F"stEne’w 800 Cabin Hili Drive

Greensburg, PA 15601

Jennifer L. Petrisek 724-838-6751
Senior Attorney Fax 724-830-7737

MAIL-LOG NUMBER:

March 31, 2011

Terry J. Romine

Executive Secretary

Public Service Commission of Maryland
William Donald Schaefer Tower

6 St. Paul Street, 16" Floor

Baltimore, MD 21202

Re: Maryland Supplier Diversity (PC16)
The Potomac Edison Company -- 2010 Annual Report

Dear Ms. Romine:

In accordance with Section 6.1 of the Memorandum of Understanding dated February 6, 2009
between the Maryland Public Service Commission and The Potomac Edison Company, enclosed
please find the original and seventeen (17) copies of The Potomac Edison Company’s 2010 Supplier
Diversity Annual Report, as well as the appropriate attachments. As Attachment B and Attachment
D contain CONFIDENTIAL information, these attachments will be sent directly to the Commission
under separate cover.

Please contact the undersigned should you have any questions or concerns regarding this matter,

Very truly yours,

! ' .
Jurdnsy Pharaal
Jennifer L. Petrisek
Senior Attorney

Enclosure



The Potomac Edison Company
Annual Report for Calendar Year 2010
Minority, Women and Service Disabled Veteran-Owned
Business Enterprises
January 1, 2010 — December 31, 2010

The Potomac Edison Company (“Potomac Edison™) submits this 2010 Annual Report pursuant to
the State of Maryland Public Service Commission Memorandum of Understanding (“MOU”),
signed on February 6, 2009.

This report for the Maryland business segment of Potomac Edison summarizes the Diverse
Supplier program for the period of January 1, 2010 through December 31, 2010.

Allegheny Energy Services Corporation (“AESC™), acting on behalf of Potomac Energy,
engaged in the activities identified below in 2010. As AESC also acts on behalf of Allegheny
Energy and its affiliates and subsidiaries (the “Company™), some work conducted, such as
outreach and internal activities, are performed on a Company basis. However, all numerical
reporting in the Attachments hereto are specific to Potomac Edison’s Maryland operations.

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

INTERNAL EFFORTS

* Increased Spend: Potomac Edison increased Diverse Supplier spend from 7.89% in
2009 to 11.51% in 2010. Potomac Edison is on track to achieve its three-year mid
term goal (15% in 2011) and ultimately achieve our five-year long term goal of 25%
by 2013.

¢ Bid Opportunities: The Company achieved 71% average participation from Diverse
Suppliers on RFQ purchase order inquiries. This represents an increase from 58% in
2009. Increasing Diverse Supplier bid opportunities has a direct correlation to
increasing diversity spend.

e Awareness Training & Communications:

* Provided guidance and training to strategic sourcing specialists and other
personnel involved in the procurement process. Potomac Edison and the
Company encourage procurement opportunities for Diverse Suppliers in the
procurement of material, equipment, and services. Topics discussed included
current year’s performance in regard to current year goals with Diverse
Suppliers. Other topics discussed are recognition of special achievements,
trade fair participation, identification of Diverse Supplier subcontracting
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opportunities, and overall departmental performance in achieving diversity
participation goals.

To encourage advancements in the program by group discussions, the
Company provided Supply Chain management and corporate management
with monthly updates of the Supplier Diversity Program yearly goals and
progress.

To increase employee awareness, Supplier Diversity monthly charts
identifying yearly goals and progress are provided on the Company’s internal
web site for viewing by all employees.

* Reporting Accuracy: To ensure accurate reporting, the Company implemented a
process for updating vendor information including a vendor’s supplier diversity
information.

A standard form and process was created to maintain and update vendor
information, self-certification and request for third party certification.

Through this process, the Company has updated supplier diversity information
on 90% of all approved suppliers.

The Company utilizes the Central Contractor Registration and Dynamic Small
Business Search website to further review and verify a vendor’s information.

EXTERNAL EFFORTS

e Maryland Utility Forum: Attended all meetings and actively participated in Maryland
Utility Forum on Supplier Diversity. Major accomplishments included:

Shared supplier lists and developed common list identifying third party
certified vendors, description of the services or materials provided, name of
certifying agency, certification number, certification date, and expiration date
when provided by certifying agency.

Collaborated on common pre-qualification and basic requirements utilized
among the Maryland utility Forum members.

Posted Forum meeting minutes and documents on the Forum’s “shared
Google site”.

o External Consortiums: Participated in various external consortiums. Knowledge
gained and supplier relationships developed are applied to the Company program and
the MD specific program.
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Western Pennsylvania Minority Supplier Development Council:  Active
Corporate member of the Western Pennsylvania Minority Supplier
Development Council (WPMSDC); attended and participated in various
educational sessions attended by minority businesses and WPMSDC
members. Also, provided ad sponsorship and attended the Annual Business
Opportunity Fair; an event that includes informative seminars and provides
networking opportunities.

Participated and presented in U.S. Small Business Administration and Corps
of Engineers’ networking for small business event. The event included
presentations by Prime Contractors followed by one-on-one match making
sessions.

Active member of the Edison Electric Institute’s (EEI) Supplier Diversity
Committee; attended the GSA/SBA Federal Subcontracting Best Practices
Workshop and participated in the annual EEI Supplier Diversity Conference.
Attendance at the EEI workshop and conference provided the opportunity to:

o Stay informed on supplier diversity regulations and initiatives; hearing
updates directly from GSA and SBA.

o Participate in workshops sharing ideas and best practices. Some of the
topics discussed at the 2010 workshop included, Implementing Supplier
Diversity through the Corporation, US Small Business Administration
Utility Federal Subcontracting Plan, Refreshing the Supplier Diversity
Initiative Post Merger.

o Develop relationships with industry peers, sharing challenges and
successes.

Meet potential new suppliers during one-on-one match making sessions.

e Increased Supplier Relationships:

Met and spoke with numerous Diverse Suppliers to increase their interaction with
the Company’s employees involved in the Procurement process to further increase
the diversity of our supplier base.

Assisted potential Diverse Suppliers in understanding the process for being added
to the Company’s vendor listing.

Assisted Diverse Suppliers in identifying the types of materials and services
purchased by the Company, and helped them interpret Company specifications

and industry standards, when applicable.
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2. 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 spent of
goods and services (MOU §6.2.2).

3. 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. The objective of the Company’s Supplier Diversity Program is to provide and encourage
business opportunities with all segments of small business including Diverse Suppliers.
Added to this objective for purpose of Maryland’s MOU is Diverse Supplier-owned large
businesses. Every person or firm/vendor desiring to sell supplies, materials, equipment and
services to the Company, regardless of size or diversity, must submit Vendor Information
Form 37-215 for consideration and placement on the Company’s vendor list (onsite service
vendors are also required to complete a qualification form). Included on the Vendor
Information Form 37-215 is the request for Third Party Certification and a business self
certification section with required signature. The process for adding and classifying a new
vendor to the Company’s SAP vendor master is outlined in the Company’s Business Practice
Document - Supply Chain Section and followed by all businesses of the Company’s
including the Maryland business segment of Potomac Edison.

As a result of the Company’s outreach activities over 110 new Diverse Suppliers
completed the registration process since 2009 and are now included on the
Company’s vendor list. In order to meet or exceed our goals, the Company
continually strives to increase our Supplier Diversity base. The availability of
interested third party certified Service Disabled Veterans is currently difficult to
identify and recruit, 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 the Company’s procurement of vegetation
management, line hardware, distribution transformers and electrical equipment (MQU
§6.2.5).

6. There were no Diverse Supplier procurement-related complaints reported directly to Potomac
Edison during the 2010 reporting year, see Attachment C (MOU §6.2.6).

7. In the event Potomac Edison were to receive a complaint regarding Diverse Supplier
procurement-related issue or concern, the General Manager, Supply Chain Support would be
notified to follow-up and address the complaint (MOU §6.2.7).
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8. See Aftachment D, identified as “CONFIDENTIAL,” for list of Diverse Suppliers that
received payment for 2010 contract services, the NAICS Code(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).

¢ Developed new internal reports extracting data from the master listing of registered
and qualified vendors listing Diverse Suppliers and type of product or services
offered providing means to identify areas where the availability of Diverse Supplier is
low.

o Continued effort to qualify and register SDVOB service and material providers and
work with SDVOB to encourage them to register with the Company (MOU §6.2.9).
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