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ANNUAL REPORT FOR MINORITY, WOMEN AND SERVICE-DISABLED
VETERAN-OWNED BUSINESS ENTERPRISES
JANUARY 1, 2009 - DECEMBER 31, 2009

The following is the “Annual Report for Minority, Women and
Service-Disabled Veteran-Owned Business Enterprises” pursuant to
the State of Maryland Public Service Commission Memorandum of
Understanding (MOU), signed on February 6, 2009. This Annual
Report is submitted for the consideration of the Maryland Public
Service Commission by Pepco, a Pepco Holdings, Inc. Company.

The results from January 1, 2009 through December 31, 2009
demonstrate that Pepco has exceeded its goals in some areas, and
continues to strive for full achievement in the areas where
improvement 1is needed. Taken as a whole, however, Pepco has
significantly exceeded the annual goals.

Diverse
Suppliers Annual Goal January - Dec
Pepco 2008 2009 Actual
Minority
Business
Enterprise 6.00% 15.35%
Women Business
Enterprise 2.00% 5.02%
Service Disabled
Veteran
Enterprise 0.001% 0.00%
Not For Profit
Workshops 0.005% 0.02%
Total 8.006% 20.39%

Pepco had total utility procurement for goods and services
totaling $232.6 million dollars from January 1 through
December 31, 2009. Direct spend to diverse suppliers totaled
$38.0 million dollars and subcontract dollars were $9.5
million dellars for a total of $47.5 million dollars or 20.39%
of diverse supplier spend to total utility procurement for
goods and services. The amounts stated are based primarily on
self-certification of diverse suppliers.

The expenses in the PHI Service Company as of December 31,
2009, were $71.1 million to prime contractors and $2.8 million
in second-tier procurement for a total of $73.9 million. A
distribution for Pepco based on estimates would be 36%.
Supplier Diversity did not allocate the $73.9 million in this
filing as it is not feasible to track individual invcices or
expense categories.



1. Participated in the following internal and external activities
(MOU §6.2.1).

INTERNAL EFFORTS

0 Supplier Diversity' management met with eighteen Directors,
Vice-Presidents and Senior Vice-Presidents of Pepco
Holdings, Inc. to a) review the sgstatus of <¢ritical
initiatives, b) report on progress toward goal attainment,
and ¢} discuss how Supplier Diversity can best keep PHI
executives and their employees informed.

0O Pepco has implemented improved processes and systems which
enhance the ability to increase total percent spend with
minority, women and service-disabled veterans. These new
processes include a new internet based system to collect
profile data from diverse suppliers, Sourcing Workflow
(described below) and a second-tier procurement tracking
and reporting system also described below.

0 Provided training to Strategic Sourcing managers on the new
second-tier spend tracking and reporting system.

0 Provided training to employees on the use of a new internal
directory of diverse suppliers.

O Participated in the development and training of a new

internal system, “Sourcing Workflow”, which auvtomates
tracking of the procurement process from requisition to
contract. This system includes all requisitions wvalued
over $100,000 and engages all contract stakeholders. A

system notification is sgent to all stakeholders when the
requisition is posted allowing Supplier Diversity staff
time for review and inclusion of diverse suppliers to the
candidate bidder pool.

U Supplier Diversity is an active member of the Advanced
Meter Infrastructure (AMI) Core Team for installation, the
Mid-Atlantic Power Pathway (MAPP)} Support Team and other
demand-side management programs. Pepco 1is making strong
progress in the identification and qualification of diverse
suppliers for major projects including AMI, MAPP and
Demand-Side management projects and has identified hundreds
of contractors for possible inclusion in the project
contract requirements. Supplier Diversity works with the

' The term “Supplier Diversity,” when capitalized, refers to a functional department within PHI. The term “supplier
diversity,” when not capitalized, refers to the general topic area.
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MAPP planners and Government Affairs personnel to conduct
educational meetings for diverse business advocacy
organizations.

Revised language in the requisition and contract terms and
conditions to more strongly state the Company’s commitment
to expanding opportunities for inclusion of diverse
suppliers.

All Pepco employees are required annually to complete with
100% accuracy the Corporate Business Policies Certilication
which includes the Corporate Supplier Diversity policy.

Monthly supplier spend reports are posted on the internal
Supplier Diversity intranet site which is open to all
employees and is used routinely to update balanced score
card progress toward diversge supplier goals.

EXTERNAL EFFORTS

The AMI contract was awarded in April 2009 for the
installation of 1.9 million meters to a woman business
enterprise, Scope Services. The estimated contract wvalue
is $37 million. Deployment has begun in the Delmarva
region. The project has received approval in the DC region
and is pending approval in the Maryland.

Throughout 2009 hosted meetings of the PC-16 Working Group
on the Memorandum of Understanding signed February 6, 2009.

Attended all meetings and actively participated in Maryland

Utility Forum on Supplier Diversity. Major accomplio.shments
included:
= Submitted consistent Interim Reports, working with

Commission staff to wunderstand and clarify the
reporting parameters prior to submission.

. Identified major spend categories.
= Identified major construction projects.
. Shared vendor database information and 2nd tier

reporting and tracking information.

- Brainstormed business development needs and supplier
capacity issues.



= Defined Direct vs. Indirect Spend for 2nd tier

reporting.

. Compiled a comprehensive list of the Utility Forum
member’s material and service commodities and
identified corresponding 3-digit NAICE code

classification, c¢reating standardized NAICS code
spend classifications.

= Established a T“shared site” for posting documents
and calendars.

= Submitted a joint Utility Forum response to the
Interim Issues Identified by
Staff.

O Actively participated in and supported local, regicnal and
natiocnal diverse business advocacy organizations. Attended
conferences and seminars, participated as panelists,
provided workshops and conducted one-on-one interviews with
diverse suppliers and educated suppliers about Pepco’s
procurement opportunities, processes and practices working
with the following organizations

* The National Minority Supplier Development
Council

* The MD/DC and Minority Supplier Development
Council

* PA/NJ/DE Minority Supplier Development Couricil

* Women’s Business Enterprise National Council

* Women President’'s Education Organization

" Women Business Enterprise Council

" The Elite Service-Disabled Veterans Organization

"= The Edison Electric Institute Supplier Diversity

Committee

" State of Maryland MBE University

* Maryland Washington Minority Contractor’s
Association

0 Provided information about Pepco’s Mid-Atlantic Power
Pathway (MAPP) and potential contracting opportunities at a
meeting of the Southern MD Consortium of African American
Organizations. Presentations were delivered to small,
local and minority businesses in Prince Georges’ County
Maryland invited by the Economic Development Corporation
Small Business Initiative, about MAPP and other general
construction projects and conducted one-on-one matchmaker
sessions.



0 External recognition for the Company’s Supplier Diversity
efforts from January 1, 2009 through December 31, 2009
includes:

* Letter of commendation from Representative Chris
Van Hollen, 8th District, Maryland for corporate
and personal commitment to Supplier Diversity

" "Best Diversity Company 2009”7 Diversity/Careers
in Engineering & Information Technology

* 2009 Innovation Award by EEI Supplier Diversity
Committee for displaying a Supplier Diversity
model worthy of emulation by other utilities

" Women's Enterprise USA's "Champions: “A Cocrporate
Who's Who For WBEs"

" Black Enterprise Magazine "“40 Best Companies for
Diversity”

* Black ECE Journal “2009 Top Supplier Diversity
Program”

* Maryland Washington Minority Contractor’s
Association "Most Inclusive Utility Company of

the Year for Minority Business Enterprise”

0 Supplier Diversity also provided interviews to the
Washington Post, the Daily Record, Capital PR News and a
radio interview on WOL AM on the signing of the Memorandum
of Understanding signed February 6, 2009.

0O Supplier Diversity advertised in local, regional and
national publications during 2009. The publications
receiving advertisement placements from January 1, 2009
through December 31, 2009 include Diversity Careers énd
Engineering, the Baltimore Daily Record, MBE News US4, EEI
Perspectives, Minorities and Women 1in Business, Womern'’s
Enterprise, SBA Resource Guide and Veteran’s Business
Journal.

2. See Attachment A-1, A-2, A-3 for a summary of total Diverse

Supplier spend, with breakdowns by targeted groups, compared
with total Utility deollars spent of goods and services (MOU
§6.2.2) .

. See Attachment B in the Annual Report, identified as
“"CONFIDENTIAL,” for the itemization of the Diverse Supplier
program expenses including salaries, outreach etc., compared
with total Utility dollars spent on general and administrative
expenses. (MOU §6.2.3).



4. Pepco exceeded the annual goal of 8.006% attaining actual
diverse spend of 20.39%. The decllars reported are actual
spend for both first and second-tier procurement.

The second-tier reporting system, launched during 2009, has
been successful in prime identification and inclusion of
diverse suppliers. Prime suppliers are eager to provide spend
and to include their commitment to diverse inclusion in the
contract process.

In 2009, Pepco relied on self-certification of both prime
contractor and second-tier contractors. During 2010, new
requirements include third party certification and re-entry of
supplier ownership data with posted copies of the ownership
certification. A certification review is also being conducted
for second-tier suppliers by AECS of USA. Pepco is working
closely with diverse suppliers that do not currently have
ownership certification to assist them in finding third party
certifiers and answering their concerns about the process

Pepco has an aggressive approach to inclusion of diverse
suppliers including the internal Sourcing Workflow system
which tracks the procurement process from requisition to
contract and provides Supplier Diversity time to assure
inclusion of diverse suppliers in the bidder pool.

The largest success 1in 2009 for a diverse supplier in a non-
traditional procurement is the award of the smart meter
installation contract to a woman-owned business, Scope
Services. Another notable success is the award of a new
company-wide wellness program contract to a woman-owned
Maryland based business.

Supplier Diversity, Strategic Socurcing and major operating
departments continue to analyze the material group codes
identified as having no competitive opportunity.

A particularly difficult area is in the procurement of
distribution transformers. The State of Maryland regulated
formula for the procurement of distribution transformers is
based on total cost of ownership. The current formula does
not take into consideration the intangible benefit to
procurement from diverse suppliers or suppliers within the
United States.

Another challenge 1is equipment warranties requiring
procurement of original equipment manufacturer parts to
maintain the warranty which eliminates competition.
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The availability of interested third party certified Service
Disabled Veterans is currently limited despite active
involvement and membership in The Elite Service-Disabled
Veteran’s Organization and as a result has affected our
ability to meet our SDVOB goals (MOU §6.2.4).

5. Prime contractors for both material and services utilized
Diverse Supplier subcontractors. Diverse Supplier
subcontractors participated in prime contractor procurement of
services and equipment such as employment services,
distribution equipment, safety equipment, underground
construction, safety systems, electrical and electro-
mechanical equipment, sanitation services, trucking services,
call center, line hardware, distribution transformers and
electrical equipment (MOU §6.2.5)

6. There were no Diverse Supplier procurement-related complaints
reported directly to Pepco during the 2009 reporting year, see
Attachment C (MOU §6.2.6).

7. 1If Pepco were to receive a complaint or concern regarding
Diverse Supplier procurement-related issues or concern, the
Director for Strategic Sourcing would be notified to follow-up
and address the complaint (MOU §6.2.7).

8. See Attachment D for list of Diverse Suppliers that received
payment for 2009 contract services, the NAICS Cocde(s) for the
services provided, and the dollar amount paid to the vendors
{MOU §6.2.8) .

9. Further description of efforts made to recruit Diverse
Suppliers of products or services in NAICS Code Categories
where Diverse Supplier utilization has been low (MOU §6.2.9).

The number of Service Disabled Veterans Owned Business (SDVOB)
qualified and registered to provide services and/or materials
to Pepco is limited, thereby, resulting in Pepco’s inability
to meet the 2009 SDVOB goal of 0.001%. Pepco has met wi.th
representatives of The Elite Service Disabled Veteran Owned
Business Network on several occasions to discuss the
qualifications of several SDVOB’s, however to date these
efforts have not resulted in contracts. Pepco also attended
the 6" Annual National Convention of The Elite Service
Disabled Veteran Owned Business Network in Colorado Springs,
Colorado in August 2009. The conference was well attencded and
Pepco identified several suppliers for potential opportunities
which we continue to pursue (MOU §6.2.9).
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