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REQUEST NO. AG 6.03: 

At page 18 of his PGL Direct Testimony, Mr. Borgard states, ' W i l e  the Company believes 
mat consenration should be encouraged, it cannot continue to absorb the related margin 
revenue losses. These losses threaten the ability to continue to provide safe, adequab 
and reliable service to all customers." Please respond to the following: 

a) Confirm that under traditional regulation that has applied to PGL and to NS, the 
Company has "absorbed" any margin revenue losses arising from COnSerVatiOn that 
have occurred between rate cases. 
If your response to part (a) is anything but an unquallfled confirmation, please 
emlain and provide supporting calculations and documentation associated with 
your response for  PGL and NS. 
State with specificity each changed circumstance that has occurred, which Mr. 
Borgard or the Company believes now makes It imposslble for PGL or NS to 
"continue to absorb the related margin revenue losses.' 
Has the Company prepared any long term financial forecasts or other studies for 
PGL or for NS to support its conclusion that, "These losses threaten the ability to 
continue to provide safe, adequate and reliable service to all customers"? 
If your response to part (d) is affirmative, please state all assumptlons made and 
provide complete copies of all studies, reports, analyses, projections, workpapers 
and other documents associated with your response. 

b) 

c) 

d )  

e) 

RESPONSE 

Under traditional regulation that has applied to Peoples Gas and North Shore, the 
Companies have "absorbed" margin losses that have occurred behveen fate cases 
due to several factors, including conservation. As stated in Mr. Feingold's direct 
testimony (Peoples Gas E x  RAF-1 .O, Pages 20-21, Lines 410-412), "Peoples Gas 
incurred margin revenue losses in nine years of the 10 Year Period (1997-2006). 
The total margin revenue losses during that period amounted to approximately $312 
mlllion.' North Shore's "total margin losses during that period amounted to 
approximately $33 million." (North Shore Ex. R A F  1.0, Page 19. Lines 41W11) 
See response to a). 
As stated in Mr. Borgard's direct testimony (Peoples Gas Ex LTB 1.0, Page 17, 
Lines 378-380 and North Shore Ex.LTB 1.0, Page 16, Lines 339343) there are five 
major circumstances (challenges) that have occurred that negatively impacted the 
Companies' ability to earn its approved margin revenues: "(1) weather trending 
warmer, (2) reduced consumption per customer, (3) a volatile and high gas price 
environment. (4) ongoing cost of doing business in an snvironqent of rising costs 
and capital expenditures ... ; and (5) a need to balance the Company's recovely of 
its mostly fixed costs and customers' desire for low and stable bills.". 


