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POL 2.2 Q. In response to POL 1.2, the Company lists several actions taken to
reduce gas supply costs.  Please describe these in more detail and explain
how each of these actions led to reductions in gas supply costs.  Please
rank them in importance to generating savings under the GCPP.

POL 2.2 A. The Company responds to this question below, but preserves the
objection that this question seeks information that is speculative,
irrelevant, beyond the scope of this proceeding and unduly burdensome
to produce.  The basis for the Company’s objection to this question is the
same as that identified in response to question POL 2.1.  Without
waiving this objection, the Company provides as follows:

More detailed and comprehensive planning processes for monthly and
daily activity.
While Nicor Gas has always done monthly and daily planning activities
to properly manage its system and ensure reliability, the GCPP increased
the level of detail required to make these decisions.  Additional
information now utilized is a daily and rest-of-month estimate of sales
and storage activity.  This allows expected sales and storage positions to
be tracked relative to the initial monthly set up to allow operational and
financial decisions.

Tested operational flexibility boundaries.
The timing of injections and withdrawals were shifted to maximize
anticipated savings and test operational abilities.  For example, injections
during the summer 2001, were much earlier in the season than seen
traditionally.  Also, withdrawal patterns were changed during the
November/December time period of each year from what had
traditionally been done.  In 2000, withdrawals were increased
significantly due to the extremely cold weather and resulting market
conditions while they were decreased in 2001 as a result of the extremely
warm weather and resulting market conditions.

Increased sales to off-system customers.
In an effort to optimize transportation assets as well as manage market
volatility and operational needs, more sales for resale were made.

Implemented various hedging strategies utilizing financial tools.
See response to POL 1.13.

Entered into partnership arrangements for storage and transportation.
Partners were contracted with to help manage our storage and
transportation assets.  These partners helped with thought processes,



market analysis, financial tool utilization and decision making regarding
optimization of these assets.

Added staff.
In preparation for the PBR, two additional positions were added to the
Gas Purchasing department.  These positions’ responsibilities were to
focus specifically on the GCPP, including working with the
transportation and storage partners, optimizing storage and transportation
assets with the use of risk management tools, and tracking the strategies
and tools utilized.  In addition, Gas Accounting added two positions.

Implemented employee incentive program.
See response to POL 2.3.

Because the GCPP is a comprehensive benchmark, all of the above
actions were taken toward the overall goal of reducing gas costs.  Just as
the transportation and storage assets were utilized in conjunction with the
commodity purchasing decisions to achieve an overall reduction in gas
costs, so too were the above actions utilized in an interconnected manner.
All of them are viewed as important toward achieving lower gas costs.


