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Greonsburg, PA 15601
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Jeffray P. Trout Telephone: 724-836-6621
Fax: 234-678-2370

March 27, 2013

VIA FEDEX NEXT DAY

David J. Collins, Executive Secretary
Public Service Commission of Maryland
William Donald Schaefer Tower

6 St. Paul Street, 16" Floor

Baltimore, MD 21202

Re: The Potomac Edison Company 2012 Annual Report as required by
The Memorandum of Understanding dated February 6, 2009 (PC 16)

Dear Mr. Collins:

In accordance with the Memorandum of Understanding dated February 6, 2009, between
the Commission and The Potomac Edison Company (“Potomac Edison” or Company™), enclosed
please find the original and seventeen (17) copies of Potomac Edison’s Annual Report covering
the Calendar Year 2012 with respect to Minority, Women and Service Disabled Veteran-Owned

Business Enterprises.

As Attachment B and Attachment D contain CONFIDENTIAL information, these
attachments will be sent directly to the Commission under separate cover.

Should there be questions, please contact me.

Very truly yours,

Y

rey P. Trout
Senlor Corporate Counsel

Enclosures



The Potomac Edison Company
Annual Report for Calendar Year 2012

Minority, Women and Service Disabled Veteran-Owned Business Enterprises
January 1 — December 31, 2012

This Annual Report prepared pursuant to the State of Maryland Public Service Commission
Memorandum of Understanding (MOU), signed on February 6, 2009, is submitted for the consideration
of the Maryland Public Service Commission by FirstEnergy Corp. (“FirstEnergy”) on behalf of The
Potomac Edison Company (“Potomac Edison™).

FirstEnergy Corp. President and CEO Anthony J. Alexander has stated that “Diversity initiatives are
integrated at FirstEnergy in its strategic vision and core values. Supplier Diversity is a major component
of Supply Chain’s business objectives and long-range strategies.”

This report summarizes the Supplier Diversity program for the period of January 1, 2012 through
December 31, 2012 for the Maryland business segment of Potomac Edison.

FirstEnergy and its affiliates and subsidiaries (collectively the “Company”) engaged in the activities
identified below. Some work conducted, such as outreach and internal activities, are performed on a
Company-wide basis. However, all diversity expenditures reported in the Attachments hereto are specific
only to Potomac Edison’s Maryland operations.

The following information summarizes the Company’s 2012 Supplier Diversity program:

1. Staff members participated in the following internal and external activities (MOU §6.2.1).

A. INTERNAL EFFORTS

In 2012, Supplier Diversity at FirstEnergy was led by Gary Benz (Vice President & Chief
Procurement Officer) and Joseph Loboda (Director, Supply Chain Support Services).
FirstEnergy has a dedicated Supplier Diversity Coordinator who reports to the Manager Supplier
Planning & Diversity. Qur Supplier Diversity Coordinator provides full-time guidance and
assistance to Supply Chain leadership in developing supplier diversity program overview,
direction, and goal setting. The Coordinator oversees preparation of reports to management and
those organizations, including federal and state governmental agencies, that have a need to know
FirstEnergy’s program achievements. The Coordinator is responsible for the day-to-day
administration of the Supplier Diversity Program, attends department staff meetings, shares
information with Supply Chain buyers, introduces new suppliers, provides training and program
orientation, reviews goal attainments, and solicits feedback from FirstEnergy personnel for help
in identifying suppliers for future sourcing opportunities.

The objective of our Supplier Diversity Program in Maryland is to provide and encourage
business opportunities with Minority Business Enterprises (MBE), Women-owned Business
Enterprises {(WBE), Service Disabled Veteran Business Enterprises (SDVOB) and Not for Profit
Workshops, herein collectively called Diverse Suppliers. Specifically, our goals are to increase
participation by Diverse Suppliers in our supplier base and bid opportunity process, and to
increase dollars spent with Diverse Suppliers on materials and services.
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Potomac Edison increased Diverse Supplier spend from 15.49% in 2011 to 19.14% in
2012. Potomac Edison is on track to achieve our 2013 five-year long term goal of 25%.

In 2012 we conducted a Process Improvement Review of our Supplier Diversity
Program. Much of our review focused on our internal business processes,
communication, best practices, corporate culture, data management, reporting
responsibilities and overall company position and philosophy on diversity. The review
team then used this data to compile a high level integration plan which was implemented
during the 4™ quarter of 2012.

We conducted training on our Supplier Diversity initiatives, which included updates on
FirstEnergy’s Subcontracting Program and Opportunity Tracking Procedure. This
training included the role a buyer has in working with Prime Contractors to increase their
utilization of Diverse Suppliers as subcontractors, especially when fulfilling our contract
requirements, and the Primes’ role in providing bid opportunities to Diverse Suppliers.

Monthly diversity goal progress reports were provided to Supply Chain management and
Company leadership.

A supplier profile recertification review was conducted to verify and document supplier
records and request current diversity third-party certifications.

B. EXTERNAL EFFORTS

In 2012, FirstEnergy continued to actively support supplier diversity initiatives throughout our
service territory. Supply Chain staff members actively participated in various diversity events
and are members of the following advocacy organizations:

AFFILIATIONS/MEMBERSHIPS
National Minority Supplier Development Council Affiliated Council (MSDC’s):

¢  Maryland/District of Columbia MSDC
e MSDC of PA-NJ-DE

+  Northern Chio MSDC

s  Western Pennsylvania MSDC

National Association of Regulatory Utility Commissioners — Utility Market Access hosted
Councils:

e  Public Service Commission of Maryland - FORUM
»  New Jersey Board of Public Utilities - Supplier Diversity Development Council
e  Public Utility Commission of Ohio — QhioGate Council

Maryland Washington Minority Contractors Association

The Elite Service Disabled Veterans Organizaticn — Maryland Chapter
BlackPages of Chio

Women’s Business Enterprise Council of PA-DE-sNJ

Women’s Business Development Council of PA-DE-sNJ

Edison Electric Institute Supplier Diversity Task Force Committee
U.S. General Services Administration

Page 2 of 5



o SOURCING DATABASES UTILIZED AT FIRSTENERGY

Buyers utilize our own supplier registration database to identify diverse suppliers to
include on their bid opportunities. We also use the following diversity databases when
seeking to identify qualified diverse suppliers for inclusion in bid solicitations:

U.S. Small Business Administrations Dynamic Small Business Search Engine
National Minority Supplier Development Council - MBISYS

VETBIZ.com

WBENCLink

Pennsylvania Dept. of General Services - MBE/WBE Database

State of Ohio MBE Search

e NETWORKING / OUTREACH ACTIVITY

1.

Our staff participated in the Maryland Utility Forum meetings. Through these
meetings, we identify topics related to Maryland that are relevant to those buyers
supporting Potomac Edison. We also continued to promote the Forum’s mission and
goals externally with the advocacy organizations we partner with and the diverse

suppliers we meet.

We are a member of the Maryland Washington Minority Contractors’ Association.
The Company participated in several events sponsored by the Association including
the Annual Spring Breakfast/Business Showcase Expo and other matchmaking
events.

FirstEnergy joined The Elite Service Disabled Veterans Organization — Maryland
Chapter this year.

Our staff participates with the Women’s Business Enterprise Council of PA-DE-sNJ.
Participation includes attending meetings, educational sessions and supporting the
Council by serving as Co-Chair of the Board of Directors and on the Certification
Committee reviewing applications and conducting site visits for women owned
businesses seeking third-party certification.

FirstEnergy actively participates as a member of the Edison Electric Institute (EEI)
Supplier Diversity Task Force Committee. Toby Stanislaw, FirstEnergy’s Supplier
Diversity Coordinator, was elected as Chair of this Committee in 2012. Staff
members attended the GSA/SBA Federal Subcontracting Best Practices Workshop
and participated in the annual EEI Supplier Diversity Conference.

Facilitated in-house and off-site meeting opportunities for Company employees to:

e meet with Diverse Suppliers and discuss procurement opportunities to further
increase the diversity of our supplier base.

» assisted potential Diverse Suppliers in understanding the process for being
added to FirstEnergy’s vendor listing,
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» assisted Diverse Suppliers in identifying the types of materials and services
purchased by FirstEnergy, and helped them interpret Company specifications
and industry standards.

See Attachment A-1, A-2, A-3 for overall summary of total Diverse Supplier spend, with breakdowns
by socially disadvantaged group, compared with total Utility dollars spend 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).

In order to meet or exceed our goals, the Company continually strives to increase our Diverse
Supplier base. Every person or supplier desiring to sell goods or services to the Company, regardless
of size or diversity, must complete a registration form for consideration and placement on the
Company’s supplier list. Included on the registration form is the request for Third Party Certification
and a business self-certification section with required signatures. Third-party certified Service
Disabled Veterans continue to be difficult to identify (MOU §6.2.4).

FirstEnergy’s E-Sourcing tool, Request for Proposal, and Request for Quotations contain language
incorporating the Federal Acquisition Regulation (FAR) flow down provisions. In addition, we have
incorporated the following statement in our Terms & Conditions, Rev. 26 - Compliance With Laws,

Regulations & Permits section:

“If this Agreement is a subcontract under a government contract or a federally-funded project,
Supplier shall comply with subcontractor flow down requirements under the Federal Acquisition
Regulations (48 CFR Chapter 1), as amended from time to time, which are specified in supplemental
terms to this Agreement."

Large Suppliers meeting the dollar threshold for 2™ Tier reporting will be requested to submit a Plan
as required in FAR 52.219-9. Our intent is to enhance, not replace, our own efforts to increase
meaningful opportunities for small, minority and women-owned businesses that do not have the
capacity to supply FirstEnergy directly. These same large suppliers are asked to share similar values
regarding utilization of small diverse businesses, especially when fulfilling work requirements on
behalf of FirstEnergy. (MOU §6.2.5).

There were no Diverse Supplier procurement-related complaints reported directly to Potomac Edison
during the 2012 reporting year. See Attachment C (MOU §6.2.6).

In the event Potomac Edison were to receive a complaint regarding Diverse Supplier procurement-
related issue or concern, the Director, Supply Chain & Contracts would be notified to follow up and

address the complaint (MOU §6.2.7).

See Attachment D, identified as “CONFIDENTIAL,” for list of Diverse Suppliers that received
payment for 2012 contract services, the NAICS Code(s) for the services provided, and the dollar
amount paid to the suppliers (MOU §6.2.8).

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).

Page 4 of 5



To help us identify these suppliers, we are now entering commodity code and NAICS codes
on the vendor master record when creating or updating vendor master data records.

In addition, we now have reports available to collect the vendor data so we can determine the
commodity and NAICS code purchases and identify those codes where we are lacking
diversity inclusion, and can work with our Advocacy partners to locate diverse suppliers to
include on future bid opportunities.
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