
Rate of increase in conmpensation levels...... 5.50% 5.50% 5.50%
Expected long-termrate of return on assets.. 9.00% 8.25% 8.25%

The plans’ assets are invested primarily in common stocks, bonds and notes.
POSTRETIREMENT BENEFITS

Industries provides certain health care and life insurance benefits for retired employees. Substantially al of Industries employees may become
eligiblefor those benefits if they reach retirement age whileworking for Industries. Those and similar benefits for active employees are
provided through insurance planswhose premiums are based on the benefits to active employees and retireespaid during theyear. Prior to
January 1, 1993, the Utilities recognized the cost of providing those benefits by expensing insurance premiums, whichis consistent with current
rate making practices.

Effective January 1, 1993, Industries adopted Statement of Financial Accounting Standards (SFAS) No. 106, "Employers Accounting for
Postretirement Benefits Other Than Pensions,” which establishes accounting and reporting standards for such postretirement benefits. This
standard requires the accrual of the expected cost of such benefits during the employee's years of service.

The following table setsforth the plans accumulated postretirement benefit obligation asof December 31, 1995 and 1994:
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Retirees

Fully eligible active plan participants

O her acti

Accunul at ed postretirenent

Unr ecogni z
Decenber

Unr ecogni z

Accrued i

ve plan participants

benefit obligation....
ed transition obligation at

31, being recogni zed over 20 years....
ed actuarial gain......................
ability for postretirenent benefits....

1994

(Dol lars in thousands)

$ 99,453 $ 96,676
23, 084 20, 008
136, 322 105, 991
258, 859 222, 675
(197,088) (208, 681)
23, 439 45, 496

$ 85210 $ 59,490

A discount rate of 7.25% anda pre-Medicare medical trend rate of 10% declining to along-term rate of 6% and a discount rate of 8.75% and a
pre- Medicare medical trend rate of 11% declining to along-termrate of 7% were used to determine the accumulated postretirement benefit
obligation at December 31, 1995 and 1994, respectively.

The transition obligation at January 1, 1993, for accumulated postretirement benefits earned and not recognized is being amortized over twenty

yearsas alowed by SFAS No.

106.

Net periodic postretirement benefit costs for the year ended December 31, 1995 and 1994, include thefollowing components:

Service costs

Interest c

osts

Anortization of transition obligation over

20 years

Anortization of

unrecogni zed actuarial (gain)....
50
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1994

(Dol lars in thousands)

$ 6,076 $ 8,272
19, 031 19, 945
11, 593 11, 593
(2,179) 0

$34, 521 $39, 810

I nc.
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The net periodic postretirement benefit costs for 1995 were determined assuming an 8.75% discount rate, a 5% rate of compensation increase
and a pre- Medicare medical trend rate of 11% declining to along-termrate of 7%. The net periodic postretirement benefit costsfor 1994 were
determined by assuminga

7.5% discount rate, a 5% rate of compensation increase and a pre-Medicare medica trend rate of 12% declining to along-termrate of 7%. The
effect of a 1% increase in the assumed health care cost trend rates for each future year would increase the accumulated postretirement benefit
obligation at December 31, 1995, by approximately $40.9 million and increase the aggregate of the service and interest cost components of plan
costs by approximately $5.0 million for the year ended December 31, 1995. Amounts disclosed above could be changed significantly in the
future by changes in health care costs, work force demographics, interest rates or plan changes.

On December 30, 1992, the Commission authorized the accrual method of accounting for postretirement benefits for rate making purposes and
authorized thedeferral, as aregulatory asset to be recovered through future revenues, of the net increase in cost until such time as the new
accrual cost method may be reflected in the rate making process. The Commission stated that a deferral period of four years or lesswould be
rebuttably presumed to be reasonable and also indicated each utility would have to demonstrate itspostretirement benefit costs were prudent
and reasonably incurred at the time such costs were proposed to be recovered in the rate making process. Northern Indianawill request the
recovery of such costswithin that period and, accordingly, is deferring asaregulatory asset the difference between the amount that would have
been charged to expense under pay-as-you-go accounting and the amount accrued in accordance with the new standard. This conclusion could
change ascompetitive factorsinfluence pricing decisions.

POSTEMPLOYMENT BENEFITS

Effective January 1, 1994, Industries adopted SFAS No. 112, "Employers' Accounting for Postemployment Benefits," whichrequires Industries
to accrue theestimated cost of benefits provided to former or inactive employees after employment but before retirement. Adoption of SFAS
No. 112 did not have a material impact on Industries financial position or results of operations.

PREFERRED AND PREFERENCE STOCKS

Industries is authorized to issue 20,000,000 shares of Preferred Stock, without par value. Effective March 2, 1990, 2,000,000 shares of the
Industries Series A Junior Participating Preferred Shares werereserved for issuance pursuant to the Share Purchase Rights Plan described in
Common Shares. InNovember, 1990, Industriesissued and sold 350,000 shares of 8.75% Series Cumulative Preferred Shares through a private
placement for $35 million. Pursuant to mandatory redemption provisions, the shares were redeemed in whole by Industries on January 12,
1996, for $100 per share plus accrued dividends.

The authorized classes of par value and no par value cumulative preferred and preference stocks of Northern Indiana are as follows: Cumulative
Preferred--$100 par vaue--2,400,000 shares; Cumulative Preferred--no par value--3,000,000 shares, Cumulative Preference--$50 par
value--2,000,000 shares (none outstanding); and Cumulative Preference--no par value--3,000,000 shares (none issued).

The Preferred shareholders of Industriesand Northern Indiana have no voting rights except in the event of default on the payment of four
consecutive quarterly dividends, or as required by Indiana law to authorize additional preferred shares, or by the Articles of Incorporation in the
event of certain merger transactions.

The redemption prices at December 31, 1995, for the cumulative preferred stock, which is redeemable solely at the option of Northern Indiana,
inwhole or in part, at any time upon 30 days notice, are as follows:
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Redenpti on
Seri es Price Per Share

Cunul ative preferred stock--

$100 par val ue-- 4- 1/ 4% $101. 20
4-1/ 2% $100. 00

4.22% $101. 60

4.88% $102. 00

7.44% $101. 00

7.50% $101. 00

Cunul ative preferred stock--
no par val ue--adjustable rate
(6.00% at Decenber 31, 1995), Series A
(stated val ue $50 per share) $ 50.00
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The redemption prices at December 31, 1995, as well as sinking fund provisions for the cumulative preferred stock subject to mandatory
redemption requirements, or whoseredemption is outside thecontrol of Northern Indiana are as follows:

Series Redenption Price Per Share Si nking Fund Or Mandatory Redenption
Cunul ative preferred stock--$100 par val ue--
8.85% $101. 85, reduced periodically 12,500 shares on or before April 1.
8. 35% $104. 18, reduced periodically 3,000 shares on or before July 1; increasing to 6,000 shares
begi nning in 2004; noncumul ative option to doubl e anbunt each year.
7 3/4% $104. 58, reduced periodically 2,777 shares on or before Decenber 1;

noncunul ative option to double anount each year.
Cunul ative preferred stock--no par val ue--
6. 50% $100. 00 on Cctober 14, 2002 430,000 shares on Cctober 14, 2002.

Sinking fund requirements with respect to redeemable preferred stocks outstanding at December 31, 1995, for each of the four years subsegquent
to December 31, 1996, are as follows:

1007, $1, 827, 700
1008, . $1, 827, 700
1000, L $1, 827, 700
2000, . . $1, 827, 700

COMMON SHARE DIVIDEND

During the next few years, Industries expects that the great majority of earnings available for distribution of dividends will depend upon
dividends paid to Industries by Northern Indiana. Northern Indiana's Indenture provides that it will not declare or pay any dividends on any
class of capital stock (other than preferred or preference stock) except out of earned surplus or net profits of Northern Indiana. At December 31,
1995, Northern Indiana had approximately $144.8 million of retained earnings (earned surplus) available for the payment of dividends. Future
dividends will depend upon adequate retained earnings, adequate future earnings and the absence of adverse developments.

COMMON SHARES
Industries hasauthorized 200,000,000 common shares without par value.
SHARE PURCHASE RIGHTSPLAN

On February 27, 1990, the Board of Directorsof Industries declared a dividend distribution of one Right for each outstanding common share of
Industries to shareholders of record on March 12, 1990. The Rights arenot currently exercisable. Each Right, when exercisable, would initially
entitle the holder to purchase from Industries one one-hundredth of a SeriesA Junior Participating Preferred Share, without par value, of
Industries at a price of $60 per one one- hundredth of a share. In certain circumstances, if an acquirer obtained 25% of Industries outstanding
shares, or merged into Industries or merged Industries intothe acquirer, the Rights would entitle the holders to purchase Industries or the
acquirer's common shares for one-half of the market price. The Rights will not dilute Industries' common shares nor affect earnings per share
unlessthey become exercisable for common shares. The Plan was not adopted in response to any specific attempt to acquire control of
Industries.

COMMON SHARE REPURCHASES

The Board of Directors of Industries has authorized the repurchase of Industries common shares. At December 31, 1995, Industries had
purchased approximately 16.0 million shares at an average price of $24.16 per share. Approximately 1.6 million additional common shares may
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be repurchased under the Board's authorization.

LONG-TERM INCENTIVE PLAN

Industries Long-Term Incentive Plan (1988 Plan) for key management employees, which was approved by shareholders on April 13, 1988,
provides for the issuance of upto 2.5 million of Industries common shares to key employees through 1998. On April 13, 1994, shareholders
adopted Industries' 1994 Long-Term Incentive Plan (1994 Plan). It issimilar to the 1988 Plan and provides an additional 2.5 million common
shares available for issuance to key employees through 2004. At December 31, 1995, there were 152,461 shares and 2,331,550 sharesreserved
for future awards under the 1988 Plan and 1994 Plan, respectively. The 1988 Plan and 1994 Plan permit the following types of grants,
separately or in combination:

nonqualified stock options, incentive stock options, restricted stock awards, stock appreciation rights and performance units. No incentive stock
options or performance unitswere outstanding at December 31, 1995.

The stock appreciation rights (SARS) may be exercised only in tandem with stock options on a one-for-one basis and are payable in cash,
Industries stock or a combination thereof. Restricted stock awardsare restricted as to transfer and subject to forfeiture for specific periods from
the date of grant. Restrictions on the shares awarded during 1990 and 1991 lapse five years from date of grant and vest subject to specific share
price appreciation conditions. Restrictions on shares awarded in 1995 vest five years fromdate of grant and vest subject to

52

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

Continued

specific earnings per share and stock appreciation goals. If a participant's employment is terminated other than by reason of death, disability or
retirement, restricted shares are forfeited. There were 157,500, 150,500 and 330,500 restricted shares outstanding at December 31, 1993, 1994
and 1995, respectively.

Changes in outstanding shares under option and SARsfor 1993, 1994 and 1995, areas follows:

Nonqual i fi ed Nonqual i fied Stock
St ock Options Options Wth SARs

Option Option

Year Ended Decenber 31, 1993 Opt i ons Price Opt i ons Price

Bal ance at beginning of year............ 869, 150  $10. 94- $26. 06 11,500 $10.94
Ganted........... . ... . 288, 500 $33. 19 --
Exercised........... ... . . . i (261, 150) $10.94-$26. 06 --

Cancelled....... ... ... ... .. . ... . ... (5,700) $26.06 (1,600) $10.94

Bal ance at end of year.................. 890,800  $10.94-$33. 19 9,900 $10.94

Shares exercisable...................... 602,300  $10.94- $26. 06 9,900 $10.94

Option Option

Year Ended Decenber 31, 1994 Opt i ons Price Opt i ons Price

Bal ance at beginning of year............ 890,800  $10.94-$33.19 9,900 $10.94
Ganted......... ... ... 294, 650 $28. 75 --
Exercised........... ... .. ... i, (61,850) $10.94-3%26.06 --
Cancelled.......... ... . (26,050) $28.75-%$33.19 --

Bal ance at end of year.................. 1, 097, 550 $10. 94- $33. 19 9,900 $10.94

Shares exercisable...................... 807, 150 $10. 94- $33. 19 9, 900 $10. 94

Opti on Opti on

Year Ended Decenber 31, 1995 Opti ons Price Opti ons Price

Bal ance at beginning of year............ 1,097,550  $10.94- $33. 19 9,900 $10.94
Ganted......... ... ... 282, 450 $30. 31- $32. 44 --

EXErci sed. . ..o (259, 850) $10. 94- $33. 19 (4,300) $10.94
Cancelled.......... ... . (12,400) $10.94-%$33.19 --

Bal ance at end of year.................. 1,107, 750 $10. 94- $33. 19 5,600  $10.94

Shares exercisable...................... 830,300  $10.94-$33.19 5,600 $10.94

The Industries Nonemployee Director Stock Incentive Plan, which wasapproved by shareholders, provides for the issuance of up to 100,000 of
Industries common shares to nonemployee directors of Industries. The Plan provides for awards of common shares which vest in 20% per year
increments, with full vesting after five years. The Plan also allowsthe award of nonqualified stock optionsin thefuture. If a director's service
on the Board is terminated for any reason other than death or disability, any common shares not vested as of the date of termination are
forfeited. As of December 31, 1995, 27,750 shares were issued under the Plan.

LONG-TERM DEBT

The sinking fund requirements of long-term debt outstanding at December 31, 1995 (including the maturity of Northern Indiana's first mortgage
bonds: Series O, 6-3/8%, due September 1, 1997; and Series P, 6-7/8%, due October 1, 1998; Northern Indiana's medium-term notes due from
April 6, 1998, to June 1, 2000; Capital Markets Zero Coupon Notes due December 1, 1997; Lake Erie Land Company's notes payable due May
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23,1997, to June 30, 1998; and NDC Douglas Properties, Inc. notes payable due December 22, 1999), for each of the four years subsequent to
December 31, 1996, are asfollows:

Year Endi ng Decenber 31,

L1007, $ 76, 705, 830
1008, . $132, 772, 940
1000, . $ 10, 848, 427
2000, . . $166, 170, 510

Unamortized debt expense, premium and discount on long-term debt, applicable to outstanding bonds are being amortized over thelives of such
bonds. Reacquisition premiums are being deferred and amortized.

Northern Indiana’s Indenture dated August 1, 1939, as amended and supplemented, securing thefirst mortgage bonds issued by Northern
Indiana, constitutes a direct first mortgagelien upon substantially al property and franchises, other than expressly excepted property, owned by
Northern Indiana.

On March 4, 1994, the Commission authorized Northern Indiana to issue up to $289,275,000 of its Medium-Term Notes, Series D, due from 1
year to 30 years, for purposes of refinancing certain first mortgage bonds and paying short-term debt used to pay at maturity
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medium-term notes due in January and April, 1994. On May 23, 1994, Northern Indiana exercised itsoption to redeem all the outstanding First
Mortgage Bonds, Series S, Y and AA, aggregating $125.5 million, through the use of working capital and the proceeds of short-term debt.
During 1994, $120.0 million of the Medium-Term Notes, SeriesD, wereissued to compl ete the permanent refinancing of those first mortgage
bonds. On June 12, 1995, theremaining $169,275,000 of Medium-Term Notes, Series D, wereissued, and part of the proceeds were used to
redeem all of the outstanding First Mortgage Bonds, Series U and Z, aggregating $94.8 million on July 3, 1995.

On August 25, 1994, Jasper County, Indiana issued Pollution Control Refunding Revenue Bonds, Series 1994 (Northern Indiana Public Service
Company Project) (the Series 1994 Bonds), including $10 million of Series 1994A Bonds, due August 1, 2010; $18 million of Series 1994B
Bonds, dueJune 1, 2013; and $41 million of Series 1994C Bonds, due April 1, 2019. The proceeds of these issuances were loaned to Northern
Indianaunder similarterms. The initial interest rate on Series 1994 Bonds was 3.10%, which resets daily. The proceeds of the Series 1994A
and Series 1994C were used to retireon October 15, 1994, $10 million of Series MM First Mortgage Bonds, 7-1/2%, due October 15, 2004,
and $41 million of Series LL First Mortgage Bonds, 7-1/2%, due October 15, 2014. The proceeds of the Series 1994B Bonds wereused to
retire the $18 million Series 1978 Note, 6.70%, due November 1, 2008, on August 25, 1994. The Series 1994 Bonds are secured by L etters of
Credit from Union Bank of Switzerland.

On January 12, 1996, Industries redeemed all 350,000 shares of its

8.75% Preferred Shares, pursuant to mandatory redemption provisions, for $100 per share plus accrued dividends. The redemption was
accomplished through the use of short-term debt issued by Capital Markets. Capital Markets expects to refinance the short-term debt through an
issue of long-term debt during thefirst quarter of 1996.

The obligations of Capital Markets are subject to a Support Agreement between Industries and Capital Markets, under which Industries has
committed to make paymentsof interest and principal on Capital Markets securitiesin theevent of afailureto pay by Capital Markets.
Restrictions in the Support Agreement prohibit recourse on the part of Capital Markets' investors against the stock and assets of Northern
Indiana. Under the termsof the Support Agreement, in addition to the cash flow of cash dividends paid to Industries by any of itsconsolidated
subsidiaries, the assetsof Industries, other than the stock and assets of Northern Indiana, areavailable as recourse to holders of Capital Markets
securities. The carrying value of those assets other than Northern Indiana, reflected in the consolidated financial statements of Industries, is
approximately $393.3 million at December 31, 1995.

SHORT-TERM BORROWINGS

Northern Indiana has a$250 million revolving Credit Agreement with several banks which terminates August 19, 1998, unless extended by its
terms. Asof December 31, 1995, there were no borrowings outstanding under this agreement. In addition, Northern Indiana has $14.2 million
inlinesof credit which run to May 31, 1996. The credit pricing of each of the lines varies from either the lending banks commercia primeor
market rates. Northern Indiana hasagreed to compensate the participating bankswith arrangements that vary from no commitment feeto a
combination of feeswhich are mutually satisfactory to both parties. As of December 31, 1995, there were no borrowings under these lines of
credit. The Credit Agreement and lines of credit are also available to support theissuances of commercial paper.

Northern Indiana also has $268.5 million of money market lines of credit. As of December 31, 1995, $118.8 million of borrowings were
outstanding under these lines of credit.

Northern Indiana has a$50 million uncommitted financefacility. At December 31, 1995, there were no borrowings outstanding under this
facility.

Northern Indiana usescommercia paper to fund short-term working capital requirements. As of December 31, 1995, Northern Indiana had
$44.8 million in commercia paper outstanding, having a weighted average interest rate of 6.01%.

Capita Markets has a $150 million revolving Credit Agreement which will terminate August 19, 1998, unless extended by itsterms. This
facility provides short-term financing flexibility to Industriesand also serves as the back-up instrument for a commercial paper program. Asof
December 31, 1995, there were no borrowings outstanding under this agreement.

Capita Markets also has $105 million of money marketlines of credit. As of December 31, 1995, $17.4 million of borrowings were
outstanding under these lines of credit.

Asof December 31, 1995, Capital Markets had $76.7 million in commercial paper outstanding, having a weighted average interest rate of
6.08%.

OPERATING LEASES
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On April 1, 1990, Northern Indiana entered into a 20-year agreement for therental of office facilities from Development at a current annual
rental payment of approximately $3.2 million.

The following is a schedule, by years, of future minimumrental payments, excluding thoseto associated companies, required under operating
leases that haveinitial or remaining noncancelable lease termsin excess of one year as of December 31, 1995:

Year Endi ng Decenber 31, (Dollars in thousands)
L1906, . o $ 8,576
L1007, o 7, 960
1908, . o e 6, 657
1990, L e 5, 825
2000, . L 5,729
LAt Br YA S. . o o 76, 785
Total m nimum paynents required. . ... ... ... $111, 532

The consolidated financial statements includerental expense for all operating leases as follows:

Year Endi ng Decenber 31, (Dol lars in thousands)
100D, L $8, 450
L1004, L $7, 890
1003, $7, 251
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
Continued
COMMITMENTS

Northern Indiana estimatesthat approximately $764 million will be expended for construction purposes for the period from January 1, 1996, to
December 31, 2000. Substantial commitments have been made by Northern Indianain connection with this program.

Northern Indiana has entered into a service agreement with Pure Air, a genera partnership between Air Products and Chemicals, Inc. and
Mitsubishi Heavy Industries America, Inc., under which Pure Air provides scrubber services to reduce sulfur dioxide emissions for Units 7 and
8 at Bailly Generating Station. Services under this contract commenced on June 15, 1992, with annual charges of approximately $20 million.
The agreement provides that, assuming various performance standards are met by Pure Air, atermination payment would be due if Northern
Indiana terminates the agreement prior to theend of the 20- year contract period.

Northern Indiana has entered into an agreement with Integrated Systems Solutions Corporation (ISSC), a wholly-owned subsidiary of IBM, to
out source its information technology function to ISSC. ISSC will perform all data center, application development and maintenance and
desktop management.

Effective on January 1, 1996, Primary, arecently formed direct subsidiary of Industries, became the parent of certain other subsidiaries,
including Harbor Coal Company (Harbor Coal), North Lake Energy Corporation (North Lake) and Lakeside Energy Corporation (LEC).

Harbor Coal has invested in a partnership to finance, construct, own and operate a $65 million pulverized coal injection facility which began
commercial operation in August, 1993. The facility receives raw coal, pulverizesit and deliversit to Inland Steel Company for use in the
operation of its blast furnaces. Harbor Coal isa 50% partner in the project with an Inland Steel affiliate. Industries hasguaranteed the payment
and performance of the partnership's obligations under a sale and leaseback of a 50% undivided interest in the facility.

North Lake has entered into a lease for the useof a 75 megawatt energy facility to be located at Inland Steel Company. The facility will use
steam generated by Inland Steel to produce electricity to be delivered to Inland Steel. The facility is expected to begin operations in late
summer of 1996. Industries has guaranteed North Lake's obligations relative to thelease and certain obligations to Inland Steel relative to the
project.

LEC has entered into an agreement with USX Corporation--US Steel Group to utilize a new 161 megawatt energy facility to process high
pressure steam into electricity and low pressure process steam for a 15 year period. LEC will lease this facility, once constructed, fromathird
party. Additionally, LEC hasentered into an interim agreement, which expires when thelease is established with thethird party lessor, under

which LEC is acting as the agent for the lessor to design, construct and start-up the energy facility. Industries anticipates guaranteeing LEC's
security deposit obligations relative to the anticipated lease.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The following methods and assumptionswere used to estimate thefair value of each class of financia instrumentsfor whichit is practicable to
estimate that value:

Cash and cash equivalents. The carrying amount approximates fair value because of the short maturity of those instruments.

Investments: The fair value of some investmentsis estimated based on market prices for those or similar investments.

Long-term debt/Preferred stock: The fair value of long-term debt and preferred stock is estimated based on the quoted market pricesfor the
same or similar issues or on the rates offered to Industriesfor securities of the same remaining maturities. Certain premium costs associated

with theearly settlement of long-term debt are not taken into consideration in determining fair value.

The carrying valuesand estimated fair values of Industries financial instruments are asfollows:
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Decenber 31, 1995 Decenber 31, 1994

Esti mat ed Esti nat ed

Carrying Fai r Carrying Fai r

Anmount Val ue Anmount Val ue

(Dol l'ars in thousands)

Cash and cash equivalents...................... $ 28, 496 $ 28, 496 $ 40, 441 $ 40, 441
I NVESt MBNL S, . .ot e e $ 25, 893 $ 27,045 $ 19, 689 $ 20, 619
Long-term debt (including current portion)..... $1, 273, 376 $1, 274, 079 $1, 207, 936 $1, 102, 019
Preferred stock......... ... ... $ 181,804 $ 164, 306 $ 189,274 $ 156,591

The majority of the long-term debt relatesto utility operations. The Utilities are subject to regulation and gains or losses may be included in
rates over a prescribed amortization period, if infact settled at amounts approximating those above.

CUSTOMER CONCENTRATIONS

Industries public utility subsidiaries supply natural gas and electrical energy within the northern third of Indiana. Althoughthese public utilities
have a diversified base of residential and commercial customers, a substantial portion of their electricand gas industrial deliveries are
dependent upon the basic steel industry. The following table showsthebasic steel industry percentage of gas revenue (including transportation
services) and electric revenue for 1995, 1994 and 1993.

Basic Steel I|ndustry 1995 1994 1993
GAS revenue PerCeNnt . ... ... 5% 2% 2%
El ectric revenue percCent. .. ......... e 22% 26% 24%
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NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS

QUARTERLY FI NANCI AL DATA

The followi ng data summarize certain operating results for each of the quarters of 1995 and 1994

1995 Quarters Ended March 31 June 30 Sept. 30 Dec. 31
(Dol lars in thousands)

OperatiNg FeVENUES. . ...ttt e e $522,498  $360, 462 $370, 379 $468, 986
Operating expenses and taxesS. ... ...ttt 436, 425 307, 272 306, 456 387, 260
Operati NG I NCOMB. . ..ttt e e e e e 86, 073 53,190 63, 923 81, 726
O her inconme (deduCtioOnS). ... .. ...t (831) (143) (1, 246) (2,021)
Interest and other charges.......... ... . . i, 24,911 26, 099 26, 319 27, 877
Net I NCOMB. . oo 60, 331 26, 948 36, 358 51, 828
Di vidend requirenments on preferred shares...................... 766 765 766 766
Bal ance available for conmmon shareholders...................... $ 59,565 $ 26,183 $ 35,592 $ 51, 062
Earni ngs per average common share/(a)/........... ... .. ... ... $ 092 3 0.41 $ 0. 56 $ 0.81

1994 Quarters Ended March 31 June 30 Sept. 30 Dec. 31

(Dol lars in thousands)

Operati NG FeVENUES. . . . v vttt it e e e e e e e e $565,551  $348, 009 $334, 598 $428, 243
Operating expenses and taxesS. ... ...ttt 473,595 300, 512 281, 548 359, 597
Operati NG I NCOMB. . ..ttt e e e e e 91, 956 47, 497 53, 050 68, 646
O her inconme (deductionsS). ... .. ... (1, 066) (1, 855) (7) 5,144
Interest and other charges.......... ... . . i, 25, 849 24,164 24,508 24, 857
Net 1 NCOMEB. . ..o 65, 041 21,478 28,535 48, 933
Di vidend requirenents on preferred shares...................... 766 765 766 766
Bal ance avail able for comon shareholders...................... $ 64, 275 $ 20,713 $ 27,769 $ 48, 167
Earni ngs per average common share/(a)/........... ... ... ........ $ 0.97 $ 0.31 $ 0.43 é___67§§

/(a)/ Because of thecombined mathematical effect of common shares repurchased and issued and the cyclical nature of net incomeduring the
year, the sumof earnings per sharefor any four quarterly periods may vary dightly fromthe earnings per share for the equivalent twelve-month
period.
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NOTES TO CONSOLI DATED FI NANCI AL  STATEMENTS

SEGMENTS OF BUSI NESS

Industries' primary business is the distribution of natural gas and el ectrical energy. The reportable itens for
the gas and electric segnents for the years 1995, 1994 and 1993 are as foll ows:

per ati i nf ti (Dol lars in thousands)
erating information--
Gas operations:

QPErati NG FEVENMUES. . . ettt e e e e e e e e e e e e e e e e $ 691, 402 $ 681,909 $ 714,229
Operating expenses, excluding provision for utility income taxes.............. 605, 805 613, 698 634, 742
Qperating income before utility income taxes........ ... .. ... 85, 597 68, 211 79, 487
Al lowance for funds used during construction (AFUDC) and carrying charges (CC 1, 606 2,067 875
Operating inconme before utility income taxes and including AFUDC and CC....... 87, 203 70, 278 80, 362

El ectric operations:
QeI At i NG T RVEMUES. . o ottt et e e e e e e e e e e e 1,030, 923 994, 492 963, 643
Operating expenses, excluding provision for utility income taxes.............. 723,159 703, 822 684, 255
Qperating income before utility income taxes........ ... ... ... 307, 764 290, 670 279, 388
Al l owance for funds used during construction (AFUDC) and carrying charges (CC 2,072 2,307 573
Qperating income before utility income taxes and including AFUDC and CC....... 309, 836 292,977 279, 961
TOt @l . oot 397, 039 363, 255 360, 323
Gt her I NCOMB, ML . .. e e (4, 241) 2,216 (2,071)
Less--interest and other charges. .......... .. . e 108, 884 103, 752 105, 282
Less--provision for utility iNCOME taXesS. ...... ..o 108, 449 97,732 96, 830
Net incone per Consolidated Statement of Income............ ... .. ..., 175, 465 163, 987 156, 140
Dividend requirements on preferred shares............ ... i 3, 063 3, 063 3,063
Bal ance available for combn shareholders........... . ... . . . .. $ 172,402 $ 160,924 $ 153,077

Q her information--
Depreciation and anortization expense:

=Y o A T PP $ 139,432 $ 135,203 $ 131,993

GBS« et 61, 705 59, 080 55, 007

Tt Al . oot $ 201,137 $ 194,283 $ 187,000
Construction expenditures:

=T o $ 132,273 $ 145,095 $ 125,449

[ 2 T 60, 693 57, 450 55, 403

TOt @l . oot $ 192,966 $ 202,545 $ 180,852

I nvest ment i nformation--
Identifiable assets/(a)/:

= =T o3 A g o $2,586, 122  $2,594,976 $2, 602, 826
GBS, . ot 890, 192 921, 693 900, 146
Tot Al .. 3,476, 314 3, 516, 669 3,502, 972

Qther COrporat e aSSel S. . .. ...ttt e e 523, 206 430, 469 409, 352
TOt Al BS SOl S, o i it $3,999,520 $3,947,138 $3,912, 324

/(a)/ Utility plant less accumulated provision for depreciation and amortization, materials and supplies, electric production fuel, natural gasin
storage, fuel and gascost adjustment clauses, unamortized R. M. Schahfer Units 17 and 18 carrying chargesand deferred depreciation, Bailly
scrubber carrying charges and deferred depreciation and FERC Order No. 636 transition costs.
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
TO THE BOARD OF DIRECTORS OF NIPSCO INDUSTRIES, INC.:

We have audited the accompanying consolidated balance sheet and consolidated statements of capitaization andlong-term debt of NIPSCO
Industries, Inc. (an Indiana corporation) and subsidiaries as of December 31, 1995 and 1994, and therelated consolidated statements of income,
common shareholders equity and cash flowsfor each of the three yearsin the period ended December 31, 1995. These consolidated financial
statements are the responsibility of Industries management. Our responsibility isto express an opinion on these consolidated financial
statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that weplan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement. Anaudit includes examining, on atest
basis, evidence supporting the amountsand disclosures in the financia statements. Anaudit a so includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basisfor our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of NIPSCO
Industries, Inc. and subsidiaries as of December 31, 1995 and 1994, and the results of their operations and their cash flowsfor each of thethree
yearsin the period ended December 31, 1995, in conformity with generally accepted accounting principles.

Asdiscussed in the notesto consolidated financial statements, effective January 1, 1993, NIPSCO Industries, Inc. and subsidiaries changed
their methods of accounting for incometaxes and postretirement benefits other than pensions.

Chicago, Illinois
January 26, 1996 Arthur Andersen LLP
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SELECTED SUPPLEMENTAL | NFORVATI ON

Year Ended Decenber 31, 1995 1994 1993
Qper ati ng Revenues ($000's)
Resi dential (including home heating)................... $ 407,233 $ 449,391 $ 452,176
Commercial ... ... 132, 647 152, 400 157, 235
Industrial.......... .. 63, 355 76, 321 73, 815
Gas transported for others........... ... ... ............ 64, 255 33,977 32,503
1 0 =T 23,912 (30, 180) (1, 500)
Total ... $ 691,402 $ 681,909 $ 714, 229
Deliveries in dth (000's):
Residential (including hone heating)................... 77,536 73,749 76, 761
Commercial ... ... 29, 268 28, 324 29, 754
Industrial.......... .. 16, 260 15, 812 15, 872
Gas transported for others........ ... ... . ... ... ... ... 191, 571 188, 583 167, 867
1 = 1, 301 707 793
Total ... 315, 936 307, 175 291, 047
Customers Served--End of Year:
Residential (including hone heating)................... 643, 486 636, 601 626, 492
Commercial ... ... 52,471 52, 245 51, 386
Industrial.......... .. 3,904 4,218 4,270
1 0 = 71 68 67
Total ..o 699, 932 693, 132 682, 215
*Incl udes deferred gas cost revenue of $11, 351, $(43,460) and $(10,375), respectively.
ELECTRI C STATI STI CS
Year Ended Decenber 31, 1995 1994 1993
Qper ati ng Revenues ($000's)
Residential........... ... i $ 276,575 $ 259,708 $ 257,033
Commercial ... 244,776 238, 402 232, 609
Industrial.......... ... 430, 579 449, 623 413, 485
Street lighting....... ... .. . . . . . . i 8,428 8, 363 8, 254
Sales for resale........ ... . . . e 40, 425 22,522 27,730
1 = 30, 140 15, 874 24,532
Total ... $ 1,030,923 $ 994,492 $ 963, 643
Sales in kilowatt-hours (000's)
Residential......... .. ... 2,797, 247 2,552,430 2,552, 837
Commercial ... ... 2, 863, 879 2,736, 683 2,705, 751
Industrial..... ... 9, 552, 777 9, 542,109 8, 855, 106
Street lighting....... ... . i 55, 515 55, 438 54,741
Sales for resale.......... ... . 1,574, 041 564, 166 912, 773
1, = 80, 894 85, 568 83, 959
Total ..o 16, 924, 353 15, 536, 394 15, 165, 167
Custoners Served--End of Year:
Residential............ .. i 359, 260 355, 658 350, 964
Commercial . ...... .. e 41, 275 41, 308 40, 634
Industrial.......... .. 2,579 2,672 2,686
1 1 = 829 831 828
Total ... 403, 943 400, 469 395,112
poeres S mitn 2002, EDGAR Online. Inc.




**|ncludes deferred fuel cost revenue of $8,688, $(4,826) and $4,813, respectively.
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SELECTED SUPPLEMENTAL | NFORVATI ON

Year Ended Decenber 31,
Operating Revenues

Gas ($000's)
Electric ($000' S) . ...

Total Operating Revenues ($000'S)...........couviiivninnn.
Operating Margin ($000's)
Qperating I ncone ($000's)
I ncone Before Extraordinary ltenms ($000's).................
Net I ncome ($000' S) . ..ottt
Shares outstanding at year end........... ... ... .. .. .. ... ..
Nunmber of common shareholders.......... ... .. ...... ... .. ...
Earnings (|l oss) per average conmon share...................

Return on average common equity...........iiiiinnnn..
Times interest earned (pre-tax)...... ...,
Dividends paid per share......... ... .. ... . .
Dividend payout ratio............ ..o,
Mar ket val ues during the year:

Hiogh. o

Book value of comon shares........... ... .. .. ... . . ...
Mar ket -t o-book ratio at year

Total Assets ($000's)
Construction expenditures ($000's)/al............ ... .. .....
Capitalization:
Common sharehol ders' equity ($000"s)......................
Preferred and preference stock--
Nort hern I ndiana Public Service Conpany:
Series w thout mandatory redenption provision ($000's).
Series with mandatory redenption provisions ($000's)....
NI PSCO I ndustries, Inc.:
Series with nandatory redenption provision ($000's).....
Long-Term debt ($000' S). .. ...ttt

Tot a
Nunber

Capitalization ($000"S).......ccuuiiiiiiiiinnn...
of enmployees. . ...

Notes: /a/lncluding AFUDC.

/b/Excluding Extraordinary Loss related to Bailly N1 Plant Abandonment in 1985.

1995
$ 691, 402
$ 1,030,923
$ 1,722,325
$ 1,037,194
$ 284,912
$ 175, 465
$ 175, 465
62, 379, 596
37, 299
$ 2.72
15. 5%
3.75
$ 1.56
57. 4%
$ 38. 500
$ 29. 250
$ 38. 250
$ 17.99
212. 6%
$ 3,999, 520
$ 192, 966
$ 1,122,215
$ 81, 325
$ 63, 651
$ 35, 000
$ 1,175,728
$ 2,477,919
4, 356

$ 1,676, 401
$ 993, 327
$ 261, 149
$ 163,987
$ 163,987
63, 905, 389

39,172
$ 2.48

14. 6%

3. 56
$ 1.44

58. 1%

33. 000
26. 125
29. 750
17. 34
171. 6%

D BB P

3,947,138
202, 545

A H

*

1,107, 848

$ 86, 389
$ 66, 057
$

35, 000
$ 1,180, 338
$ 2,475, 632
4, 441

$ 714, 229
$ 963, 643
$ 1,677,872
$ 985, 450
$ 262, 045
$ 156, 140
$ 156, 140
65, 828, 838
41, 038

$ 2.31

14. 4%
3. 47
1.32
57. 1%

&

34. 875

26. 125

32. 875
16. 63
197. 7%

B ABH P

3,912, 324
180, 852

BB

&

1,094,672

$ 97, 753
$ 68, 462
$

35, 000

$ 1,192, 500
$ 2,488, 387
4,602

/c/Excluding Carbon County, return would have been 6.1%. /d/Excluding Carbon County Coal Settlement and related income taxes.
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Qperating Revenues
GaS ($000" S) . .\ vttt
Electric ($000"S) . ...t

Total Operating Revenues ($000'S)...............coiuun...
Operating Margin ($000"S). ... ... .ottt
Operating Income ($000"S). ...ttt
Incone Before Extraordinary Items ($000'S).................
Net 1 ncome ($000" S) . . ..o vttt e
Shares outstanding at year end............ ...
Nunber of common shareholders..............................
Earnings (loss) per average comon share...................

Return on average comDn equity..............oouiuunnenn..n
Times interest earned (pre-tax)........ ... ...
Dividends paid per share............. .. ... .. ... . ... .. ......
Dividend payout ratio.............iiuiiiiineninnn..
Mar ket val ues during the year:

Hiogh. o
LW, . et

Book value of common shares.............. ... ... i,
Mar ket -to-book ratio at year end................. ... ... ....

Total Assets ($000'S) . .. ...t
Construction expenditures ($000's)/al......... ...
Capi talization:
Conmon sharehol ders' equity ($000'S)......................
Preferred and preference stock--
Northern | ndiana Public Service Conpany:
Series without mandatory redenption provision ($000's)..
Series with nandatory redenption provisions ($000's)....
NI PSCO | ndustries, Inc.
Series with nandatory redenption provision ($000's).....
Long-Term debt ($000"S). .. ..ottt

Total Capitalization ($000'S)...... ...,
Nurmber of enployees. . ......... ..

L ! —

1,

65,

©»

R R R R

3,

®»n L e

1,

©® e

$ 1,

$ 2,

2002.

666, 221
916, 135
582, 356
927, 089
246, 217
136, 648
136, 648
758, 350
38, 097
2.00 $

13. 1%
3.17
1.24
62. 0%

26. 625
22.500
26.500

15.73
168. 5%

807, 941
172,329

034, 530

97,917
70, 668

35, 000
054, 454

292, 569
4,648

EDGAR Onl

$ 601, 920

$ 933, 241

$ 1,535,161

$ 919, 951

$ 254, 354

$ 133, 388

$ 133, 388

66, 671, 615
39, 346
1.94 $

12. 9%
2.93
$ 1.16
59. 8%

27.000
18. 500
25.750

15.17
169. 7%

R R R R

3, 647, 557
168, 958

®»n L H

1,011, 666

$ 98, 710
$ 53,978
$

35, 000
$ 1,068, 708

$ 2,268,062
4, 600

ine, lnc.

$ 625, 159

$ 895,836
$ 1,520, 995
$ 885,262
$ 247,777
$ 125, 361
$ 125, 361
68, 874, 229
41, 285

1.81 $

12. 7%

2.81
$ 1.04

57.5%

19. 250
15. 750
18. 875
14.61
129. 2%

R R R R

3,625, 181
152, 280

®»n L e

1, 005, 982

$ 99, 374
$ 59, 358
$

35, 000
$ 1,165, 682
$ 2,365, 396
4,547

$ 677,262

$ 882,303

$ 1,559, 565

$ 900, 035

$ 252,807

$ 72,112/ 1/

$ 72,112/ f1

69, 369, 492
43,763

1.00/f/

7.2%f1
2.02/f/

$ 0.84
84.0% f/

19. 625
13.125
19. 375
13.92
139. 2%

R R R

3,657,718
150, 786

® L e

965, 437

$ 99, 874
$ 66, 309
$

$ 1,261, 760
$ 2,393, 380
4,825



Operating Revenues
Gas ($000" S) . .o v it $ 620,723 $ 581,130 $ 741,021 $ 943,855
Electric ($000" S) . ... e $ 903, 461 $ 870, 499 $ 885, 106 $ 964, 648

Total Operating Revenues ($000'S)...............coiuu... 1,524,184 1, 451, 629 1, 626, 127 1,908, 503

$ $ $ $
Operating Margin ($000"S). ... ... .ottt $ 863,213 $ 777,573 $ 756,712 $ 803,864
Qperating Income ($000"S) . . ... vt $ 257,923 $ 192, 415 $ 179, 896 $ 198, 098
Incone Before Extraordinary Items ($000'S)................. $ 103, 449 $ 38, 876 $ (40, 477) $ 79, 085
Net Income ($000'S). . ...t $ 103,449 3 38,876 $  (40,477) $ (15,758)
Shares outstanding at year end................... ... .. .. 73, 310, 210 73, 243, 100 73,170, 788 73, 045, 160
Nunber of common shareholders........... ... ... ... ... ........ 47,324 50, 074 56, 466 74, 303
Earnings (loss) per average comon share................... $ 1.41 % 0.53 $ (0.55)/ e/ $ 1.11/ b/
Return on average common equity........... ... 10. 4% 4. 1% (4.29%9/c/ 7.5% b/
Times interest earned (pre-tax).......... ... 2.38 1. 65 1.96/d/ 2.24
Dividends paid per share............ ... ... .. ... . ... ...... $ 0.60 $ 0.15 none $ 1.56
Dividend payout ratio.............iiuiiiiineninnn.. 42. 6% 28.3% -- 140. 5% b/
Mar ket val ues during the year:
HogN. $ 14.125 $ 13.00 $ 13. 50 $ 12. 875
LW, .« e e $ 8. 625 $ 8. 00 $ 9. 375 $ 8. 375
[ ] $ 13.875  $ 8.50 $ 11. 75 $ 9. 875
Book value of common shares...................... ... ... ... $ 14. 03 $ 13.13 $ 12.90 $ 13. 46
Mar ket -t o-book ratio at year end................... ... ..... 98. 9% 64. 7% 91. 1% 73. 4%
Total Assets ($000' S) . ...t $ 3,684,721 $ 3,821,690 $ 3,944,637 $ 3,833,302
Construction expenditures ($000's)/al......... ... $ 116,874  $ 156, 750 $ 197, 324 $ 279,175
Capi talization:
Conmmon sharehol ders' equity ($000'S)........ ..., $ 1,028,554 $ 961, 562 $ 943, 933 $ 983, 127
Preferred and preference stock--
Northern | ndiana Public Service Conpany:
Series without nmandatory redenption provision ($000's).. $ 99,937 $ 191,392 $ 191,392 $ 191,392
Series with nandatory redenption provisions ($000's).... $ 75, 189 $ 105, 395 $ 122,122 $ 135, 350
NI PSCO | ndustries, Inc.:
Series wth nmandatory redenption provision ($000's)..... $ -- $ -- $ -- $ --
Long-Term debt ($000" S) . .. ..ottt $ 1,308, 303 $ 1,401, 326 $ 1,552,324 $ 1,511, 215
Total Capitalization ($000"S).........v i, $ 2,511,983 $ 2,659,675 $ 2,809,771 $ 2,821,084
Nurmber of enployees. . ......... .. 4,946 5,172 5, 695 5,774

/elEarnings per share werereduced by $1.39 due to the payment in satisfaction of the Carbon County Coal Company contract litigation.
[fIEarnings per share were reduced by $0.72 due to the $82.0 million refund, less associated tax benefits of $30.3 million, related to the Bailly
N1 generating unit.
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EXHIBIT 21

NIPSCO INDUSTRIES, INC.
LIST OF SUBSIDIARIES ASOF DECEMBER 31, 1995

All subsidiaries areincorporated in Indiana, except for ElIm Energy and Recycling (UK) Ltd., whichisincorporated in United Kingdom;
FuelMaker Corporation, whichisincorporated in Canada; Inventory Management and Distribution Company, L.L.C. and NFC Acquisition
Company, which are incorporated in Texas; N Squared Aviation L.L.C. and Triumph Natural Gas, Inc., whichis incorporated in Delaware; and
Southlake Energy, Inc., whichisincorporated in Alberta. All subsidiaries are wholly-owned unless otherwise indicated.

801 East Corp.

Crossroads Pipeline Company

Hamilton Harbour Insurance Services, Ltd.
Kokomo Gas and Fuel Company

Lakeside Energy Cor poration

NIPSCO Capital Markets, Inc.

NIPSCO Devel opment Company, Inc.
Itssubsidiaries are:
Analytic Systems L aboratories, Inc.(1)
Elm Energy and Recycling (UK) Ltd.(1) FuelMaker Corporation(4)
G. R. Clark Corporation
Green Fuels, Inc.
Harbor Coal Company
International Polymer Corp.
JOF Transportation Company
KOGAF Enterprise, Inc.
Lake Erie Land Company
Itssubsidiary is:
SCC Services, Inc.
N Squared Aviation, L.L.C.(5)
NDC Douglas Properties, Inc.
NIPSCO International Power Systems Company
NIPSCO Security Services, Inc.
Portside Energy Corporation
Process and Control Technology Corporation RIC, Inc.
Itssubsidiary is:
Cardina Property Management, Inc.
Riverside Caloric Company

NIPSCO Energy Services, Inc.

Itssubsidiaries are:

Inventory Management and Distribution Company, L.L.C.(6) NESI Energy Marketing, L.L.C.(3) NIPSCO Energy Trading Corp.
NIPSCO Fuel Company, Inc.

NFCO Acquisition Company
Southlake Energy, Inc.
NI-TEX, Inc.
Triumph Natural Gas, Inc.(3)
o
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EXHIBIT 21

NIPSCO INDUSTRIES, INC.
LIST OF SUBSIDIARIES ASOF DECEMBER 31, 1995

North Lake Energy Corporation

Northern Indiana Fuel and Light Company, Inc.
Itssubsidiary is:
Northern Indiana Trading Company

Northern Indiana Public Service Company
Itssubsidiaries are:
NIPSCO Exploration Company, Inc.
NIPSCO ESP Services Corporation
Shore Line Shops, Incorporated

Primary Energy, Inc.

(1) Majority-owned subsidiary of NIPSCO Development Company, Inc.
(2) Majority-owned subsidiary of KOGAF Enterprises, Inc.

(3) Majority-owned subsidiary of NIPSCO Energy Services, Inc.

(4) 50% owned subsidiary of NIPSCO Development Company, Inc.

(5) Minority-owned subsidiary of NIPSCO Development Company, Inc.
(6) Minority-owned interest of NIPSCO Energy Service, Inc.

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




ARTICLE UT

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE FINANCIAL STATEMENTS OF NIPSCO INDUSTRIES, INC. FOR TWELVE MONTHS
ENDED DECEMBER 31,1995, AND ISQUALIFIEDIN ITSENTIRETY BY REFERENCE TO SUCH FINANCIAL STATEMENTS.

MULTIPLIER: 1,000

PERIOD TYPE 12MOSs
FISCAL YEAR END DEC 31 1995
PERIOD START JAN 01 1995
PERIOD END DEC 31 1995
BOOK VALUE PER BOOK
TOTAL NET UTILITY PLANT 3,213,264
OTHER PROPERTY AND INVEST 223,785
TOTAL CURRENT ASSETS 316,581
TOTAL DEFERRED CHARGES 33,399
OTHER ASSETS 212,491
TOTAL ASSETS 3,999,520
COMMON 577,707
CAPITAL SURPLUSPAID IN 27,601
RETAINED EARNINGS 516,907
TOTAL COMMON STOCKHOLDERS EQ 1,122,215
PREFERRED MANDATORY 98,651
PREFERRED 81,325
LONG TERM DEBT NET 354,716
SHORT TERM NOTES 139,170
LONG TERM NOTESPAYABLE 821,012
COMMERCIAL PAPER OBLIGATIONS 121,500
LONG TERM DEBT CURRENT PORT 97,649
PREFERRED STOCK CURRENT 1,828
CAPITAL LEASE OBLIGATIONS 0
LEASES CURRENT 0
OTHER ITEMSCAPITAL AND LIAB 1,161,454
TOT CAPITALIZATION AND LIAB 3,999,520
GROSS OPERATING REVENUE 1,722,325
INCOME TAX EXPENSE 108,449
OTHER OPERATING EXPENSES 1,328,964
TOTAL OPERATING EXPENSES 1,437,413
OPERATING INCOME LOSS 284,912
OTHER INCOME NET (4,241)
INCOME BEFORE INTEREST EXPEN 280,671
TOTAL INTEREST EXPENSE 105,206
NET INCOME 175,465
PREFERRED STOCK DIVIDENDS 3,063
EARNINGS AVAILABLEFOR COMM 172,402
COMMON STOCK DIVIDENDS 100,232
TOTAL INTEREST ONBONDS 22,473
CASH FLOW OPERATIONS 391,492
EPSPRIMARY 2.72
EPSDILUTED 271
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End of Filing
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