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CHAI RMAN SHEAHAN: Good afternoon. Welconme to
the Il linois Commerce Comm ssion Supplier Diversity
Policy Session. Thank you to all of you for being
here.

l'd like to especially thank and
congratul ate Comm ssi oner Sherina Edwards,
Comm ssioner John Rosal es, and Conmm ssi oner M guel
del Valle for their |leadership in this effort. There
have been quite a few number of inprovements over the
| ast 4 years, and | have no doubt that they are
mostly due to their interests.

Today's forumis designed to serve two
primary purposes. Not only does it satisfy the
requi renment created by the General Assenbly that
regulate utilities with at |east 100,000 customers,
who report on procurement goals and actual spending
for the previous cal endar year, but it also presents
an opportunity for us to hear personally from seni or
| eaders on the topic of sustaining and inproving
supplier diversity issues in Illinois.

Thank you to each of the conpanies for

bei ng here. Conpanies that understand supplier
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diversity see it not as an expense to cut in a slow
economy but as an investment in the future; and
that's certainly how we view it at the Illinois
Commer ce Comm ssSi on.

Supplier Diversity Initiatives not
only foster |ocal government econom c devel opment but
strengthen comunity relations. W found that the
utility conmpanies presenting today -- Illinois
American Water, Comonweal th Edi son, Peoples, North
Shore, and Nicor Gas -- have not only met the basic
requi rements but have taken the underlying purpose,
to increase diversity in their procurenment, to heart.

Diversity was a topic that we
di scussed at my first bench session. At the time, |
expressed nmy firm belief that we nust |ead by
example. And, to that end, we at the Comm ssion have
also held a mrror to ourselves to promote diversity
within our staff, aimng to better align diversity
initiatives with our core values and operations.

As we increase the diversity of the
| CC Staff, we encourage the utilities to do the sane.

Diversity plays a vital and organic role in the
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communities that we serve. Embraci ng and encour agi ng
diversity is a continuous effort and one that the
II1inois Commerce Comm ssion is proud to | ead.

Before we begin I'd Iike to note for
the record that Comm ssioner McCabe is also with us.
We do have a quorum And today's session is being
recorded by a court reporter.

So with that, Comm ssioner Rosal es
will introduce our first speaker. | s that correct?

COMM SSI ONER MAYE- EDWARDS: M. Chairman, if |
may say a few words...?
CHAlI RMAN SHEAHAN: Oh, I'm sorry. Sur e.
COMM SSI ONER MAYE- EDWARDS: Thank you,
M. Chairman, for your presence and for your support.
You have been a huge champion and a continued
trail blazer of this Comm ssion, as it relates to
diversity both internally and externally. And for
t hat, we thank you

Good afternoon, everyone. First and
foremost, | would |like to pull a quick page out of a
church book. | f you have a seat next to you, can you

just raise your hand? Because we have a |line of
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peopl e who are | ooking to sit down. So if you would

like to take a seat, we al so have an overfl ow room

which is in the Iibrary -- N-808. My apol ogies. And
you can hear from that roomas well. So if you would
like to take a seat, it's probably the best time to

do it now, or we do have an overfl ow room

Wth that, | would like to wel come
everyone to the Illinois Commerce Conmm ssion's Third
Annual Supplier Diversity Policy Session. I1'd |ike

to begin by thanking all of our distinguished guests
and presenters, including our speakers and our
utility presidents and CEOCs. W are very grateful
t hat each of you are able to be here with us today,
and we | ook forward to hearing fromall of you.

|'d also like to thank my col |l eagues
on the Comm ssion, particularly Comm ssioners
del Valle and Rosales for their continued comm t ment
to this inportant issue, as well as Chairman Sheahan
and Comm ssi oner McCabe for their |eadership in
emphasi zing the inportance of diversity broadly but,
particularly, as it relates to our internal culture

here at the |ICC
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As | said a few months back at our
diversity round table, you know that we have -- many
of you know t hat we have Open Meetings Act rules, and
it only allows two Comm ssioners to be in a room
speaking on a particular topic at a tine. So | had
al ways been in that nunber. And when Comm ssi oner
Rosal es joined the Comm ssion about a year ago, he
al so was very, very, very interested and very
passi onate about these issues. So, for nme, it gave
great pleasure to, you know, have a battle on which
Comm ssioners would be in the room

And so at that round table both
Comm ssioners del Valle and Rosal es noderated. And,
for me, that was just really, really, really exciting
because this is now not just an issue that we talk
about and address intermttently; we are addressing
it consistently, and it's truly seen across the board
fromall five of us. So for that |I'mvery thankful.

As | believe | stated at | ast year's
session, diversity does not just make sense; it makes
dol I ars. However, a comm tment to engaging with

di verse suppliers and service is not just a purely
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financial investment; it is also a meani ngful
i nvestment in both the community and econony.

The progress that |'ve noticed in
review ng the 2015 report indicates to me that each
of our utilities recognizes these types of
i nvestments and rel ationshi ps as valuable in ways
beyond just the dollar.

You see, enbracing diversity as a core
value is a key step towards a true culture change.

So |, nost certainly, applaud all of you for your

effort, and | do encourage you to keep up the good

wor k.

Now, not only do we recognize the
progress of our utilities, but also that of the
Illinois Utilities Business Diversity Council. Since

| ast year the I UBDC has been working to establish an
organi zational structure, host events, and set
standards for the sharing of best practices in terns
of supplier diversity.

' m very happy to say that |'ve seen
an increase in informati on shared across the
utilities over the course of this |ast year, which is

8
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exactly the role that we'd hoped for the | UBDC.

|'d also like to thank our utility
executives for their |eadership and their great time
and comm tnment to the Council. And | think |I speak
for all of us on the Conm ssion when | say we
certainly do | ook forward to seeing what is next for
t he 1 UBDC.

Now, while |I'm pleased to see the
progress in both the utilities report this year and
t he sharing of best practices of the 1UBDC, | would
be rem ss -- and many of you know nme, so you know I'd
remss if | did not note that there still is roomfor
i mprovenment. There is always roomto bring nore
di verse suppliers, service providers, and
perspectives to the table. There is always roomto
intensify the focus on matchmaki ng events, community
outreach, and public engagements. And there is
al ways roomto better align both internal and
external initiatives with core diversity val ues and
operations.

Embraci ng and encouraging diversity is

an effort that we've all taken together. And I am
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very proud of where we are today in Illinois and nmost
certainly proud of the Illinois Commerce Comm ssion.
|'d now |like to introduce the ICC s
new Director of Diversity and Community Affairs, Lisa
WIlians. Lisa brings many years of diversity
experience in State Government. Before com ng to the
| CC she served as the Head of Wbrkforce Diversity for
the Illinois Tollway as well as the CEO officer, ADA
Coordi nator, and Ethics Officer.
During her tenure, Lisa brought the
Tollway to its richest diversity and was honored with
5 awards for her acconplishments, including being
selected as the Chicago Defender's Woman of
Excel l ence. We are excited to welcone Lisa to the
Comm ssi on.
Li sa, would you stand and just wave?
MS. LISA WLLIAMS: (Compl yi ng.)
(Wher eupon, there was appl ause.)
COMM SSI ONER MAYE- EDWARDS: Wth that, | will
turn things over to my coll eague and good friend,
Comm ssi oner Rosal es.
COVMM SSI ONER ROSALES: Thank you, Conmm ssi oner.

10
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Thank you to the utilities for your
efforts in compiling your reports and for taking the
time to be here with us today. |"d also like to
t hank our other esteemed speakers and all of our
guests for being here.

In my time with the Comm ssion |'ve
wi tnessed sone of the utilities' efforts to connect
with diverse suppliers and to find new ways to
include themin the supply chain. Many of the
utility representatives have expressed to me that
they're trying to think outside box and using

practices that they'd never tried before to encourage

i nclusi on.

As |I've said in the past -- as |'ve
strongly said in the past, it's good to see that
everyone is making an effort; but I"'minterested in

results. Wth that in m nd, when | received --
excuse me. \When | reviewed these reports, | was

| ooki ng at nore than the nmeasure of the diversity
spend. | was | ooking at the measure of i npact.
Aside fromthe quantitative data in these reports,
there's an underlying narrative about the utilities’

11
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qualitative goals. On the face of most reports it

appears that we are nmoving in the right direction.
This policy session provides the

perfect opportunity to take a step back and think

critically about goals and to recommt ourselves to

this effort. Although | was unable to attend the
policy session |ast year, | know that many of ny
col l eagues strongly encouraged the utilities to

i mprove their relationships with African-American,
Lati no, and women-owned MBEs; and | whol eheartedly
support that sentinment.

Al t hough it is not part of the
reporting requirements, | was hoping that those
comments would pronpt all utilities to break down MBE
spend further so that we can see behind the raw
numbers. That aside, it is encouraging to see an
overall improvement in the |level of MBE spending.

In review, the |argest goal is to
encourage utilities to foster meani ngful
participation from diverse suppliers. And achieving
t hat goal would require people to move beyond the
conpliance m ndset. To make real inmpact, reporting

12
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entities may need to go beyond setting goals that
don't raise the bar and submtting annual reports.

In my 20-somet hing years of experience
| know that it comes fromthe top down. | also know
and understand that it requires a total teameffort.
And it is nmy hope that the utilities view these

efforts as an investment in the comunities that they

serve.

" m | ooking forward to hearing from
all of the utility representatives and from ot her
speakers.

Thank you, Conmm ssioner.
CHAI RMAN SHEAHAN:  Comm ssi oner McCabe?
COMM SSI ONER Mc CABE: In the | ast few years the
Illinois utilities have made significant progress in
increasing the percent of dollars spent on diverse
suppliers; so you have greatly exceeded your 2015
goal s.
| 1 ook forward to hearing more about
your work to date and future plans, including howto
address the chall enges outlined in your reports.
Thank you

13
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CHAI RMAN SHEAHAN: Comm ssi oner del Valle?
COVMM SSI ONER DEL VALLE: Thank you,

M. Chairmn.

Wel come to all. This year's reports
show that the Illinois utilities have made progress.
For exanple, many of the utilities have denmonstrated

their commtment to focus on devel opi ng over various
supplier base and professional services, encouraging
prime contractors to inmprove diversity in second tier
contracting, and utilizing diverse suppliers in |large
projects, while unbundling projects with manageabl e
scopes of work for smaller vendors.

We are also seeing the comm tment on
the part of the utilities by not only having
dedi cat ed personnel in the company to inprove the
company's supplier diversity, but also by
establishing measures for accountability at the
executive | eadership level of many of the utilities,
and maki ng the pursuit of supplier diversity a part
of the corporate culture.

This is all comendabl e and a sign

that the Illinois utilities are ready to becone

14
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national | eaders on this issue. But Illinois utility
infrastructure in industries -- you know, our
electricity, gas, and water are going through a

transformati on; and this means that there is more

opportunity for the utilities and diverse suppliers.
Currently the utilities, together, are
spending billions of dollars a year on capital and

moder ni zati on projections. They also have
multi-mllion dollar energy efficiency projects and
multi-mllion dollar environmental clean-up projects,
as well as their normal operations costs, all of
whi ch require procurement across all types of work.

| want to see nmore anbitious goals and
efforts to increase opportunity for diverse suppliers
in all of these projects. This requires the
utilities to be nmore aggressive and willing to go
beyond their comfort zone in terns of their efforts
to identify and grow the pool of diverse vendors in
all product and service categories.

As | stated | ast year, these annual
meetings are not a celebration of the progress nmade
to date. These neetings are a tool among many to

15
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hel p the conpani es devel op and i npl ement strategies
for strengthening their commtments to diversity.
And I'm glad you are all here to participate in this
i mportant process and willing to continue the hard
work that is needed to build on the progress made to
dat e.

And we do have all of the utilities
here represented by the presidents of the utilities.
For the Comm ssion it's inmportant to have the
presidents of the utilities at this annual event.

Ameren's president was not avail abl e;

t herefore, Ameren is not here today. But | thank the
presidents who are here today for meeting, certainly,
our expectations as a Comm ssion to have the
opportunity, on an annual basis, to dialogue with you
directly regarding these reports. Thank you.

CHAI RMAN SHEAHAN: Thank you.

COMM SSI ONER ROSALES: | would now |like to
i ntroduce Ral ph G. Moore, President of RGMA, Ral ph G,
Moore & Associ ates. M. Moore has over 40 years of
experience and is nationally recognized as one of the
worl d's forempst thought | eaders in the area of

16
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supplier diversity and mnority busi ness devel opnent.
He specializes in strategic alliances between
Corporate America and m nority businesses and the
role of mnority entrepreneurship and conmunity
econom c devel opment.

He has provided supplier diversity
consulting and training to companies, including
Exel on, Baltimre Gas and Electric, and Pepco. And
his firm has trained nore supplier diversity
prof essionals than any other firm worl dw de.

M. Moore has contributed to several
esteemed publications and wrote "RGVMA, Five Levels of
Supplier Diversity," which is enbraced as the gold
standard for benchmar ki ng supplier diversity
initiatives.

He has received much recognition for
his work and the recognition of a lifetinme of
contributions to mnority business devel opment. He
was i nducted into the Mnority Business Hall of Fame
in April of 2015. | worked with M. Moore with the
Capital I nmprovement Project with the Chicago Board of

Ed. | know himvery well.

17
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M. Moore, thank you for appearing as
our guest. We |look forward to hearing your thoughts.
MR. RALPH G. MOORE: Thank you very much.
appreci ate that introduction. As a matter of fact, |
need your perm ssion to put it on my web site because

t hat was well done. Thank you.

| am very pleased to be here and
excited to be here. Supplier diversity has been ny
life's work, and that makes this occasion very
speci al .

Let me also thank the General Assenbly
and the Commerce Comm ssion for making supplier
diversity a priority in the state of Illinois. And |
must al so applaud the utility conpanies for the
collective results that they have generated in 2015.

And | had a note to introduce Ral ph G
Moore & Associ ates, which you' ve already done. So
"Il go right to the meat of the conversation

Overview of the Current Report: --
and, again, | know that you're going to have
i ndi vi dual presentations, so | won't take a deep dive
on the individual reports. But | can confirm that

18
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the 1 CC Supplier Diversity Initiative is having a
measur abl e i mpact on the |level of contracting with
I'llinois-based diverse businesses as well as the
| ocal econom es throughout the state.

The report also reflects the benefits
t hat i ndustry consolidation can bring to supplier
diversity, especially when the acquiring conpanies
understand the inmportance of supplier diversity to
our regulatory agency and our elected officials.

Let me share nmy perspective on the
i ndi vi dual compani es that are here today. And
Ameren, |'m not sure if they're here or not, but I'm
going to go right into it.

| had the opportunity to be a
presenter at the Ameren Second Annual Supplier
Diversity Symposiumin 2009. They were just getting
traction at that point in their supplier diversity
initiative; and the nunmbers reflect that they're
continuing to grow their program

They have had meani ngful gains in all
categories, including Professional Services. Ameren
has also made a significant gain in the area of spend

19
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with veteran-owned businesses, which is the toughest
area in the country not just for utility conpanies,
but throughout Corporate Anmerica.

ConEd -- and, again, |I'ma big ComEd
fan. They've had a long | egacy of commtment to
supplier diversity. | go back to 1977 when | joined
Chi cago United, and Tom Ayers was one of the | eaders
there, one of the corporate | eaders in Chicago
tal ki ng about supplier diversity.

They have a strong | eadership and
advocacy t hroughout the organization, spearheaded by
CEO, Anne Pramaggi ore and supported by key
st akehol ders, including Bridget Reidy and Terry
Ml er. OQut standing results on supplier professional
services and a very inpressive ratio of MMBE spend to
smal |l business spend. That's an even | onger
conversation because you include small business in
the total, and sometimes that can skew the overall
results. In my opinion, ComEd is one of the best
run, best managed supplier diversity programs in the
country.

And a matter of full disclosure,

20
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Emmett Vaughn, who works for Exelon, used to work for
me. So | '"m president of his fan club, and he's the
president of m ne. So it mght be showi ng.

Il 1inois American Water. Again,
significant progress for a relatively new program
but I think it speaks to the importance of this
initiative. | had a brief chat with the executives,
t he senior | eader of just American Water. And
they're doing a | ot of good things in the area, but
this program allows themto bring in the structure
and report on it.

So, again, the inmportance of this
initiative can't be overstat ed. They have nmore than
doubl ed their spending in 2014 and in 2015, and
I mpressive success stories continue within their
report.

When we | ook at Nicor Gas, frankly,
the 2011 AGL resources acquisition was a game-changer
for supplier diversity at Nicor Gas, an obvious
change of the strategy, structure, and culture, which
produced outstanding gains each year since 2012.

| notice that there's another

21
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acquisition in place. Southern Company is acquiring
AGL Resources. The good news is that Southern
Conpany al so has an excellent track record in
supplier diversity, so we should be able -- we should
continue to expect outstanding results from Nicor.

Over the years Peoples Gas has
struggled in the area of supplier diversity. So when
We Energies's acquisition occurred, it ushered in a
new era of supplier diversity at the conpany.

Led by Jerry Ful mer, who's a good
friend -- and I'"'malso a fan of his -- at We Energies
t hey have one of the strongest supplier diversity
programs in the industry. And they were able to
denonstrate during the acquisition negotiations with
the Comm ssion their comm tnment and their |egacy in
this area. They have a strong second tier program
and i mpressive accountability not just in procurement
but throughout the organization, which drives
results.

Pl ease allow me to use the remaining
time that | have to share nmy thoughts on the

opportunity that the I CC has to enbrace Next
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Practices in supplier diversity. One of the key
areas that we nmust focus on is scal able -- devel oping
scal abl e diverse suppliers. It's one of the things
that | think that it's going to be the end result of
what nopves the data as it relates to these reports.

And the nost inmportant area is to
devel op strategic partnerships with diversity
certified suppliers. But what happens with these
relationships is it takes -- over a period of time --
it takes time. And it's a series of contracts, not
just one big contract. You build your way up to
contracts. So the focus should be on enhancing the
quality of the relationship with a select group of
di verse suppliers.

And | know that this goes against the
common t hinking that we should increase the number --
or the nunber of suppliers is a key nmetric. I
contend that numbers is a key metric, but we also
shoul d be | ooking at the quality of the relationship
versus just the number of mnority suppliers, or
di verse suppliers, in your supply chain. Every chi ef
procurement officer in America is trying to reduce
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t he nunber of suppliers, so we need to be sensitive
that we're in a cross-functional disconnect when
we're trying to expand the number just to expand the
number .

Al so, the econom es of scale on |arger
contracts will enable diverse suppliers to be nore
conpetitive, which results in expanded econom c
i mpact. They can grow as a supplier, which nmeans
that they can hire more people and have nore inpact
in their community.

For exanple, if a conpany has a 1
mllion dollar w dget opportunity, rather than divide
that by 4 and give it to 4 diverse firms at $250, 000
dol |l ar each, | would suggest that you give it to one
firmat a mllion dollars each who could make that
company nmore conpetitive and nore likely to grow in
t hat cat egory.

| know that sometimes the politics of
t hat becomes difficult because of phone calls and
other -- Well, why did you | eave ny conpany or this
out? The reality is that we have to start growi ng
t he capacity of firms so that they can qualify to

24
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compete not just with other mnority firms or other
diverse firms but with the majority firnms as we | ook
at the changi ng denographi cs.

COMM SSI ONER MAYE- EDWARDS: M. Moore, | have a
clarifying question to make sure that | wunderstood.

You're saying that it's better for an

organi zation or a company -- specifically, if they're
a utility -- to award one contract of a mllion
dollars to one conmpany as opposed to unbundling, |ike

we often encourage the conpanies to do?

MR. RALPH G. MOORE: |'d say that you've got to
do bot h. But understand that if you unbundle, then
what you're going to do is reduce the
conpetitiveness. Because many tinmes there's an
investment to ramp up to be successful in a contract,
and the econom es of scale will make a smaller
contract |ess profitable for a conpany. So they may
not be able to buy the equipment or buy the
t echnol ogy. So even if you unbundle to get a conmpany
in the door, we then nust allow themto grow, which
sometimes m ght create the opposite where we need to
bundl e a contract so that they can grow even further.
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So it's a strategic initiative that
requires a case-by-case anal ysis. But unbundling by
itself could be dangerous for the profitability of --
the long-termoprofitability of mnority firns.

COVMM SSI ONER MAYE- EDWARDS: Very interesting.
Thank you

COMM SSI ONER ROSALES: Well, | would add that
there has to be a threshold there because, at
1 mllion dollars, | understand that 250,000, you
know, may be where you're not receiving a profit.
But if it's $20 mllion dollars, that's when
unbundling comes into play. Am | correct?

MR. RALPH G. MOORE: | think you hit it on the
head. Exactly right. Exactly right.

But the enem es of these prograns,
they like to keep the mnority programs -- the
m nority contractors just dealing with small
contracts. That's why we have the side standards
that were crippling, and they're still crippling.

The reality is non-mnority firms
don't have standards. And we have side standards
where a mnority firmw ||l graduate from the program
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at a number that is so low that it will put themin
no man's land. They're too large to be certified as
a mnority firm but too small to conpete with the
majority firns. So we have to be very careful how we
approach this.

COMM SSI ONER DEL VALLE: Well, | don't totally
agree with you, but | understand your point. But you
did say that you have to do both.

MR. RALPH G. MOORE: You have to do both.

COMM SSI ONER DEL VALLE: You know, to me, the
increase in the number of vendors is an inportant
growt h measure.

For too long | think that some
conmpani es have hidden behind what you just described
as a reason for not expanding the number of vendors.
It's a | ot easier for themto deal with just one or
two. And many times -- | shouldn't say, "many
times"; but sometimes those are the ones that can
make the phone call and have phone calls made on
their behalf. And so it is important, | think, to do
bot h.

MR. RALPH G. MOORE: Exactly.
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COWMM SSI ONER DEL VALLE: And the corporate
culture has to acknow edge and understand the
i mportance of that. Ot herwi se, we're not going to
see both the growth measures -- both growth measures,
in terms of size of contract, which |I understand is
i mportant, of course, and the nunber of businesses
bei ng devel oped and being given opportunities to
gr ow.

MR. RALPH G. MOORE: Exactly. Exactly. And

anot her way of putting it:

You know, | don't mnd the Little Boys
Club if I"'ma member. So just let me in, and then we
can pl ay. You know, | can play at your |evel. But

if you |l ower the bar on ternms of contract where |
can't make any profit on that nunber and all you're
doing is having a photo op where |I'm getting the
contract and I'min your annual report, and |I've made
$8, 000 on the contract, | can't grow a business,
can't hire people, | can't donate to the Boys Club, |
can't do the things that successful business people
do.

Anot her point -- and many of the
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compani es are doing this. Second tier becones a
critical opportunity because, in addition to
unbundling, those entry points for smaller firns
become your prime suppliers, not just the company
itself -- the utility conmpany itself. But the prime
suppliers having a robust second tier programin
place will allow entry |evel NMBEs, WBEs, diverse
conmpani es to have opportunities at smaller

conpanies -- and bite-sized opportunities.

Beyond that you al so have the
opportunities that are non-profit. For many years --
and | know John Rogers and | have tal ked about this.
You know, a few years ago we were talking about this
in Chicago. Too many of our major non-profits don't
have supplier diversity prograns.

Many of the public utilities, as you
sponsor and donate and make contributions to
non-profits, include |anguage requiring themto work
with diverse businesses. That would be another
opportunity for expanding the ecosystem

The other issue that is critical in
expandi ng the ecosystemis the next generation of
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m nority suppliers. We need to start planting the
seeds as it relates to junior achievements in other
organi zati ons. How do we get young peopl e thinking
about starting businesses? Many people don't start
until they're in their 20s. W need to get Kkids
tal ki ng about entrepreneurship in their teens, even
in grammar school. We need to plant those seeds.
The other issue which I think was
mentioned earlier was we have to transition from a
compliance programto a strategic process. The
problemis when you focus on conmpliance, many ti mes

it's focused on just small businesses. And, again,

conpliance will only get us hal fway.
These two charts, | think, tell you
kind of the challenge (indicating). Wen you have a

compliance program the focus is working with small
busi nesses. And, yes, it's the right thing to do,
and it creates jobs; but the reality is it's kind of
still a philanthropic social focus.

When it's a strategic process, you're
| ooki ng at exceptional diversity of certified

busi nesses that will enhance performance, that grows
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j obs, creates jobs for the econony, grows the
econony, stabilizes communities. And then the cycle
conti nues because they then contribute to the
performance of that utility that enables themto do
more business with exceptional diverse suppliers.

And nmy final point is, as you | ook at
the future of supplier diversity in the state of
Il 1inois, our conpetitiveness will be fuel ed by
corporations that embrace supplier diversity.

And, again, | commend what you're
doi ng because it's really setting the platform for
the growth of diverse businesses throughout the
st ate. Thank you very much.

CHAI RMAN SHEAHAN: M. Moore, | have one
gquesti on before we nove on.

One of the challenges -- and you sort
of spoke to scale. One of the chall enges of
achieving scale is access to capital. Can you speak
to that briefly?

MR. RALPH G. MOORE: Well, it's interesting.
Once again, access to capital, it's a catch-22. You
need to have a profitable business to access capital.
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And usually the test I will ask anyone -- and |'ve
seen a | ot of bad deals. The reason that they didn't
get capital was not because they were a mnority, but
because it was a bad deal. And I'lIl ask them Wbuld
you use your daughter's tuition fund? Wuld you |end
your noney to this conmpany based on that? And many
times it's a bad deal because they've signed the

m nority piece of a contract. It's not profitable.
They have one or two customers. They're not grow ng
t heir business. So what we have to do is intensify
capital sources to provide capital to good ideas.

But beyond this, before we get to the good ideas, we
need capacity buil ding.

And | know that the conpanies here
have tal ked about capacity building -- which, again,
t he Ameren Supplier Diversity Synposiumtal ks about
capacity building, Exelon. | know that We Energies
has done a | ot of capacity-building.

We need to build a capacity so that
di verse businesses can present viable business plans
to |l enders and capital sources so that they can

access capital. There's nmore than enough capital in
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t he mar ket place. The key is making sure that they
have a viable presentation and a vi abl e business

pl an, which means they have good customers and good
technol ogy and all of these things that would go with
it.

CHAI RMAN SHEAHAN: Thank you.

COMM SSI ONER ROSALES: You mentioned earlier
that, in procurement, the goal was to keep the anount
of suppliers as small as possible. Why is that?
Through efficiency? What was the reason why you
mentioned that?

MR. RALPH G. MOORE: Well, there's a phenonmena:
strategic sourcing. Your major consulting firms have
come -- Centra and many of the others, they've
determ ned that instead of just having an annual
contract or having 4 contracts for 25,000, it's nore
efficient to have just one contract for a hundred
t housand. And even beyond that, instead of just
having a 1-year contract, let's have a 5-year
contract. So all of a sudden what was 4 individual
$25, 000 contracts is now one half-mllion dollar
contract. You get a better margin on a | arger
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number. That has impacted m nority business supplier
diversity, and we have to educate our businesses to
understand this because they're conmpeting in that

mar ket pl ace.

So wi thout getting too deep into the
weeds of this, strategic sourcing is here to stay.
And t he biggest problemthat |I've seen is that many
of the consultants who are working with the major
conpanies in this area, they don't have supplier
di versity programs thenmselves which, again, is why
this Comm ssion is very important. And they're
advising their clients to stay away from supplier
diversity because it will adversely inmpact profit.

So we have to educate our
st akehol ders, both corporations and MBEs, to be
prepared to deal with this issue of strategic
sourcing and the consolidated supply chain.

COMM SSI ONER ROSALES: So, in other words,
that's why here; correct?

MR. RALPH G. MOORE: That's why we're here.
And, again, it's very inportant.

COMM SSI ONER MAYE- EDWARDS: Thank you very
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much, M. Moore. | believe we'll have you back at
the round table later this afternoon after the CEO
reports.

MR. RALPH G. MOORE: Yes. | ook forward to
it. Thank you

COMM SSI ONER MAYE- EDWARDS: Thank you.

At this point, we're going to hear
fromthe | eaders of ComEd, Illinois American Water,
Ni cor Gas Conpany, Peoples Gas, and North Shore Gas
as they review the 2016 -- excuse me -- 2015 Annual
Supplier Diversity Report.

You're allotted 20 m nutes per
company, and that includes 5 mnutes of Q & A. W're
going to try hard to stick to our schedule so that
everyone has a chance to present and so that we'll
have plenty of time for our round table this
afternoon. Thank you very much.

First up is Commonweal th Edi son
Conpany. And we would |like to welcome President and
Chi ef Executive Officer Anne Pramaggi ore.

Ms. Pramaggi ore?

MS. ANNE PRAMAGGI ORE: Thank you very much.
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Good afternoon, Chair and Comm ssioners. Thank you.
We are grateful for the opportunity to be here today
and present the results of our progress that we've
made to increase investments in diverse supply chain
spendi ng and the opportunity this presents to
strengt hen our neighborhoods and our communities.

We want to applaud you for the work
that you're doing to support these initiatives in
very visible ways through the IUBDC, through these
hearings, and through your visibility at very high
visibility events that are related to diversity.
People notice that, and it makes a difference. So we
t hank you for that.

Joining me today are Fidel Marquez,
our Senior Vice President of Legislative and External
Af fairs. He's going to provide an overview of the
wor k that we've done in 2015, and M chell e Bl aise,
our Senior Vice President of Technical Services and
the first woman to hold the title of Chief Engineer
at ComEd. She will focus on our goals and key
initiatives underway this year with an update on how
we' re thinking noving forward.
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| just want to start with a brief
overvi ew both of our approach to diversity and
inclusion at ComEd, in general, and supplier
diversity in particular.

We at ComEd know t hat embracing
diversity in all aspects of our business makes us
better, and stronger, and smarter. It's part of how
we do business. It's embedded in our business plan,
and we have accountability for it at the line |evel.

We pl an our business around 5 pillars
of diversity and inclusion: Wrkforce Diversity,
| ncl usi on, Supply Chain, Leadership, and
Communi cation. Today we're focusing on supplier
di versity, but | want to just take a coupl e of
m nutes to highlight a few of our activities on the
wor kf orce pillar, focusing on today's workforce and
t he workforce of the future. We think |aying that
foundation is very inportant.

Our comm tment to diversity starts
with our workforce, with those who performthe work
and represent us in the communities that we serve.

At ConEd we enpl oy, approximtely, 6600 people. Of
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t hat popul ation, 49 percent are diverse. 51 percent
of our key managers, our top 250 enpl oyees, are

di verse. And 58 percent of our executives are

di verse. During 2015 we hired 632 enpl oyees, 55.7 of
whom were diverse. Additionally, 54 percent of ConmEd
promotions in 2015 were diverse. And if we focused
just on the key manager and executive pronotions,

t hat percentage was 64 percent.

When we think of our workforce, we
also look to the future, and we chall enge oursel ves
to take action to pronmote change, building a culture
and an infrastructure that creates sustainability in
this area. In 2013, we created our Construct
Trai ning Program designed to diversify the
construction trade. Fidel will cover the details on
that, but | just want to highlight that today we've
graduated 200 people, and 80 percent of them have
been placed in a job.

Our |1 cebox Derby is our STEM program
for girls. W take 6 teans of teenage girls each
summer, give them a recycled refrigerator, a ComEd
engi neer, and help themturn that refrigerator into
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an electric race car.

This year as part of our Black History
Mont h cel ebration we added Sol ar Spotlight. W
reached out to 3 schools in Chicago and Rockford. W
taught 40 teenagers how to construct a sol ar panel
and place the panels on their schools.

We're currently planning an
experimental |earning project for Hispanic Heritage
Month this fall. And next year we will partner with
CPS and offer internships to high school juniors and
seniors at our new training center, those who are
participating in the Chicago Public School Systen s
Vocational Training Program

So let me switch and just say a few
words -- give you an overview about our supply chain
for 2015 and then hand off to Fidel and M chelle.
Since 2012, the beginning of the Smart Grid Program
we' ve punped $4.8 billion dollars of supply chain
spending into Illinois, and that includes 1.8 billion
total diverse supply chain spend. This reflects
nearly a fourfold increase in diverse spend over the

| ast 4 years. It also reflects a substanti al
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increase in not only the absolute spend, but in the
proportion of our total spend that diverse suppliers
represent.

Since 2012 our diverse spend has
m grated from 23 percent of our total spend to about
30 percent. And, in 2015, the diverse spend --
al nost 30 percent was $653 mllion dollars. And,
equally as inmportant, we increased the nunber of
suppliers by 18 percent, or 52 suppliers. W nove
t hat goal forward every year.

Fi del and M chelle will cover the
details, but I want to cover some of the highlights.

We are very enthusiastic about our
wor k at the project |evel and are focusing nmore and
more on that. Our Chicago Training Center, conpleted
in 2015, was constructed with diverse businesses. 90
percent of the construction work was accomplished
with diverse firns.

Anot her maj or project where we focused
spend on the diversity spend is our Grand Prairie
Gat eway Project. This 60-mle electric transm ssion
line is being built between ComEd's existing
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substation near the communities of Byron and Wayne.
To date, ComEd has spent $80 mllion dollars, 30
mllion of which has been diverse, or 37.5 percent.
Secondly, we've progressed another year with our Five
Forward Program  And, as M. Moore indicated, this
is a program where we focus specifically on 5

di fferent suppliers and support them over 5 years and
hel p them grow. So it's a very focused program
Since 2009 we've spent over $30 million dollars with
t hese firns.

And | think | also have to thank our
maj or suppliers, our primary suppliers, who help us
ment or these smaller start-up firns. So Intren,
Meade, and Aldridge | think are represented here
t oday. | want to thank them  They help us in this
program and bring some of these conpani es al ong.

Third, as Fidel will discuss in nore
detail, we have a strong commtment that extends to
professional services. Our |egal spend with diverse
firms is now 16 percent of our total spend. And
Exel on established a $123 mllion dollar credit
facility for mnority banks this year. 34 mllion
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dollars of that was attributable to ComEd.

Lastly, because we believe that it's
i mportant to create synbols of our comm tment, we
hosted our First Annual Supplier Diversity Awards
banquet with over 360 people in attendance.

Our executives have taken | eading
positions on boards of diversity-focused
organi zati ons. Kevi n Brooki ns, our Senior Vice
Presi dent of Strategy and Adm ni stration, has just
been elected as first Vice Chair of the American
Associ ation of Blacks in Energy. Bri dget Rei dy,
Exel on's Executive Vice President for Corporate
Operations is a board menber of the National Mnority
Supplier Devel opnment Council. Emmett Vaughn, the
Director of Diverse Business Enpowerment, serves on
t he board of the National Utilities Diversity
Counci | . And | stepped into the role of Chair of
Chicago United this year.

And then 2015 was the year that we
| aunched the 1UBDC. This, pursuant to the vision of
the 1CC, is a place where Illinois utilities are
sharing best practices, supporting each other to
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increase diverse spend, and actually sharing our
experiences with diverse suppliers. This
organi zation has attracted tremendous attention and
generated a | ot of energy around this inportant
i ssue.

So thank you for the opportunity to be
here today. And | will turn it over to Fidel.

MR. FI DEL MARQUEZ: Thank you, Anne. Good

afternoon, everyone.

We're excited about the growth of our
supplier and diversity investments and the positive
i mpacts their success stories are helping to create.

As mentioned, in 2015 our total

capital investments were $2.4 billion dollars. 653
mllion, or 29 percent, was with diversity-certified
suppliers. The Illinois capital spend was over 938
mllion. 314 mllion, or 33 percent, was spent with

diversity-certified suppliers. This rate of increase
in diversity-certified suppliers was 15 percent

hi gher than the overall total procurement increase.
We believe this denmonstrates a commtnment to grow the
dollars invested in diversity-certified suppliers and
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t he percent of total spend inclusion.

And the portfolio of
diversity-certified suppliers is very well-bal anced.
In 2015, our spend of Tier 1 MBE suppliers
represented 46 percent of all ComEd Tier 1 spend,
whil e our spend with Tier 1 WBE suppliers represented
53 percent.

In 2015, our diversity-certified
suppliers spend was significant in terms of growth,
and increases were also broad-based and crossed
mul tiple categories and certification types. For
exampl e, ComkEd Tier 1 MBE spend grew from $157
mllion dollars to $240 mlIlion dollars, a growth of
$183 mllion dollars, or 53 percent.

Our expenditures with African
Ameri can-owned enterprises grew by 82 percent in 2015
from39 mllion to 71 mllion. Top spend categories
included Facilities; Fleet; Construction, in both
Transm ssion and Distribution; and Engi neeri ng. Cur
expenditures with Latino-owned enterprises grew 52
percent in 2015 from 38 mllion to 57.6 mllion. Top

spend categories also included Engi neering and
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Techni cal Consulting; Facilities, Advertising and
Mar ket i ng; and Environmental Services.

We believe that numbers |ike these
denmonstrate that businesses of color have made, and
continue to make, strides as prom nent strategic
al i gned partners for ComEd.

Our office of Diverse Business
Empower ment and the ConmEd Diversity Council maintain
and constantly report on diversity-certified supplier
activity and acconplishments. The ComEd Supply
Chain, additionally, supports diversity-certified
suppliers through recruitment and technical
assi stance, and we're constantly | ooking for
opportunities across the entire supply chain,

i ncluding professional services.

In 2015, professional services and
hi gh-margi n expenditures significantly contributed to
acconplishing our diversity supplier spend goals.
The professional service strategy focuses on key
i ndustries, including Advertising and Marketing,

Busi ness Consulting, Engineering and Techni cal
Consulting, HR services, and I T professional
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servi ces. In 2015, ComEd's Tier 1 spend with

hi gh-margin diverse suppliers exceeded $46 m llion
dollars, representing 9 percent of the total of Tier
1 spend.

As | nmentioned, ComEd and its parent
company extended credit lines totaling 123 mllion to
hel p support 28 mnority and comunity-owned banks in
areas where ComEd and Exel on operate. ComEd's part
is $34 mllion dollars.

Wthin the Professional Services
category, diverse suppliers are playing a |eading
role in our efforts to help residential and
commercial customers realize savings through energy
efficiency. In 2015, our spend with Tier 1 and Tier
2 suppliers conducting energy audits and other energy
efficiency services reached nore than 3 mllion and
$9 mllion dollars, respectively. Strategic partners
i nclude Primera Engineering; Seel, LLC, and Ultilvate
Technol ogi es.

In 2015 our customers' education and
advertising spend in support of energy efficiency
al so reached a new high, rising to more than
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$11 mllion dollars. Some of the key diverse
suppliers include Paco Communi cati ons and
Carol H. WIlIliams Advertising.

And, finally, 1'd like to say a few
wor ds, as Anne nentioned, regarding our need to
devel op the workforce of the future as we continue
our focus on building the utility of the future.

I n February we opened our new
state-of-the-art training center in Bridgeport. This
facility will employ 40 full-time staff, and it's
specifically designed as an education and training
center for ConmEd's workforce. The center also
provided us the opportunity to partner with the City
of Chicago to develop an after school vocationa
training program The first of its kind for ComEd,
the program will provide CPS juniors and seniors for
t he vocational progranms at Dunbar Hi gh School with
training to become utility workers of the future.

As the program progresses, CPS and
ComEd will coordinate with the City Coll eges of
Chicago to explore new ways for CPS students to
capitalize on this advanced training through Dawson

a7



10

11

12

13

14

15

16

17

18

19

20

21

22

Tech where we help with the Overhead Electrical Line
Wor kers Program in conjunction with the City
Col | eges.

As we continue our work on building
the utility of the future, ComEd and its many
partners and suppliers and fellow utilities need to
devel op the workforce of the future and the pipeline
for it. The CONSTRUCT Program is hel ping neet these
needs. CONSTRUCT provides participants with the
training, information, guidance, and confidence to
make a strong start at |eading a construction-based
organi zation throughout the region in moving forward
on a path to success.

Just a few weeks ago we were joined by
Ni cor, and Peoples Gas, and supplier partners from
t hroughout the area to congratulate the 71 menbers of
t he CONSTRUCT cl ass of 2016, the | argest class so
far, which brings the total nunber of participants to
date to more than 220. And, as of |ast year, nore
t han 80 percent have been offered enpl oynent.

CONSTRUCT, i ndeed, has come a | ong
way, fast and furious, thanks to the coll aboration
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and comm tment to our fellow utilities and Chicago
area conmpani es and the great social service agencies
t hat make this program run

We're grateful to the agencies, our
training partners, such as the National Latino
Education Institute and the Chicago Urban League, who
have been with us fromthe very begi nning; and our
more recent partners, the Austin Peoples Action
Center, the YWCA, Quad County Urban League, and
ASPI RA. These social services agencies work very
hard in every aspect of the program fromidentifying
strong candi dates and recruiting instructors to
providing the training that gives these deserving
candi dates the job skills needed to pursue good
career opportunities in the construction industry.

Thanks again to them that what began
as a pilot in 2013 with 10 compani es and 3 soci al
service agencies is now a full-fledged training
curriculumwi th 30 conpanies, 6 social service
agenci es helping to provide enmpl oyment opportunities
that for many participants would not have been
avail abl e before.
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We' ve al so partnered with Nicor Gas,
Peopl es and North Shore Gas, and BP Anerica in
partnership with the National Energy Education
Devel opment Project. We helped | aunch the Energi zing
Student Potential Program that's a STEM focused
energy program for Grades 5 through 8. Thi s program
provi des resources and grants funds to bring the
field of energy into the classroom and hel ps students
and teachers explore emerging technol ogi es and hel ps
school s meet next generation science standards and
goal s.

As | hope |I've highlighted for you
t oday, creating new opportunities is essential to the
great transformation underway in the energy and
utility industries as we work to enhance the val ue
t hat we deliver customers and prepare the region to
benefit from emerging technol ogy and affordable clean
energy sol utions.

We're very proud to play a key role in
t he support and effort and are excited about what it
hol ds for our customers, communities, and the region.

Thank you very much for your time and
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i nterest. "1l now turn it over to M chell e BI aise.
MS. M CHELLE BLAI SE: Thank you, Fidel.

It's a pleasure to be here, and I'm
grateful for the opportunity. l'd like to provide a
brief update on the Smart Grid Program & Al so
hi ghli ght the short and | onger term goals for our
supplier diversity program

As Senior Vice President of Technical
Services, | have the opportunity to work with many of
our supplier partners who contribute to the growth
and success of many firms and help them create jobs
and add value. As we often say at ComEd, our
procurenment process i s not just about awardi ng
contracts, it's really about forging partnerships
t hat hel p conpani es denonstrate their capabilities,
realize their potential, and deliver value to our
4 mllion customers.

This year we've conmpl eted nmost of the
Grid Modernization Program of the Smart Grid Program
We've installed more than 2.4 mllion digital smart
meters, and we're on track to conpleting the
installation of 4 mllion smart meters by 2018, 2
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years ahead of the original schedule.

Let nme highlight the progress that
we' ve made since we began the EIMA programin 2012.
We've replaced over 2600 m |l es of underground cabl e.
We' ve refurbished nearly 22,000 manhol es. We've
i nspected and treated nearly 600, 000 poles on the
system and we've installed over 2300 smart switches.

And the Smart Grid Program al so
continues to boost the regional econony. In 2015,
the Smart Grid work supported 4600 jobs. This is
i ncluding positions at ConmEd, our contractors, and
suppliers, and indirect positions created as a result
of the capital expenditures.

The Smart Grid Program remains a nmajor
focus for us, but there's several other initiatives
underway at the same tinme. Maj or projects are
underway in transm ssion and distribution system
i nvestments to continue to increase the reliability,
flexibility, and resiliency of our grid. These major
work streanms continue to create great opportunities
to build partnerships with well-established

organi zations as well as diverse suppliers in young
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conmpani es |1 ooking for opportunities to prove
t hensel ves.

We have several highly proactive
efforts in place to help make this happen. First
"1l start with tal king about our goals. The goal of
ConEd' s supplier diversity process is to ensure that
di versity-certified suppliers are always included in
t he procurenment process. To ensure this, we're
focused on identifying diversity-certified suppliers
that offer high-quality, cost-conpetitive goods and
services; and then we match them with the needs of
t he conpany.

In 2016, we're focused on increasing
di versity-certified supplier expenditures to nore
than $700 mllion dollars and nearly 31 percent of
our total procurement. To that, some of the actions
that we've taken is we're identifying areas fromthe
new and emergi ng technol ogy space where potenti al
di verse-certified suppliers can be devel oped. We're
devel opi ng nore suppliers, especially in historically
unrepresented categories such as Engi neering and
Construction. W' re continuing to encourage and
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assi st our non-diverse prime suppliers to devel op
subcontracting plans and prograns to increase the
utilization of Tier 2 diverse suppliers. And our
plan for increasing participation includes several
st eps.

In 2016, we're conducting a Tier 2
institute to promote utilization of
diversity-certified subcontractors with the ConEd
prime contracting comunity. We're identifying
opportunities to advance the certified supplier
inclusion during the National M nority Supplier
Devel opment Council's 2016 convention, which is also
in Chicago this year.

We're creating nore strategic
rel ati onships in devel oping diverse suppliers in
under-utilized categories, as | mentioned before,
targeting specific companies in our Transm ssion,
Substation Construction, and Engi neering Design
Services. And we're focused on continued i nprovement
in internal reporting for better tracking of diverse
spend and opportunities. We continue to also
benchmark best practices anong any two | eadi ng
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supplier diversity program

Meeting diversity goals is not a
one-time event. It's a continuous and proactive
process of defining, measuring, managing, evaluating,
and rewardi ng. Our diversity supplier initiatives
are growi ng, thanks in no small part to the strong
support anongst senior | eadership, the guidance of
our Board of Directors, and the comm tment of every
ComEd enpl oyee involved in the sourcing process.

As with all key areas of our business,
our performance and supplier diversity is constantly
measured so that we can identify ways to strengthen
and expand our inpact. The Diverse Business
Empower ment Office currently meets with ComEd's
senior | eadership on a nmonthly basis to discuss
current performance, upcom ng forecasts, identifying
gaps and initiatives to fill those gaps that allow
opportunities for diversity-certified suppliers.

We' ve al so improved our IT
infrastructure to enable us to better measure the
partici pants and opportunities that are being given
to diverse suppliers. In the area of training, we' ve
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introduced formal and informal supplier diversity
training throughout the conpany to offer counsel and
assistance to enmpl oyees that are engaging the
procurement process.

The Supplier Diversity Team trai ned
newl y- appoi nted category managers from our supplier
organi zation as well as project managers from our
operations organization in their key role as drivers
of supplier diversity efforts within their |ines of
busi ness. This includes education on how to drive
accountability, uncover potential diversity
opportunities, and to support -- and how to support
the conpetitive success of diversity-certified
suppliers.

Team members are conducting training
sessions focused on upcom ng projects on how to work
with direct suppliers to optim ze diverse
subcontracting. As well, diverse business
enmpower ment processes are integrated into the
day-to-day operation of our supply and sourcing
professionals who are required to coll aborate with
the Di verse Busi ness Enmpowernment Office to identify
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appropriate sourcing opportunities to increase spend
across the conpany.

In closing, | would |like to add that
our mssion is to maintain a world-class supplier
diversity program The Illinois General Assenmbly's
enactment of the Smart Grid Programin 2011 has put
t hat goal within reach. As we've highlighted today,
t hese and other major capital investments have
enabl ed us to not only meet but exceed the goals
established by the EIMA. W anticipate continued
growth in our diverse supplier spend as we deploy the
bal ance of the Smart Grid Program and ot her major
transm ssion and di stribution projects.

We're also excited about the
opportunities presented by the Next Generation Energy
Pl an that was introduced to the General Assembly in
April. We're especially excited that the program
woul d al so create thousands of new cl ean energy jobs
t hrough energy efficiency programs, energy
i nnovation, and renewabl e energy, and support -- and,
most primarily, support continued growth in our
di verse spend.
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As one of Illinois" |argest procurers
of goods and services, we appreciate the profound
i mpact that our decisions have on the evol ution of
II'1inois' diverse suppliers and our ability to help
build strong community and contri bute to the economc
vitality of the region

Thank you again for the opportunity to
speak with you today. We'Ill take any questions.

COMM SSI ONER MAYE- EDWARDS: | just have a quick
guestion, Ms. Bl aise. Can you el aborate a little bit
on the Tier 2 institute that you tal ked about -- |
find that fascinating in going through these
reports -- and if in previous years you've noticed
t hat that has been an issue?

And we'll touch on that on the round
table as well about Tier 2 -- problems finding the
Tier 2 vendors. Wuld you just talk a little bit
about that.

MS. M CHELLE BLAI SE: The Tier 2 institute,
it's coordinated by our Diverse Business Enmpower ment
Organi zation. We bring in our known Tier 2 vendors
in the area and really give them the opportunity to
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interact and network with our primes. And it's
maki ng that connection, as well as they get to
i ntroduce who they are and what they do.

And we al so bring in speakers who talk
about devel opi ng busi nesses, and we tal k about
programs of work that we he have across Exel on and
ComEd where there m ght be opportunities for them as
wel | .

COMM SSI ONER MAYE- EDWARDS: So are there Tier 2
vendors that participate that are hand-sel ected by
ComEd, or how does that work?

MS. M CHELLE BLAI SE: They are hand-sel ect ed,
yes.

COVMM SSI ONER MAYE- EDWARDS: And then they're
partnered with Prime?

MS. M CHELLE BLAI SE: They're partnered with
Prime, yes.

COMM SSI ONER MAYE- EDWARDS: | see. Okay.

Well, 1'd love to get nore detail on that.

MS. M CHELLE BLAI SE: Okay.

COMM SSI ONER MAYE- EDWARDS: If there are no
questions frommy coll eagues, we'd |like to thank
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ComEd. Ms. Pramaggi ore, thank you so very much.

And next we welcome Illinois American
Water, led by the president M. Bruce Hauk, to the
table. Thank you.

MR. BRUCE HAUK: M. Chairman, Comm ssioners,

t hank you for the opportunity to be here today and
present to you findings fromour 2015 Annual Report.
Also with nme here today are Dawn G | bert, our
Cor porate Supplier Diversity Manager with American
Wat er, our parent conpany. And many of you know
Jerry Garland, which is really the individual that
makes the biggest inpact in Illinois American Water
on supplier diversity. And with me as well is Dawn
Tom in, our External Affairs Specialist.

My goal is just to provide sone brief
comments on sonme of the inmpacts that we've seen in a
one-year time frame since taking the presidency of
Il 1inois American Water shortly after the start of
the year in '15, and then we will turn it over to
Jerry to give you some nore specifics on our program

One of the things that we'd like to
hi ghlight is, in 2015, Illinois American Water had
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many successes. | heard Comm ssioner del Valle
comment very well that this is not a celebration, but
| think it is important to recognize the hard work
t hat we've acconpli shed.

And | said |ast year, We're on a
journey, and the journey is certainly not anywhere
close to where the end of the journey would be.

We're very much in the early stages. And | would

al so acknowl edge that | won't be talking in billions,
but 1"lIl be talking in mllions. But it's al
relative, | think, when you take in the size and the

shape of the firm

|*"'m very much envi ous of the program
t hat ComEd has and the results that they've
presented, but |I'm very proud of Illinois American
Wat er and what we've done as well.

Overall spend with certified diverse
suppliers in 2015 nore than tripled our numbers in
2014. And Jerry will give you the specifics on that.

I1'linois American Water is commtted
to ensuring conmpliance with federal acquisition,

regul ation state | aws, and conpany policy, and
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internal bidding requirements. | comend its
continuance to connect best in-class suppliers to a
di verse supplier base. And echoing what was heard
earlier about second tier vendors, we'll continue to
be an opportunity to build the capacity of our
suppliers within Illinois American Water, connecting
them with our suppliers.

| want to give you an exanple of that.
Many of you have heard of the Jackie Joyner-Kersee
facility in East St. Louis. We've had two diverse
events there. One was a regional event between
M ssouri American Water and Illinois American Water,
and then nost recently one that was just primarily
for Illinois American Water where we connected second
tier vendors with primary vendors of our conpany to
connect that networking environment. And, to nmuch
success, those connections resulted in relationships
t hat created spend with diverse suppliers. So t hat
was a success in '15 as well.

Again, | kind of echo the comments
t hat Anne mentioned. \When you talk about diversity,
it's more than just supplier diversity. And that's
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the same with American Water of Illinois and Ameri can

Wat er . So we're really excited to provide some
hiring -- or demographics of our HR resources in the
presentation as well. And you'll be able to see, in

2014 and 2015, a significant comm tment of the

| eadership of Illinois American Water. And, again,
as Comm ssi oner Rosal es said, outcomes and results.
So we'll be able to present that as well.

So I'"lIl turn it over at this point to
Jerry.

MR. JERRY GARLAND: Thank you very much for
inviting us. | just kind of want to highlight a
couple of significant things that we've done since
our report in April.

We' ve created a supplier diversity
video that's on our external link. W sent the
connection to the Comm ssioners | ast week. Plus,
we' ve al so updated our external web page. Not only
does it point to diversity information for American
Water, but it also directs the visitors to the
I11inois Commerce Comm ssion where our diversity

report is filed.
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In addition to that, we have
coll aborated with some of our diverse partners that
we' ve devel oped over the | ast couple of years: Ur ban
Gl'S, which Nicor brought to our attention through a
phone call between Jerrold Hill and nyself; M| house
Engi neering, that Exelon brought to our attention,
with Terry calling nyself and discussing. So there
is a lot of sharing of best practices and best
conmpani es that we're -- with the IUBDC, that we're
movi ng forward through.

In addition to the | UBDC events that
we had | ast year, we also had a Leadi ng Supplier
Academy Wor kshop. This is where, |ike Bruce
menti oned, that we bring our prime contractors in to
meet diverse providers for second tier. But we al so
had an extremely successful one for a company -- a
di verse supplier who is a distributor of electrical
equi pment .

So maj or electrical contractors |ike,
in our region, Sachs Electric can start building a
relationship with those suppliers. This particular
company is a prime supplier to the Tennessee Vall ey
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authority for electrical cables, switch gears,
transformers. So we brought theminto the -- they
entered into the St. Louis community on a very small
basis, and then we hel ped introduce themto the
el ectrical contractors in the Greater St. Louis
Metropolitan area. And, in fact, just these past few
weeks they just received their first second tier
contract with one of our prime contractors, which
we're very proud of.

In addition to that, |ast year we
hel ped certify 11 conpanies that were working in the
field; but, for whatever reason, they never becanme
certified companies. Sonme were women-owned. Some
were small businesses. Sone were veteran-owned. The
vet eran-owned ones are very difficult. It's a very
| engt hy and | abori ous process for them But we call
and encourage. We contact state resources |ike CMS,
CMS has been a great resource in helping us get sone
of the smaller veteran companies certified, and |
would like to thank them for their help as well

If we can go to the next slide, this
is our corporate overview. W had over a billion and
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a half from sourcebale spend. At the corporate

| evel, with certified diverse suppliers, we're about
17. 16 percent. Our goal for 2015 was 18 percent.
It's just been increased to 20 percent for 2016. So
we are moving the needle up, and we'll stretch those
as we achieve our ml estones.

The next slide is what we were able to
do in Illinois American Water. Basically, we went
froma little over 3.68 percent in 2014 to 1.67
percent in 2015. So that's a triple effect.

One of the things that Bruce inmparts
to all of his direct reports and first-time managers
is if you can't measure sonmething, you can't inprove
it. So as of 2 nmonths ago, we now have nonthly
reporting on our supplier diversity spend agai nst our
entire spend. This is spend which is reported out at
the district level to all of our first-Iine
supervi sors throughout the state so that they can
keep an eye on their spend and so we're not only
| ooking at big projects, but we're | ooking at the
small things in the community as well, and trying to
keep an eye on the prize, where our managers have a
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guantitative ability to see what they're doing in
t heir own business.

Go to the next side, please. This is
just the comparison from 2014 to 2015. We'l|
continue to have this conparison throughout our
reporting in the future. W'IlIl take a 2-year | o0k
back at the current year as a reference point of
where we're going.

You can see fromthe slide that we
were at 3.68 percent for certified spend in 2014. W
achieved 11. 67 percent for 2015. Our goal from our
10-year plan that we provided in |ast year's report
for 2014 was 4.6 percent. So we exceeded that goal
consi derably. And as we stated in our 10-year plan,
we take our prior year's actual and add to that for
the next year's rate. So in this instance it would
have been 12. 67 percent. But since it was so close
we just went to the 13 percent for 2016. So that
increase i s about a 9-and-a-half mllion dollar
increase in diverse spend in 2014 over to 2015.

We've had a great year bringing in new
conmpani es. Some of these have been at work for a
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coupl e of years that we're bringing in. FI'inn

Engi neering is a small woman- owned business that's a
start-up conpany. Last year they had one enpl oyee at
t he begi nning of the year. Now t hey have 10.

American Suncraft is a veteran-owned
busi ness. They do painting of our tanks and
restoration of our tanks. Urban GI'S was a conpany
t hat Ni cor brought to our attention. Although we had
no spend recorded in 2015, our numbers for 2016 wil
have close to a half a mllion dollar spend with
Urban GIS this year.

Yukon Equi pment is a Native American
conpany who's a distributor of Pace equipment. W' ve
purchased backhoes fromthem about $1.3 mllion
doll ars worth | ast year.

Gonzal ez Engineering is a Hispanic
engi neering firm-- professional services -- who
we' ve been using for the |ast couple of years and
continue to grow with the success of their design
wor k for us.

ConEd brought to our attention
M | house Engi neeri ng. We courted for a long tinme
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| ast year. This year they were just awarded their
first contract with us, and they have 2 pending
contracts that are in the bidding process right now,
and their chance of success is pretty good. They're
a great conmpany to work with.

Lange Tech is a woman-owned conpany.
They specialize in the automati on and programm ng our
dat abase, which is our platformfor conmmunication of
our instrumentation, and monitoring our system
t hroughout our infrastructure.

When you go to our web site with the

link that we've provided, there's a -- on the bottom
right of the web site will be a picture at the end of
t he presentation. It's called Success Stories.

We're going to feature an individual success story
every nonth for each one of these suppliers, and then
we're just going to rotate them through. So please
visit our web site often and frequently. | f you have
any questions, please give me a call.

Speaki ng nore about where we're going,
we continue to try to enhance our reporting

capabilities. W're still not where we need to be.
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We all realize that. W're having an upgrade to our
supply chain platform which is SIC for us. We're a
for Pto P portal. That roll-out isn't expected
until the fourth quarter of this year, which wll
provi de us enhanced reporting capabilities where we
can slice and dice the data. Ri ght now the report --
to break down the MBEs it's a manual process. W're
trying to get to where it's an automated process so
t hat we can evaluate the data quickly and be able to
report back to our people quickly.

This year we've partnered with the
Il 1inois Hispanic Chamber of Commerce. At an event
t hat we attended a couple weeks ago they were very
hel pful actually at the MMSDC | ocal event that
happened about 6 weeks ago here in Chicago. | was
able to meet some great people fromthe Illinois
Hi spani ¢ Chamber of Commerce. We made sonme great
connections. They're helping me with a couple of our
smal | er suppliers that aren't currently certified and
al so are hel ping those smaller suppliers become
certified, offering them classes on how to manage
their business on a daily basis and also providing IT
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training to the company. They're an extrenely great
resource of American Water, and we're very proud to
be partnered with the Illinois Hi spanic Chamber of
Comer ce.

We tal ked about increasing our goal.
And our goal for this year is 13 percent.

Next slide, please. And then as part
of increasing our spend so nmuch in 2015, we've
modi fi ed our 10-year plan, after Year 1, from an
end-year goal of 14 percent to 20 percent. So we are
movi ng the needl e.

The Leadi ng Supplier Acadeny
Wor kshop -- we talked briefly about that earlier --
is providing opportunities for the mnority community
to partner with our primes and al so have our prinmes
have the ability to reach out to the mnority
community of people that they may or may not have
worked with in the past. This has been very
successful for us. It's usually a very -- for lack
of a better word, an intimate type of event where we
pick a diverse supplier, and then we bring in
contractors that are primes that aren't diverse --
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half a dozen to a dozen -- to meet with a diverse
supplier and perform these partnerships. And it's
been very successful for us. | try to do it on a
smal l er scale, more informal.

MR. BRUCE HAUK: " m going to step in on the
next two slides, if you will. And this is something
exciting for us as we get ready to present.

| shared with the Chairmn earli er

today a little bit about what we'll call the American
Water Story in Illinois. W partnered with the
University of Illinois' Regional Econom c

Applications Laboratory to do an econom c i nmpact on
American Water as a whol e.

As you know, Anmerican Water is |arger
than just Illinois American Water, as we have the
CSG, the MSG, the Laboratory, and the Call Center.
And so what was important is, although we're
reporting on our supplier diversity for Illinois

American Water, we wanted to represent that in 2015

we had 1,036 enpl oyees across the state of Illinois
spend 52 mllion in salaries and wages. And for
every 1 dollar -- for every dollar spent in the state
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of Illinois by American Water, it created 86 cents of
econom c devel opment. So there's a great opportunity
to further diversify the supply within the state.

And next, the piece that | talked
about earlier, that it's bigger than just supplier
diversity. And then Illinois American Water, in 2014
we only had 23 percent non-diverse hiring, and in
2015 we increased that percentage to al most 70
percent. So that was 3 enpl oyees diversified in
15 -- from'14 to '15. So we're very proud of that
initiative and expect to continue to grow in those
areas.

And then, lastly, I'll turn it back
over to Jerry for the 2 projects that create
diversified supplier opportunities in Illinois based
on work that we're doing.

MR. JERRY GARLAND: Our energy efficiencies are
alittle bit different than ComEd's, but these are 2
not abl e projects that we started |ast year that were
in the initial phases; and then in 2016 we wil
primarily complete the construction.

But Peoria is a good exanple of us
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wor ki ng with our suppliers. Oser Jacobs (phonetic)

was the prime contractor. They won the bid. Their
di versity participation -- although, at that time

t hey were not a diverse contractor -- was,

approxi mately, 11 percent. Last week they attained

their WBE certification. So we went from 10 percent
of the 5.7 mllion dollar contract to al nost 5
mllion. And the reason | say 5 mllion is in 2015
we'd paid over $800,000 so far in invoices. So
that's the past, and we can't count that; but for
this year the remaining balance of a little |l ess than
5 mllion will be towards our diversity goal

And East St. Louis Water Treat ment
Pl ant, that was also conpetitively bid out. W
awarded it to Sachs Electric. They had a little over
15 percent diversity participation. As a result of
Our Leadi ng Academnmy Supplier Wrkshop with
diversified supply, they're now being awarded a | ot
of the electric wiring for that upgrade. So they're
going to exceed their 15 percent. Pl us, we brought
in a new diverse supplier player into the St. Louis
region, and not only will they be providing Sachs
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wiring and cabling for this project but for other
projects that Sachs Electric is doing in the
community that has nothing to do with American Water.

MR. BRUCE HAUK: And that's a significant
change from'15 to '16. You'll see in the annua
report that we changed the requirements for
subcontracting to include 15 percent diverse spend
versus 10, which is our older number. So we're
continuing to raise the bar.

And | think that's the summtion of
our report. We'Ill be happy to answer any questions,
Comm ssi oners.

COWMM SSI ONER ROSALES: Jerry, you nentioned
t hat you were working with some diverse suppliers and
t hat they were having a hard time getting certified.
What are your qualifications on certification?

MR. JERRY GARLAND: The qualifications for
certification are at the end of our annual report.
They just have to be with a recognized certified
body. So the City of Chicago, CMS, NMSDC, et cetera.

And in the | ast couple of pages in our
annual report, and also on our diversity web site,
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there's a link that says, "Get Certified"; it lists

all of the certified agencies with a phone number,

and e-mail, and a web address for them to get

certified. In addition to that, if they're having
difficulty, I |let our suppliers know that they can
contact me, and | make a personal reach-out. ' ve

made personal reach-outs to CMS, and they've been
extremely hel pful in getting some of our suppliers
certified. The Illinois Hispanic Chamber of Commerce

is helping a couple of our vendors getting their MBE

certification as well. So it's kind of a
coll aborative effort. W' ve provided the resource.
But if the supplier is still having difficulty, we

try to go the extra step.

We al so have a mnority legal firm
that's in Chanpaign, Urbana that specializes in
hel pi ng conmpani es become certified, but it's at a
fee. And we've had two suppliers utilize that |ega
firmas well.

COVMM SSI ONER ROSALES: So would -- maybe that's
anot her resource. Maybe somebody could bring it up
at the round table. Because how many coul d not
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become a part of your nunbers because they coul dn't
become certified?

MR. JERRY GARLAND: The ones that we're having
the greatest difficulty with in becom ng certified
are veterans. Veteran-owned businesses are held to a
hi gher | evel of accountability than other mnorities.

And I'11 give you and exanmpl e. | f
you're a straight MBE and you own a deal ership that
sells cars, you can beconme certified as an MBE. But
t he Veterans Adm nistration has dollar threshol ds and
size. Although the margins are small on
vet eran-owned conpani es and the agreement that they
have with the OEM the Original Equi pment
Manuf acturing -- the Fords, the Sterlings, whoever --
you know, their gross sales are very l|large; their
mar gi ns are smal |. But the qualification criteria
with the Veterans Adm nistration is total annual
sal es. So they're basically thrown out of becom ng
certified.

MR. BRUCE HAUK: So, Jerry, would you -- for
t he benefit of the Comm ssioners, would you suggest

t hat the biggest chall enge that we have is with
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veteran certification and not with those areas?

MR. JERRY GARLAND: Yes. Veterans usually --
even for a sinple veteran certification, if go to the
Vet erans Adm nistration, it's a 9 to 12-nonth process
versus, if you go through CMS to becone certified as
an MBE conpany, it's a 90-day process.

MS. DAWN Gl LBERT: But to clarify,

Comm ssioner, we recognize in one reporting certified
and uncertified. So if you self-identify as a

m nority, we recognize that as well; but that does
not -- that's not what we're reporting to you as far

as our dat a.

COVMM SSI ONER ROSALES: Okay. | appreciate
t hat .
The | ast question, if | could,
Comm ssioner...?
COMM SSI ONER MAYE- EDWARDS: Of course.
COVM SSI ONER ROSALES: It's just a question;
and | mssed it. And | apologize to Anne and the

fol ks at ComEd.
The | egal work, what category is that

put under?
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MS. DAWN Gl LBERT: Prof essi onal Services.

MR. JERRY GARLAND: Prof essi onal Services.

COMM SSI ONER ROSALES: Thank you.

COMM SSI ONER MAYE- EDWARDS: Thank you,
Comm ssi oner Rosal es.

And | just wanted to just add on to
his question. It's a question that | had when | was
| ooki ng through the report as it relates to Illinois
American Water for the self-certified. And I
understand that you all still do that, and that we
talked a little bit about it |ast year.

But it just seens as though it doesn't
seem | i ke a very good -- | don't know that --

s it effective? Do you find that you
ever have issues with those who are self-certified
who may not actually be within that enterprise that
they claimto be or...?

MS. DAWN GI LBERT: Well, what we try to do is
encourage themto receive certification, because our
data -- we like for our data to be auditable. And in
order for it to be auditable, we nust have a
certificate. So I can't stop you from
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self-identifying as a woman-owned business if you're
not a woman-owned business. You can say, My wife is
t he head of the business.
Well, we asked you to get certified.

So in our systemwe list certified or self-identified
suppliers. And depending on the requirements of PUC*
or the Comm ssion, that's the data that we provide.
| f you honor that, you may identify. And because of
the recent |l egislation around LGBT and a very few
certifying bodies, we recognize that as well
uncertified or certified -- | mean, self-certified as
wel |l as certified.

MR. JERRY GARLAND: The 11.6 percent that we
identified is only certified.

COMM SSI ONER MAYE- EDWARDS: Ri ght . | did
under st and that. | just was wondering from a
whol e -- out of the 5 utilities that are required
under this legislation, | think Illinois American
Water is the only one who allows self-certification.

MS. DAWN Gl LBERT: And, al so, because we have
to report the cases to the federal government as part

of our business that we do with the mlitary bases,
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we al so report self-certified and certified. So
that's why we cached that data.

COMM SSI ONER MAYE- EDWARDS: Any ot her
gquestions?

(No response.)

COMM SSI ONER MAYE- EDWARDS: Well, with that, we
are very thankful to Illinois American Water.

M. Hauk, thank you and your team for
bei ng here today.

We are going to take a 5-m nute -- no
| onger -- a 5-mnute break.

COMM SSI ONER ROSALES: Comm ssioner?

COMM SSI ONER MAYE- EDWARDS: Yes, Comm ssioner
Rosal es?

COWM SSI ONER ROSALES: Yeah, | did want to add
that Illinois State Representative WII| Davis has
arrived. So |I just wanted to recognize himand thank
himfor comng all the way from Springfield to be
here.

COMM SSI ONER MAYE- EDWARDS: Thank you,

Represent ati ve. You will be acknow edged right after
the 5-m nute break. Thank you.
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(Whereupon, a brief recess was
t aken.)

COMM SSI ONER MAYE- EDWARDS: Thank you,
everyone. l"d like to turn it over to ny coll eague
Comm ssioner del Valle.

COMM SSI ONER DEL VALLE: Thank you,
Comm ssi oner.

Wth us today, as indicated before the
break, is State Representative WII| Davis. WII
Davis is a friend and a legislature in Springfield
that | have a tremendous anmount of respect for
because of his work. He's been a tireless advocate
for greater access and opportunity for all
communities to econom c devel opnment in all of
Il'linois. And he was anong those most responsible
for the | aw that produced the reports that we are
di scussing here today and the law that calls for us
to nmeet and discuss this inmportant issue on an annual
basis. And that component of the legislation is very
i mportant.

Thank you for your work,
Representative Davis, and for taking the time out of
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your busy schedul e. | know you've got a | ot going
on. And of course we now invite you to say a few
wor ds.

STATE REPRESENTATI VE W LL DAVI S: Thank you
very much, Comm ssioner del Valle, Chairman Sheahan,
and the remai ning Comm ssioners. Thank you for
all owing me the opportunity to come before you again.
It's very, very much appreci ated. Supplier diversity
is, in deed, very inmportant work.

From ny perspective as a now 7 --
al most 8 -- termlegislator, what |1've cone to
appreciate is that in the conversation, whether it's
by way of the State of Illinois or on their own, we
have a | ot of companies in the state of Illinois
spendi ng noney to do a variety of different things.

And | just, unapol ogetically, think
that there could be, and should be, some focus put
specifically on what we do as it relates to the
diversity of spending that money and that we should
tal k about, aggressively, ways to increase diversity,
whet her it's on the employment side as well as the
spend side of things, or the supplier side of things,
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as wel | .

Since we've started down this path, as
| ' m sure you' ve heard today from those that have
al ready presented -- and those that will present wll
probably tal k about how they've started one place and
t hey' ve gotten better than where they were. And each
one of them probably desires to continue to do nore,
and we appreciate the conversation in this setting to
do that; but we just have to continue fromthe
governnment side to continue to push those
conversations, to continue to push to make sure that
t hey are doing so.

|'ve | earned that it's not enough just
to pass a bill and walk away riding off into the
sunset wavi ng your hand. You have to continue to
stay engaged. You have to continue to ask questions.
You have to continue to make yourself available to
t he conversati on. You have to, particularly, make
yourself available to the vendors. And |I think that
some of what gets lost is not all of the vendors
know, A, about the |egislative process or who
spear - heads those conversations, and that by
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spear - headi ng those conversations they can cone to me
or other |egislators and say, You know, here are ny
chal | enges, Here are ny issues, How can you help me
to address them? And that's something that |'ve
continued to try to do.

There's one vendor in particular who I
am continuing to be involved with because | think
t hat that conpany can be the poster child for what
we're tal king about. So, again, | will always
continue to be an advocate and continue to push.

One of the things that | have stated
to a few of the staff, and |I just mentioned it to the
Chairman, is while we're hearing fromthe conmpany
side of this conversation -- and | don't know how to
do it necessarily -- maybe we can consider hearing
fromthe vendors' side of this conversation
Because, to the extent in which they are trying to
make themsel ves avail able for these opportunities and
we hear the requirenments that are necessary so that
t hey can participate, we think that there's still
some ot her challenges that they're having. We still
think that there are some issues there. And if this
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is our forum if this is our platform then we have
to figure out how to do it. And |I'm sensitive enough
to know and smart |I'm smart enough to know that you
put a vendor here, and while they want to tell you
the truth, they may be hesitant to tell the truth for
fear of not being able to get business. And that's
just an unfortunate reality of where we are.

So how we create that environment and
that platformis very inportant, to give themthe
opportunity to be able to speak freely about the
difficulties that they're having. And they're trying
to contact and work with these conpanies, as well as
when they reach out to someone like me, to try to ask
about how to do work and get this business.

So we' |l figure that out, but | think

that may be the next iteration of where we are now.

Because, again, | think you'll hear fromthe
conmpani es -- and we appl aud what they've done up to
this point. Let's not mnim ze what they've done up
to this point. But | think our objective is if

you've got qualified mnority vendors in al
categories, you know, let's work a little harder to
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give them the opportunity.

And one of the things that comes up,
ironically enough, is that what |'ve | earned from a
| ot of these small vendors is that their desire is to
stay small. They're not trying to necessarily grow
to be primes. So the prime vendors that are out
t here need not be threatened by some of these smaller
compani es. They are confortable with where they are.
They want to continue along that path and that
trajectory in maintaining where they are. They have
no desire to become, you know, a huge conglonmerate to
some degree. So, again, let's do what we can to give
them the opportunity to continue to work.

What we've | earned from diverse
vendors is that their own workforce is diverse as
wel | . Bl ack vendors hire black individuals. Lati no
hire Latino individuals. Wmen hire women. And
we' ve seen significant evidence, particularly on the
women's side of things -- not that there aren't
movement around in all respects, but a company out in
t he South Suburbs is going to |look to hire people in
t he South Suburbs is, essentially, what I'"'mtrying to
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say.

So whatever we can do to continue to
push, to continue to urge, to continue to partner
with the conmpanies that are presenting for you today,
that is ultimtely what we want to do. We will
continue to work in that vein.

And 1'd be rem ss before |I end to just
at | east, again, acknow edge a program that's kind of
spun out of these conversations called the CONSTRUCT
Program  And nmost of our utility companies
participate in the CONSTRUCT Program where they're
| ooki ng, specifically, to train -- offer basic
training for diversity in the workforce. They can
work for the conpany specifically as well as for the
vendors that are partnering with these conmpanies as
well. We've experienced graduations upwards of 50,
60, 70 individuals. And many of them wal k away from
t hat graduation with a job, which is something that
we really, really are happy for and that we're
exci ted about.

So continuing to have prograns |ike
that to continue to grow themis inmportant because
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t he compani es are now i nvesting in the people that
they want to hire, which is inmportant for them but
it also creates a |level of participation where
they're making sure that individuals that are being

trained are the quality of individuals that they need

so that when they graduate, they know that 1've given
what's necessary for that individual. So he can
come -- he or she can come work for me, and | have no

challenges with the quality of their training as a
resul t.
So the CONSTRUCT Program agai n,

spear - headed by ComEd, participating with Nicor and

Peopl es Energy -- and maybe there's an opportunity to
do something simlar, if they're not already doing
it, in Downstate Illinois with Ameren. But it's a
great program It's worked very well, and we
continue to grow it. And | want to make sure that I

acknow edge those individuals fromthe CONSTRUCT
Program as wel | .

But, again, the opportunity to have
this dialogue in front of you is extremely inmportant.

"' m | ooking forward to continuing to be that partner
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on supplier diversity, acknow edgi ng where we've
fallen short, and doing what we can |l egislatively to
try to raise that back up

But, again, if | can be of service to
t he Comm ssion, | certainly want to be of service to
the Comm ssion as well as partnering with the other
conpani es that are in the audience today to increase
supplier diversity and enpl oyment diversity within
their ranks to the best of our ability. Thank you
very much.

(Appl ause.)

COMM SSI ONER MAYE- EDWARDS: Thank you,
Representative Davi s. | echo nmy coll eague
Comm ssioner del Valle in saying that we know you are
a mover and a shaker. And sometines it's not easy --
oftentimes it's not easy to be the person who is
movi ng the needle forward, but you have done it. And
for that, we are grateful and appreciative.

There was one thing that you said that
| was shaking my head on because since establishing
our Office of Diversity and Community Affairs we have
had a | ot of vendors to reach out to us at the ICC
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t hrough that office and say, Well, things aren't
exactly as we thought, or There's this program and
it's kind of nmore on the outside as it actually is,
participating in it.

And it kind of gave us the thought to
say, Let's bring some vendors in to this particular
session, and let's get a vendor perspective. But you
hit the nail on the head when you said that they are
very hesitant. They feel as though if they express
their true concerns and their real thoughts and

perceptions on some the prograns that have been

stated in some of these reports, that they'll be
puni shed, that they will not be utilized in the
future.

So we do have to sit down and figure
out -- and | think Comm ssioner del Valle and |I were
just saying to one another earlier, you know, we
really have to -- we want to make sure that we have
very thought -provoking di al ogue at this policy
session. And so we need to figure out how can we get
vendors to come to the table, to be confortable
speaki ng about their experience -- hopefully,
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positive ones, but maybe what -- and nothing

negative, so to speak -- but what are sone
opportunities for our utilities.

Because that's what we want. We want
to all work together. You know, there's no
puni shment here. We want to work together. W want

to improve. We want to make sure that it's happening
t oget her.

STATE REPRESENTATI VE W LL DAVI S: I n addition
to that, you know, access capital. You know, how do
we encourage access to capital, as the Chairmn
st at ed. You know, that's just another thing that we
need to be thinking proactively about, how to
continue to help hour diverse vendors, you know, to
increase their opportunities.

COMM SSI ONER DEL VALLE: | just want to briefly
add that access to capital is critical. And we've
been hearing about a |lack of access for decades, and
it's one of the primary reasons for the |ack of
growt h and why we don't see nore primes out there.

But I, very briefly, want to respond
to a couple of things that you said that | agree with
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you whol eheartedly on. One is, we have to | ook at

di fferent ways of evaluating progress. And as | was
saying earlier, one of the ways that | | ook at
progress is, Are you increasing the nunmber of
participants?

You menti oned one vendor who has been
talking to you. The problemis that many times
peopl e don't know where to go; and they're the little
guys who get left out. And so | nuch appreciate you
saying that these little guys are not |ooking to
become super big guys. They want to do some worKk.
And, yes, they may evolve, and certainly we would be
happy if that happens. But it's inportant that when
we | ook at these reports every year, that we | ook at
t he number of new vendors that have conme on board
regardl ess of their size. ' m tal king about mnority
vendors: women, veteran, et cetera. And | think you
agree that the reports should | ook at and come up
with that type of information.

Second, the CONSTRUCT Programis a
wonder ful program and kudos to everyone invol ved.
Beauti ful . But | ook at the scale. 80 percent
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pl acement rate. Excel | ent. But | ook at the number
of participants. Now with Nicor and the other
conpani es involved -- | nmean, | ook at how many fol ks
are involved here -- we should be able to see that
program scale up quite a bit.

STATE REPRESENTATI VE W LL SM TH: Absol ut el y.

COVMM SSI ONER DEL VALLE: Because there are |lots
el i gi ble people out there that can be identified by

the partners, the community organi zations that are in

partnership here -- the community coll eges, et
cetera -- to identify individuals who have the
potential, who will succeed, and who will beconme

great empl oyees for these conpani es and ot her
conmpani es.

And so | would hope that -- and I'm
sure that you desire to see this scaled up because of
t he unempl oyment rate; and we want to make sure that
it's reflective of the geography of the popul ati on.
l'"'min the process now - -

And | know that you're really
concerned about making sure that the South Suburbs
are well-represented in that. So all of those kinds
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of analyses need to take place in order to really
truly measure progress.

STATE REPRESENTATI VE W LL SM TH: And,
Comm ssioner, let me just -- because of our work here
we have, through | egislation, expanded our | ook at
supplier diversity. And our | atest iteration of that
was House Bill 4370, which is taking a | ook at
hospi tals.

In 2013, hospitals spent in
construction alone $2.5 billion dollars. W' ve taken
a |l ook at that one. W have a bill that's nmoving us
in the right direction. W're probably going to need
to do sonme legislation with it, but it's getting us
in the right direction. But, yet, another
opportunity for diverse suppliers to have access to,
you know, a huge ampunt of spend that takes place in
the state of Illinois.

COMM SSI ONER DEL VALLE: Thank you.

COMM SSI ONER MAYE- EDWARDS: Thank you very
much, Representative Davis.

COMM SSI ONER ROSALES: Representative?

COMM SSI ONER MAYE- EDWARDS: Oh, my apol ogi es.
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Go ahead.

COMM SSI ONER ROSALES: | just want to thank you
for the work that you've done. And one part that
do want to point out -- and |I've been here a year --
is the fact that, with the Chairman and ny fell ow
Comm ssioners, the communication is just great.

We get that feedback from vendors.
They' Il tell us right away, wi thout having to be
specific, if the RFP is not going out to everybody or
if there was a problemon a job site. So with the
| eadership that we have here the fact that we had
Dani sha in that position and now Lisa in that
position, there is a comunication between the two,
and | think it's worked well from all of us. | mean,
we're the nost diverse panel that you can think of in
the state to me. So we really try to do the right
thing in our community.

And one of the things that I'mreally
proud of in the year that |I've been here is just the
communi cati on and the work that Comm ssioner Edwards
has done and the folks in Diversity with Lisa and
Dani sha. We get a | ot of that feedback. And t hen,
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in turn, we get to go back and say, Hey, what's the
story here? So it seenms like it's working so far --
so far.
But we appreciate all of the work that

you' ve done.

STATE REPRESENTATI VE W LL SM TH: Thank you al
very much. Thank you for your time.

COMM SSI ONER MAYE- EDWARDS: Thank you.

Wth that, we would |like to wel come

Ni cor Gas. And that will be presented by their
| eader M. Melivn WIlliams, who is the president.
We wel come you, M. Williams. W are

ready when you are.

MR. MELVIN W LLI AMS: Good afternoon. 1'd |ike
to thank you for hosting us today. And |I'm pleased
to be here to share with you the Nicor Gas Supplier
Diversity Results for 2015. Wth me is Jerrold Hill,
our Managing Director of Supplier Diversity.

Before | begin ny formal remarks |
would I'ike to comment on the |ast dialogue around
engagi ng diverse partners, both existing and
potential partners. One of the objectives of the
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| UBDC' s strategic plan for 2016 is to do exactly
that, to create a forum where we will allow our
current partners across all of the respective

organi zations to give us feedback, to offer us the

t heir perspectives around not only our individual
engagenment for our respective organizations, but our
engagenment on behalf of the | UBDC.

Now, as you know, our strategic plan,
this is the first year that we have that plan that we
put forth, which means we're going to have to ensure
that we're executing around the plan that we've put
forth. And we have continued to seek opportunities
to engage different groups in ternms of providing the
| UBDC with their feedback and perspective.

So | would have you know that that is
one of our objectives, and nore to come. And | would
certainly offer the opportunity in the round table
for both my colleagues and | to offer any initial
f eedback with regard to that.

COMM SSI ONER MAYE- EDWARDS: We woul d | ove that.
Thank you
MR. MELI VN W LLI AMS: Thank you
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As president of Nicor Gas and Chair of
the Illinois Utility Business Diversity Council, I've
been afforded the opportunity to influence the
narrative regarding the often conplex conversation
around organi zati onal and business diversity. | also
have the responsibility of driving measurable,
sustai nable results for my business.

Last year Nicor Gas commtted to
maki ng measurabl e i nprovements in our diverse
busi ness expenditures while focusing on expandi ng
opportunities in professional services areas of our
busi ness.

| am pleased to share with you that
we' ve exceeded our overarching goal of improving our
overall results, increased our diverse supplier
participation, and that we've made progress with
di verse busi ness partnerships in many areas,

i ncludi ng Engi neering, Project Management,
Architectural Design, Legal, and Financial Services.

This progress is inmportant to us
because our comm tment to engaging in diversity
ext ends beyond just our core conpetency around
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infrastructure replacement and mai ntaining gas
pi peline; but equally important is our focus on
changi ng the narrative.

2015 was a year of nonmentum for
busi ness diversity at Nicor. W devel oped a
mul ti-year strategic road map. We took measures to
emphasi ze the value of the business inperative
regardi ng busi ness and organi zational diversity.

We empower ed our enpl oyees across the
conpany to ensure that we were providing themwth
t he education, the tools, and the processes to enable
t he change. That was the theme of our organization
for 2015.

| am pleased to say that the narrative
around diversity is changing at Nicor Gas, but we
recogni ze that that change does not sinmply happen by
i nertia. Ef fecti ve sustai nable change nust be fuel ed
by intention.

Our comm tnment to business diversity
is neither a program or priority. That's one of ny
favorite comments, because progranms end and
priorities change. W believe that our organization
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must treat business diversity as a value and a
strategic business inperative. Diversity is a val ue
t hat influences how we engage both our internal and
external stakehol ders. Our engagenment i s based on
our foundational pillars of supplier diversity
advocacy, development, procurement, and reporting.

As | nmentioned, in 2015 we devel oped a
mul ti-year strategic road map centered on internal
and external engagement, cultural change,
sustainability and maturity. This road map is
reflective of our intentional focus around continuous
i mprovenent and our desire to continue to raise the
expectations around business diversity within our
organi zati on.

We i mpl emented a number of changes in
2015 to hold ourselves accountabl e for achieving
t hese results. First, our performnce and
devel opment process was expanded to include diversity
as a conpetency dinmension that | eaders are
responsi ble for denmonstrating. Supplier diversity
measures are now a conmponent of our conpensation,
further enphasizing our commtnment at the senior
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| eadership | evel of our organization.

We focused on consistent application
of a bal ance score card, taking nultiple factors to
i nclude diversity into account during the procurenent
process. And that's the one that I'd like to
el aborate on in the roundtable discussions, if |I may.

Our intentional initiatives such as
Link & Learn, to Enpl oyer Resource Groups, and ny
personal engagement with senior |eaders further
supported the message of understandi ng regarding the
strategic inperative of our business, diversity
comm tment throughout our organization.

These efforts reflect an ongoing
maturity in our understandi ng, empowerment, and
comm tment to diversity as a key business driver.
They serve as the foundation for continued growth and
success within our organization.

Externally, we also continued our
efforts to advocate, devel op, and create
opportunities for diverse businesses. In 2015, we
hosted Nicor Gas's first matchmaking event,
partnering with elected officials and several |ocal
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advocacy groups. This event enabl ed dozens of
di verse businesses to engage and explore
opportunities with key prime partners at Nicor Gas.
Our Supplier Diversity Business
Devel opment Program was tailored to focus on
strategic goals and devel opment, the objective of our
busi ness, based on a |long-term horizon. The program
provi des exposure to our business through structured
education sessions.
Conpany | eaders serve as mentors as
t hey guide their business partners through
i ndi vidualized devel opment plans to help them achieve
t heir goals. Numer ous busi nesses have been benefited
fromthe program New contracts,
busi ness-to-busi ness contacts, and expanded service

offerings are some of the results that we have seen

t hus far.

And, lastly, the support and
col I aboration amongst the utilities here today has
risen to a |level only possible through the Illinois
Utility Business Diversity Council. W continue to

make progress towards our m ssion of serving the
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Illinois utilities as a forum for best practice

hearing and informati on exchanged in advancing the

growth and utilization of utility-based diverse
busi nesses in the state of Illinois.
We will talk more specifically about

our collective progress in the com ng nmonths.

However, | feel it is important to note that 2015 was
a formative year for the organization and that
maturity of our respective conpanies around business
diversity initiatives. Our results are reflective of
our 2015 initiatives, and we're proud of our total
MWBE spend of $120 mllion dollars. That represents
a historical high for Nicor Gas. That number
represents 22.17 percent spend with MWBEs, up from
13. 15 percent | ast year.

Our 2015 initiatives established a
framework that will drive accountability and
sustainability in our business diversity efforts.
These initiatives -- including our updated
conpensation program the inmplementation of a bal ance
score card, and our external engagement -- have
hel ped us not only increase our spend but provide
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greater access and broaden the opportunities for

di verse busi nesses. In fact, our efforts to increase
access and opportunities generated nmore than

$10 mllion dollars with new MWBEs and nore than

$27 mllion dollars increase with existing partners.

Since 2012 we've shown measurabl e
progress each year, and our goal is to continue to
build on that progress that we've made. 2 years ago
we made a firmcommtment to significantly inmprove
our diverse spending results. | am pleased with the
continued progress that we've made, and chall enge --
we continue to challenge ourselves to meet our
comm tments each year.

We set a goal in 2016 to grow our
diversity of our value chain and to increase our
year-over-year spending. We will continue to focus
on achi eving sustainable measurable results over the
next several years. Our overall goal is to mature
each year by enhancing our focus on people, process,
and an organi zational culture.

We have several initiatives underway
that will assist in neeting that goal. We will
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build on the success of our initial construction and
engi neering summt by hosting a simlar event in
2016. We will continue to establish and expand our
partnership through the diverse professional services
compani es much |ike the progress that we've
experienced over the last 6 nonths in the financial
and | egal areas of our business. We will continue to
cultivate those relationships, and hopefully we wil
continue to grow new firms and expand those
opportunities with existing partners as a part of our
overal |l objectives.

We will continue to enhance our
supplier diversity business devel opment program and
expand the diversity of our business participation to
i nclude more professional services firms.

Over the past year our efforts to
engage key prime partners through periodic diversity
assessnment have resulted in nmeasurable progress. The

nunmber of busi nesses engaged in subcontracting with

our conpany -- with our prime partners went from 41
in 2015 to 119 -- excuse ne -- 41 in 2014 to 119 in
2015.
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Our second tier of MWBE spend
increased from 14 mllion, again, in '14 to 36
mllion in "15. Al t hough second tier participation
is not the solution to help us meet our goals, it
continues to be a key element of a multifaceted
approach that we're taking to drill our pipeline of
di verse busi ness partners.

We will continue to access and support
key prime partner engagement in our efforts. That's
an i mportant point. W cannot continue to show the
measur abl e progress that we've made if our existing
prime partners are not aligned, engaged, and have the
same set of objectives that we have. And we've
pl aced a | ot of focus and effort to ensure that
alignment with our prime partners.

We will hold performance reviews with
our top prime partners to ensure their alignment with
our shared objectives for advocacy devel opment
diversity, inclusion, and reporting.

You know, reporting is an inmportant
part of that. We're not just sinply asking our prime
partners to understand what our goals and objectives
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are. We're holding them accountable for reporting in
t he same manner that we report, both internally and
externally as well.

We will continue to discuss our
forecasted opportunities, projections, and barriers
to increasing diverse business devel opnment and
utilization with both our prime partners as well as
our Tier 2 partners.

Additionally, we will host our Second
Annual matchmaki ng event to help facilitate access
and drive accountability towards our shared
comm t ment .

Lastly, our coll aboration with the
| UBDC will enable us to facilitate a broader
engagenment wi th advocacy organi zati ons, diverse
busi nesses, and ot her stakeholders. W will |everage
our utility partnerships to engage best practice
sharing, expand our supplier net worth, and increase
t he opportunities afforded diverse businesses that
support the industry.

Those are just a few exanples of the

2016 initiatives that will help us continue the
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moment um forward. Our endeavor is broader than
sinply meeting a goal.

We recognize that diversity as an
organi zation is not limted to supplier or business
partnerships. Organi zati onal and business diversity
is simply the way that we will do business. W
believe that organizational diversity is crucial to
t he success and that our enployees nmust be reflective
of the comunities that we serve.

Our Empl oyee Resource Groups, our
ERGs, are external groups that provide support,
enhance career devel opment, and contribute to the
personal devel opment of our workforce. Ni cor Gas
Empl oyee Resource Group; Inspire, a wonen's group
Ener gy, our young professionals group; and En
Rapport, our African-American Group provide a place
for enmpl oyees to celebrate diversity. These groups,
and others that will follow, will continue to be an
i mportant part of how we ingrain diversity in all
aspects of our business.

That concludes ny remarKks.

COMM SSI ONER MAYE- EDWARDS: Thank you very
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much.

Comm ssioner del Valle?

COMM SSI ONER DEL VALLE: Thank you.

In | ooking at your report, you
i ndicated -- and you did touch on this. You said
t hat 2015 was a big change year for you. But in the
report you indicate that in 2015 you began worKking
directly with an Illinois-based MBE |law firmto
provide | egal services. And you also indicate that
in Novenmber of 2015 AGL Capital Corporation
facilitated a bond deal that had participation at the
| evel of 12.5 mlIlion of an MBE.

Was there activity prior to 2015?

MR. MELVIN W LLI AMS: There was sone | evel of
activity prior to 2015.

COMM SSI ONER DEL VALLE: In this category?

MR. MELVIN W LLI AMS: In all of those
categories. W continue to see, again, progress in
terms of the |evel of engagement and | evel of
comm tment within the professional services. And
think you will also see -- | know that you will also
see in 2016 that that nunmber will -- that engagement
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and the reflecting results will continue to grow each
year.

COMM SSI ONER DEL VALLE: So you definitely see
this as a growth area, these categories?

MR. MELVIN W LLI AMS: Yes, we do.

COMM SSI ONER DEL VALLE: Okay. Thank you.

COMM SSI ONER ROSALES: How wi || you provide for
t hat growt h?

MR. MELVIN W LLI AMS: Pardon me?

COMM SSI ONER ROSALES: How wi || you provide for
t hat growt h?

MR. MELVIN W LLIAMS: Well, it starts with
access. Right? Our efforts around business
diversity, there are no guarantees. But the biggest
shift, culturally, has been just sinply giving all
sectors an opportunity to have access to those
opportunities.

Where, traditionally, we focused on
areas particularly around our infrastructures, we're
now expandi ng those opportunities in the professional
services realms. And it's a sinple matter of being
able to denonstrate what our long-term planning is
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with respect to both professional services as well as
in areas of infrastructure.

And so, to the extent that we give
potential partners an opportunity to understand not
only what we do -- how we're planning around that,
that allows us to be able to, potentially, align
around those opportunities in all areas of our
busi ness.

COMM SSI ONER ROSALES: | n your report you
menti oned that during the audit Nicor speaks with
primes to discuss barriers to increasing diverse
busi ness devel opment without attributing to any
particul ar supplier.

Can you share some of the chall enges
that prime say they face when finding diverse subs?

MR. MELVIN W LLIAMS: Well, you know, that's a
cultural dynam c, Comm ssioner. And we talk about
that lot, and it's not just something that's
reflective of Nicor Gas. | mean, there are a number
of what | describe as key m sperceptions, if you
woul d, regarding our engagenment and our conmm t ment

around business diversity.
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First, it's that if we engage in
busi ness diversity with a potential partner, that it
automatically results in the displacement of a prinme
partner. And, again, these are m sconceptions.

Second, that if we engage in that
partnership, that it automatically results in a
decrease in quality of product or service. That's
t he second.

Third, if we engage in those
partnerships, that it automatically results in
increase and costs.

Those are the three organi zati onal
dynam cs that we have to deal with. And | would
share with you that probably every organization here
has to deal with those same dynam cs. And while
those -- you know, 1'd like to describe that, as
whil e those dynam cs are culturally real, they're
realistically incorrect; and we understand that.

So part of our ability to ensure that
we' re engaging with our | eadership team around
understanding, that's the shift between being a
program or a priority and being a business inperative
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and tal king about and ensuring that our | eaders
understand why is this important for our business,
why is this and inmperative. And that is the shift,
and it doesn't happen over night.

And so the results that you' ve seen
for Nicor -- and, once again, | would say that the
results that you see with all of these conmpanies is
the result of the engagement of the senior |eadership
not only to be able to address those types of
dynam cs in the organization, but to ensure that
we're putting processes, accountability, measurable
outcomes in ternms of how we are measuring our result
wi thin our respective organizations.

COMM SSI ONER MAYE- EDWARDS.: | totally agree
that it is definitely about the top down | eadership.
And that's one the reasons that we do |ike to have
the presidents and CEOs here to present on these
reports.

| wanted to touch on sonething. I
think it was in your 2014 report. And |I know we had
a dialogue with Beth Reese about this |ast year, but

at that time Nicor Gas just was not able to measure
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your Tier 2 spend and kind of have that work.

And it seenms this year -- | mean, you
guys have increased tremendously on that |evel, which
has been inpressive. So |I'm assum ng that you now
have the ability to measure your Tier 2 and that it's
been very successful for you.

MR. MELVIN W LLI AMS: For two reasons: one, to
make sure -- so that | can stop talking and, two, so
that | can give Jerrold an opportunity to speak,
that's a perfect question for him

COMM SSI ONER MAYE- EDWARDS.: Okay. Wel cone,
Jerrold -- M. Hill

MR. JERROLD HI LL: Thank you, Comm ssioners.
And t hank you, Melvin, for the opportunity to speak.

(Laughter.)

MR. JERROLD HI LL: We, over the course of the
| ast 2 years, have worked very diligently both
t hrough the implementation of technol ogy sol utions
t hat woul d enable us to capture that data, but also
t hrough process and engagenent.

And just in our overall strategy in
wor king with our prime suppliers, Melvin and I, 2
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years ago, began this process of having periodic
performance assessnents where we sat down and really
drove that message not only through the supply chain
organi zation, but we also |l everaged key business

| eaders that have the responsibility and oversight
for those different contractors in their respective
organi zations to align around our objectives.

And those objectives were
predom nantly in the engagement of diverse
subcontractors, but not just from a subcontracting
perspective. We recognize that the val ue of our
partnershi ps over time is deeply rooted in the
devel opment and the investments that are made to help
grow those busi nesses.

And so those engagements were really
two-fold with respect to devel opment and increased
utilization. But, ultimtely, the reporting is
where, over the |l ast year, we began to inplenent a
more rigorous process where we were driving that
accountability. It wasn't just about giving us
i nsights around their numbers; it was the activity
t hat was generating the nunmbers that would also fuel
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downstream opportunities to grow those second tier
contracts with our prime contractors and then el evate
some to first tier contractors with us.

COMM SSI ONER MAYE- EDWARDS: That's awesome. I
think that it's things |like that we would |like to see
ki nd of happening throughout, obviously, not just
this industry but particularly here in the state of
I'llinois.

So hopefully you can use the | UBDC as
a method to discuss those. The methods that you're
usi ng, obviously they're worKking. It's very
I mpressive.

Well, thank you very much,
M. WIlliams and M. Hill. W appreciate it.

COMM SSI ONER ROSALES: | will tell you that |
think that's great that everybody signs on. I
t hought that was good.

COMM SSI ONER MAYE- EDWARDS: And now we'l |l hear
from Peopl es Gas and North Shore Gas | ed by President
Charl es Matthews.

M. Matthews?

MR. CHARLES MATTHEWS: Okay. Thank you,
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Comm ssioner Edwards. And, nmore inmportantly, let me
t hank the entire Comm ssion. Let nme echo that thanks
that I know -- and |'ve already heard from ny
col |l eagues -- and that is for being supportive and
engaging in all of our supplier diversities program
We cannot be successful w thout your engagement and
your encouragenment.
| have a couple of people with me here

t oday. | have Vice President Jerry Ful mer, which
you've already heard about. And I'll talk a little
bit more about him He's Vice President of WEC
Energy Group, Supplier Diversity. And | have
Jennifer Morrison, who is the Manager of Supplier
Diversity here at Peoples Gas, which is a
newl y-created position. And you'll hear me talk
quite a bit about a commtted department to supplier
diversity.

COMM SSI ONER MAYE- EDWARDS: Ms. Morrison, are
you having an issue?

MS. JENNI FER MORRI SON: l'"'mtrying to..

MR. CHARLES MATTHEWS: For the sake of time
"1l go ahead and start because | remember the first
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slide.
(Laughter.)

MR. CHARLES MATTHEWS: In the first slide,
M. Edwards has already spoken to the point about the
| egacy, the track record at WEC Energy Group's
Supplier Diversity Program and | would be remss if
| didn't talk about the foundation that we've been
building in 2015 before we got into the numbers.
Because whil e you have seen sonme of the inpact of
t hat foundation building in those numbers, | think
truly the best of the results are yet to cone years
in the future.

When | tal k about a foundation and we
tal k about WEC Energy Group's Supplier Diversity
Program |'Ill just share a couple of statistics with
you. The Supplier Diversity Program started in 2003.
And if you |l ook at the growth from 2003 to 2015, it's
over 1500 percent -- 1500 percent. When | first saw
t hat number, | couldn't fathom even seeing that
nunmber in a percentage formt. But we've grown that
program froma little under a $10 mllion dollars
span in 2003 to over a $150 mllion dollars in 2015.
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In 2015, We Energies received the
Edi son Electric Institute's 2015 Supplier Diversity
| nnovation Award, which is only given to two
utilities. We heard that M. Dahl berg |iked that
program but | really |iked that program And t hat
is the tenmplate that we've sort of put into play in
2015 as a basis to build a sustainable supplier
di versity program at We Energies -- or at Peoples Gas
and North Shore Gas going forward.

Now, even with all of that change that
was taking place with the acquisition and starting to
put that infrastructure in place, our 2015 results
were very encouraging. And, obviously, in the report
we'll go into much nore detail about some of our
successes that we've identified. And Jerry will come
back | ater on and go through the specific nunbers.

But at the high level, we increased
spend with mnority business enterprises. W had a
65 percent increase in that category. W increased
t he number of diverse businesses across all
categories. We increased spend with professional
services. We had significant spend with the Women's
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Busi ness Enterprise, and that was despite a setback
that clearly we've documented in the report. But
even with that setback of losing a significant --
actually, the single biggest diverse supplier in our
portfolio from 2014, we still have significant spend
with the women's business enterprises.

And we continue to make nmoderate
progress with the veteran business enterprises. And
you've already heard the challenges that all of the
utilities are having with growi ng that business, but
we continue to have some success in grow ng that.

|'"m going to talk just a little bit
about 2016. And this is where | think you will start
to see the real inmpact of the template, the WEC
Energy Group Supplier Diversity Programthat Jerry
has put together up in M| waukee and W sconsin over
the last 10, 12 years in 2016.

And |l et me go back and tal k about
anot her point that was made about you have to be
careful with progranms that are built around
compliance. The We Energies Programs and those
numbers that |'ve showed you, that's a programthat
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was built around commtment. There is no conpliance
requi rement in W sconsin. And | think we all know
W sconsin just has a diverse population -- or state
on a relative basis. It's not very diverse.

So that program was built around

comm t ment . Our motto is a comm tment notto, not a
compliance notto. We will have aggressive goals and
targets in 2016; and Jerry will go through those new
t argets.

We' ve incorporated supplier diversity
goal s and pl anning and budgeting process. And |
think that this is the single nost inportant aspect
of a successful Supplier Diversity Program you know,
make peopl e accountable at the very top and all the
way at the bottom

Al'l of our enployees have built into
their goals supplier diversity, not just for
procurenment, but for employment as well. The big
step that we're taking this year -- and |I've heard ny
col | eagues tal k about the inmportance of having your
primary suppliers be a part of this program We' ve
taken our requirement with our primary suppliers from
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5 percent to 20 percent. That is a significant junp.
That is a significant junp.

And we're going to work with themto
make sure that they don't have the excuse that they
can't find. If they can't find, then we'll go out
and find them for them And we've had that in our
model at WEC, and Jerry has been very successful in
hel ping our primes find qualified conpetitive diverse
suppliers.

You've heard all of the different
utilities talk about the unbundling. W reduced the
scope of work to increase opportunities, especially
as it relates to our nodernization programwi th the
upgrade of our pipe system

We have a dedicated supplier diversity
team | ve tal ked about Jennifer, in her new role,
will lead that up and work with Jerry. So we will
have conti nuous focus on supplier diversity
goal -setting and performance.

And we've created a supplier diversity
steering commttee, and the commttee is made up of
t hose individuals that are responsible for the
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majority of the dollars spend at Peoples Gas and
North Shore Gas. And the person that |'ve asked to
chair that is the person with the biggest dollars
spend and the person responsible for procurenent
under our modernization program

So we think, all of these things in
place in 2016, we are on a sound foundation to nove
forward and continue to grow our program here at
Peopl es Gas and North Shore Gas, simlar to the
growt h that you've seen at WEC Energy Group.

Wth that, I'm going to have Jerry
tal k about the specific results for 2015.

MR. JERRY FULMER: Thank you, Charl es.

Good afternoon. Good afternoon,
Comm ssion Chair and Comm ssi oners. | want to thank
you for giving us the opportunity and nmyself the
opportunity to talk to you about our supplier
diversity initiative at Peoples Gas, our 2016 -- '15
results, as well as our 2016 goals.

As Charles mentioned, | serve as Vice
Presi dent of the Supplier Diversity Initiative at a

WEC Energy Group, including Peoples Gas and North
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Shore Gas. |'ve started there -- for a while. I
don't |like to say nunbers -- but since 2002. Wy
maj or objective is to bring best practices and a
strategy to the Supplier Diversity Initiative at
Peopl es Gas and North Shore Gas.

If I can direct you to the next slide,
currently for 2015, as you see, we've had -- there
was a drop in our nunbers from 2014 to 2015. And
Charles mentioned it earlier, there was a significant

| oss of a supplier of ours that happened to be a WBE

of which I'"lIl talk to later in the program
But, as we said, earlier -- and
especially fromus -- that doesn't prevent us from

movi ng forward in our goals and objectives. W are,
especially, in terms of our numbers, going to be
| ooki ng at -- especially when you tal k about
unbundl ing, we |learned a |lesson in that we're going
to be I ooking at the public diverse suppliers in that
area as well.

So there were several success stories
that you'll see that we did in 2015. For the MBEs we
had an increase of our spend, if you'll notice, from
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2014 to 2015, from 15 mllion -- 15.2 mllion to 25.3
mllion. That's a significant increase for us.

We' ve worked hard to | ook at other
areas to make sure that we've brought in diverse
firms, especially the MBEs, in a |ot of our business.
And you'll find that there's a | ot of areas that have
came in. W | ooked at General Construction,

Rest oration, Engineering and Technical Services, as
wel | as Business Diversity, and Professional
Services. W've also -- if you notice, from 2013 to
2015 we had a significant increase in our number of
MBEs used, from 33 to 72 for 2015.

| think you heard earlier in sonme of
the earlier discussion that we've had chall enges in
t he veteran business enterprises area, but that
doesn't mean that we're not going to continue to
really work on this to inmprove it. But, as you see,
we had moderate increases for the third consecutive
year in 2013 to 2015.

We're continuing to work with our
| UBDC menbers as well as some of the other advocacy

groups. As well as, when we | ook at our budgetary
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and pl anning process, that's another area when we
start | ooking at identifying firms or identifying
projects where we're going to start | ooking at

bringing in nore veteran-owned busi nesses as well.

We mentioned earlier the setback that
we had in our women-owned firm area, in diverse
firms; and this is the area that we had that issue
in. But we're going to continue to work on this as
we move forward in our WBE spend.

But it also kind of gave us an
opportunity to really | ook at ourselves to find out,
when we start putting our forecasts and strategies
t oget her, how we | ook at this. And we're going to
start |ooking at -- to mtigate that risk, |ook at
additi onal suppliers so that -- again, we're one of
t hose ones that have broken up sonme of our contracts
to make it more meaningful to bring in smaller
di verse firnms.

One of the other significant increases
t hat we had was in our professional services. W
took that in mnd. W |ooked at |egal services. W

| ooked at consulting services in the area of
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mar keting. And, as you see, we've had a significant
growth in our professional services to 1.8 mllion.

Now, in 2014, that was bel ow --
somewhat below a mllion dollars, but we took a
concerted effort to | ook at our |egal services. And
this is the first time for Peoples Gas that we've
had -- we | ooked at our debt issuance, and we had a
m nority-owned firmget involved in our debt
i ssuance. So we're proud of that fact. But, again,
| think in 2016 and beyond you're going to be seeing
more activity in those professional services areas.

And just to talk about sonme of the
successes that we've had in there, there are sonme
firms in here -- in this roomthat, as a result of
some mat chmaker nmeetings, which I'll talk about, and
targeted meetings, that we've had some increases in,
whet her it was in the environmental area. W've also
had it in the |legal services as well as the treasury
ar ea.

For 2016 goals, you know, when we | ook
at our goals, we do |look at -- we meet a |ot with our
internal folks. W |ook at budgetary. We | ook at
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t he planni ng phase. So we had to increase the
overall diverse spend goal in 2016 to 17 percent,
which is increased by 2 percent from 2015. So we

i ncreased our MBE to 9 percent. We increased it --
of course, again, with the WBE, it's 8 percent.

And the veteran-owned firms, which |
mentioned earlier, which is a challenge, which I'm
always willing to work -- and I'l1l be | ooking forward
to work with our | UBDC members as well as others to
| ook at and increase our spend as well as our goal
for the veteran-owned firns.

How we're going to get there, and what
we' re going to be doing in the future. | think the
Ni cor president, Melvin, mentioned this, and |'ve
said this all along, you've got to increase access.
And to increase access, make them aware of our
procurenment and busi ness processes, there's a number
of things that we're going to be doing: hosting a | ot
of matchmaker meetings. Just for 2016, year to date,
we' ve had about 24 to 26 matchmaker meeti ngs,
targeted nmeetings which consist of our supply chain

as well as our end user business groups.
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Charl es mentioned our steering
comm ttee. A number of those people that are a part
of the steering commttee are some of the
deci sion-makers in the company, and we make sure that
they're a part of those target neetings.

And besi des being active, there's
advocacy groups that we work with, some of themthat
were named here, that have been a tremendous support
and help for us. Because when we | ooked at our RFPs,
when we | ook at some of the other business that we
do, we contact those advocacy groups and ot her
organi zations that support and help us to identify
firms to be on that bid list, but also for the
targeted mat chmaker neeti ngs.

And besi des those advocacy groups -- |
think Jerry Garland nmentioned this -- we also have
t he other means for other conpanies to contact us.
We have a web site that we've set up. It's al ways
been at We Energies, but we extended that to Peoples
Gas and North Shore Gas through our Supplier
Diversity Initiative, that they can contact us. But
it's not just the registration; they also can reach
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out and contact us.

Now t hat there's a dedicated area,
there's referral services. There's referrals where
t he compani es contact us so they can |learn more about
our supplier diversity initiative, because that's
where it's going to count is the access that we've
created, the introductions to the people within our
organi zation; and we're going to continue to do nore
of that as we go al ong.

Al so, in our partnership with the
| UBDC, for us that's kind of -- if you want to call
it a God send. And | appreciate the Conmm ssion for
putting this together because that's the sharing of
i nformati on and benchmarking that we do, and it's
been a tremendous support and help for us as we nove
forward in our quest to pursue the opportunities
wi t hin Peoples and North Shore Gas with diverse
firms.

You know, | truly want to say thank
you, though, for the Comm ssion, because it's because
of you and because of organizations |ike us that we
continue to work and serve the community and econony
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t hat we serve and live. We really intend to really
set the bar in our supplier diversity initiative,
especially with our | eadership of Charles Matthews
and our other associates within the conpany.

MR. CHARLES MATTHEWS: Okay. That concl udes
our presentation, so we will take questions at this
time.

COMM SSI ONER MAYE- EDWARDS: Thank you.

COMM SSI ONER ROSALES: Best in class, is that
somet hing that you're striving for? |Is that
somet hing that you're awarding? |s that a goal?

That was in your first slide.

MR. CHARLES MATTHEWS: | believe we have
accompl i shed that. | "' m not sure, and Jerry may know.
We've gotten so many awards. ' m sure at | east 5 of

them said Best in Class. But we just go back, and we
| ook at the program We | ook at the success of the
program and we will put that program up against the
best in class.

COWMM SSI ONER ROSALES: | see the other
presidents | ooking at you with a worried eye. That's

why ' m aski ng.
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MR. CHARLES MATTHEWS: Well, | think we're
fortunate in Illinois to have a ot of utilities with
good supplier diversity programs; and | think you
heard that comng from M. Moore. But certainly I
don't think our program or the tenplate that we
have, takes a backseat to any utility, including ny
col | eagues.

COMM SSI ONER ROSALES: Jerry?

MR. JERRY FULMER: Yes. And t hat best of
class, what we do is -- that's really a focus on
Ral ph Moore's best in class that he has for our
supplier diversity.

And, you know, as we mentioned
earlier, when you start |ooking at professional
services, when you start |ooking at having a part of
your budgeted and planning process, when you have it
as part of your president -- Chairman, President, and
CEO performance and conpensati on, when you have
Treasury, all of those things help us to be one of
the best in class when it conmes to supplier
diversity.

COMM SSI ONER ROSALES: He's a part of your fan
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club, though, is he not?
(Laughter.)

COWMM SSI ONER ROSALES: No, | appreciate you
expl ai ning where you had a dip in your WBE numbers.
And | want to tell you as a former business man and
fromthe rest of us here on the Comm ssion, we
understand that there's going to be hiccups al ong the
way . If you don't move forward, then you're not
going to make any m st akes.

And we all have the same goal here
that -- yeah, there's a learning curve. And when
you're going to add new vendors and when you're going
to go into new territory, it's not always going to be
smooth. We get that.

That being said, that's not something
that we're | ooking forward to all of the tine. I
mean, we're constantly |ooking to make sure that
everyone is moving forward. But when sonet hing
happens -- | mean, we tal ked about it before, about
getting into the weeds and maki ng sure that the --
getting the data, getting the raw data, so that we
could look into it closely. W appreciate it when
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you | et us know when things aren't going as well as a
you t hought they were going to go and the rationale
behind it. That's inmportant.

Because we've been here for a couple
hours now. Thi ngs | ook great; but in reality there's
sill a lot to do. And sone of those things, |ike

this one, where there's a hiccup along the way,

that's realistic. And we're all here from-- and we
all understand that. So | wanted to let you know
t hat .

MR. CHARLES MATTHEWS: And, Comm ssi oner
Rosal es, that speaks to a point that came up earlier
as it relates to how you measure success. It's a
conti nuous growt h.

One of the challenges that -- and
we've had this conversation at the | UBDC. One of the
chal | enges for supplier diversity programs,
especially as we have the discussion around, you
know, Do you want to make themreally big, really
attractive for buyouts?

You' re going to have buyouts. So
you're going to see this again, you know, which is
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becom ng a big issue where diverse suppliers get so
big, so profitable, so attractive that they get
bought out by a majority firm | s that a good thing?
Is that a bad thing? | don't think it's a bad thing.
And t hat speaks to your point. We
need to understand what's driving the dip and make
sure that we understand how to define success. But
t hank you for understanding those dips.

COMM SSI ONER ROSALES: But is that what you're
referring to in your report about finding quality
vendors and the non-conpete agreenments with the |arge
m nority firms? That's what you wrote. The
challenge is finding quality vendors.

And | was | ooking for you to el aborate
on the non-conmpete agreenments with some of those
| arge mnority firns.

MR. CHARLES MATTHEWS: Repeat that agai n.
want to make sure | hear it clearly.

COWMM SSI ONER ROSALES: Yeah. It said you had
some chall enges finding --

Some of the challenges finding quality
vendors was the non-conpete agreenments with the |arge
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m nority firnms.

MR. CHARLES MATTHEWS: If I can, that's a
challenge with regard to Tier 1.

COMM SSI ONER ROSALES: | understand.

MR. CHARLES MATTHEWS: Yeah. But, no, that's
not what |I'mreferring to. |'"'mreferring to -- the
example that | gave would be a Tier 1 diverse
supplier that grows so big, becomes so profitable,
that a majority firm would want to come and buy it
out for econom c reasons.

The reference to non-conpete cl auses
prevent a lot of Tier 2 suppliers fromcomng in and
becom ng Tier 1 because, at that point, they're
deemed to be competing with the companies that they
previously would have served as a Tier 2.

COMM SSI ONER ROSALES: | nteresting. Okay.

MR. JERRY FULMER: But just to add on to what
Charl es mentioned, he's absolutely right; but we're
wor ki ng on those areas |ike that. That's why we're
calling in these Tier -- our Tier 1 suppliers and
really speaking to them about the goals and
obj ectives and what we're | ooking at from our
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Supplier Diversity Initiative and that they as a
partner have to work with us to | ook at achieving
those Tier 2 goals.

COMM SSI ONER DEL VALLE: Maybe during the panel
we can hear nore about this, but you touched on it in
explaining -- or attenpting to explain the dip in WBE
because you | ost one, and one represented quite a
bit.

MR. JERRY FULMER: Yes.

COWMM SSI ONER DEL VALLE: And so what does that
say about the need for diversity within diversity?

MR. JERRY FULMER: Well, absol utely nothing.
That's what we meant by --

When we saw that, that was | essons
| earned fromus, to be quite honest. Because it's
not only froma diversity standpoint; we're | ooking
at it froma company standpoint. So when we | ooked
at that and started --

We wanted to make sure that we | ooked
at that and talked to that end user group in the
procurement area. So we're | ooking at diversifying
our diverse suppliers within that space.
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COVMM SSI ONER DEL VALLE: And along with that,
you al so mentioned that you worked with the advocacy
groups. And |'ve been harping at this since Day 1
about the need for you to make yourself available to
fol ks who are not connected with those groups, who
are not members, who are not paying dues; but
i ndi vidual s who may not be aware of who those groups
are, but are quite capable of providing those
servi ces.

So they need to be able to access you.
And you nentioned the web site and how that's
facilitating that, but I'd |like to hear more fromthe
panelists, fromthe other conmpanies, about how it is
that they're going beyond their normal traditional
circles in order to grow that pool of potenti al
vendors.

And the |l ast point is, you know, a few
years ago when we first did our first policy session,
which is when the idea for a council was surfaced, we
tal ked about the goals. And |I was critical of
Peopl es for having a really | ow goal to begin wth.
| still see numbers that don't show as much growth,
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in my mnd, in terms of goals; and | don't see them
reflective of the kind of capital spending that
you're now doing and will be doing for years to cone.
Are you going to increase your goals,
particularly for MBEs? |Is that going to...?

MR. CHARLES MATTHEWS: Absol utely. And | think
what you're seeing in our case -- and | think it's
the case with quite a few other utilities as well
because we all have pretty sizeable nodernization
programs that are the bul k of our spend these days.

The chall enge with that kind of spend

is you can't spend it the next year. You sign
contracts -- or you can spend it, but you can't wait
until the year to sign a contracts. So we're still

living off of contracts that were signed 2 to 3 years
ago, which is critical to --

And you've heard, | think, M. Moore
say this as well; those 2 to 3-year contracts are
going to be critical to allowi ng those diverse
suppliers to be nore profitable, be nore conpetitive.

So as we get further into it, we start
to see some of the legacy 2, 3, 4, 5-year contracts
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roll off that did not have or contenplate the |evel
of expanding the goals we want to have in the future.
You'll start to see those goals ramp up fairly quick
But right now we're still trying to live within
contracts that were already in place.

And, again, |'ve tal ked about
previously, until this year, our Tier 2 requirenment
was 5 percent. So we still have contracts if place
with the 5 percent. But the new contracts that we're
putting in place will have 20 percent, so that wil
have a forward-I| ooking inpact. And the goals, we'll
i ncrease those goals to reflect that.

MR. JERRY FULMER: And, Comm ssioner del Valle,
to add on to Charles, that's why even though those
contracts are in place, that's why we're bringing in,
froma targeted standpoint and a matchmaker
standpoint, diverse firms in so that we can start
t hat process of knowi ng who we have business with
based on relationshi ps and being aware and know ng
who they are. That's why we're bringing in the firm
so that, when that does come up, that we identify

those firms that have taken roles both on a Tier 1
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and Tier 2 level.
COMM SSI ONER MAYE- EDWARDS: Thank you.
| do have one questi on. | know we've
heard a I ot -- and, actually, what we've seen a | ot
in alot of the reports this year were the
conversations about primes and their relationship to
Tier 2. And you specifically mentioned in this
presentation that you will be requiring your primes
to increase their spend -- their Tier 2 spend, |
think, fromb5 percent to 20 percent.
s that right?
MR. CHARLES MATTHEWS: Yes. That's correct.
COMM SSI ONER MAYE- EDWARDS: So | guess in
response to nmy question to one of our other
utilities, I was told that what they do is they
require their primes to consider using Tier 2. And |
think my response is was that that was oxymoronic
because you can't require someone to consi der.
So when you say, "require", what does
t hat mean?
MR. CHARLES MATTHEWS: We mean require. We

mean a target. We have a target. We understand with

142



10

11

12

13

14

15

16

17

18

19

20

21

22

our primes that they don't have supplier diversity
programs -- and | think that's already been
di scussed -- built in. And they don't have the
infrastructure in place.

What we're going to do is, you know,
for our matchmaking, we will go work with them W
will partner themup with a qualified conmpetitor,
Tier 2 suppliers that can conme in; and we wil
strongly encourage them

|'ve already met with all of our prime
suppliers and told them that this was com ng. | " ve
t al ked about, you know, the program we have in place
right now, the modernization program You know, we
don't believe that it's a 1l-year program We think
t his program has some | ongevity, and it makes sense
for everybody to do it. We think that they're going
to need those resources. |It's an all-hands-on-deck
type infrastructure comm tment and chall enge out
there across the utilities.

So | think the time is right. And
t hey' ve acknowl edged that they believe that they can
conply with that with the help of our supplier
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diversity program and the access, and the
relationship that we've devel oped with those
suppliers.

And, also, we have to continue to
devel op these suppliers. But if we don't have enough
t hat can go out and be conpetitive and be qualified,
that's where Jerry and Jennifer are going to have to
work with those up and comng firnms and make sure
t hat they get up to scale, or quality, in
conpetitiveness froma price perspective to go and be
a good partner for the prines. But we're going to
work with them

I|f you're asking if the number turns
out to be 19 one year instead of 20, if we're going
to send themto time-out, maybe not time-out; but we
want to see progress. W want to see them get to
t hat 20.

MR. JERRY FULMER: And, Comm ssioner, | can add
t hat we also track and nonitor. They do nonthly
reporting. We will be having them do monthly
reporting to us. That is part of the goal and
obj ective, too.
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COMM SSI ONER MAYE- EDWARDS: Ri ght . So | just
want to make sure that | fully understand because |
think, M. Matthews, you used the term "strongly
encour age" as well, which kind of made me think,
"hm'" . So perhaps it's not --

Is there no possibility, or is it
not --

Is there actually no requirement?
Meani ng, when | think of the word "require", right,
|'m thinking that it's mandated. There's no if, and,
or buts about it. It is you're required to do this.

But if you're saying, W strongly
encourage, it means, Well, we want you to do it; but
if you don't do it, it's Okay. So | just want to be
clear on which one it is.

MR. CHARLES MATTHEWS: Well, it's not as
stringent as, you know, every year. But we wil |l
assess contractors when the contracts go back out,
and we will take that into consideration. And if
t hey' ve consistently not met that target, well, we're
going to get things in terns of our conpetitive they
are for the future.
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COMM SSI ONER MAYE- EDWARDS: | see. And that's
communi cated to thent

MR. JERRY FULMER: Absol ut el y.

COMM SSI ONER MAYE- EDWARDS: | see. Okay.

MR. JERRY FULMER: Absolutely. Because, agai n,
we have, you know, contracts out there; but we will
use that information to assess future opportunities
with the conpany. And, as Charles mentioned, that
woul d be kind of part of the evaluation process as
wel | .

COMM SSI ONER MAYE- EDWARDS.: Okay. That's very
hel pful. Thank you very much.

If there are no other questions from
t he bench, then we thank you very much, M. Matthews
and guests.

MR. CHARLES MATTHEWS: Thank you.

MR. JERRY FULMER: Thank you

COMM SSI ONER MAYE- EDWARDS: Now, | know we're
all dying to get to the roundtable discussion, but I
think we have a little bit of treat for you first.
would i ke to introduce M. John Rogers, Jr. He is

t he Founder, Chairman, Chi ef Executive Officer, and
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Chief Investment Officer of Ariel Investnments, an
investment firmthat M. Rogers founded in 1983 to
focus on underval ued small and medi um si zed conpani es
shortly after he graduated from Princeton University.

Earlier in his career, and conti nuing
thereafter, his investment expertise has brought him
accol ades and media attention. Just to name a few,
he was selected as an All-Star Mutual Fund Manager by
USA Today. He has been highlighted, along wth
Warren Buffet, in the World's 99 Greatest |nvestors.

And, in 2008, Princeton University
best owed upon M. Rogers its highest honor, the
Woodrow W I son award presented each year to the
al umi whose career enbodies a comm tment to national
service.

M. Rogers served as the co-chair for
Presi dent Barack Obama's 2009 Presidential |naugural
Comm ttee, and he currently serves on the Board of
Directors for Exelon Corporation, MDonald's
Cor poration, and the Barack Obama Foundati on.

| just would Iike to say that when |

t hought -- | had quite a few conversations with

147



10

11

12

13

14

15

16

17

18

19

20

21

22

M. Rogers, and | thought he would be fantastic to be
here today. And | ran it by a few people; and they
all said, There's no way you're going to get him
Well, hello, M. Rogers.
(Laughter.)
COMM SSI ONER MAYE- EDWARDS: Wth that said, |

wel come you to the I CC

(Appl ause.)
MR. JOHN ROGERS, JR.: Well, thank you very
much, Comm ssioner. You were kind to invite me and

kind to allow me, along with the other Comm ssioners
and Chairman, to be provacative a little bit and sort
of trade a little bit of the yin and the yang of what
we' ve been hearing today.

|'ve been doing this 33 years as an
entrepreneur, and |I've had a | ot of chances to fight
for diversity inclusion on the various boards that
| ve been engaged on, not only MDonal d's and Exel on,
but at the University of Chicago and when | was the
Presi dent of the Chicago Park District. And when
Mayor Emmanuel got elected, | got to chair his task
force on supplier diversity.

148



10

11

12

13

14

15

16

17

18

19

20

21

22

So | bring lot of different
experiences to this discussion. And |'ve also had
chal l enges as someone who's also been a vendor, so
|'ve lived that part, too. And com ng from parents
who are entrepreneurs | know the chall enges that that
can bring.

So today I'll focus my remarks on the
chal l enges that African-American business | eaders
face here in Chicago because that's the world that |
know best, but | also know that other m nority
communities face the simlar challenges that the
Af rican- American community faces. | just haven't
l'ived that. | know the Latino, and women, and ot her
di verse conpani es have sim |l ar chall enges.

So what 1'd like to do is to report on
the current | andscape, sonme of the chall enges that
supplier diverse initiatives have and some of the
| ack of progress that has really happened because of
supplier diversity programs. And then I'll discuss
some of the potential solutions that | think can be
hel pful going forward.

And | think our state utilities can
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sort of be the anchors and, hopefully, not only help
transformthis discussion and di al ogue, but hope to
be role models for other anchor institutions within
the state of Illinois who could be doing a better

j ob.

You know, it's great that you guys are
chall enging utilities. But, you know, | think the
other large institutions in the state have sim/ ar
chal | enges.

So |l will start with, you know, in
1973, Black Enterprise had the list -- started their
list of the top hundred conpanies in the country; and
Chi cago was seen as the Mecca. We had 13 of the
hundred conpani es |ocated here. W had 3 of the top
10 compani es | ocated here. And there were so many of
t hem t hat many of you are famliar with, names that
are just iconic: Johnson Publishing, Ebony and Jet,
Johnson Products, Soft Sheen Products. You can go
down the |ist.

These conpani es enpl oyed t housands of
peopl e, supported | ocal businesses and charities, and
were role nmodels for budding entrepreneurs |ike
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myself. You know, they really nmoved the needle.

And, unfortunately, it's a very
different story today in 2016. On the 2015 Bl ack
Enterprise Iist we had only one company out of a
hundred down from 13.

And then when | | ook at a broader |i st
of numbers of how we're doing -- you know, Crain's
Chi cago Business lists in several of their issues the
i mportant top 25 businesses in various categories
here in the Chicagol and area. They list the top 25
venture capital firms, private equity, accounting,
and law firms, hotels, PR firms, property management
firms, construction firms, architecture firns,
sof t war e.

Out of those 15 lists there's not one
Af rican- Ameri can conpany that makes the top 25 in any
of the lists.

They also list the top 300 conmpani es,
public and private, in Chicago. And there are zero
Af rican- American conpanies in that Iist of top 300.

So in acity that is a majority
m nority, for us to be shut out in all of these areas
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shows to me that these prograns that are so

wel |l -intentioned by so many wel |l -intentioned people
really aren't noving the needle, really aren't making
a difference. The facts are clear that these
programs really have been failing to build business
of scale that can kind of create the kind of job
creation and wealth creation that we all hoped they
woul d.

And so the question is sort of, Why is
that? And part of the problem | think is these
programs are out of date. They're living in an
environment of nearly 40 years ago, 30 years ago when
so much of the profitability in the world was around
t hi ngs that were bought through procurenment.

And if you think about it, all of the
corporations today, even though -- all of our
corporations, whether non-profits or utilities or
maj or corporations, when they talk about supplier
di versity, they really are tal king about working wth
procurenment, working in the areas where the | east
amount of wealth is being created often. And if you
t hi nk about it, these businesses that go through
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procurenment often are the conpanies that have the

| owest profit margins, the slowest profit growth, the
| owest various increase, and they have the nost

i nconsi stent cashflows in places where it's really
hard to create real wealth.

And we've heard a | ot of the names.

As | | ooked through the documents in preparing for

t oday, you see the |ist. You al ways start with
Construction, often followed by Janitorial Services,
Materials, Facilities and Fl eet Managenment,
Transportati on, Educati on Managenment, EarthworKk,
Landscapi ng, you go on and on and on. That seens to
be the real focus.

Now, there was sonme conversation today
about professional services. But in reality when you
really | ooked at the numbers, the nunbers are from
very, very, very small; and they're often tal ked
about in the context of growth from prior years not
in absolute nunbers relative to the overall spend.

So we know where the wealth's created
in the today's society is. It's no secret. It's
Silicon Valley. It's Wall Street. Here in Chicago
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it's 1871. It's on LaSalle Street. The law firms,
the real estate organizations, the media conpanies,
the private equity funds, the hedge fund managers,
the i nvest ment bankers, the insurance, audit and
consulting firms, venture capital, banks. You know,
it really is where all of the wealth is created

t oday.

And if you think about it, a |ot of
the utilities that presented today have had | ots of
mergers and acqui sitions. One of the questions we
can ask is, Well, how did the spend on those
acquisitions -- how much of the npney went to
m nority-owned busi nesses when you're doing
underwriting for an investment banking deal, but when
you're actually being paid for your M & A advice; or
your | egal, or auditor, or consulting fees for an
M & A transaction?

And in most of the cases, with the
exception of Exelon and ConmEd, where | know this
isn't the case, the dollars are pretty close to zero
in that part, our lucrative part, of our econony.

So you hate to say it, but in some
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ways this is kind of a nodern day Jim Crow. You
know, the black and brown entrepreneurs get the
opportunities in the low margin comodity parts of

t he supply chain, and the white men get to have their
opportunities in the higher margin professional
services part of the spend and financial services
part of the spend.

And as we | ook around our town, we
know our great entrepreneurs. W know who they are.
OQur great philanthropists, our great job creators,

t hey are people that | have a |lot of admration and
respect for, but they are pretty much all white
mal es.

You know, Pat Ryan made his fortune is
in insurance. Joe Mansueto, in Morning Star with his
medi a company and financial services conmpany. Sam
Zell, in real estate. Ken Griffin, in Citael and
hedge funds. John Canning, in private equity.

M chael Sachs, at Grosvenor. Neil Bluhmin real
estate, et cetera, et cetera. That's where the
weal t h, and power, and influence is. That's where
the jobs are created.
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And | want to make sure that we see
t hat and understand that because | continue to find
t hat when you go and talk to these institutions and
want to do business, they always want to take you
back towards that comodity space and reserve rea
weal th tradi ng opportunities for people that people
confortable with, who they've done business with for
a long tine.

Now, sonmetimes people say --

We had these professors recently come
and speak to us fromthe University of Colorado, in
Boul der; and they tal ked about the unconsci ous biases
t here and how people don't think about peopl e of
color in ternms of professional services.

They said, Close your eyes and think
about the stereotypical athlete, you know, you think
about an African-American nmal e. | f you close your
eyes and you think about the CEO, it's going to be a
white mal e.

And | remember when | was the Park
District president, | guided a synposium the kind of

thing that we all talked about today where we gave
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m nority entrepreneurs an opportunity to meet with

t he buyers. And the folks at the museuns were in the
park because we were pushing the museums in the park
to work with mnority-owned busi nesses, and they're
all on park | and.

They came up with a logo for the
event, and it was a man in a hardhat with a shovel
And the signal and the |line underneath it was,

"Di ggi ng Up Business". That was the tag line. So

t hat shows you how those nmuseum presidents thought of
m nority businesses, people with shovels and

har dhats, you know, not sonmeone doing their | ega
wor k, or their investment banking work, or whatever
it happens to be.

So, finally, what can we do to sort of
change all of this? | think, nunmber one, mnority
supplier devel opnment professionals need to apply --
they need to really report to the C-Suite -- the
General Counsels, the CFO -- not through procurement.
| think that would make a major difference.

Secondly, | would keep track of the
spendi ng by category not just the growth rates, but
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how much was spent | ast year in investment banking.
Out of the entire amount, what went to mnority
firms? If it's the |legal services, or if it's rea
estate services, if it's whatever it happens to be,
but keep track of every category by spend, by the
total spend; and I think we'll make a difference.

The University of Chicago does that
very, very well. They now have 60 professional
services firms doing business with them by asking
t hese types of questions and measuring it.

And, finally, one of things that I
borrow from our |ate Mayor Harold Washi ngton is
constantly demand that all of the suppliers and
prof essional service providers to these | arge
institutions have mnority executives on the team
t hat works for them because they become your future
entrepreneurs, your future business |eaders if
t hey' ve had an opportunity and have been given an
opportunity to work at these large institutions.

So, finally, at the end of the day I
t hi nk what we really have to do -- and | also give
credit to Exelon. They have done an extraordi nary

158



10

11

12

13

14

15

16

17

18

19

20

21

22

job on all of these things, pushing their suppliers
to be more diverse, making sure that the majority of
suppliers have diverse teans. W need to have that
as a role nodel. | think they're the best in the
nation that 1've ever seen in doing this. And | know
it's alittle bit of a conflict of interest me being
on the board there, but it's extraordi nary what
t hey' ve been able to do.

And at the end of the day what | would
| ove everyone to do is what they've done at the
Uni versity of Chicago, is really get rid of the term
"supplier diversity" and replace it with "business
diversity", and give us an opportunity to | ook at
this inportant part of our world with a totally fresh
perspective where we can be included in everything
that's part of our capitalist denocracy and not be

pi geonholed in just a few areas.

So thank you. | really appreciate the
opportunity to be here, and | | ook forward to the
di al ogue.
(Appl ause.)
COWMM SSI ONER DEL VALLE: | think that some of
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the numbers that we're seeing this year in the
professional services category are as a result of our
enphasis at | ast year's Policy Session on those
categories and the discussions that have taken place
since then. So there is some nmovenment, albeit very
small, at this point in that direction.

And so | agree with you totally that
that's where a | ot of the nmoney is. But | think
you'd agree that we need to do both, that we need to
deal with the supply side and the procurenment side as
wel |l as these categories of professional services on
the finances and | egal side, which are good exampl es
of where there is tremendous potential for growth.
And our expectation is that there will be significant
growth in those areas. And | know those are the
areas that you represent.

But | have to take advantage of this
opportunity. First of all, I'"mhonored by your
presence, and | really appreciate you taking the tinme
to be here. But since you're on the board of
Exelon -- and this is not an "I've got you one", but
| really truly want you to coment on this.
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The last time | asked for nunbers,
empl oyment nunmbers. And | mentioned this because
Anne started her presentation talking about ComEd's
wor kf orce diversity and how 49 percent is diverse.
Ri ght? That was the number you gave.

So I'm |l ooking at Exelon, and | see
the |l ast numbers | got for the nuclear operation, 89
percent white, and of course 87 percent male. But 89
percent white.

And we're hearing quite a bit. The
Next Generation Energy Plan was nmenti oned here, and a
| ot has been said about jobs, and well-paying jobs
that create more opportunities and econom c activity
in the places where the plans are | ocated.

But you've been there for a while.
Tell me about your efforts. And | don't mean you
personally, but the efforts of Exelon to address
t his. | know a lot of it is education, and
credentials of engineering, and so on. But this says
that there are 141 African- Americans, and |I'm talking
about with all of the plants, of 2.73 percent.

Now, | know that there are qualified
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peopl e out there that could work for the conpany at
t hese plants that are African-Anmerican, and yet that
nunber is very | ow. So tell me about that.

MR. JOHN ROGERS, JR.: One of the things is
there is a true commtnment at Exelon and at ConEd
around diversity and inclusion. W talk about it
frequently at board neetings. And |'ve been on the
board 17 years, so it's been a long, long, long tinme.

The nucl ear area has been the hardest
area. As you know, at ComEd we've had great
| eadership with people like Frank Clark and Anne.
The head of our Baltimore utility is an
Af rican- Ameri can. Our new treasurer is
Af rican- American, at Exelon. There's been a real
comm tment. We have 3 African-Americans on the board
and Latino directors on the board. It's somet hing
that's been a real true commtment, but it has
been -- one area that's been the toughest has been
within the nucl ear space. But | know that we're
fully commtted to it, and we talk about it
consistently. And the board holds this frame of the
management team accountable on their diversity

162



10

11

12

13

14

15

16

17

18

19

20

21

22

inclusion numbers.

MS. ANNE PRAMAGGI ORE: So just to echo John's
comment, we recognize that that's an area of the
company that has | agged. What Chris has done in the
past couple of years is --

First of all, we have quarterly
report-outs to Exelon, the sharehol der; and we report
out on all of our financial and our operational
metrics. We now report out by business unit on our
diversity metrics: hiring, pronmotions, and we talk
about supply as well. So that's somet hing that has
now been on the radar screen at a very high |evel.

But as an operating | ead, you have to
go in and report out on diversity and inclusion. So,
you know, when you've got to go report to the parent
company, it beconmes a big deal.

The second thing that he has done is
we have now -- we have a database within the conmpany.
The amount of data that we have now is phenomenal.
You can | ook at, you know, by workforce group, by
et hnic, racial, gender category, how many people you
brought in, how many you're retaining. So you can
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actually see the flow.

It's great to say, you know, you hired
a |l ot of people. But if you're | osing people, if
people aren't being pronmoted, or people are |eaving
t he conpany in droves, you're not doing --
somet hing's not wor ki ng.

So we actually have a database now
that just came into play in the last 6 months where
we can see the granularity around this data, again,
by operating conpany.

And then the third thing that he's
done is he's actually set a target for each of the
operating conmpanies to increase diversity. And we're
being held to that, and it's part of our performance
st andar ds. So we will get, you know, conmpensated and
get graded on that accordingly.

So those are some of the things that
have happened and, you know, recogni zing that the
nucl ear area has been an area where we have to
accel erate.

MR. JOHN ROGERS, JR.: | wanted to answer one

ot her part of your question. What |'ve tried to talk
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about today is that | do believe you want to have
m nority businesses having the opportunity to be

involved in all aspects of the spend. And it's not

to sort of say that one isn't inportant. Real |y all
areas are important. We want to be able to be fully
engaged.

And on of the things that | find is
that it comes all together -- I'musing the exanple
of Bl ackstone, the big private equity firmin New
York. They have over 600,000 enpl oyees because of
all of the companies that they've bought over the
years. And Steve Schwarzman, the CEO, makes
$800 mllion dollars a year. ATR has over 800, 000
enpl oyees.

These financial services conmpanies
start out as financial services conpanies, but
t hey' ve been able to, through what they do in private
equity -- managi ng pension funds, or endowments, and
corporate pension funds, and public retirement
systems -- they take that wealth, buy these conpanies
and, ultimately, have this enornous inmpact on our
society.
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I f you think about the number of
C-Suite jobs that are controlled by private equity
| eaders, how many board menbers are controll ed by
private equity, it's extraordinary how our society
has changed. And our masters of the universe used to
be the manufactures 40 years ago, but the masters of
t he universe today -- the people who have the jobs,
and the wealth, and the power, and the influence are
very much focused in those types of areas, whether
it's venture capital or private equity. And it's
just the way it is.

And so | want to make sure that as our
conpani es, who are all well-nmeaning, progress | ooking
forward, that they understand that the wealth and
j obs are for tonmorrow not the way they were 40 years
ago.

COMM SSI ONER ROSALES: For the both of you, we
appreci ate seeing the blem shes as well as the good
t hi ngs. You know, that's one thing. And |
appreciate Comm ssioner del Valle bringing it up
because if we don't have those nunmbers, then we can't
address it. So we're | ooking forward to finding ways
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in which we can, together, solve these problens.

We' ve tal ked about -- and | don't know
which one it was, so please take the acceptance that
you said this. If you're not tracking, then you
can't improve. Somebody said that earlier.

Thank you, Jerry. Okay.

You know, we don't want just the
wi ndow dr essi ng, please. It doesn't help us, and it
really doesn't help you in the |ong run. So we're
| ooking for ways in which we could help each other
and come up with ideas that's best for all.

We tal ked about the CONSTRUCT Program
which is just awesome, and everybody agrees that it's
great. But we need to go even | ower, you know, in
terms of the programs that you have with the nuseum
for the 5th, 6th, 7th, and 8th graders. Nobody ever
grows up and wants to be in energy. You know, why?
They don't know anything about it.

You know, so when we talk about the

pi peline that goes through, | mean, we have a 2.9
percent. | mean, hey, there's a problem here, and we
need to address it. But it's kind of hard to address
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within 6 months, or 9 nonths, or even a year and a
hal f. | mean, that's something that we have to grow
into, but that's something that we need to start.

You know, and if we're not doing it now, shame on us.

So | appreciate knowi ng the numbers,
good and bad, because at |east we can start making
some end roads so that we can move forward.

MS. ANNE PRAMAGGI ORE: Thank you.

If I could, I just wanted to conment
t hat John's concern and the Comm ssion's focus on the
services sector in the econony is really, really
critical in this business going forward. I f we think
about the where the business is heading, it's likely
to be far |l ess asset-oriented 20 to 25 years from now
and far nmore service-oriented. So the shift that we
need to make, in terms of focusing and figuring
out --

You know, we've got some history on
devel opi ng busi nesses on the supply side and the
asset side of our business, not so much on the
service side. And | think that becones really
i mportant because it's a shift in the wealth, as John

168



10

11

12

13

14

15

16

17

18

19

20

21

22

has pointed out, but it's also a shift in our

busi ness that's going to be really inportant going
forward. So | think, you know, just a take away is
that the importance of that in our business may be
hei ght ened just because of the transformations we're
seei ng.

CHAlI RMAN SHEAHAN: John, | have a couple
guestions. The first is, we've actually been talking
a | ot about the subject of encouraging nore inclusion
in professional services; and, particularly, not just
checking a box right, not just a name as an
underwriter, but what are the econom cs of the
transacti ons.

And we've been discussing and have
some drafts, actually, of something that we're kind
of describing as a report card of the utilities. And
so maybe we could get your help in deciding what the
different categories are on which we would sort of
grade the utilities.

And our idea is to create a tenplate
t hat we could take to NARUC, our nati onal
associ ation, and see if we could get buy-in from
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states around the country to begin at |east |aying
out sort of what the numbers are, to create sonme
pressure and awareness.

And so we'd |l ove to get your thoughts
on that and your help with it if you're he willing.

MR. JOHN ROGERS, JR.: You know, that'd be
great. And one quick example | always give --

You know, several people have
mentioned -- |'ve seen this a |ot. Peopl e tal k about
if there's a bond issue or an equity issuance, they
use a mnority-owned firmto be a part of a team of
underwriters.

But, again, nost of the wealth in
i nvest ment banking is M & A work, giving people
advice when there's a transaction. That's where
Gol dman Sachs and Morgan Stanley get really wealthy.
That's where the big law firnms get their big $10
mllion dollar fees, when they're advising on an M &
A transaction.

And then there's all kinds of other
fees in the 401(k) plan, and mutual funds, and all
ki nds of things there that they don't even think
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about. They just are pigeonholed in this one area

t hat they've been confortable with for a | ong, |ong
time. | always tell people it's |like the Graham
famly that owned the Washi ngton Post. They realized
that the world had changed. Their famly had been a
great newspaper conpany for generations, but the
worl d had changed because of the internet. They sold
the company to Jeff Bezos, who they knew could conme
in with an entirely fresh perspective to keep that
newspaper alive going forward.

So that's what |I'm chall engi ng people
to say today. W have to get rid of this supplier
diversity m ndset and conpletely transformit,
because the data shows that it hasn't been working to
provi de jobs of scale, and careers of scale, and
busi nesses of scale. And so we need to transformit
and think about an entirely different way and get rid
of that term "supplier"” because | think that's just
really out of date just |ike print newspapers have
become out of date.

CHAlI RMAN SHEAHAN: How do you crack that

rel ati onship between big banks and the corporate
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entity? You know, the big bank -- you know, there
are only a handful of them They have a | ot
influence. And they like to have that business,
right, when it comes up. So how do you kind of break
into that?

MR. JOHN ROGERS, JR.: That's why these
positions need to report to the C-Suite. If a
General Counsel, CFO, or CEO demands it, those
institutions will change.

And so, again, at Exelon, Bill
Von Hoene has |l ed the charge there where he's hol ding
t hese professional services, and banks, and
i nvest ment banks accountable for the diversity of the
teanms on our relationships. And if they don't make
progress, it takes the business away from them
compl etely. They say, You're not going to be our
i nvest ment banker next year, you're not going to be
our law firm next year if you don't have teans that
| ook like Illinois and Chicago on our relationshinp.
But it takes that kind of strength of
| eadership because we're not going to take -- as you
t al ked about earlier, about requiring things, he
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required that this really happen, and he means it.
And if it doesn't go forward, you know, they can't
keep doi ng busi ness. So we need to have the
| eadership to believe it. Ot herwi se, it doesn't
change. And you have to be insistent because they'
gi ve you every excuse why not.

And the final thing |I often say is
it's often -- you know, | grew up in Hyde Park. I
believe in diversity and inclusion. But, you know,

often the people who are deciding these things don'

t

| ook Iike the mnority vendors that we're trying to

have help from or the mnorities conpanies that we

want to get support from
And that's why, you know, in the old

wor |l d, you want to have a jury of your peers to

determ ne whether you are guilty or not guilty when

it comes to sone kind of activity. W don't often

have a jury of our peers to determ ne whet her

m nority businesses get a really fair shake. And we

need to able to at | east have sonme idea. And let's

invite the formed | eadership to stand up and fi ght

back.
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COMM SSI ONER MAYE- EDWARDS: So | think, as
you' ve noticed, we've kind of segued into our round
tabl e wi thout everyone even noticing. So | am going
to allow ny coll eagues to introduce our moderator,
and then we have a couple of questions to kick this
of f.

COMM SSI ONER DEL VALLE: Well, | want to do a
proper introduction. W've heard from everyone
except for one, and that's G oria Castillo, who is
presi dent and CEO of Chicago United, a corporate
menbershi p organi zati on that pronmotes multiracial
| eadership in business regarding supporting the
econom c opportunity.

Under Ms. Castillo's | eadership
Chi cago United has | aunched the nationally recogni zed
program Five Forward Initiative, which several of our
utilities are participants and charter members.

So pl ease get us started.

MS. GLORI A CASTILLO: Thank you. So | was
asked to just give you a quick --

First of all, it's such an honor to be

with you. And, note to self, never follow John
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Rogers.
(Laughter.)
MS. GLORI A CASTILLC: |'ma great fan. And I

t hi nk what we've heard from John is the inmportance of
t hi nki ng out of the box and thinking about an
ecosystem of business diversity. And so the first
thing that I'd like to do is just give you a quick
foundi ng of Chicago United so that when you hear Five
Forward bandi ed around, you have a sense of what that
programis.

Chicago United is a non-profit whose
m ssion is to advance equity of opportunity for
peopl e of color. So that's what we're focused on
advancing. And we were founded following Dr. King's
assassination by a group of senior business | eaders
in Chicago who came together with MBEs and non-profit
| eaders to create an environment in which we can al
succeed. And so today we still have our corporate
menbers conmpri sed of corporations, MBEs, and
non-profits.

Five Forward is an initiative in which
we actually, based on research, | earned that, very
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much what John indicated, Chicago and their regions,
the 6-county region, is actually |lagging behind in
creating mnority businesses of scale. And this is
critically important because, as John indicated, when
there were 13 menmbers on the BE 100, you were talKking
about thousands of | obs.

Today when we | ook at Chicago as a
mar ket, we see other markets where there are very
| arge MBEs operating, and they are creating jobs in
significant nunmbers.

So the work that's being done here at
the Comm ssion is critically inmportant because you
are shining a light on the fact that concentrated
effort -- and I think it was said by one of the
panelists that intentionality is critically
i mportant. And so you've got to make this a focus,
and it has got to be a full ecostructure. It has got
to be an ecostructure that includes professional
services.

But we can't forget those core
services of construction and manufacturing in other
areas, because that is part of a |larger ecosystem
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You want to see a hundred mllion dollar construction
firmin Chicago that's owned by a mnority. You are
not seeing that here. You are seeing that in

At | ant a. You're seeing it in Denver. You're seeing
it in Detroit. W need to be seeing that in Chicago.

So across the board, while we want to
create wealth, we want to create wealth so that it is
wel | -distributed through the mnority comunities.
And | think so nuch of the work that is being done
here today, that we've heard about today, really
focuses in that way, creating an ecostructure.

And so what 1'd like to do is talk a
little bit about some of the | eading practices that
we' ve heard about today. And since it's a round
table, if you don't mnd, I'Il kind of pose them as
guesti ons as opposed to speaking to them

What we've heard about is a kind of
contrast between having a | arge number of very small
busi nesses and sel ecting some conpanies to grow and
devel op. And so when | think about the Five Forward
Initiative, we're very focused on saying you' ve got
to have some conmpanies that you engage with and
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| ong-term strategic relationships so they can be
devel oped, they can grow, and can create jobs in
communities.

So | want to talk a little bit about
the need for this intentionality to growth scale, at
the same time creating an ecosystem that includes the
smal | er business. And | think that that's being done
very successfully.

So if you don't mnd, I'll open that
up as a question for the panel on how they're seeing
t hat tensi on.

COVMM SSI ONER MAYE- EDWARDS: So can | add on as
maybe like a bit of a devil's advocate? So can you
address that question, and the al so address
M. Rogers' sentiments that the progranms today
obvi ously are not working because of the sentinments
echoed in his statement?

So perhaps you can tal k about how t hat
is working and then, perhaps, why it's not.

MR. MELVIN W LLI AMS: Certainly. So I'lIl start
with, John, thanks for your comments and your wi sdom
While | agree with really al mst everything that
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you' ve said, the areas where | would open up for an
opportunity to engage in further dialogue would be
specifically around the fact that | agree that the
programs don't work -- never have.

| agree that there's been a dynam c
really on a national front when we talk about
supplier diversity around being segmented into
certain areas of opportunity and being excluded
particularly for potential diverse partners in other
ar eas. | agree with all of those things.

What | would continue -- or offer to
continue the dialogue around is particularly as it
relates to this sector being regulated utilities and
what that represents. | mean, our core business is
putting infrastructure in service and mai ntai ning
that infrastructure over |ong periods of tinme.
That's what we do. And so to the extent that there
are opportunities there, we want to ensure that we're
af fordi ng opportunities there as well.

Now, to the extent that there are
areas of our business where, historically, there has
not been opportunities -- and | totally agree with
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you that there are certain areas around financing,
around access, around M & As.

Now, M & As don't happen that often.
You're seeing a different trend over | ast 10 years,
but it just doesn't happen that often.

Areas such as pension, 401(k)s, as you
menti oned, those are all areas where we have not
historically seen diverse access to our business, in
terms of those opportunities.

Where | would offer a point of
contention is, we're changing that. Now, 5 years
ago -- | can't speak to what happened at Nicor Gas
prior to 5 years ago. And being one of the newest
citizens of Illinois, other than ny coll eague to the
|left of me -- | think he's actually newer than me --
| can't speak to the dynam cs that have taken pl ace
here with regards to the commtment regarding all
areas of supplier diversity. But what | can say is
the mere fact that --

If you |l ook at the 4 utilities in this
state, 3 of which are led by 3 African-Anmericans, one
of which is led by a female, | think that in and of

180



10

11

12

13

14

15

16

17

18

19

20

21

22

itself speaks volumes around the changes that are
occurring within this state. And having personally
gotten to know each one of those | eaders over the

| ast year, | will tell you that the commtment is
here.

Whet her or not we've seen a change
over that period of time, based on all of the
dynam cs that we're obviously measuring, | will tell
you that the commtnment is there. "1l also say
that, to the extent that --

This is about access to opportunities.
You said really nore about how do we create this
opportunity to ensure that there's an equity platform
really for diverse conmpanies. That's what this is
about. And to the extent that we can create the
opportunity to engage diverse -- potential diverse
partners in all areas of our business, that's exactly
what we're seeking to do.

You know, from Day 1 when AGL
Resources acquired Nicor Gas, from Day 1 we started
meeting with Ariel, and Loop, and other financi al
services conpanies here in Illinois.
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Now, to the extent that we've executed
opportunities with certain conmpani es, we have.
Ot hers, we have not. But the reality is we've
al l owed the access to those opportunities. W' ve
opened doors that haven't historically been open.

And, quite frankly, if | can speak
and finally, |look at where Nicor was 5 years ago.
When acquired Nicor 5 years ago, our total spend was
| ess than 2 percent. Today that spend is close to 30
percent. And while we certainly acknow edge the fact

t hat we have opportunities to inprove in every

area of our business -- specifically financial
servi ces, but other areas as well -- our comm t ment
is that we will continue to do that.

And, finally, the one thing that we
don't talk about a ot in these settings is -- we can
tal k about strategy. W can talk about prograns. W
can tal k about all of the focus that we have and
comm t ment . But the thing that we deal with nmost is
culture, and we all know that culture will eat
strategy for lunch every day of the week.

And so we're dealing with that dynam c
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as well, and it takes tine. But what | commt to
you -- and | know that my coll eagues commt the same
thing to you and to our potential partners -- is
we're going to ensure that we're continuing to
advance the narrative around changing the culture as
wel | .

MS. GLORI A CASTILLO: | would just like to say
t hat when you think about the culture, the Chicago
United perspective on building an inclusive
corporation is, we think about that as an
organi zation in which you see diversity on the board
of directors, you see it in senior |evel managenment,
and you see it in your business partnerships.

And without that triangle being
strong, you're really tal king about programmtic
wor K. So when | think of that, | think you're
absolutely right about the culture issue.

John, you wanted to speak, too.

MR. JOHN ROGERS, JR.: | " m just going to echo
one thing that you mentioned, Gloria. You know,
brought up the high margin professional services, but
| al so gave you exanples of extraordinarily
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successful entrepreneurs in real estate, and in
i nsurance, and in media, in several areas.

And the data is what it is. You know,
facts are stubborn things. W've have zero out of
t he 300 public and private companies in claims.
We're zero for 25 in all of those nyriad of
categories that are just not financial services.
Zero out of 25 in a city that's, again, majority
m nority.

So | think even when we get
opportunities, they're like this big (demonstrating).
And no company has been able to grow to any size and
scal e.

| told John Wbhl (phonetic) this.
said, Whuldn't it be a great thing one day that if
Loop Capital was like Mesirow or WlliamBlair with
t housands of enmpl oyees and enormous reach because
Exel on had provided enough real opportunity for Loop
to get that size and scale and make a difference?

But as Gloria said also, in
construction we should have a hundred mllion dollar

construction firms that are here, too. So | want to
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make sure that it's not exclusionary. But the
reality is that if you look at it, you'll see the
programs that have been executed just haven't worked.
We've all talked. We go to the conferences. W go
stand in the booths with the people who will give you
t he phantom opportunities, but in reality people find
a good way to obfuscate what's really happened here.

And have to be honest with ourselves
t hat, again, the facts show you that it hasn't
wor ked. And we have to find a way to make it work if
we want to have our city as strong and our state as
strong as it deserves to be with all of our citizens
having a full opportunity to participate, have jobs,
have career paths, and be able to create real
opportunity here, which is not what's happening.

And, finally, you can | ook at what's
happened with Johnson Publishing where we've |ost the
bui | di ng. It's gone. You know, it's about this big
relative to what it used to be (demonstrating).

WVON, the Defender Newspaper. You can
go down |i st. I f our institutions are adverti sing

the way they say they believe in diversity and
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inclusion, and putting ads in those publications, and
advertising on those radio stations, the Johnson
Publ i shing building would still be black-owned and be
the only bl ack-owned headquartered building in a
maj or city. But it's gone because peopl e who

prom sed to worked with those kind of businesses

found a way to al ways have an excuse not to do so.

So | just want to -- you know, facts
are stubborn things. It's just not working.
MS. GLORI A CASTILLC: ' mgoing to ask a little

bit about the not working piece, because | wold offer
that there are nodels that are working, and the Five
Forward nodel is in fact working. And it has to do
with the difference between opportunities and
intentional devel opment.

So when we asked 18 corporations to
step forward and select 5 mnority businesses in 2009
and do business with those conmpanies for a period of
5 years, we measured the inpact of those 18
corporations. And they started out with $186 mllion
dol I ar of spend, and at the end of their 5-year
peri od they had doubled their spend.
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When you |l ook at the multiplier
effect -- so when you get your paycheck, you go and
you pay your rent, and you get your car fixed, and
you go to the local cleaners, that dollar circul ates
in the comunity -- in some communities nore strongly
t han ot hers. But we had about a 2.5 nmultiplier
ef fect. So what you saw was $800 m Ilion dollars of
econom c activity and about 4700 jobs created in
2014.

So they can work, John; but the
intentionality has to be there.

We've seen that with ConEd. ComEd was
one of the | eading conpanies in Five Forward, and
their spend easily doubled. W saw that with
McDonal ds. So when you see the corporations that
have real | eadership at their board | evel, senior
| evel management, make this kind of comm tment, in
fact, that intentionality works; and it speaks to the
need for supplier devel opment. So movi ng beyond
supplier diversity with the opportunities, but real
supplier devel opnent. And we're seeing that in other
mar ket s.
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Ral ph, can you speak to that issue of

supplier devel opment?
MR. RALPH G. MOORE: And |I'll be as brief as

possi bl e. | know time is running out.

Supplier devel opnment, a | ot of
people -- there's a couple of things that we need to
clarify.

And, again, 1've been around for a
whi | e. One of the points that | didn't make in ny
introduction is we devel oped the first certification
process for the State of Illinois in 1986. W' ve
been a part of the I DOT program as a supportive
services contractor since 1988. And RGMA has
certified nore DBEs in the state of Illinois than
anyone else in the state's history. So we know this
pi ece very well .

Supplier devel opnment has to happen
fromthe -- the major conmpany has to make an
i nvestment; but we also need mnority firms, diverse
firms that are ready to step up and take advantage of
it. That's why Five Forward works, because you have
a partnership with conpanies who are saying, Yes, |
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want to be a part of it.

But | think the other part of it is

real opportunities. And, again -- | don't want to be
m squot ed. | was on a m ssion to South Africa in
1995, and | was telling them-- it was an NMSDC

m ssion. And we all said, Don't make the m stake we
made in America; You can't |ower the bar and make

it -- You still have to have quality from your
suppliers. And then the papers the next day quoted
me as saying, Ralph Moore said don't help black

busi ness.

Now, that's not what |'m saying. ' m
sayi ng supplier devel opment is now raising the
capacity of mnority firms, not unbundling to the
poi nt where a person who has a pick-up and
wheel barrow can get a Tier 1 contract with a major
conmpany. No. You have to be capacity. You have to
have insurance. You have to have staff.

So the whole issue of supplier
devel opment has to be part of a strategic plan. And
|'ve heard fol ks tal k about strategic plans here -- |
know t hat Exel on has one and ComEd has one -- that
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tal ks about devel opment as part of a parallel
strategy of increase mnority spend.

So whenever | hear someone -- | cringe
when | hear a corporate representative say, Well, |
can't find any. That's because you haven't | ooked,
number one; and, number two, you haven't devel oped.

So if you want to have capabl e,
scal eabl e MBEs and WBEs t hat can own businesses, you
have to invest in that devel opment.

MS. ANNE PRAMAGGI ORE: Can | just make a couple
of coments from sort of inside of the conpany and
managi ng the conpany?

We're definitely in the mdst of a
shift, a mndset shift. And I think it is an
evolution from you know, diversity -- supplier
diversity is about going out and finding diverse
firms, running them through your procurement process,
and you're done. So, you know, we're set up inside
the company to do that. We have very strong
procurement groups.

But if you want to grow a business,
your line has to get involved. That's why | have
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M chell e and Fidel with nme here today. They deal
with these conpanies every day. M chell e runs our
engi neeri ng. M chell e runs our major projects. And
she is working with the firms to help them understand
what it takes to be safe at our company, which is not
an easy thing. Bri dget Reidy and her group and
Emmett work with these conpanies after they go

t hrough a procurement. They wal k them t hrough, you
know, Here's where the assessnment was that you didn't
quite cut it on the procurement.

But that takes resources in the
company. That is very different from what nost
conmpani es are set up to do. And I think we've got --
t he evolution that has to occur, we're starting to
see it sort conceptually, but | think we' ve got to
find the organi zational shift inside the conpany and
make sure we support the appropriate resources within
t he conpany to make this happen because it is
resource intensive. You can do it, but it takes
comm tment, and people, and you have to have line
people involved to make it happen.

MR. MELVIN W LLI AMS: | would add to Anne's
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comment . | mean, it's consistent with what John is
saying as well. The other thing you have to do is
you've got to be able to acknow edge the limting
factors, and you've got to be able to find -- either
elimnate themor find solutions to them

And two of the nost Iimting factors,
hi storically, has been terms of access to
opportunities for diverse firms. Two of the nost
l[imting factors have been around cost, around
experience. W talk about access to capital, which
is always the obvious. And the other is around
| ong-term planning and being able to have the ability
to grow along with how our business is grow ng as
wel | .

And so to the extent that -- in areas
i ke cost, for instance, one of the things that
maj ority partners, for instance, and many
organi zations, have used to exclude diverse conpanies
is the cost dynam c. If you're | ooking at this
purely from a procurenment |ens and you' re making
deci sions around these opportunities based on cost
being the deciding factor, we all know what the
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ultimate outcome has been and will continue to be.

If you're limting the opportunities and diverse
conpani es don't have the experience, but you're using
experience as one of those factors, we all know what
t he conclusion will be.

And so to the extent that you're not
identifying those limting factors and figuring out
how to either elimnate them or find ultimate
solutions for dealing with them you will get the
same outcone.

So those are the things that we've
been doing to ensure that we're focusing on those
dynam cs. Now, the reality is those things don't
change overni ght. And that's a part of that cultural
dynam c that we're tal king about as well, is to
ensure that we institutionalize these dynamcs in a
way. Because if these individuals are not sitting up
here having this dialogue and there's someone else in
t hese seats, what we really want to ensure is that
it's been institutionalized in a way that it goes
beyond just the | eaders of these conmpanies at this
point in time, and it becomes systemc within the
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organi zati on.

MS. GLORI A CASTILLO: And, Charles, | know that
you wanted to speak to this.

MR. CHARLES MATTHEWS: Yes.

MS. GLORI A CASTILLO: And 1'd Iike to come back
to the ability to actually do this. And | think,
per haps, the training center will be a good exanple
as a foll ow-up.

MR. CHARLES MATTHEWS: | want to go back to the
best practices. And | know Comm ssi oner Rosal es
asked me about the utilization of that term

And | think on the supply side the
i ndustry has done a phenomenal job of identifying

best practices, and you're starting to see the

benefit of that. You're going to continue to see the
results as a result of all of the utilities, for the
most part, | using the same practices. You're

starting to see the commtment at the top.

The challenge with the business
services, professional services, as | see it -- the
| egal department, the financial services, those
services that, for the nmost part, in the world we
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live in today, that are being procured, or secured,

at the corporate |level -- there has been an
unwi | I i ngness to unbundle, to strategically unbundle
t hose where you still have capacity. And instead of

a strategic unbundling, throwi ng off the pieces when
t hey do.

And, you know, | think, to the extent
that we can be more and nore successful and continue
to be successful on the supply side, we can start to
push those practices back to the corporate side for
busi ness services, because | think the same things
are going to work there. | don't see any difference.

There's just been this block to
unbundl e, you know, pension funds. You know, break
up the pension funds. Have the board issue a mandate
that if you're going to have 5 fund managers, one of
themis going to be a mnority. You know, there's
just been an unwillingness to do that. And | think
that's critical. W're going to have to push that
issue. And | know |I've started having that
conversation with my finance, treasury people; and
they're getting it.
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You know, insurance -- sure, you can
get debt. If I go out and do a line of credit and |
put it all in one bank, absolutely, | can -- maybe |
could optim ze the cost of my debt. But is that the
right thing?

Maybe the first, second, and third
guys, you know, including your |ane -- being a
m nority should be one of the service providers. So
that's what | would like to see. And | think that's
what we need to do here is push that back up to the
corporate |evel.

MR. RALPH G. MOORE: But, if I may -- and we
work with countl ess corporations. In the
professional services it's a relationship management
i ssue. Understand that |1've seen brand-new, never
had a client, non-mnority fund managers get work
because they had a relationship with the CEO s
famly.

| don't think you have to unbundle
because there's a | ot of boutique, advertising,
| egal, financial services firms, non-mnority, that
are wal king in the front door and getting contracts
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with m ni mum experience, very small staffs. The key
is for a sincere commtment to be there.

And | think what this Comm ssion has
done is very simlar to what happened with seat
belts. Those of you who remenber, | think it was
1988 when we got the seat belt |aw here. Everybody
was ki cking and scream ng, How dare you? This is ny
car. This is privacy.

Now you |l ook like a fool if you get in
your car and don't put your seat belt on. W |earned
that this is really good for us. And | think what's
going to happen is as people --

Again, with the Comm ssion, the work
t hat you' re doing, having people to do this for a
conpliance basis -- but then as we mgrate to a
strategic process, people will find out, Well, you
know what ? Wborking with Ariel Capital wasn't so bad
after all because | got a great return, great
service.

So we have to -- it's going to be a
shotgun marriage in some cases, initially. But it's
not a matter of unbundling as much as it's requiring
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the relationship to take pl ace.
COVM SSI ONER ROSALES: Let me ask a question.
You tal ked about the Five Forward
conmpani es. Did you have any that failed?
MS. GLORI A CASTILLC: ' m sorry?
COMM SSI ONER ROSALES: The Five Forwards that
have fail ed.
MS. GLORI A CASTILLC: Certainly.
We | aunched the initiative in 2008.
So the first 3 years of the program took place in an
arena where there were a | ot business failures, and
so we certainly had a couple of mnority firms that
went bankrupt during that time. Absolutely we did.
And | would say that, given the tinme
frame of the recession, the fact that we had
corporations remain commtted to their mnority firnms
over that long term that 5-year period, and continue
to grow their firms is really a testament to the
intentionality.
This is not a small comm t ment that
the firms make, because it's not sinmply selecting 5
firms and then we wal k away. They actually report
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their spend with each of those firms on a quarterly
basis. They also report on satisfaction levels with
their mnority firms on a sem annual basis. And, at
the same time, the mnority firms have an opportunity
to report back on their satisfaction of the
relationship with the corporation.

So it is a very strong tie that takes
pl ace. But certainly we did see -- in the recession
we saw | ess of what you would have seen in the
general small business comunity, but we certainly
saw the sane effects of the recession certainly.

COWMM SSI ONER ROSALES: And recently, | would
say in the last 2 years, how has it been?

MS. GLORI A CASTI LLC: So we have cl osed up the
first cohort of Five Forward, and we are | aunching
our second cohort of Five Forward. W have a very
aggressive goal of establishing 50 corporations
commtted to Five Forward. We're well on our way. I
believe that our recent count is 23 corporations that
have comm tt ed.

But we' ve expanded the availability of
access to the program through their primes, but we've
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strengt hened the technical support services of the
initiative through coll aborative partners |ike CMSDC,
I11inois Hi spanic Chamber of Commerce, Wonen's

Busi ness Devel opment Center. And we've instituted a

series of industry forums.

The first industry forumwll take
pl ace in December of this year, and it will focus on
m nority firnms that are suppling the utilities

i ndustry. Because, frankly, you are so far ahead,
that will be our first industry forum and then we'll
follow that up with financial services, consumer
products, goods, and other industries.

So it's a very robust program | " ve
met with mayors in other cities who are interested in
replicating Five Forward in their city because,
frankly, it's the only program of its type that
requires that quarterly spend data and a university
partner. So | didn't come up with those numbers.

You know, | didn't take a pencil out and figure that
out. That is done in partnership with the University
of Illinois. The data goes to the University. | t
doesn't go to Chicago United. So it's the only
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programof its like in the country where we have al
of the conponents come together to have this kind of
econom c i nmpact measurement.

COMM SSI ONER ROSALES: Thank you.

COMM SSI ONER MAYE- EDWARDS: You know, there's
somet hing that | just quickly wanted to ask about, if
t hat' s okay.

So we talked a little bit earlier
about the categories sonmewhat. And in his remarks
M. Rogers discussed the issue of the difference
bet ween supplier diversity and how there's been
somewhat of an evolution and now we've kind of noved
forward the business part today.

So we know about the |1UBDC. And | ast
year when you were encouraging the creation of the
| UBDC, there was a bit of controversy surrounding the
termrightly used, "supplier diversity" or "business
di versity". And fromthis Comm ssion we pretty much
demanded that it be "business diversity" for many of
the reasons that M. Rogers stated in his remarks.

We did get quite a bit of pushback
And we won't mention where the pushback came from
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but there was some concern there. And so | think
t hat by getting everyone to agree that "Business
Diversity Council" was the proper termfor it, |
think that was a step in the right direction.

Now, with that said, | think that goes
hand in hand in tal king about the tracking of the
categories; right? Specifically, do you separate
them out? Do you have | egal services? Do you have
the financial services, so forth and so on -- which
we're not doing?

| wanted to see if we could get a
response fromthe utility executives on what your
t houghts are on the categories, and |l abeling it, and
speci fying what it actually is, so that we can see
froma business diversity perspective and the whol e,
where we are as opposed to now where everything is
just kind of lunped together.

MR. MELVIN W LLI AMS: So I'lIl start with we're
open to being as transparent as you would like us to
be. | mean, there's nothing that we are not willing
to report in a manner in which it allows you to be

able to have full access to how we're perform ng.
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Wth respect to the "supplier
diversity" and "business diversity", | think that in
and of itself is an interesting dialogue and one that
| actually agree with. And we're really talking
about, you know, which vernacul ar most aligned with
what the actual comm tment is.

And so to the extent that we're in our
organi zation and we're using ternms |ike "supplier
di versity", what does that mean within the
organi zation? What does that mean to the | eaders who
are often making these decisions?

And so how do we change the narrative
around that from to John's point, what has
hi storically been nore of a vertical supply chain
type of dynamc within the organization to nmore
broadly around a business inperative, in terns of
this is how we do business. And this is the way --

And it's that shift that we've been
tal ki ng about. You can call it culture, or you can
call it business strategy. You can call it many
t hi ngs. But it's that shift around changi ng that
narrative in a way that allows the business to view
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this more as an inperative than just a program or a
priority, or a supply chain function. It really is
around, This is how we do our -- This is how we will
manage our business because this is where we get
efficiency, this is where we get the diversity of
experience, this is where we get the opportunity to
ensure that we're bringing different talents and
different experiences into the business.

And so that has nothing to do with
supply chain. That has everything to do with the
busi ness inmperative around how do we create these
opportunities to ensure that they're supporting our
busi ness i n that manner.

MR. CHARLES MATTHEWS: And | conmpletely support
tracking as granular as the Comm ssion would |iKke;
and believe we already do it.

| think the big challenge would be
consul ting. | think there's still some difficulty
t here. You know, consulting sometimes goes in ternms
of construction. Sometimes it goes in finance. So
t hat m ght require some additional work, but | am

totally supportive, and | think we should do it.
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MS. ANNE PRAMAGGI ORE: We can provide that data
by category.

MR. BRUCE HAUK: And | agree as well with being
as transparent as you can be.

One thing that | would mention, too,

t hough is although -- | mean, you really think about
the utility industry as a whole. And | conpletely
agree that the professional service avenue, that's an
area to grow. But | think we've got to also realize
that the majority of our investment is in assets and
will continue to be for many years to cone.

So when you | ook at the total picture,
the dollars that we're tal king about conparison-wi se
is very small compared to the amount of
infrastructure investnment. So | would hate to set up
some type of expectation that there's going to be
some huge growth. | mean, for exanple, the
professional services line is very de mnims in
conparison to the amount of noney that we spent in
i nvest ment per year.

So | do agree that there are
opportunities to open up those areas, and there has

205



10

11

12

13

14

15

16

17

18

19

20

21

22

been resistance in corporations. But froma utility
standpoint, we're an infrastructure investment type
of business, and we are the backbone of this country
in terms of investment. And when the econony is bad,
when the economy is good, we make the investments to
provide the reliable service. So that will always
continue to be the bread and butter or the real
enphasis of what we're behind in ternms of asset

devel opment and infrastructure replacement.

MR. JOHN ROGERS, JR.: Two things: One is that
keeping track by category -- at Exelon | get a big
book this big every year (denonstrating.) Enmmett
Vaughn cones in with Bridget Reidy, and we go through
it category by category.

And you can see it's just not

prof essi onal services. It can be adverti sing. | can
see today -- we have utilities here in Chicago,
Bal ti more, and Phil adel phia -- how much we're

spending with mnority advertising agencies out of a
total spend. And realizing that, of course, the city
is black and brown, primarily, the marketing spend
shoul d be proportional. But it gives you a vehicle
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to have that conversation if you have all of the data
as transparent as possi bl e.

The second part of this issue about
| ooking at it based upon asset spending, what | do
for a living day to day is |I'm a stock picker. ' m
an investnment analyst. And | believe very strongly
in what Warren Buffet talks a | ot about. And when
you invest in conpanies with the Buffet nmodel, you're
trying to find the most profitable companies to
invest in, the ones that have the nmost consi stent
cash fl ow.

So it's not about the total revenue
line that matters to the greatest investor, if you
will. It's the profitability, the consistent
profitability, in cash flows that matter.

So if you | ooked at the spend by
profit versus by revenue, you would have a different
di al ogue than you do. And | know that would be hard
to do, so I'mnot saying or suggesting that we have
to do that; but just realizing in the back of your
m nd that a dollar spend on | egal services is not the
same as a dollar spend on a compbdity where you buy a
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zillion components of something and mark it up half a
cent. The numbers | ook very | arge, but the
profitability, and the nunmber of enployees hired, and
t he amount of wealth created is entirely different
than the head of a law firm or the head of a KPMG

or a Pete & Marwi ck, where they have 200, 000

enpl oyees and an enornous amount of wealth built.

And the | ast part about it, froma
financial services standpoint, what we've done at
Exel on -- they have over almst $40 billion dollars
in its pension plan. And we spend, you know, al most
now $10 billion dollars on m nority-owned pension
fund managers. It's creating an enornmus amount of
weal th and opportunity and jobs because of that
initiative.

And, as | said earlier, the people who
get private equity and hedge funds opportunities
ultimately become the masters of the universe these
days. So making sure that that part of the world
isn't left out of the equation because there's an
enor mous ampunt of spend in pension area that in
traditional ways people never think about it.
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|'"'m sure there are other categories
that are |ike that al so. | happen to know t hat
because that's the field I'min. But what we've done
there has just been fantastic, and there's
opportunity that's there that wasn't -- it wasn't
there in Baltimore. We bought that utility. | t
wasn't there in Phil adel phia. W bought that
utility.

During the mnority cities who played
baseball in 1940, No Person of Col or Need Apply. But
once Exelon took over, all of a sudden they've got a
Baltimore utility -- a Baltimre company managi ng
part of their pension fund that's a diverse firm

MS. GLORI A CASTILLO: There's one | ast point
that | want to make sure that we cover, because
M. WIIliams mentioned cost and quality issues. And
so | don't want to kind of |eave that as the standard
that if you're working with mnority firms, that that
may be the challenge for you and it's insurnountable.

Because ConEd just conpleted a
training center with a 90 percent diverse spend. And
if I"'mnot m staken --
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Anne, can you speak to the cost,
on-time delivery, quality? What did you experience
in building that?

MR. MELVIN W LLI AMS: Let me make sure that |
was cl ear because my description around cost and
guality was two-fold. One, around m sconceptions
within the organi zation; and, two, around limting
factors, right, and understanding that these are
l[imting factors so that we can address it.

| just wanted to make sure that we are
cl ear about that.

MS. ANNE PRAMAGGI ORE: Well, just quickly, you

know, we did build the training center. It was a
targeted conpetitive procurenent. It was 90 percent
di verse spend. It was on time. The quality is
terrific. You know, | think we built it -- you know,

the cost was consistent with any other cost structure
t hat we woul d have seen. So | think we were very,
very happy with that.

| don't know -- and M chell e would be
better able to answer this than I. But my sense is

we don't see any variation that we would not see
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ot herwi se anongst firns. You know, you're going to
get sonme firms that just are not going to be able to
get their costs in |line and be conpetitive, and sonme
t hat do. And so, you know, | don't think that it's
different than sort of the normal universe, i s what
we see.

MR. RALPH G. MOORE: Can | also just briefly
address second tier? You had a question regarding
second tier, if it's mandatory or not.

We had the opportunity -- as a matter
of fact, the NMSDC where we've done npst of the
training over the last 22 years, | was a menber. I
facilitated the second tier task force in 1998 and in
2004. | wrote nost of the rules that are still in
pl ace for the second tier that most corporations use.
We've i nmplemented the second tier program for
Wal - Mart as well as AOL, Time Warner, and Anmeritech.

So when you talk about second tier --
and you hit it on the head -- there has to be
| anguage. Contract |anguage has to be -- "second
tier" has to be in the contract. As a matter of

fact, it needs to be in the RFX and the RFQs. | f
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you're going to have a viable second tier initiative.
|f you don't have it in writing, you don't have it.
So what | |like to say is if you don't have --

And then you also have to have
consequences if you don't hit your targets. So if
you don't have consequences, it's not a second-tier
program it's a second tier survey.

COMM SSI ONER MAYE- EDWARDS: Thank you. That
was very, very hel pful.

| think we would |ike to be here for
hours, and hours, and hours. We have |lots nore
guestions. This, honestly, | think is probably one
of the most, | think, successful and very hel pful
round tables that we've had to date with this policy
forums.

So | wanted to just thank all of the
partici pants and, of course, allow my coll eagues to
provide a couple of closing remarks. Thank you.

COMM SSI ONER DEL VALLE: Thank you.
(Laughter.)
CHAI RMAN SHEAHAN: Yeah. | would just also

like to thank everyone for being here today, but
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particularly our utility executives. W appreciate
and respect the fact that this is a big tinme
comm tnment for all of you, really. And this has been
a terrific discussion and |I think very hel pful. So
t hank you.

| think, you know, one | thing that |
take away is the sincerity of the presentations.
want all of you to know that we also are trying to do
our part at the Commerce Comm ssion to be nore
i nclusive. | think we in the |ast year have becone
more inclusive than the agency has ever been, in
terms of | eadership. So we share that comm t nment,
and thanks again for being here.

COMM SSI ONER McCABE: Thank you. And | would
vote for nore discussion and round table and |ess
presentations next year.

(Laughter.)

COMM SSI ONER MAYE- EDWARDS: Not ed.

COMM SSI ONER DEL VALLE: Agreed.

COMM SSI ONER ROSALES: |"ve been here a little
bit over a year. | attended a neeting |l ate | ast year
with the Utility Diversity Council. And, as you
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know -- "as you know' -- | try to have my words
succinctly. | refrained fromtaking a picture
because | was not really impressed by the growth, of
what | thought it should be.

And | come from an industry that would
codify everything, and | didn't understand how this
i ndustry worked in ternms of the communication that
you all have. So I've matured a little bit, in terns
of wunderstandi ng.

And | point to Ral ph about, you know,
when you codify something, all of a sudden it's
compliance. And so once you get the conpliance part,
we make a nunmber of 8 percent. And when you get 8
percent, the job's over, let's go honme. And that's
not what we're tying to do.

From us and the Comm ssion, | want to
tell you that we really appreciate the dial ogue that
we have. But a couple of things that | wanted to be
cl ear about: number one, again, when | spoke about it
earlier, about the top down, | see that; but it cones
fromthe top down. | f you are not sincere in your
folks in explaining to them what you're | ooking for,
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it just doesn't happen. | ' ve been in business |ong
enough to understand that.

And make sure that they buy in, that
it's not the flavor of the month. You know, you've
got to go to the Comm ssion in June, you know, and
this is really inportant that we do well with
di versity, and then back in July and August we're
back to business. | understand how business worKks,
but it has to be a constant.

The aggressive goals and targets, we
tal ked about that before. And it's sonmething that --
we' re not giving you goals and targets, but we're
| ooking for them | would say ny one disappoi nt ment
is -- in some of the reviews there was |ess of a goal
this year than it was the year before. And that's
not somet hing that we take very lightly. So we're
| ooking to make sure that that doesn't happen again
in terms of goals and targets.

And | really aminmpressed by the

movenment . You know, | know Comm ssioner Maye started
the programwith the Diversity Council. | understand
now what needed to get done. Again, | wasn't
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i mpressed by the numbers for 2014. | kept thinking,
What numbers are they | ooking at? Comm ssioner
del Valle was |like, This is not going to be a
pat-on-the-back type of a nmeeting. And there was a
| ot of that going on, and | was really disappointed
with my first meeting.
But |I've certainly seen the progress
t hat you' ve made. And from a Comm ssion standpoi nt,
| really want to tell you that we appreciate the work
t hat you' ve done. Thank you
CHAI RMAN SHEAHAN: Al'l right. If we have

not hi ng el se, we're adjourned.

(Appl ause.)

(Wher eupon, the above matter was

adj our ned.)
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