Gas Supply Requirements
Beginning April 1, 2004

SELLER Qualifications Proposal Requirements

· The State of Michigan, Department of Management and Budget, Acquisition Services (State) seeks to purchase approximately 3 Bcf annually of gas to be delivered to various utility service territories with the state beginning April 1, 2004.  During the term of the gas supply contract, other state agencies have the option to join the supply package.  The State of Michigan and the universities throughout the state have created a Task Force to cooperatively purchase energy.  As existing university gas supply contracts expire, the universities have the option of purchasing gas supply needs utilizing the gas contracts awarded in response to this solicitation. 

· Contracts will be awarded for full requirements except for the Consumers Energy Company (CEC) service territory.  The State currently purchases high Btu landfill gas that is delivered to CEC and the State anticipates continuing this business relationship.  The average daily delivery volume is 600 MMBtu per day. 

· One-year contracts for each service area will be awarded with an optional two additional one-year contract extensions.  

· The service territory gas needs are as follows:


1.80 Bcf for Consumers Energy


0.80 Bcf for DTE Energy (Michigan Consolidated Gas)


0.18 Bcf for Acquila Networks-MGU


0.26 Bcf for SEMCO (serviced by Northern Natural and ANR Pipeline) 

· The Seller will be required to provide the following services:  forecasting, nominating, and balancing.  A Commodity Fee will be paid for the gas supply and services.

· The Qualified Sellers will be sent price bid documents to submit price quotes.  By submitting price quotes, the Qualified Seller will be required to sign the bid document in acknowledgement of the State of Michigan BASE CONTRACT FOR SHORT-TERM SALE AND PURCHASE OF NATURAL GAS and the incorporated exhibits.

· Initially, gas supply pricing will be based on a fixed fee above or below a designated published index.  After a contract is awarded, the State will work with the contractor to secure gas supply pricing based on a mixture of NYMEX and Gas Daily indexes, including capped prices, basis prices, and index prices, as well as a portion purchased on the spot market.

Section 1:
The Process

Completed Qualification Packages are due Wednesday, January 7, 2004 by 3:00 P.M. EST.

Qualified Vendors will be notified verbally (followed by written confirmation) by January 15, 2004.

A pre-price bid meeting with Qualified Vendors will occur on approximately January 21, 2004.  A Price Quote package will consist of (1) the Price Quote Form (Exhibit E) and (2) a table of the monthly historical usage for each utility grouping identified on the Price Quote Form.  The details for submitting the price quotes (that is time, date, and format) will be clearly defined in the package.

The Price Quotes will be reviewed in minutes and the contracts awarded for the various utility groupings within one (1) hour. The submission of the Price Quotes and the award of the various contracts are scheduled to be completed no later than March 1, 2004 with the first day of gas flow on April 1, 2004.

With the award of the contracts, the State is basically creating a partnership with a Seller for each utility grouping.  With the team of the State’s Acquisitions Services Department, the State’s Energy Consultant, and the Seller, the State desires to then develop a purchasing strategy that provides some risk management in terms of the price volatility that exists in the natural gas market.  The Seller could be ask to purchase some fixed price gas for the State, some price caps and or collars for the State as just a few examples of the risk management tools to be considered.  Historically the State has had 10 – 15 confirmed transactions for purchasing winter gas supply rather than purchasing said gas volumes based strictly on a published index.  

Section 2:
Seller Qualifications Proposal
A Seller response shall consist of a Transmittal Letter and a Seller Qualifications Proposal.  Sellers are to submit an original letter and 7 (seven) copies of the Seller Qualifications Proposal.  The format and content of a response shall be as follows:

1. 
Transmittal Letter
A person authorized to bind the proposed Seller shall sign the transmittal cover letter.  If the proposed Seller:


(a)  Is a corporation the transmittal letter shall be signed by a corporate officer (or other person authorized by a duly adopted board of directors resolution or delegation to the individual signing) indicating the individual signing is authorized to bind the corporation; or


(b)  Is a Limited Liability Partnership (LLP), the General Partner of the LLP shall sign the transmittal letter; or


(c)  Is a Limited Liability Company, the transmittal letter shall be signed by the manager if the LLC is non-owner managed or by a member if member managed; or 


(d)  Is a general partnership or is a joint venture; the transmittal letter shall be signed by a general partner or venture partner.

If any of the above are corporations (i.e., if a Corporate General Partner), then the authorization is as specified for any corporation.  For any forms of entity other than a corporation, the Seller should provide documentation describing the nature of the entity confirming the ability of the person signing to bind the proposed Seller.  The name and title of the individual signing the Transmittal Letter must be typed immediately below the signature, as in the following example:


SIGNATURE:  ______________________________________


TYPED NAME:  ____________________________________


TITLE:  ____________________________________________


COMPANY:  ________________________________________

The Transmittal Letter must include a statement of the Seller’s acceptance of the State of Michigan’s BASE CONTRACT FOR SHORT-TERM SALE AND PURCHASE OF NATURAL GAS with its accompanying exhibits.

2.
Details For the Seller Qualifications Proposal Package 

The Seller must complete and submit the information requested in the Seller Qualifications Proposal (see the attached form).  The Seller may provide additional written information to discuss, support and document Seller’s qualifications.  It is recommended that Sellers submit more than the minimum required references to ensure that the reviewers have adequate reference confirmations. The package also needs to include information that demonstrates the organization’s ability to purchase risk management tools in the marketplace. 

3.
Pre Bid Meeting
A pre-bid meeting is not scheduled.  Questions from vendors regarding this Qualification Proposal Requirement must be submitted to the buyer, in writing, and must arrive in Acquisition Services not later than seven (7) State business days prior to the bid due date.  Written answers to questions that change or substantially clarify the ITB will be issued as an addendum and will be provided to all prospective bidders.  Acquisition Services will respond to telephone inquiries or visitations by bidders or their representatives.  Acquisition Services does not commit to answering questions received during the last seven (7) State business days prior to the due date.

Section 3:
Response Submittal
Seller Qualifications Proposal Package must be received at the following address no later than 3:00 PM EST, Wednesday, January 7, 2004.



State of Michigan



Department of Management & Budget



Acquisition Services



2nd Floor, Stevens T Mason Building



530 West Allegan Street



Lansing, Michigan 48933



Attn:  Jim Konrad, Director Tactical Purchasing



Telephone:
517-373-0315



Fax:

517-335-0046



E-mail:
Konradj@michigan.gov

The Seller Qualifications Proposal Package may be mailed, hand-delivered, e-mailed, or delivered via fax.  However, if electronic transmission is used, a signed original of the transmittal letter must be received no later than Wednesday, January 7, 2004 at 3:00 PM EST or the Proposal will be disqualified.  Timely receipt of Proposals by Acquisitions Services is the sole responsibility of the Seller.  Any Seller Qualifications Proposal package received after the deadline will not be accepted.

Section 4:
Selection Criteria

The selection process is established to identify those Sellers that can satisfy both the experience and financial requirements of the State.

Each contractor will be rated with either a Pass or Fail designation.  Those Sellers that are determined to be qualified will be notified by approximately January 15, 2004.
The following information will be considered in determining the acceptability of a vendor:

(a)  18 months experience in the Michigan area with customers of similar size and load pattern as the State gas program

(b)  Financial strength to support two months winter usage at current market rates

(c) Acceptance of the State’s BASE CONTRACT FOR SHORT-TERM SALE AND PURCHASE OF NATURAL GAS and its incorporated exhibits

(d) Demonstrate the ability to purchase risk management tools  

QUICK PAYMENT TERMS

The State of Michigan is interested in payment terms that reflect cost savings to the State based on an accelerated payment process.  Bidders shall discuss quick payment terms that they are offering to the State (i.e. _____% discount off invoice if paid within _____ days).  This will be one factor considered in a best value award decision.

STATE OF MICHIGAN

GAS SELLER QUALIFICATIONS PROPOSAL 
Company:  _________________________________________________________

Address:  __________________________________________________________

Contact Person: _____________________________________________________

Title: ______________________________Telephone:  ______________________

FAX: _________________________ E-Mail: ______________________________

I.  Business Portion of the Seller Qualifications Proposal

Please provide documentation and references to establish that during the past eighteen months, Seller supplied at least 1.5 BCF annually to customer(s) in Michigan and was responsible for the nominations and scheduling of said gas volumes.  Ideally, the State would like to see customers in all the utility service territories.  The State wants to establish that servicing their load requirements lies within your proven business capabilities, your experience moving gas volumes into the Michigan market place, and dealings with our local utility companies.  Provide evidence of your ability to meet the above requirements and provide references necessary to make an independent confirmation of all aspects of these requirements.  References should include the specifics of service, including volumes, to that customer and full contact information.

Customer Name: ______________________________________________________ 

Contact Person: _______________________________________________________

Telephone: (_____)_____________________________________________________

LDC Service Area: _____________________________________________________

Gas service provided from (month/year): _______________ to: __________________

Gas volume provided: ________________________ MMBtu/year (approximations or ranges acceptable)

Please provide sufficient references so that the State can verify your claims promptly -redundant references are a wise precaution.

If the Seller organization consists of independent organizations working together, please describe the component organizations.

II.  Financial Portion of the Seller Qualification Proposal 

The State requests information and references that will demonstrate the Seller’s financial resources and stability, and provide evidence of the Seller’s ability to fulfill all obligations.

Please provide the following:


(1)  Seller's most recent audited financial statements accompanied by a copy of the opinion letter from the Seller's independent Certified Public Accountant.  If Seller does not have audited financial statements, please provide the most recent unaudited financial statements accompanied by a certificate from the Chief Financial Officer of Seller that the statements are true and correct in all material respects; and


(2)  For a quarter ending after the date of the financial statements provided above, please provide the Seller's most recent quarterly financial statements, accompanied by a certificate from the Chief Financial Officer of Seller that the statements are true and correct in all material respects; and

(3)  Credit reports regarding the Seller's financial condition as issued by Standard and Poors Corporation, Moody's Investors Service, or Duff & Phelps, if any are available; and

(4)  If the Seller has had any litigation or arbitrations with end-use customers relating to the sale of gas or associated with gas service to end-use customers, for each, please identify the customer, the court or location of the arbitration and case numbers, and provide information on the nature of the dispute and result; and

(5)  Any other information that shows evidence of the Seller's financial condition and capability to perform  - in particular the financial strength and knowledge to purchase risk management tools; and

(6)  Vendor must specifically indicate that they have reviewed and are willing to accept the State’s standard terms and conditions that are included in this packet.

