12/8/25 Cody’s assigned sections to be added to draft committee report and edited further.

INTRODUCTION AND PROCESS
1. Significance
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.
2. 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 Franchise Agreements or agreements); the Administrative Memorandum of Understanding (MOU), the Utility 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.	Comment by Cody Hooven: Confirm dates
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.
3. 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 core mandate is reviewing the independent auditor's report (delivered 60 days before the FCRC report deadline) and providing City Council with a comprehensive written report within 180 days of each two-year compliance period. This report must include the auditor's findings, the Committee's analysis and recommendations, and critically, 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:
1. [Name]
1. [Name]
City Council Appointees:
1. Cody Hooven, Chair
1. Satomi Rash-Ziegler, Vice Chair
1. [Name]
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.

Committee Recommendations to City Council

1. Agreement-Specific Recommendations	Comment by Cody Hooven: Needs more work from committee
Administrative MOU
1. Address pre-construction meeting compliance and strengthen internal controls for design phase delays
1. Align renegotiation timeline with FCRC review cycle; clarify duty to defend provisions
Utility Undergrounding MOU
1. Require detailed cost breakdowns including overhead transparency; establish regular MOU review mechanism
1. Advocate for rate of return adjustments given high costs ($5-6M/mile); establish enforcement mechanisms
Energy Cooperation Agreement
1. Establish realistic timelines for implementation plans; enhance measurability with concrete targets aligned to CAP
1. Maintain energy efficiency program commitments; improve tracking of ECA-specific versus general activities
1. Franchise Review Committee Process Improvements
1. Create plain language summary of all agreements, purpose, process, and timelines for Committee and public to better understand.
1. Align all agreement renegotiation timelines to coincide with FCRC biennial review cycle
1. Provide FCRC access to draft audit findings for preliminary review
1. Ongoing Oversight Recommendations
1. Establish franchise success criteria beyond basic audit compliance; require comprehensive annual reporting
1. Enhance Phase 2 audit scope to analyze cost drivers, particularly overhead charges in undergrounding projects
1. Recommendations for Future Public Process Improvements
1. Establish structured public input opportunities earlier in agreement negotiation process, not just post-implementation
1. Make all written FCRC questions and stakeholder responses part of permanent public record; consider more independent third-party presentations
1. Proactively encourage public engagement; develop comprehensive timeline showing all agreement schedules
1. Provide plain-language summaries alongside technical materials
Overall Assessment: Brief summary TBD 

Recommendations on Automatic Renewal
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.

2. Committee's Recommendation
1. Whether to Allow Automatic Renewal to Proceed
· RECOMMEND CONDITIONAL APPROVAL: The Committee recommends allowing automatic renewal to proceed subject to specific conditions outlined in Section 2b below. While SDG&E has achieved baseline compliance, significant concerns regarding [describe: measurable outcomes, timelines not structured to allow for meaningful public or Council input, City ability to re-negotiate is limited] require additional commitments before the City commits to an additional 10-year term.
1. Conditions or Contingencies
· 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
· Others?
1. Rationale for Recommendation
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.



