ATTACHMENT A

SETTLEMENT AGREEMENT

The Retail Encrgy Supply Assoelanon (“RESA”), Interstate Gas Supply of llinois
(“IGS™), and AGL Resources Inc,, Nicor Tite., and Notthern Illinois Gas Company d/b/a Nicor
" (tas Company (“Nicor Gas™) (collectwely referred to as the “Joint Applicants®) are committcd to
working together to bring the benefits of customes choice and compettﬁon fo retail customers in
Nicor Gas’ service territory,

. To that end, RESA, IGS and'the Joint Applicants (c(fuectively, “the Partics™) have had
substantive discussions about the toples addressed In this Seftlement Agreoment (the
“Agreoment”), These discussions bave led to the development of commitmerits, and represent a
compromise that the Partics bélieve will rosult in achiovement and implementation of rcasonable
and cquitable solutions to the Partics” respective concerns and interests related to the proceedings
in Tk C. C, Dockets 11-0046 and Q9-0301, concerning the rcorganization proposed by the Joint
Applicants, The events and circumstances that form the basis for the Parties’ determination to

.enter this Agreement arc highly unique and pertain sololy to the state of restructuring and
regulation in the natural gas market 1d Ilinois at this time. This Agreoment is the result of give
aud take among the Parties, all of whon have been represented by counsol, and memorializes the
Parties’ commitments. Thus, the Pacties, intending to be legally bound and acknowledging the
beiefit to be derived {rom the mutual promises and commitments contained herei im, agree as
follows.

1. Purchase of Receivables Legislation/Tariff

IiESA and IGS have drafted Proposcd Leglslation (et forth in Txhibit 1 to this )
‘Setflement Agreement) to establish & Purchase of Receivables Program (“PRP”) to be offered by
natural gas wtilities in Miinois, The Proposed Legislation is currently being-considered by the
1llinois General Assembly, Nicor Gas agrees to take a publicly neutral position with respect to
the Proposed Legislation, provided, however, that Nieor Gas reserves the right to change its
position in the event that the Proposed Legislation in the form sct forth in Bxhibit 1 is amended

. in any manner that is materially adverse tq Joint Applicants including but not Hmited to.(i)

fullfug to provide assurances that uncoliectible expenses incurred by gays utilities as a result of the
PRP will be recoverable through the gas utilities’ uncollevtible expense recovery riders, (ji)
reducing the discount rate applicable (o receivables purchased by gas utilities undor the PRP to
less than one percent, (fii) requiting gas utilities to purchase receivables from alternative gas
suppliers prior tohe due date of the recoivables, (iv) requiring gas-utilities to purchase
receivables that:rélato to charges that are for services other than gas sales or that are not billed on
the gas-utilities’ bills, (v) denying gas ulitities recovery of all of thelr reasonably incurred
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administrative costs agsotiated with such PRP or (vi) denying gos ufilitics the proposed ratc
troatment associated with the purchase discounts,

In the event that the Proposed chislation, or another version of the Propo‘scd'chislation
sponsored by RESA members and IGS that is substantially similar to the Proposed Legislation, is
not enacted by the IWinois Genetal Assembly by end of the Spring 2012, session (including
subscquently signed by the Governor or automatically becoming faw without sigriature after 60
days), within three months afier the end of the Spring 2012 session Nicor Gas will file with the
Hiinols Commerce Commission (“Commission®) tariff sheets rovising its Schedule of Rates on
filo with the Commission to establish a PRP on substantially the texms set forth in the Proposed
Legislation attactied hereto as Bxhibit 1. Nicor Gas agrees to use reasonable efforts to have its
tariff filing approved by the Comuission on the terms proposed in the filing, RESA and 1GS
also‘agree to uso reasonable -offorts to liave the Nicor Gas tariff filing approved by the
Commission on substantially the terms set forth in the Nicor Gas tariff filing.

2, Operational Changes in Nicor (as’ Transportation of Cugtomer-Owned Gas Programs

RESA and [GS have requicsted that Nicor Gas: make the following changes in its :
mesportatmh of Customer-Owned Gas Programs, RESA and IGS have categorized and
prioritized the changes as follows:

#1 Priovity: Timely Notice

o Nicor Gas will.amend its current conracting documentution to include an indicator
whith speoifies whether a customer is fransfetring 1o a new markoter with or without
a storage balanco, .

e TUpon-issnance of a final invoice with the prior marketer, Nicor Gag-will providc the
new marketer with notice of the volume of gas in the customer’s storage account at
transfer.

e Nicor Gas will establish a password protcctcd secure site in which files (rcports) for
indlvidual marketery are provided. Reports to be included on this site include: |

o Dally roport on all customers with canceled invoicos ncluding the reason for
the invoice cancellation arid the billing period involved

o . Arcpout that indicates all of the customer whose involces are based upon
estimates instead of actual meter reads :

¢ Nicor Gas will develop web-forms to be used for administrative transactions.
Markelers will provido a corporate email address where Nicor Gas van send email
confirmation of tecoipt of a completest web-form from the marketer,

o The web-form process will bg used for marketers to submit customer
enroliments, cancelations and amendments to confracts fo Nicor Gas. Upon
receipt of the enrollment, canccilation or contract amendment, Nicor Gas will
email confirmation of Lho frasisaction to the marketer.
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o *Thoe web-form process will be used for Nicor Gas to submit notice of the
customers being removed from Rate 74 due to non-working phone lines to
marketers, The web-form process along with Nicor Gas' recent method
change which elfminated backdating of accounts with non-working phone
lines, should resolve any issues with customers being removed from Rate 74,

o Nicor Gay will establish a password protected secure site in which files (reports) for.

individual markcters are provided: Reports to be includud on this site include:
o Maintenanco List that provides account information on mefers that are not
properly working.

#3 Prioylty: Improved Quality

o Nicor Gas will continue to evaluate Its meter dovice program internally,

o

Within the past few months Nicor Gas has changed its process for the Short Flat and
Long Plat Flles. With the new proeess, Nicor Gas releases the reports when it obtaing

" the meter reads, however, shortly thereafier Nicor Gas evaluates aceounts with

abnormal vsage and makes corrections which will be reflected in future files,
Previously Nicor Gas cvaluated abnorinal usage at the time of billing, Nicor Gas will
continue to make corrections-on the dccounts in the Short Flat and Long Flat Files
shorlly alter the files urc released ralher than wait o make correetions at the time of
bllling. The markotats recognize that it ordex to obtain access to the Short Flat and
Long Tlat Files as soon as possible, there will bo aceess to the files for a short period
prior to Nicor Gas making its corrections to thoe accounts. Nicor Gas will also
contimic to' cvaluate common and reewring problems that creale errots in theso files.
in order 10 correct the root canse of any problem,

#4 Priority: Improved Transportation Service Configuration

-]

Nicor Gas will work with marketers to evaluate the feasibility of billing all
transportation customers on a ¢alendar month basis or in the alternative develop
options that minimize the number of distinct billing cycles for transportation
custorriers,
Nicor Gas will work with-marketets to evaluate thc feasnblhty of allowing pooling of
all Ridor 25 customers or in the slternative develop options that alluw marlketots to at
lenst pool some of thelr Rider 25 accounts.
Nicor Gas will establish a password protected secute site in Wluch ﬁlcq (reports) for
individual marketors ate provided. Reporis to be included on this site intlude:

o Aging Report that provides account information on customery whoso involces

ave delayed beyond the normal billing gycle timeline. Recently Nicor Gas has
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implcmcntéd changes to decrease the voim;le of late invoices and Nicor Gas
will continue to strive for reduction in the quantity of late invoices,

The Parties agree (o form a Working Group copsisting of at Ic,gsf; one individual from Nicor Gas -
and ono individual from hiterested RESA companics and IGS with expertise in transpoxiation of -

customer-owned gas programis and ai least ono individual from Nicor Gas and one individual
from interested RIESA companies and IGS with expertise In computer prografuming to evahate
the above changes to Nicor Gas’ transportation of customer-owned gas programs.- To the exfent
the items described sbove identify specific changos to be implemented, the Joint Applicants
agree to implement those #1 and #2 priority items within 12 nionths from the effective dato of
this Agracment and thosc #3 and #4 priority ftems within 24 months ﬂom the effective date of
this Agreement, provided that Nicor Gas wilf not be required to implcmg:ni any of the above
changes if that change would cause Nicor Gas to incur an increnicntal cost in excess of
$500,000.

3. ELLQCFFDINGS INILL.C. Q, DQQKFT? 11-0046 and 09-0301
In light of the agreenicnts set forth in Sections 1 and 2 above, RESA AND IGS havc carefully

~ considered how those agreements impact the matters presently at Issue in Dockets 11-0046 and

09-0301, Based upon the egreements above and taking the settleraent in fotality, RESA AND
IGS are of the opinion that the competitive issues pending in Docket 11-0046, including
customer solicltation and billing {ssues, are resolved through the fulfilliment by Joint Applicants
of their commitments under this Agreement and, accordingly, agree to withdraw the following
testimony in Il C. C. Docket 11-0046 and 09-0301:

Rebuttal Testimony of Teresa L, Ringenbach in Dockct 09-0301 {{GS/RESA Bx. 1, 0 in Docket
11-0046)

Dire‘ct Testimony of Vincent Parisi in 'Dbckét’ 11-0046 (JIGS/RESA Bx. 2.0 in Docket 1 I'-004‘6)

Dircct Testimony of Jason R, Kawczynski in Docket 11-0046 (IGS/RESA Bx. 3.0 in Docket 11+

0046)
Rebuttal lestimony of William Thomes in Docket 09:0301 (Manchester Bx. 1.0 in Docket 11-

-0046)

4, RMS AND CO TIO

4,1  Bxcept for claims related o breach of the Agreemont, the Parties, including RESA, and
the affiliates of IGS, AGL Resources, Nicor Ine. and Nicor Gas shall not challenge, eppase or
raise claims inconsistont with this Agreement in any current or fture proceeding before the
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Commission or in-any collateral attack thercof or any appeal therefrom before any court, -
regulatory agency or other forum. To the extent Joint Applicants enter iuto agreements or.
stipulations with the Cotnmission Staff or any other party in Docket 11-0046 to resolve matters- .
al issue in that Docke, including matters transferved from Docket 09-0301, RESA aud'IGS agree

to not contest such agreements or stipulations,

4.2 | Inthe event that, subsequent to the effcctivenoss of this Agrcement, any material
provision of this Agreemeit Is found invalid ox unénforceablo or is overfurned or modified or
delctcd by a cotrt of the Commission o anofher fribunal, then this Agreement shall bécome void
‘on a goin g-forwatd basis fifteen days after the order or decision is entored, unless amended by
the Parlics to address such provision or o confirm the continued effectiveness of the remaining
provisions of the Agreement,

4.3  The Parties agreo that the Agreement, in its totality, is the result of compromise.

4.4  No amendment or waiver of any provision of this Agrcement, nor consent to any
departire thercfrom, shalf be effective unless the same shall be in writing and signed by all of the
Parties. Any such waiver shall be effective only in the specifie instance and for the specific
purpose for which given, '

4.5  This Agrecment shall be govorned by and interpreted in accordance with the laws of the
State of Itinois. Any disputes among the Partios régarding the enforcement of this Agreement
shall be resotved through the commencement of appropriate action in the Cireuit Court of
DuPage Connty, Hlinois, | .

4.6  'This Agreement (Including its exhibits) is entered to narrow certain issues among the.
Partics s0 48 to avoid the time; expense and uncerfainty of litigation with respect to those issies.
This Agteement and the attached exhibits (including any drafts thereof and any correspondence,
other commumicalions or discussions related thoeto) shafl not constitute, and they-shall not be
construed or interpreted to constitute, an admission of any kind by any Party with respect fo any
legal or factual 1ssue in any proccedings, appeals or issues belng addressed under this Agreement
(or the attached exhibits) or with respect to any other proceeding or dispute. This Agreement
and the attached exhibits (including any drafts thereof and any correspondence, other
cominunications or discussions related thereto) shall not be offered or entered into evidence by
any Paty In any proceeding before the Commission (other than in Dockets 11-0046 or 09-0301)

. or any other administrativo agency ot in any court, excepl in connection with prooeedmgs related

- to the performance, implemontation or enforcement of this Agreement. The matters
memorialized in thig Agreement shafl be consirued as an indivisible whole. This paragraph shall
become effective upon the execution of this Agreement by afl of the Partlies and shall remain
cffective notwithstanding any. failure of the remaining provisions of this Agreoment to becore
offective. ' ' ‘
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47 Ifany future law or regulation is enacted that any Party beheves., in good faith, has a
material impact on its rights and ¢bligations arising under this Agreement, the Partios shall meat
to discuss-what action, if any, should be taken.

4,8 ‘This agreoment ruay be executed in any number of identical counterparts, each of which
when excouted and delivered shall be original, but all such counterpirts shall constitute but one-
and the same instroment, The Parties agreo that facsimile signatures (including by fax and c-
mail) shall be sufficient as-original <;iglmlm es to demonstrate excoution of this Agreement by one

ormoye partle'% hereto,

4.9 Bach of the signatories o this Agreement represents and wavrants thiat he or she has the
right and authority to enter into this Apfeement and to bind the Party on whose Gehalf he or she
has signed, Including RBSA, and the affilistes of IGS, AGL Resources, Nicor Tne, and Nicor
Gas. : )

4,10- This Agreement (including exhibits) contains tho entire and completée agrecment of the
Parties as to the matters sot forth horoin and supersedes any and all prior agreements with respect
to those matters, :

4.11  This Agreemenit shall inurc to the benefit of and be bmdmg upon the Parties and their
respective successors and assigns.

4.12-3 Nothing in this Agreement, either expressed or implicd, is Intended or shall be interpreted
1o give or confer any rights or remedies upon or to any person or entity other than the Pacties.

IN WITNESS WHERBOF the Parties set forth thexr respectivé si gnaturcs as of thig 18th day of
May, 201 L,

Retail Lnelgy Supply Asscci atlon

By: . Gerard T, Fox
Aftorney for RRSA

Northem Hlfinois 0‘7?» ay «/ba/ Nicor Gas
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Exhibit 1
AMENDMENT TO SENATE BILL 1653
AMENDMENT NO., . Amend Senate Bill 1653 by deleting
Section 5 and inserting in lieu thereof the following:
® Section 5. The Public Utilities Act is amended by changing

Section 19-145 and by adding a new Section 19-150 as follows:

(220 ILCS 5/19-145)

Sec. 19-145, Automatic adjustment clause tariff;
uncollectibles.

(a) A gas utility shall be permitted, at its election, to
recover through an automati¢ adjustment c¢lause tariff the
incremental difference between its actual uncollectible amount
as set forth in Account 904 in the utility's most recent annual
Form 21 ILCC and the uncollectible amount included in the
utility's rates for the period reported in such annual Form 21
ILCC. The Commission may, in a proceeding to review a general
rate case filed subsequent to the effective date of the tariff
established under this Section, prospectively switch, from using
the actual uncollectible amount set forth in Account 904 to
using net write-offs in such tariff, but only if net write-offs
are also used to determine the wtility's uncollectible amount in
rates. In the event the Commission requires such a change, it
shall be made effective at the beginning of the first full
calendar year after the new rates approved in such proceeding
are first placed in effect and an adjustment shall be made, if
necessary, &t¢ ensure the change does mnot result in double-
recovery or unrecovered uncollectible amounts for any year. For
purposes of this Section, "uncollectible amount" means the
expense set forth in Account 904 of the utility's Form 21 ILCC

or cost of net write-offs as appropriate. In the event the
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utility's rates change during the period of time reported in its
most recent annual Form 21 ILCC, the uncollectible amount
included in the utility's rates during such period of time for
purposes of this Section will be a weighted average, based on
revenues earned during such period by the utility under each set
of rates, of the uncollectible amount included in the utility's
rates at the beginning of such period and at the end of such
period. This difference may either be a charge or a credit to
customers depending on whether the uncollectible amount is more
or less than the uncollectible amount then included in the
utility's rates.

(b) The tariff may be established outside the context of a
general rate case filing, and shall specify the terms of any
applicable audit. The Commission shall review and by order
approve; or approve as modified, the proposed tariff within 180
days after the date on which it is filed. Charges and credits
under the tariff shall be allocated to the appropriate customer
class or classes. In addition, customers who do not purchase

their gas supply from a gas utility and whose receivables are

not included in a purchase of receivable program under Section

19-150 shall not be charged by the utility for uncollectible

amounts associated with gas supply provided by the utility to
the utility's customers. Upon approval of the tariff, the
utility shall, based on the 2008 Form 21 ILCC, apply the
appropriate credit or charge based on the full year 2008 amounts
for the remainder of the 2010 calendar year. Starting with the
2009 Form 21 ILCC reporting period and each subsequent period,
the wutility shall apply the appropriate credit or charge over a
12-month period beginning with the June billing period and
ending with the May billing period, with the first such billing
period beginning June 2010,
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(c) The approved tariff shall provide that the utility shall
file a petition with the Commission annually, no later than
August 31st, seeking initiation of an annual review to reconcile
all amounts collected with the actual uncollectible amount in
the prior period. As part of its review, the Commission shall
verify that the utility collects no more and no less than its
actual uncollectible amocunt in each applicable Form 21 ILCC
reporting period. The Commission shall review the prudence and
reasonableness of the utility's actions to pursue minimization
and collection of uncollectibles which shall include, at a
minimum, the 6 enumerated criteria set forth in this Section.
The Commission shall determine any required adjustments and may
include suggestions for prospective changes in current
practices. Nothing in this Section or the implementing tariffs
shall affect or alter the gas utility's existing obligation to
pursue collection of uncéllectibles or the gas utility's right
to disconnect service. A utility that has in effect a tariff
authorized by this Section shall pursue minimizatioen of and
collection of uncollectibles through the following activities,
including but not limited to:

{1) identifying customers with late payments;

{2) contacting the customeré in an effort to obtain
payment;

{3) providing delinquent customers with informaticn
about possible options, including payment plans and assistance
programs;

(4) serving disconnecticon notices;

(5) implementing disconnections based on the 1level
of uncollectibles; and

(6) pursuing <collection activities based on the

level of uncollectibles.




—

LV~ B = T N - T I - VT Y

[y
[=]

[
[y

fury
(%]

fary
w

-
I

[y
15, ]

[y
[=)]

[y
~l

ot
oo

[
0

%]
[}

h
e

L
[\ 8]

™o
o

N
i

o8]
(¥, ]

28]
(=]

[\%)
~J

]
o0

N
w

w
o

w
i

[#8)
L%

ATTACHMENT A
Exhibit 1

(d) Nothing in this Section shall be construed to require a
utility to immediately disconnect service for nonpayment.

(Source: P.A. 96-33, eff. 7-10-09.)

(220 ILCS 5/1%-150 new)
Sec. 19-150. Purchase of receivables. A gas utility with

more than 100,000 customers that offers transportation service

to residential and small commercial customers shall file a

tariff pursuant to Article IX of this Act within 6 months after

the date of this amendatory Act o©f the 96th General Assembly

that provides qualifying alternative gas suppliers with the

option to have the gas utility purchase their receivables for

gas sales made to residential retail customers and small

commercial customers as those terms are defined in Section 19-

105 of this Act and that are charged on the gas utility’s bill.

For purposes of this section, a qualifying alternative gas

supplier is an alternative gas supplier that is certified under

Section 19-110 of this Act and that includes its charges for gas

sales made in a gas utility’s service area on that gas utility’s

bill pursuant to Section 19-135 of this Act. Receivables for gas

sales of qualifying alternative gas suppliers that are charged

on the gas utility’s bill shall be purchased by the gas utility

at a discount rate of one percent. The rate will include one-

half percent to be retained by the gas utility for recovery of

deemed intangible costs and neither that portion of the rate nor

the deemed intangible costs are subject to review by the

Commission. The remaining one-half percent is for recovery of

all utility costs incurred in its administration of the purchase

of receivables program (other than the deemed intangible costs

that are not subject to review by the Commission) and is subject

to periodic review by the Commission. Any portion of the one-

half percent intended for recovery of administrative costs
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{other than deemed intangible costs that are not reviewable by

the Commission) that is found by the Commission, after notice

and hearing, to be in excess of prudent and reascnable costs

shall be refunded to all customers, including customers of

qualifying alternative gas suppliers using purchase of

receivables. In making a just and reasonable determination on

the administrative costs (other than deemed intangible costs

that are not reviewable by the Commission), the Commission shall

consider the gas utility's reasonable start up costs and

administrative costs associated with the gas utility's purchase

of receivables, the impact if used by the gas utility of an

automatic adjustment clause tariff pursuant to Section 19-145 of

this Act to recover unccllectible expense, and whether the gas

utility recovers uncollectible expense from customers of

qualifying alternative gas suppliers through any of its existing

rates or charges. Reasonable start-up costs and administrative

costs associated with the gas utility's purchase of receivables

should in the first instance be recovered from qualifying

alternative gas suppliers through the utility's discount rate

assessed by the utility on those gualifying alternative gas

suppliers who have the utility purchase their receivables, In

order to prevent barriers to suppliers use of a purchase of

receivables program and ensure full cost recovery for the gas

utility in a timely manner, a portion o¢f the gas utility's

reasonable start-up costs (subject to reasonable carrying

charges as determined by the Commission) may be deferred for

later recovery from gqualifying alternative gas suppliers who

have the gas utility purchase their receivables through the

discount rate or a monthly per bill fee if such deferral 1is

deemed to be necessary by the Commission. The gas utility

retains the rights to (i) impose the same terms on retail

customers supplied by qualifying alternative gas suppliers with
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respect to credit and collection, including requests for

deposits, and {ii) disconnect the retail customers, if it does

not receive payment for its tariffed services or purchased

recelvables, in the same manner that it would be permitted to if

the retail customers purchased gas supply service from the gas

utility. The tariff filed pursuant to this Section shall permit

the gas utility to recover from retail customers any uncellected

receivables that may arise as a result of the purchase of

receivables under this Section, may alsc include other just and

reasonable terms and conditions, and shall provide for recovery

of the prudently incurred costs associated with the provision of

this service pursuant to this Section. Nothing in this Section

permits the double recovery of uncellectible expenses from

customers,

Amounts collected by the utility attributable to the one-

half percent portion of the discount rate for deemed intangible

costs shall not be used by the Commissicon to lower the base rate

revenue requirement of the utility in any subsequent rate case.

In order to limit the implications on short term debt of

the utility, a utility may choose to delay purchase of unpaid

receivables until the bill due date. OCther than for initial

implementation of the purchase of receivables program when so

choosing a utility shall remit payments to the alternative gas

suppliers no more than two business days following the due date.

Section 99, This Act takes effect upon becoming law.”




