

2026 Franchise Compliance Review Committee Report 



Contents
1.	Introduction	2
1.1 Overview of the Franchise Agreements and Review Process	2
1.2 Charge of the Franchise Compliance Review Committee (FCRC)	2
2.	Activities of the FCRC	3
2.1 Committee Formation and Timeline	3
2.2 Public Meeting Summary	4
2.3 Information-Gathering Activities	4
3.	Review of the Independent Auditor's Report	5
3.1 Audit Objectives	6
3.2 Sample Size and Approach	6
3.3 Key Findings from the Audit	6
3.4 Areas of Concern	7
3.5 Phase 1 Audit Findings Status	7
4.	Committee Recommendations to City Council	7
4.1 Committee’s Comments on Audit Findings and Overall Compliance	7
4.2 Agreement Specific Recommendations	7
4.3 Franchise Review Committee Process Improvements	8
4.4 Ongoing Oversight Recommendations	8
4.5 Recommendations for Future Public Participation	8
4.6 Summary for Future FCRC	8
5.	Recommendations on the Automatic Renewal of the Secondary Term	8
Appendix A - Public Comment from the Franchise Compliance Review Committee	9
Appendix B - FCRC Questions for SDG&E and SDG&E’s Responses	10
Appendix C - FCRC Questions for SDCP and SDCP’s Presentation	11



1. [bookmark: _Toc216104672]Introduction
The City of San Diego's franchise agreements with San Diego Gas & Electric (SDG&E) represent critical public-private partnerships affecting over 1.4 million residents. These agreements grant SDG&E the right to use public rights-of-way to deliver electricity and gas while establishing financial obligations that generate millions in annual City revenue, accountability mechanisms for utility operations, and commitments to advance climate action goals and equitable distribution of environmental benefits.
For ratepayers, these biennial compliance reviews should provide essential accountability, ensuring SDG&E fulfills contractual obligations regarding franchise fee payments, utility undergrounding projects, energy efficiency programs, and administrative service quality standards. The review process examines whether the utility meets commitments in these areas while creating a public forum for community feedback to City Council.
The agreements govern substantial financial commitments, climate action through the Energy Cooperation Agreement (ECA), infrastructure improvements including utility undergrounding, and preserve the City's future options including the right to void automatic renewal of the Franchise Agreements or pursue municipalization. The committee forum should be a venue to ensure transparency and help shape long-term energy policy decisions.
[bookmark: _Toc216104673]1.1 Overview of the Franchise Agreements and Review Process
The franchise agreements encompass four interconnected components: the Electric Franchise Agreement and the Gas Franchise Agreement (collectively, the “Franchises”); the Administrative Memorandum of Understanding (“Admin MOU”), the Utility Undergrounding MOU (“Undergrounding MOU”); and, the Energy Cooperation Agreement (“ECA”). Approved by City Council on June 8, 2021 with an effective date of July 8, 2021, the agreements have primary 10-year terms extending through July 2031, with provisions for automatic renewal for an additional 10 years through July 2041. 
The City reserves the right to void automatic renewal no sooner than the ninth year (July 2030) and maintains authority to terminate either franchise to pursue municipalization. This structure contrasts significantly with previous 50-year agreements that concluded June 1, 2021, reflecting a policy shift toward greater City flexibility and more frequent reassessment opportunities.
City Council approved the agreements with a 6-3 vote on May 25, 2021
[bookmark: _Toc216104674]1.2 Charge of the Franchise Compliance Review Committee (FCRC)
Section 6 of the franchise agreements establishes the FCRC as a five-member committee (three City Council appointees, two Mayoral appointees) created by City Council resolution every two years. The Committee must conduct all business through Brown Act-compliant public meetings and establish mechanisms for public communication regarding the franchise agreements.
The FCRC's purpose is 1) to review the independent auditor's report (delivered 60 days before the FCRC report deadline) and 2) provide City Council with a recommendation on whether to allow automatic renewal of the secondary 10-year term based on compliance with the franchise and Energy Cooperation Agreements.
Beyond these explicit mandates, the Committee has embraced additional responsibilities including proactive information gathering through presentations from SDG&E, City staff, other organizations, and the public; substantive inquiry beyond accepting audit findings at face value; developing expertise on franchise terms and utility operations; making information accessible to the public; and providing forward-looking recommendations for continuous improvement of both SDG&E's performance and the oversight process itself.
The Committee interprets its role to assess not only technical compliance but also the effectiveness of franchise provisions in achieving intended policy objectives. 
Committee Composition: The FCRC for this review period consists of:
	Mayor appointees:
	Matt Brennan
Linda Lattimore

	Council appointees:
	Cody Hooven
Satomi Rash-Zeigler
Corey Albright



The Committee has been supported by staff from the City's Energy Division of the Department of General Services, who provide administrative assistance, prepare materials, coordinate with the auditor and SDG&E, maintain public records, and facilitate Brown Act compliance.
2. [bookmark: _Toc216104675]Activities of the FCRC
[bookmark: _Toc216104676]2.1 Committee Formation and Timeline 
The Franchise Compliance Review Committee for the 2025–2026 compliance review cycle was formally convened in March 2025, pursuant to the requirements established in the Electric and Gas Franchise Agreements and implementing ordinances. Committee members were appointed by the City Council and Mayor consistent with the City’s procedures for advisory bodies.
Following its formation, the Committee established a structured workplan designed to ensure compliance with the 180-day statutory window for reviewing the independent audit results and preparing recommendations to the City Council. Key milestones included:
· March 6, 2025 - Committee Inaugural Meeting
· Introduction of members; review of the committee’s charge; briefing by City staff on the franchise agreements and oversight expectations.
· March-October 2025 -Topic-Specific Briefings
· A series of presentations were received from City staff, SDG&E, San Diego Community Power (SDCP), members of the previous franchise committee and the independent auditing team. Each briefing addressed one component of the franchise agreement or associated MOUs or in the committee members case process of the previous compliance review.
· November 2025 - Final Audit Report Review
· The independent auditor delivered its Phase 2 audit findings. The Committee evaluated the results and began drafting its report and recommendations.


· December 2025 - Preparation of Final Committee Report
· Compilation of findings, recommendations, and the Committee’s renewal guidance to City Council.
The Committee met regularly throughout the review period and adhered to all applicable legal requirements regarding transparency and public access. All meetings allowed time for public comment.
[bookmark: _Toc216104677]2.2 Public Meeting Summary
[bookmark: _Toc216104404][bookmark: _Toc216104478][bookmark: _Toc216104626][bookmark: _Toc216104678]Meeting Schedule and Format
Between March and December 2025, the Committee held 10 publicly noticed meetings. These meetings were conducted in hybrid formats to enhance public accessibility. However, only committee members present were recognized and allowed to vote.
· All meetings were noticed and conducted in compliance with the Brown Act, including:
Posting Agendas: All meeting agendas were posted at least 72 hours in advance, allowing the public adequate notice to prepare and participate.
· Teleconference Accessibility: Meetings included provisions for teleconference participation, ensuring that individuals unable to attend in person had the opportunity to engage.
· Real-time Public Comment: The agenda allowed for real-time public comment, enabling community members to express their opinions and ask questions during the meeting.
· Accessible Meeting Locations: Meetings were held in locations that were accessible to all individuals, ensuring that everyone had the opportunity to attend and participate.
[bookmark: _Toc216104405][bookmark: _Toc216104479][bookmark: _Toc216104627][bookmark: _Toc216104679]Public Accessibility Measures
To ensure meaningful public participation:
· Agendas, presentations and supporting documents were posted on the City’s website prior to each meeting.
· Meeting recordings were posted promptly after each session
· Written public comments were accepted
[bookmark: _Toc216104406][bookmark: _Toc216104480][bookmark: _Toc216104628][bookmark: _Toc216104680]Recording and Posting
Video recordings, slide decks, and meeting minutes for each session were publicly posted on the City’s SDG&E Franchise webpage.
[bookmark: _Toc216104681]2.3 Information-Gathering Activities 
Throughout the review period the Committee conducted extensive information gathering to evaluate SDG&E’s compliance with the Administrative MOU, the Utility Undergrounding Program MOU and the Energy Cooperation Agreement. The Committee reviewed the following categories of information:
[bookmark: _Toc216104408][bookmark: _Toc216104482][bookmark: _Toc216104630][bookmark: _Toc216104682]Documents Reviewed
A consistent set of materials were reviewed at or prior to each meeting, including:
· SDG&E franchise agreement text (Gas and Electric)
· Administrative MOU
· Utility Undergrounding Program MOU
· Energy Cooperation Agreement
· Independent Auditor’s final report and Management letter
· SDG&E program documentation and technical responses to committee questions
· City staff reports and memoranda related to permitting, inspections, undergrounding, street restoration and ECA implementation
· SDCP materials and SDG&E operational interactions
· Public comments--written and oral.
[bookmark: _Toc216104409][bookmark: _Toc216104483][bookmark: _Toc216104631][bookmark: _Toc216104683]Presentations Received
The Committee received presentations from:
· SDG&E Representatives - Covering undergrounding project processes, safety protocols, permitting coordination, design standards, franchise fee reporting, project timelines and follow-up responses to committee questions.
· City Staff - From General Services, Transportation, Engineering, the City Attorney’s Office, and other divisions overseeing franchise implementation.
· Independent Auditors - Presenting audit scope, methodology, interim observations, and final Phase 2 audit findings.
· San Diego Community Power - Presenting updates on CCA operations, coordination with SDG&E, and impacts on franchise responsibilities.
· Other Stakeholders - When invited, subject-matter experts, neighborhood representatives, and advocacy organizations provided context on undergrounding impacts, right-of-way management, public safety, and energy equity.
[bookmark: _Toc216104410][bookmark: _Toc216104484][bookmark: _Toc216104632][bookmark: _Toc216104684]Public Participation 
Public comment was a consistent component of the Committee’s meetings. Members of the public submitted written comments and provided oral testimony at meetings on topics such as:
· Energy equity and climate resilience
· Concerns about the potential automatic renewal of the franchise
Public comments are attached in Appendix A. The Committee considered public input when forming its final recommendations.     
3. [bookmark: _Toc216104685]Review of the Independent Auditor's Report
The independent audit conducted by Crowe LLP reviewed SDG&E’s compliance with the Electric and Gas Franchise Agreement, Administrative MOU, Utility Undergrounding Program MOU, and the Energy Cooperation Agreement for the period July 8, 2023 through July 7, 2025.
The auditor evaluated compliance across the following agreements:
· Electric Franchise Agreement
· Gas Franchise Agreement
· Administrative Memorandum of Understanding (Admin MOU)
· Utility Undergrounding Program MOU (Undergrounding MOU)
· Energy Cooperation Agreement (ECA)
These documents collectively govern SDG&E’s financial, operational, construction, and cooperative obligations with the City.
[bookmark: _Toc216104686]3.1 Audit Objectives
Objective 1: Determine whether SDG&E complied with the requirements outlined in the Electric and Gas Franchise Agreement with the City of San Diego for the period of July 8, 2023 through July 7, 2025.
Objective 2: Determine whether SDG&E complied with the requirements outlined in the Administrative Memorandum of Understanding with the City of San Diego for the period of July 8, 2023 through July 7, 2025.
Objective 3: Determine whether SDG&E complied with the requirements outlined in the Undergrounding Memorandum of Understanding with the City of San Diego for the period of July 8, 2023 through July 7, 2025.
Objective 4: Determine whether SDG&E complied with the requirements outlined in the Energy Cooperation Agreement with the City of San Diego for the period of July 8, 2023 through July 7, 2025.

These four objectives guided the auditor’s selection of procedures, sampling, document review, and interviews.

[bookmark: _Toc216104687]3.2 Sample Size and Approach
To complete the audit, the auditor reviewed several hundred documents provided by SDG&E, including franchise-related financial records, project schedules, design estimates, construction notifications, cost backup, invoices, environmental documentation, and communications with City departments. The sampling approach included a detailed review of thirteen (13) Administrative MOU projects and examination of undergrounding projects at 60%, 90%, and construction stages. The auditor also conducted interviews with SDG&E staff in engineering, permitting, and program management, as well as personnel from multiple City departments. Internal controls related to franchise administration were reviewed for planning purposes but were not tested to support a control assurance opinion. All work adhered to Government Auditing Standards.
The audit was conducted on June 10, 2025 and concluded with the issuance of the Independent Auditor’s Report dated October 31, 2025. The process included document collection, interviews, analysis, project sampling, internal control review, and assessment of remediation efforts from the prior audit cycle.
[bookmark: _Toc216104688]3.3 Key Findings from the Audit
The auditor found that SDG&E met all four audit objectives in all significant respects. Two findings of non-compliance were identified:
1. Finding #1: Several requirements under the Undergrounding MOU were not met, including timely assignment of inspectors, provision of required inspection schedules, delivery of Construction Baselines for certain projects, and clarity of 90% Design Estimate documentation.
2. Finding #2: One instance of non-compliance under the Administrative MOU due to failure to schedule a required pre-construction meeting, resulting from incorrect project classification.
Both findings were categorized as non-compliance with related internal control deficiencies. Neither finding rose to the level of being significant to the audit objectives overall.
The auditor determined that SDG&E substantially met the requirements of all four agreements during the audit period. areas of non-compliance were limited to:
1. Administrative MOU: A single instance involving improper project classification and a missed pre-construction meeting.
2. Undergrounding MOU: Specific deficiencies related to inspector scheduling, construction baseline documentation, and design estimate reporting.
No material issues were identified under the Electric and Gas Franchise Agreements or the Energy Cooperation Agreement.
[bookmark: _Toc216104689]3.4 Areas of Concern
The audit highlighted several areas requiring attention:
1. Undergrounding Program Issues:
a. Delays in assigning inspectors and providing required inspection schedules.
b. Failure to deliver Construction Baselines for applicable projects.
c. Insufficient clarity in identifying and documenting 90% Design Estimates in billing materials.
2. Administrative MOU Issue:
a. A single project was misclassified as Category 1 rather than Category 2, resulting in a missed pre-construction meeting.
b. These issues point to opportunities for improved project controls, documentation practices, and internal communication.
[bookmark: _Toc216104690]3.5 Phase 1 Audit Findings Status
[TO BE UPDATED]
4. [bookmark: _Toc216104691]Committee Recommendations to City Council	Comment by Ong, Megan: All members to provide feedback and input for the next meeting
[bookmark: _Toc216104692]4.1 Committee’s Comments on Audit Findings and Overall Compliance
Below is a summary of the comments regarding the independent auditor’s report provided by the committee:
[TO BE UPDATED]
[bookmark: _Toc216104693]4.2 Agreement Specific Recommendations 
Administrative MOU 
· Address pre-construction meeting compliance and strengthen internal controls for design phase delays
· Align renegotiation timeline with FCRC review cycle; clarify duty to defend provisions
Utility Underground MOU
· Require detailed cost breakdowns including overhead transparency; establish regular MOU review mechanism
Energy Cooperation Agreement (ECA)
· Establish realistic timelines for implementation plans; enhance measurability with concrete targets aligned to CAP
· Maintain energy efficiency program commitments; improve tracking of ECA-specific versus general activities
[bookmark: _Toc216104694]4.3 Franchise Review Committee Process Improvements
a. Create plain language summary of all agreements, purpose, process, and timelines for Committee and public to better understand.
b. Align all agreement renegotiation timelines to coincide with FCRC biennial review cycle
c. Provide FCRC access to draft audit findings for preliminary review
[bookmark: _Toc216104695]4.4 Ongoing Oversight Recommendations
a. Establish franchise success criteria beyond basic audit compliance; require comprehensive annual reporting
b. Enhance Phase 2 audit scope to analyze cost drivers, particularly overhead charges in undergrounding projects
[bookmark: _Toc216104696]4.5 Recommendations for Future Public Participation
a. Establish structured public input opportunities earlier in agreement negotiation process, not just post-implementation
b. Make all written questions and stakeholder responses part of permanent public record; consider more independent third-party presentations
c. Proactively encourage public engagement; develop comprehensive timeline showing all agreement schedules
d. Provide plain-language summaries alongside technical materials
[bookmark: _Toc216104697]4.6 Summary for Future FCRC
[TO BE UPDATED]
5. [bookmark: _Toc216104698]Recommendations on the Automatic Renewal of the Secondary Term	Comment by Ong, Megan: All members to provide feedback and input for the next meeting
5.1 Framework for Decision
The Committee recommends that City Council make determinations based on both specific agreements or related MOUs and the overall impact and intent of the broader agreement process and structure.
5.2 Committee Recommendation
CONDITION: All franchise-related agreement renegotiation schedules or processes must be aligned to allow for meaningful public and Council input before agreements are finalized or updated
The Committee's recommendation is based on the following factors:
· Compliance Assessment: SDG&E demonstrated substantial/adequate/insufficient compliance with franchise fee payments, Administrative MOU requirements, Utility Undergrounding MOU obligations, and Energy Cooperation Agreement commitments during the review period. While two audit findings were identified, they were characterized as not to be significant to audit objectives
· Cost and Financial Considerations: Utility undergrounding costs remain at the high end of the state range, and transparency regarding overhead charges requires improvement. The City receives $XX annually in franchise fees, which represents a significant…. Financial oversight mechanisms are adequate/need strengthening.
· Responsiveness to Previous Recommendations: Previous findings were remediated or TBD.
· Progress on Climate Action Plan Goals: The ECA has resulted in limited progress toward the City's climate goals beyond business-as-usual activities. 
· Public Input and Community Concerns: The Committee received public comment regarding [summarize] The Committee has incorporated these concerns into its recommendations and assessment.
· Alternative Options: [The Committee has considered the City's ongoing municipalization feasibility study and recognizes that conditional renewal would preserve maximum flexibility for future options/allowing renewal does not preclude future municipalization studies or efforts.
Conclusion: Based on the totality of these factors, the Committee believes that conditionally allowing automatic renewal best serves the interests of San Diego ratepayers and supports the City's policy objectives regarding these agreements.
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