dynamic services update

Lt

pantellos

Volume [; Issue2

Kevin Kupfer
Director of Dynamic Services
Pantellos

To subscribe to the
Pantellos Dynamic
Servces update,
Please send an email
to:

Pantellos will publish
an update to this to
newsletter on a
bimonthly basis.

The Online Auctions Front — Full Steam Ahead

It has become a standard practice among utilities to use an online auctions process as a
primary method to source both goods and services. Auctions are now becoming more
common in sourcing categories that were not considered in the past, such as boiler
outage projects, substation construction and meter reading services. Many Pantellos
customers are indeed broadening their auction programs to help with more complex,
highly engineered construction projects and services. These types of spend categories
produce competitive bidding with significant opportunities for price compression. For
example, a recent generation operation auctioned their scaffolding requirements across
all of their generation facilities and saved 8% on a sizable spend. As you consider
growing auction adoption in your supply chains, think about these areas that traditionally
have been sourced through other means. In all probability, using an auction process will
produce better and faster results.

Auctions Statistics
July & August 2003

Total Auctions
Conducted: 121

Total Auction Volume:
$208million

Total Reported
Customer Savings:
$35.8 million

Average Customer-
Reported Savings:
19%

Recent Auction Activity July- August 2003

Corporate T&D

Janitorial Supplies Gas Control Room Coal Sample Analysis
Guard Services Breaker Station Repair Electrical Package
IT and PC Hardware Gas Main Filters

Generation

Service Awards Sub Station Electrical Project Absorbents
QC Services Boxes & Bags Traveling Water Screens
Elevator Service Pipe Primary Site Work
Hotel Rates Cable URD,EPR Electronic Products
HVAC Maintenance 12" ERW Pipe Heavy Haul
Elevator Maintenance Capacitors Water Outsourcing

Janitorial Services Overhead Line Construction Steam Blow and Chemical Cleaning
Meter Reading Tools
Vegetation Management Feed water Heater Replacement
Transmission Line Construction Scaffolding and Insulation
Boiler Work
Replacement of Platforms
Mechanical/Piping Contracts
Unit Outage
Polar Crane
Electrical Motor Refurb

Boiler Tube & Burner Replacement

Composite Insulators

Average Customer-Reported

Average Customer-Reported
Savings: 17%

Average Customer-Reported

Savings: 29% Savings: 23%

Best Practices Discussion — Working with Suppliers

Here are some suggestions to keep in mind when reaching out to suppliers to ensure a
successful outcome of your sourcing event

Communicate your intent to use auctions to your most common suppliers

Use methods to get the bidders on a level playing field (i.e., thorough, clear
specifications)

Properly communicate the process to valued incumbent suppliers to ensure participation
and your intent to include switching costs and value drivers in auction

Utilize real-time bidder weighting so that considerations other than price are accounted
for

Set clear expectations for the evaluation criteria and timeline to award

Follow-up and communicate with all bidders post-auction
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Upcoming Auctions

Upcoming Auctions
Scheduled Events
October 2003 — January 2004

To the right is a list of auction
events that have been placed on
the Pantellos auctions calendar
over the next four months. Use
this list as a guide for generating
auction candidate ideas and for
potential aggregation opportunities
with other utilities. Please contact
your Pantellos development
manager or  Kevin Kupfer
Kevin.kupfer@pantellos.com if you
would like further information about
any of these specific auction
events. .

T&D
Transmission Line Construction
Foundation & Site Work
Distribution Construction
Cable Installation
Low Voltage Power Cable
Power Transmission Materials
Large Scale Lighting
Transmission Construction
Transmission Line Construction
Medium Voltage Cable Il
Steel Distribution Poles
Arrestors
Cable Inspection & Replacement
Substation Projects
Distribution Transformers
Meter Reading
Wood Poles
Gas Main Contractors
Site Grading, Paving, and Fencing
Manhole and Conduit Contractors
Concrete Pads
Final Paving Contractors
Vegetation Management
Pole Treatment
Street Light Repair
Panels
Pipe

Nuclear

Nuclear BV Motor Refurbishment
Security Command Center
Stack Job

Generation
Boiler Tube & Burner Replacement
Water Treatment Capacity Increase
Power Transformer
Inline Debris Filters
Digital Feedwater Controls
Control Cable
Instrument and Thermocouple Cable
Repairs of Diesel Generators
Chemical Lime
Industrial Safety ltems
PVF (steel)

PVF (Polyethylene)
Stack Demolition
Bearings
ION Resin Auction
Electrical Materials
Turbine Vibration Monitoring
Diving Services
Switchgear
Chemical Boiler Cleaning
Cooling Tower Rebuild
Flexible Conduit
Vacuuming & Blasting
Power Transformer Repair
FWH Retube
FWH Replacements
CEMS
Air Compressor Repair
BM SCR Tie In Ducts
lon Resin
Burner Install
High Voltage Breakers
Chimney Lining

Corporate
Elevator Maintenance
Janitorial Services
IT Lease Agreement
Painting Services
Fleet Lubes
Press Release Services
Fiber Optic Cable
Network Managed Services
Envelopes
Snow Clearing Services
Pagers
Moving Contract
Telecom
Floor Demolition
Waste Disposal
Off Road Equipment
Collection Agencies
Background Investigations
Grounds Maintenance
Mainframe Hosting Outsourcing
Auto Parts
PC Software
Computer Hardware -Servers
Third Party Inspectors
Relocation Services
Route Monitoring & Restoration
Company Store
Medium Vehicle Chassis
Traffic Control
Consultants
Billing Services Auction
Consulting/Regulatory
Printing

A Central U.S. utility was facing significant price increases from its incumbent supplier for
Vegetation Management Services to transmission and distribution lines within its geographic
coverage area. Due to the immense budgetary impact of accepting such an increase, the
manager decided to re-open bidding for Vegetation Management services to other suppliers
The intent was to ensure that the optimal price could be obtained on this critical service for
the duration of the existing agreements and contracts.

To achieve this goal in the shortest amount of time and keep the “trimming cycle process”
intact, Pantellos recommended using a reverse auction tool for several areas that were
relatively straightforward in terms of clearance specifications. Although pricing was not
driven down to the original cost, the auction was deemed a success due to the mitigating

effect it had on the proposed price increases. In one area, the auction drove out $500,000 in
proposed increases, resulting in the VM Manager being able to gain 7% more clearance
miles without having to request additional budget funds. In another area, the auction drove
out $414,000 and the mitigation effect on the proposed price increases resulted in an
additional 18% more clearance miles. Clearly, the event exceeded the business unit's
objectives in price, cycle time and quality of the results.

Don Morrison
Portfolio Manager
Pantellos
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