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Q. Please state your name. 1 

A. Jeffrey Metz 2 

Q. By whom are  you employed? 3 

A. I am Vice President and Controller of Nicor, Inc. and Nicor Gas Company (“Nicor Gas” 4 

or “the Company”).  My business office is located at 1844 West Ferry Road, Naperville, 5 

Illinois. 6 

Q. How long have you worked for the Company? 7 

A. Since 1981. 8 

Q. Please describe your education and qualifications. 9 

A. I hold a Bachelor’s degree in accounting from St. Joseph’s College and am a certified 10 

public accountant.  Before starting at Nicor I worked for nearly six years in public 11 

accounting. 12 

Q. What is the purpose of your testimony? 13 

A. My testimony will address certain matters in the rebuttal testimonies of Messrs. Zuraski, 14 

Maple, and Mierzwa.  In particular, I will respond to their testimony regarding the 15 

Inventory Value Team Report (“IVTR”), as well as my understanding of the Company’s 16 

actions during the pendency of the Illinois Commerce Commission (“Commission”) 17 

proceeding evaluating Nicor Gas’ proposed Gas Cost Performance Plan (“GCPP”). 18 

Q. What was your position at the Company in 1998? 19 

A. I was Director of Management Accounting.  In that role, I was responsible for a number 20 

of departments, including budgeting, forecasting, and gas supply accounting. 21 
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Q. Being responsible for gas supply accounting, were you involved in decisions 22 

involving the purchase and sale of natural gas on behalf of the Company? 23 

A. No.  I was responsible for the accounting of such transactions.  The Supply Department 24 

was responsible for the decisions concerning the purchase and sale of natural gas. 25 

Q. Please explain how the Company accounts for its gas inventory. 26 

A. Nicor Gas uses the last-in-first-out (“LIFO”) method to account for its gas inventory and 27 

has used this method for decades.  Under the LIFO method, the Company determines its 28 

inventory volumes as of December 31st of each year.  If there is an increase in volumes as 29 

compared to the prior year, we add a new layer of inventory priced at the weighted 30 

average cost of purchases for the entire year.  Conversely, if there is a decrease in volume 31 

we reduce the cost of inventory on our books, removing the most recently added LIFO 32 

layers.  For interim periods we record amounts reflecting estimates of projected year-end 33 

volumes and average annual prices.  The annual change in gas inventory, both in volume 34 

and in value, is reported every year to the Commission through the filing of the 35 

Company’s Annual Report.  In addition, because changes in gas inventory impacts the 36 

actual cost of gas charged to customers, Nicor Gas’ gas inventory has presumably for 37 

decades been subject to review by Staff during the Commission’s annual purchased gas 38 

adjustment (“PGA”) reconciliation proceedings. 39 

Q. What was the Inventory Value Team? 40 

A. The Inventory Value Team (“IVT”) was assembled in mid-1998 and consisted of various 41 

Nicor Gas personnel.  The IVT was created to compare the market value of the 42 
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Company’s gas inventory to the value reflected on Nicor Gas’ books and then evaluate 43 

whether and how Nicor Gas could realize value from this Company-owned asset. 44 

Q. What was the IVTR? 45 

A. The IVTR was the work product produced by the IVT.  The IVTR identified the potential 46 

value of the gas inventory on the Company’s books and considered ways to capture that 47 

value. 48 

Q. In their respective rebuttal testimonies, Messrs. Zuraski, Maple, and Mierzwa each 49 

claim that the IVTR, directly or indirectly, calculates how Nicor Gas may profit 50 

under the GCPP.  Do you agree? 51 

A. No.  The focus of the IVTR is on the value of the Company’s inventory and how the 52 

Company might be able to access some of this value; it did not examine the extent to 53 

which the company may actually profit under the GCPP.  The particulars surrounding the 54 

GCPP proposed to the Commission in 1999 were not developed until after the IVTR was 55 

completed.  Indeed, the IVTR contains no discussion whatsoever of the extent to which 56 

the Company may profit under the GCPP.  In addition, as a result of the comprehensive 57 

nature of the GCPP, many other factors besides inventory levels impacted the Company’s 58 

performance under the GCPP.  None of these other factors were analyzed in any detail by 59 

the IVRT.  Without this additional analysis it would have been impossible for the IVTR 60 

to assess the extent to which the Company would profit under the GCPP. 61 

Q. The Staff and Intervener witnesses, in their rebuttal testimony, assert that the 62 

Company withheld the IVTR in response to CUB DR 27 in ICC Docket 99-0127.  63 

Please comment. 64 
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A. I do not believe that the IVTR is responsive to CUB DR 27.  CUB DR 27 asks for any 65 

materials “which examine the extent to which the Company may profit” under the 66 

proposed GCPP or which “discuss the profit potential” of the GCPP.  The IVTR was 67 

prepared prior to the development of the filed GCPP and does not attempt to quantify, in 68 

any way, the extent to which  the Company may profit under the GCPP.  The fact that it 69 

quantifies the difference between market and book value of the Company’s inventory is 70 

not the same as quantifying profit potential.  71 

Q. On page 8 of Mr. Maple’s rebuttal testimony, he argues that a footnote found in a 72 

memo you authored on August 4, 2000 serves to corroborate his conclusion that the 73 

Company sought to withhold from Staff information concerning an anticipated 74 

LIFO decrement.  Please comment. 75 

A. I disagree with Mr. Maple.  First, the footnote upon which he relies does not state that the 76 

Company should withhold or conceal anything from Staff.  The memo uses the term 77 

“highlight” which was used to mean emphasize or center attention on.   78 

Second, in ICC Docket No. 99-0127, Nicor Gas proposed no change in the manner in 79 

which it accounts for gas costs, including the use of the LIFO method of accounting for 80 

determining the value of its gas inventory.  Consequently, when the GCPP was 81 

implemented, the Company continued to record its inventory in a manner completely 82 

consistent with prior practice. 83 

 Third, the quarterly reports referred to in the memo were entirely voluntary, with no 84 

prescribed format.  It was left to the Company to decide whether and how to inform Staff 85 

of its estimated interim performance. 86 
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 Finally, this memo was to my personal file.  It was not intended to be distributed and 87 

directs no action or inaction by anyone.  Further, I do not recall being involved with any 88 

quarterly reporting to the ICC after the second quarter of 2000.    89 

Q. On page 5 of Mr. Zuraski’s rebuttal testimony, he claims  that the rationale for the 90 

Company’s IMD transaction in December 1999 was to eliminate two high cost 91 

storage layers of inventory to allow for the withdrawal of low cost layers in 92 

subsequent years.  Please comment. 93 

A. I disagree with Mr. Zuraski.  I attended a meeting on December 8, 1999, at which the 94 

participants discussed the proposed sale of gas inventory to IMD.  My understanding of 95 

the purpose of the meeting was to assess whether customers would be harmed by the 96 

transaction taking place in December 1999.  Further, my understanding of the purpose of 97 

the transaction was to allow a third party to manage the gas and storage to optimize their 98 

value.  This value would benefit customers through a reduction in future gas costs.  I do 99 

not recall that at anytime during the meeting any discussion that the purpose of the sale 100 

was to access the lower cost layers for purposes of the GCPP.  To the contrary, there was 101 

a concern that it might be perceived that this was the purpose.  When I left the meeting 102 

that day, I believed that customers would not be harmed, assuming normal weather for 103 

the remainder of the year. 104 

Q. Does this conclude your testimony? 105 

A. Yes. 106 


