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EXECUTIVE SUMMARY

This is the California Public Utilities Commission’s (CPUC) 30* Annual Report to the
Legislature on the progress reported by utility companies (utilities) in procuring goods,
services, and fuel from women-owned, minority-owned, disabled-veteran-owned, and
lesbian, gay, bisexual, and/or transgender (LGBT)-owned business enterprises
(WMDVLGBTBE or diverse suppliers).! Highlights of the report include:

» Utilities procurement spending on diverse suppliers increased from $8.67 billion in
2014 to $8.82 billion in 2015. The percentage of total utilities procurement from
diverse suppliers in 2015 slightly decreased from 32.86 percent in 2014 to 32.36
percent.

= The utilities overall exceeded the CPUC’s General Order 156 21.5 percent goal in
2015 and also met the minority-owned, women-owned, and disabled-veteran-
owned business enterprises goals.

= The utilities reported increased spending and percentages with WBE and DVBE in
2015; however, procurement with MBEs declined from $5.82 billion (22.07%) in
2014 to $5.58 billion (20.50%) in 2015.

= Southern California Gas Company (SoCalGas), Pacific Gas and Electric Company
(PG&E), Southern California Edison (SCE), San Diego Gas and Electric (SDG&E) and
Southwest Gas continue to spend over 40 percent of their procurement with diverse
suppliers.

= In 2015, Verizon California and AT&T Long Distance achieved over 50 percent
procurement with diverse suppliers and AT&T California and Sprint achieved 48.56
percent and 44.48 percent, respectively.

» The small utilities procurement with diverse suppliers declined in 2015 from $202
(21.07%) in 2014 to $145 million (18.63%).

*  From the CPUC regulated water utilities, Park Water Company almost exceeded the
40 percentile at 39.94 percent in 2015. All the water utilities, except San Gabriel
Valley Water Company and San Jose Water Company, met the GO 156 21.5 percent
goal.

The CPUC commends the utilities for their achievements in 2015 and encourages them to
continue their efforts in supplier diversity to achieve greater levels of diversity in future
procurements.

1 Public Utilities Code (PU Code), Section 8283 requires CPUC-regulated electrical, gas, water, wireless
telecommunications service provider, and telephone corporation and their regulated subsidiaries and
affiliates, with gross annual revenues exceeding $25 million, to submit annual verifiable plans for increasing
procurement from WMDVLGBTBEs. The CPUC is responsible for verifying the status of WMLGBTBE
applicants, reporting results of the program, and making recommendations to achieve maximum results in
implementing legislative policy. PU Code, Section 910.3 mandates that the CPUC submit a report on
WMDVLGBTBE procurement by September 1 of each year. General Order (GO) 156 requires each utility to
establish goals for utility purchases of services, goods, and fuel as a percentage of total procurement from
WMDVLGBTBEs.
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BACKGROUND

In the mid-1980s, the California Legislature passed Assembly Bill (AB) 3678 (Stats. 1986,
ch. 1259) to encourage the award of a fair proportion of total utility contracts and
subcontracts to women-business enterprises (WBE), and minority-business enterprises
(MBE). This bill created the foundation for the CPUC’s Utility Supplier Diversity Program
(USD). Subsequently, the CPUC issued General Order (GO) 156 to implement statutes and
set the USD program framework and guidelines. On June 3, 1992, Decision (D.) 92-06-030
amended GO 156 to add disabled veteran-owned business enterprises (DVBE) to the USD
program. On June 11, 2015, D. 15-06-007 amended GO 156 to include LGBT-owned
business enterprises (LGBTBE) in the program as stated in AB 1678 (Gordon).2 GO 156
directly covers CPUC regulated electrical, gas, water, wireless telecommunications service
provider, and telephone corporation and their regulated subsidiaries and affiliates, with
gross annual revenues exceeding $25 million.

The USD program promotes and monitors supplier diversity in utilities’ procurement and
oversees a certification clearinghouse (the Supplier Clearinghouse).3 The program
encourages the utilities to purchase at least 21.5 percent of their procurement from
WMDVLGBTBEs (15% from minority-owned businesses, 5% from women-owned
businesses, and 1.5% from disabled-veteran-owned businesses). At the moment, the
program does not have a percentage target goal for LGBTBEs. The CPUC will review and
make a determination on LGBTBE program goal by 2021.# Nevertheless, the utilities are
strongly encouraged to include LGBTBEs in their procurement.

Public Utilities Code Section 8283 (d) requires each participating utility> to report annually
to the CPUC on its diverse procurement performance and plans for future enhancement.
This requirement is further reiterated in GO 156, Section 9. The intent of the supplier
diversity reports is to provide the CPUC with information on the utilities progress in
meeting their short-, mid-, and long-term supplier diversity goals.

OVERVIEW OF 2015 SUPPLIER DIVERSITY PROCUREMENT

In 2015, the participating utilities reported a total of $8.82 billion procurement with
WMDVLGBTBEs at 32.36 percent of total utilities procurement. The utilities are not
required to report on LGBTBE procurement until 20166, however, some utilities, such as
AT&T and a few regulated water utilities, included information regarding their
procurement with LGBTBEs in their report.

2 Order Instituting Rulemaking to Update General Order 156 to Comply with Assembly Bill 1678 by Extending
Provisions of the Utilities’ Supplier Diversity Program to Lesbian, Gay, Bisexual and/or Transgender (LGBT)
Business Enterprises, D. 15-06-007.

3 GO 156, Section 1.3.22: Clearinghouse is a CPUC-supervised program that verifies women-, minority- and
LGBT-owned businesses’ status and maintains a database (http://www.thesupplierclearinghouse.com/).
4 GO 156, Section 8.3.6.

5 PU Code, Section 8283: Utilities with annual revenue exceeding $25 million.

6 PU Code, Section 8283 (d) and D.15-06-007.
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Category Procurement Amount Percentage Achieved Goal’

MBE $5.58 billion 20.50% 15%
WBE $2.76 billion 10.13% 5%
DVBE $0.46 billion 1.70% 1.5%
LGBTBE $0.01 billion 0.02% No goal®
8(a)? $0.002 billion 0.01% No goal

Continuing past years’ trend, the utilities in 2015 increased their overall procurement with
WMDVBESs again. The total WMDVBE spend increased by 1.65 percent from $8.67 billion in
2014 to $8.81 billion in 2015. With the inclusion of the few-reported LGBTBE spend, the
total diverse procurement in 2015 increased by 1.72 percent to $8.82 billion. Despite the
increase in the amount of dollar spent, the WMDVBE percentage of total utilities
procurement declined slightly from 32.86 percent in 2014 to 32.34 percent in 2015.

In 2015, the utilities met the MBE, WBE, and DVBE goals set by the GO 156.10 This is an
improvement from the 2014’s result where the utilities did not meet the DVBE goal.
Compared to 2014’s result, the utilities increased their WBE and DVBE dollar spend and
percentage of total procurement in 2015; however, they reported a decline of 4.09 percent
in the MBE category from $5.82 billion in 2014 to $5.58 billion in 2015. The MBE
percentage of total utilities procurement decreased from 22.07 percent to 20.50 percent as
well.

” Aspirational goals set by Section 8.2 of the GO 156.

® On June 11, 2015, through D.15-06-007, the CPUC included LGBTBES in the GO 156 program. For the next five
years, the CPUC will not set any numerically based goals and targets for LGBTBE procurement (GO 156, Section
8.3.2).

® GO 156, Section 1.3.13: “Other groups or individuals found to be disadvantaged by the United States Small
Business Administration (SBA) pursuant to Section 8(a) of Small Business Act as amended (15 U.S.C. 637(a)), or
the Secretary of Commerce pursuant to Section 5 of Executive Order 11625.” This category may include non-
WMDVLGBTBEs.

10 See Attachment A, Table 3.
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2014 and 2015 Supplier Diversity Procurement Results
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2015 UTILITY WMDVLGBTBE PROCUREMENT PROGRAM RESULTS

Attachment A of this report details the participating utilities’ 2014 and 2015
WMDVLGBTBE procurement program results data. To review the 2015 WMDVLGBTBE
results, utilities are grouped into two categories.

1) Large utilities (total procurement of approximately $150 million or more);
2) Small utilities (total procurement of approximately $150 million or less).

The large utilities procure extensively more compared to the small utilities. The large
utilities’ procurement activities represented 97 percent of the total procurement dollars
reported in 2015.

In their 2015 GO 156 report, Cox Communications (Cox) and MCI Communications, Inc.
d/b/a Verizon Business Services reported their nationwide diverse procurement spend,
instead of their California specific spend. CPUC staff is working with both utilities to ensure
in the future, their GO 156 report includes California specific procurement data.

As specified in GO 156, the utilities report procurement spend with diverse suppliers that
have a diverse certification status from the Supplier Clearinghouse. The procurement must

be in support of the utilities’ California operations.

Program Results of the Large Utilities

Fourteen utilities categorized as large reported on their 2015 WMDVLGBTBE program
results and activities.
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= AT&T California (AT&T CA)

= AT&T Corporation (AT&T Corp)

= AT&T Mobility

= (California Water Service (Cal Water)

= Comcast California (Comcast)

= Level 3 Communications (Level 3)

= Pacific Gas and Electric Company (PG&E)
= San Diego Gas & Electric (SDG&E)

= Southern California Edison (Edison)

= Southern California Gas Company (SoCalGas)
= Sprint Corporation (Sprint)

= T-Mobile

= Verizon of California, Inc. (Verizon CA)

= Verizon Wireless

As stated earlier, for the 2015 report, participating utilities were not required to include
their LGBTBE spend, but some utilities voluntarily submitted their results.

The large utilities in aggregate exceeded the GO 156 goal of 21.5 percent at 32.76 percent
of total utilities’ procurement and met the MBE, WBE and DVBE goals in 2015. Verizon CA
leads the large utilities by spending over 50 percent of its 2015 procurement with diverse
suppliers. AT&T CA closely follows by reaching just below 50 percent. SoCalGas, Sprint,
PG&E, SCE and SDG&E spent over 40 percent of their total procurement with diverse
suppliers. From the large utilities, Level 3, T-Mobile, AT&T Mobility, Comcast and Verizon
Wireless did not meet the GO 156 goal of 21.5 percent. In 2015, AT&T CA, AT&T Corp,
PG&E, T-Mobile, and Verizon CA increased their percentage of total procurement spend
with diverse suppliers, up from 2014.

The large utilities spent $8.67 billion (32.762%) in total with WMDVLGBTBESs and without
the reported LGBTBE businesses (WMDVBE), $8.67 billion (32.761%). The effect of the
reported LGBTBE dollar amount on the total dollar spend and percentage is negligible.

The large utilities increased overall WMDVBE procurement by 2.44 percent from $8.46
billion in 2014 to 8.67 billion in 2015. However, the percentage of total procurement
decreased from 33.30 percent in 2014 to 32.76 percent in 2015 (see Tables 3, 1A, and 1B in
Attachment A). In 2015, AT&T Corp, PG&E, and T-Mobile showed increases in both dollars
and percentage of total utility procurement with diverse suppliers. However, AT&T
Mobility, Sprint and Verizon Wireless reported decreases in both.
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2015 Large Utilities Performance
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AT&T CA Comcast | Level 3 | PG&E | SDG&E SCE Sprint

Corp | Mobility | Water CA Wireless
2014 | 41.74% | 26.59% | 18.69% | 24.05% | 17.31% 40.92% | 44.44% | 44.97% | 50.03% | 48.42% | 8.64% | 49.11% | 21.55%
42015 48.56% | 28.84% | 12.53% | 22.76% | 14.59% | 3.22% | 44.01% | 42.74% | 42.90% | 44.48% | 44.66% | 12.01% | 51.23% | 19.31%

Large Utilities’ Procurement: Minority-owned Business Enterprises (MBEs)

Out of the 14 large utilities, AT&T Mobility, Comcast, Level 3 and T-Mobile did not meet the
15 percent MBE procurement goal. The large utilities’ total MBE procurement and MBE
percentage of total procurement decreased in 2015 by 3.32 percent from $5.69 billion
(22.40%) in 2014 to $5.51 billion (20.82%). Cal Water, Comcast, PG&E, and T-Mobile
reported increases in both dollars and percentage of total utility procurement with MBEs in
2015 (see Tables 3, 1A, and 1B in Attachment A). Conversely, AT&T CA, AT&T Mobility,
SDG&E, Sprint, and Verizon Wireless experienced decreases in both dollars and percentage
of total utility procurement in 2015.

Minority Business Enterprises: Comparison of 2014 and 2015
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Large Utilities’ Procurement: Women-owned Businesses Enterprises (WBEs)

The large utilities met the 5 percent WBE procurement goal with the exception of Verizon
Wireless, T-Mobile and Level 3. Overall, the large utilities’ WBE spend increased by 12.44
percent from $2.40 billion (9.45%) in 2014 to $2.70 billion (10.20%) in 2015. AT&T CA,
AT&T Corp, Cal Water, PG&E, SDG&E, SoCalGas, Sprint, and T-Mobile reported increases in
both dollars and percentage of total utility procurement with WBEs (see Tables 3, 1A, and
1B in Attachment B). To the contrary, AT&T Mobility, Comcast, and Verizon CA showed
decreases in both dollars and percentage of total utility procurement. SCE increased its
WBE spend in 2015 while maintaining the same percentage of total utility procurement.

Women Business Enterprises: Comparison of 2014 and 2015
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Large Utilities’ Procurement: Disabled Veteran-owned Businesses (DVBEs)

Compared to 2014 results, the large utilities’ DVBE procurement increased by 24.38
percent in 2015, from $369.2 million (1.45%) to $459.2 million (1.74%). AT&T Corp, AT&T
Mobility, Cal Water, Comcast, Level 3, T-Mobile, and Verizon Wireless did not meet the
DVBE 1.5 percent procurement goal. AT&T CA, AT&T Corp, AT&T Mobility, Comcast, PG&E,
SDG&E, SoCalGas, Sprint, and Verizon CA reported increases in both dollars and percentage
of total utility procurement from DVBEs (see Tables 3, 1A, 1B, 7A, and 7B in Attachment A).
On the other hand, Cal Water, T-Mobile and Verizon Wireless experienced a decline in both
dollars and percentage of total utility procurement in 2015.
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Disabled Veteran Business Enterprises: Comparison of 2014 and
2015 Procurement
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Program Results of Small Utilities

The small utilities (total procurement of approximately $150 million or less) reporting in
the WMDVLGBTBE program arell:

= AT&T Long Distance

= AT&T TCA

= (alifornia American Water Company (Cal-Am Water)

=  Frontier Communications (Frontier)

* Golden State Water Company (Golden State Water)

= Liberty Utilities

* Lodi Gas & Storage

= PacifiCorp (Pacific Power)

= Park Water Company (Park Water)

= San Gabriel Valley Water Company (San Gabriel Valley Water)
= San Jose Water Company (San Jose Water)

= Southwest Gas

=  Suburban Water Systems (Suburban Water)

= TelePacific Communications (TelePacific)

= Time Warner Cable (Time Warner)

* Trans Bay Cable, LLC (Trans Bay Cable)

= Wild Goose, LLC (Wild Goose)

= XO Communications Services, LLC (XO Communications)

' Citizens Telecommunications Company of California, Inc., SureWest Telephone, and US Cellular did not report
their 2015 WMDVLGBTBE procurement since their gross annual revenues fell below the GO 156 $25 million
requirement to submit an annual GO 156 report.
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The small utilities account for approximately three percent of total utility procurement
($8.82 billion). In 2015, the small utilities collectively procured $145 million from
WMDVLGBTBE, which is a decline of 29 percent from the 2014 WMDVBE results of $202
million. The small utilities experienced the decline even with the inclusion of the added
LGBTBE spend category. The total procurement percentage also dropped from 21.07
percent in 2014 to 18.63 percent in 2015. The small utilities did not meet the overall 21.5
percent program goal as well as the individual MBE and DVBE goals (see Tables 3, 2A, and
2B in Attachment A).

Southwest Gas achieved the highest percentage of total diverse spending, coming in at 76
percent followed by AT&T Long distance at 52 percent. AT&T TCA, Cal-Am Water, Golden
State Water, Liberty Utilities, Park Water, and Suburban Water reported spend over the
21.5 percent program goal. In 2015, Park Water, San Gabriel Valley Water, Southwest Gas,
Suburban Water, TelePacific, Trans Bay Cable and Wild Goose reported increases in diverse
spend dollars and percentage of total utility procurement, whereas Liberty Utilities, Lodi
Gas & Storage, PacifiCorp and San Jose Water experienced declines in both.

2015 Small Utilities Performance
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2015 | 51.50% | 37.67% | 24.06% | 5.48% |22.40% |22.38% | 1.01% | 2.04% |39.94% | 13.80% |17.21% | 75.53% | 24.72% | 3.90% | 2.59% | 1.15% | 6.07% | 2.88%

Small Utilities’ Procurement: Minority-owned Businesses (MBEs)

The small utilities procurement from MBEs decreased in 2015 by 42 percent from $127
million (13.27%) in 2014 to $74 million (9.48%) in 2015. From the small utilities, only
AT&T Long Distance, AT&T TCA, Southwest Gas, and Suburban Water achieved the 15
percent MBE program goal. Golden State Water, Suburban Water, TelePacific, Trans Bay
Cable, and Wild Goose reported increases in MBE procurement, both in dollar volume and
as a percentage of total utility procurement, whereas Liberty Utilities, Lodi Gas & Storage,
PacifiCorp, Park Water, San Gabriel Valley Water, San Jose Water, Southwest Gas, and X0
Communications showed decreases in both (see Tables 3, 24, and 2B in Attachment A).
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