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Q. Can you summarize the reasons for the greatly reduced storage cycle in 2001, with its 1 

adverse consequences to customers? 2 

A. Yes.  Following is a re-cap of what happened in late 2000 and early 2001 and the 3 

consequences to customers of the Company’s actions in that time frame. 4 

• As of December 31, 2000, Nicor had 72 million MMBtu’s of accessible gas in 5 

storage.  This was about 29 million MMBtu’s less than the accessible storage gas 6 

inventory two years earlier.  The main reason for this appears to be the intentional 7 

effort by the Company to deplete the storage inventory to access the older LIFO 8 

layers of gas and capture one-half of the difference between the cost of that gas and 9 

its current market value for shareholders.  The Company attributes the low level of 10 

inventory at December 31, 2000 to the “large quantities of gas” withdrawn in 11 

November and December 2000 (Lenart, page 21).  However, the level of 12 

withdrawals in December 2000 was approximately the same as the level of 13 

withdrawals in the years 1994 – 1999, despite the fact that December 2000 was 14 

significantly colder than normal.  The level of withdrawals in November was well 15 

above normal (about 11.8 million MMBtu’s greater than the average for the years 16 

1994-1998), but that can be explained by the Company’s efforts to access of the 17 

low cost LIFO layers (and possibly by efforts to take advantage of the inverted SCR 18 

to boost the 2000 Benchmark) as much as by the factors sited in Mr. Lenart’s 19 

testimony. 20 

• Concerned about its ability to service ratepayers for the remainder of the winter, 21 

Nicor obligated itself to purchase flowing gas at FOM prices in January.  Absent 22 

the depleted condition of its inventory as of the end of 2000, it seems unlikely that 23 
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