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RE: 06-0744 Order recommendations
Chief Clerk:

After receiving the order on the 2006 PGA Annual Reconciliation of Gas
Purchases, Consumers has reviewed the invoicing in detail to the gas purchases and finds
that our supplier has indeed caused some confusion as to monthly gas purchasing and the
purchasing of gas for storage. This problem has been addressed with the gas marketer,
Utility Gas Management (UGM), and in the future all gas will be billed individually as to
the meter at which the gas was received. The company believes this should satisfy all
problems arising with the invoicing of gas purchases.

As to the recommendation for Consumers to develop an RFP process it is
important to note that while Consumers may not have communicated its past practices
clearly regarding gas purchases, it has pursued purchases via requests directed to
suppliers who have supply capability via Texas Eastern Transmission Company
(TETCO) at the TETCO M-1 30” pool. Based on Consumers current financials it is
difficult to obtain credit via suppliers. Two specific suppliers who were approached
regarding potentially supplying Consumers were Southwestern Energy and NJR
Resources. Both are active reputable supplies on TETCQ. Both suppliers upon review of
Consumers’ financials granted zero credit for 60 days exposure for gas supply purchases.
While Consumers financial situation is improving, it will take some time to improve
financially to the point where other suppliers will grant credit to them for supply
purchases. To pursue a formal RFP would not improve Consumers purchasing practices
and could in fact cause great harm to Consumers purchasing practices by forcing
Consumers to repay for its gas and storage gas requirements with potential suppliers
beyond the financial limits of Consumers causing further harm to Consumers financial
situation.

A major contributing factor to Consumers obtaining credit is out of Consumers
contro! and it directly related to the financial condition of the State of Ilfinois. Due to the
State’s economic situation, credit managers are limiting their liability to entities operating



within the State of Illinois and other states similarly situated financially. While we don’t
find the applicability of those credit constraints in warranted it is in fact occurring.
Therefore, suppliers are placing added scrutiny on financials of entities further
complicating Consumers obtaining adequate credit capability for its supply and storage
purchases.

What Consumers has been able to accomplish is to increase its credit exposure
with its primary supplier, Shell Energy North America UA, L.P. (Shell). That credit limit
was increased only via its prompt payment of continued supply and storage purchases
throughout its supply purchase history. Consumers was able to get credit increased from
$250,000 to $300,000 for 60 days credit exposure. This would not have been possible
without consistent and continued prompt payment for purchases. Given the current
economic climate it is difficult to find suppliers willing to grant any credit, but
Consumers was able to find on supplier, CIMA Energy LTD. (CIMA) who would grant
them credit. CIMA has granted Consumers $250,000 in 60 days credit exposure.
Consumers currently alternates supply and storage purchases between both entities in
order to avoid prepays that would be further detrimental to Consumers financial
condition. Purchasing via this method will likely cause Consumers to exceed the
combined credit limit $550,000 once storage purchases are made. At that point
Consumers will have to prepay some purchases in order to meet its storage purchase
needs for the upcoming winter. As Consumers financial situation improves over the next
couple years additional supply options and capabilities can and will be pursued. As an
added note, most suppliers will only review full year audited financials. As such,
Consumers will be reliant upon the 2010 full year financials until such point that 2011
full year audited financials are available which will likely be no earlier than April 1,
2012.

To conclude, Consumers would like to assure the Commission that the company
wishes to comply with the recommendations that have been presented in the Final Order
relating to the 2006 PGA reconciliation.

Respectfully yours,

CONSUMERS GAS COMPANY

J. Glenn Robinson, President
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