ENERGY EFFICIENCY
EXAMINATION

SOUTHERN CALIFORNIA GAS COMPANY
PROGRAM YEAR 2017

UTILITY AUDIT, FINANCE AND COMPLIANCE BRANCH
AUGUST 5, 2019




A dlgltal copy of thls report can be found at:

Thanks to: |
Angie Williams, Kevin Nakamura, and Jieli Feng




Table of Contents

FXBCTTTIVE BUNIIATRY s sonssssumss oism i s niss e s s s st s utsais 1
EXAMINATION REPORT ......cteeierirtitetriesesieriistissasessssisssessesessesessessasessesessassesseseessasessessesessssens 2
BACKGROUND ....oiiiiniiniininieiiesiiesteterestesteseste st tessssessesesassssasssssassesssssensesessensensossssensassoseses 2
SCOPE ...ttt s et ee s e st e e e e e aba e e s e s b e s e e ban e e e e bbb e ae s ea b bt e e e e abba e e e e banaesanraes 3
RIETEIODIOTIOREY waioissisoiomssoesonicisbiosoisiss sshissns sidsis s e AR R A0 4
FINDINGS AND RECOMMENDATIONS. . ....cocivimiismiveimsrieissssisisssivmsiissmsicsss 5
CONCTUIBIOMN i s aa e s R i 7
APPENIIIIED ...... oo cnsssmnmsmmnssmmmsnsnrsssssssasmaranmassmssssnss sosss s maxssss s s A S e SR A RS S SRS RS S
APPENDIX A Applicable Rules and Regulations ..........ccocveveeerieiveneieceeieeseseeeseneenes A-1
APPENDIX B Summary — PY 2017 Exam Adjustments.........cccoverenenercrenerisrineeesnssaene B-1
APPENDIX € SO0 REBDOMEEE «oviwivisovivrsrississiivsssvissuioioh s hsiws sro s S i sisisisisossmisvens C-1

APPENDIX D Evalugtion of RESDOMSEE .. i i oo s s oo s s iiuis e it ssiias D-1




Executive Summary

The California Public Utilities Commission (Commission) was established by Constitutional
Amendment as the Railroad Commission in 1911. The Legislature passed the Public Utilities Act,
expanding the Commission's regulatory authority to include natural gas, electric, telephone, and water
companies as well as railroads and marine transportation companies in 1912. One of the
Commission’s duties is to oversee billions of dollars expended on energy efficiency (EE) programs
funded by California ratepayers. These EE programs are predominantly administered by the four
major Investor-Owned Utilities (IOUs) in California. They are Pacific Gas and Electric Company
(PG&E), Southern California Edison Company (SCE), San Diego Gas & Electric Company (SDG&E),
and Southern California Gas Company (SCG).! The primary purpose of these EE programs are to
develop programs and measures to meet energy savings goals and transform technology markets in
California.

The Commission’s Utility Audit, Finance, and Compliance Branch (UAFCB) conducted the
examinations of the EE programs pursuant to Ordering Paragraph (OP) 17 of Decision (D.) 13-09-023.
Additionally, the Commission has statutory authority to inspect and audit the books and records of the
IOUs to ensure that ratepayers’ money is well spent, specifically, pursuant to Public Utilities Code
(PUC) Sections 314.5, 314.6, 581, 582, and 584. UAFCB conducted this examination in accordance
with Generally Accepted Governmental Auditing Standards (GAGAS).

The scope of this examination covered the period January 1, 2017 to December 31, 2017 or PY 2017.
The purpose of this examination was to ensure that SCG was in compliance with EE program rules and
regulations and to determine whether its reported EE expenditures were accurate, allowable and
verifiable. For the examination on SCG’s EE program, expenditures of selected EE programs and
subprograms administered and implemented by SCG for the period under audit were reviewed. The
specific SCG EE program and subprogram areas examined are included in the scope section of this
report. Based on the examination, the following findings were identified:

e Finding #1: Lack of Compliance with Accrual Policy and Procedures Relating to its EE
Program Costs for PY 2017

e Finding #2: Overstatement of the Efficiency Savings and Performance Incentive (ESPI) Award
Amount for PY 2017

! San Diego Gas & Electric Company (SDG&E) and Southern California Gas Company (SCG) are affiliated subsidiaries of
SEMPRA Energy.
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Examination Report

BACKGROUND

The California Public Utilities Commission (Commission) regulates investor-owned electric and gas
utilities in California. Through its regulatory oversight, the Commission is responsible for overseeing
the energy efficiency (EE) programs which are principally administered and implemented by the four
major Investor-Owned Utilities (IOUs) in California and funded by California ratepayers. The four
major IOUs in California are Pacific Gas and Electric Company (PG&E), Southern California Edison
Company (SCE), San Diego Gas & Electric Company (SDG&E), and Southern California Gas
Company (SCG).?> The primary purpose of these EE programs are to develop programs and measures
to meet energy savings goals and transform technology markets within California using ratepayer
funds.

To meet California’s aggressive electricity and natural gas energy efficiency goals, the Commission
authorized billions to the EE programs, which are funded by electric and gas rates included in
ratepayer bills.> The IOUs have greatly increased its costs and budgets through rate increases for
administering and implementing these EE programs over time. Prior to 2016, the Commission
authorized the IOUs budgets for the EE programs based on a three-year program cycle. In Rulemaking
(R.) 13-11-005, the Commission contemplated moving away from authorizing the EE budgets on a
triennial basis and towards authorizing the EE budgets on an annual “rolling” portfolio basis. As a
result, the IOUs PY 2016 EE portfolio budget was the first year to utilize the new “rolling” portfolio
process. Consistent with an annual EE program portfolio, the Commission provided ongoing funding
for EE programs from 2015 onward. As such, the Commission extended the existing EE program
through 2015, and authorized the IOUs to use the 2015 annual spending levels until the earlier of 2025
or when the Commission issues a superseding decision on funding level.*

These EE programs span a variety of sectors encompassing residential homes and commercial
buildings, large and small appliances, lighting and heating, ventilation and air conditioning (HVAC),
industrial manufacturers, and agriculture. Within those sectors, the EE program utilizes a variety of
tools to meet energy savings goals, such as financial incentives and rebates, research and development
for EE technologies, financing mechanisms, codes and standards development, education and public
outreach, marketing and others. The Commission also adopted the Efficiency Savings Performance
Incentive (ESPI) mechanism with the intent “to motivate the utilities to prioritize EE goals, while
protecting ratepayers through necessary cost containment mechanisms.” * In D.13-09-023, Ordering
Paragraphs (OP) 15 and 16, the Commission authorized an incentive award to be paid to the IOUs as a
management fee equal to 12% of authorized Codes and Standards (C&S) program expenditures and

2 San Diego Gas & Electric Company (SDG&E) and Southern California Gas Company (SCG) are affiliated subsidiaries of
SEMPRA Energy.

3 Public Utilities Code (PUC) Section 381 established a Public Goods Charge (PGC) that consumers pay on electricity
consumption for cost-effective energy efficiency, renewable technologies, and public interest research. PUC Section 900
established a natural gas surcharge to fund cost-effective energy efficiency and other public purpose programs.

4 D.14-10-046, OP 21

5 D.13-09-023, page 2
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3% of authorized non-resource (NR) program expenditures, respectively. Furthermore, in OP 17 of
D.13-09-023, it directed the Commission’s Utility Audit, Finance, and Compliance Branch (UAFCB)
to verify the C&S and NR program expenditures for the. purposes. of awarding these-management fees.

In conducting the annual EE program examinations pursuant to D.13-09-023, OP 17, the UAFCB’s
primary objective is to-ensure that the IOUs are in compliance with EE program rules and regulatlons
and to determine whether the EE expenditures claimed by the IOUs were for allowable purposes and
supported by appropriate docimentation, such as invoices, contracts and relevant records, and were
recorded and reported appropriately for the period under examination.

Specifically, UAFCB’s objectives for the examination on SCG’s EE program ate to determine
whether:

1. SCG’s costs recorded and reported for the period January 1, 2017 through December 31,2017
or program yeat (PY) 2017 were relevant to the EE program and subprograms, supported by
appropriate documentation, and in comphance with: (a) Commission’s guidelines, including,
but not limited to D.13-09-023, D.12-11-015, D.14-10-046, D.15-10-028, the rulings in R.01-
08-028, Energy Division’s memo dated October 22,2009, and any relevant subsequent
amendments; and (b) SCG's established internal policies and procedures.

2. Program design, structures, processes, implementation, cost and controls of SCG’s EE
programs were in compliance with: (ay Commission’s gu1de11nes including; but not limited to,
D.13-09-023, D.12-11-015, D.14-10-046, D.15-10-028, the rulings.in R.01-08-028, Energy
Division’s memo dated October 22, 2009, and any relevant subsequent amendments; and (b)
SCG’s established internal policies and procedures.

For PY2017 EE. fundmg Ievels, SCG filed Advice Letter (AL) 5023 oii September I, 2016 pursuant to
Commiission ditectives in D.14-10-046 and D.15-10-028. On November 8, 2016, SCG submitted AL
5023-A replacing 5023 in its entirety in order-to make minor updates and {ix clerical errors. On June
8,2017, the Commission’s Energy Division (ED) approved SCG’s AL 5023-A which, among other
things, authorized SCG a total EE portfolio budget of $83.7 million, including $3.3 million for the
Evaluation, Measurement-and Verification (EM&V) budget, in ratepayer funds to administer and
implement the EE programs for PY 2017,

SCOPE

UAFCB developed the scope of its examination based on consultation with the Commission’s ED,
UAFCB’s prior experience in examining SCG’s EE program, and Commission directives. The scope
of this exarmmination on PY 2017 is limited to the expenditures and activities of the following EE
program and subprogram areas:

Overall EE Program Cost Reconciliation

Codes and Standards (C&S) Program and Subprograms
Non-Resource (NR) Program and Subprograms.

Local Government Partnership (LGP) Program and Subprograms
5. Third Party (TP) Program and Subprograms
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Tn addition to examining the expenditures of the above selected EE programs and subprograms, we
also reviewed the monthly, quarterly claims, and annual EE reports submitted by SCG and uploaded
on the Commission’s California Energy Efficiency Statistics (E]:?Stats)6 and California Energy Data
anid Reporting System (CEDARS)7 websites, A follow-up review was also performed on its prior
recommendations in its PY 2016 EE audit ® to determine whether SCG has implemented the
appropriate corrective actions.

For this EE examination on PY 2017, UAFCR has divided the:examination into two separate reports.
The second examination report covering SCG’s Local Government Partnership (LGP) and Third Party
(TP) programs will be issued as a'supplemental to thisreport.

METHODCOLOGY

To address the examination objectives and assist the Commission in:its oversight over the EE.
_programs, the procedures performed include, but are not liniited to, the following:

e Obtained an understanding of the EE program by reviewing relevant laws, rules, regulations,
PUC codes, decisions, resolutions and advice [etters. '

e Obtained and reviewed SCG's a¢counting system, accoutiting policies, processes and
procedures for recording, tracking, and monitoring EE program costs.

s Assessed whether the SCG’s policies, procedures, and practices comply with the EE program
reqmreme_nts

e Evaluated the design; structure and purpose of each EE progtam and subprograim area included
in the scope of this examination to ensure compliance with Commission directives,

s Performed analysis of expenditure data to identify any anomalies or significant variances.

o Reviewed relevant reports filed with the-Commission to determine aceuracy of reported EE
program data and information and ensure compliance with applicable rules and program
requirements.

s From SCG’s accounting data, judgmentally selected expenditure transactions for review and
testing.

¢ Requested and reviewed supporting documentation such as purchase orders, detailed invoices,
contracts, receiving tepotts, tithesheets and addltlonal documentation as needed for the
expenditure transactions selected for testing.

e Reviewed relevant contracts to determine if'contract terms and provisions adequately supported
the objective and purpose of the EE program. '

¢ The.California Energy Efficiency Statistics (EEStats) website is a repository of utility-submitted reports to the
Commission.

7 The Catifornia Energy Data and Reporting System (CEDARS) website securely manages data associated with demand-
side management (DSM) programs, ensuring quality and improving communication between DSM Program Administrators
(PAs), the Commission, and the Public. _

8 UAFCB report entitled - “Energy Efficiency Audit, Southern California Gas Company, Program Year 2016,” issued on
August 3,2018.
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s Reviewed SCG’s accrial entries and verified the cutoff of expenditure transactions to
de_tem__line if proper expcnditur_e.amounts were recorded and reported in the proper accounting
period.

® Traced expenditures recorded in SCG’s acco_unting-record_s_ to supporting documentation and
determined whether costs were reasonable, allowable, verifiable, and relevant to the EE
program.

FINDINGS AND RECOMMENDATIONS

Finding 1: Lack of Compliance with Accrual Policy and Procedures Relating to its
EE Program Costs for PY 2017

Condition: _

SCG incorrectly recorded $85,087 in PY 2017 expenditures belonging to PY 2016, resulting in an
overstatement of Non-Resource (NR) program expenditures reported -.t_Q_the_Commissio_n in PY 2017.
A detailed description for this exception amount is included in Appendix B.

An overstatement of EE program experiditures has been a repeated finding in prior Commission
examinations including, but not limited to, PY’s 2013, 2014, 2015 and 2016.

Criteria:

PUC Sections 581, 582, and 584 require that the ufility provide timely, complete and accurate data to
the Commission. PUC Section 793 requires that accounts, records, and memoranda presctibed by the
Commission for a corporation subject to the regulatory authorlty shall not be inconsistent with the
systenis-and forms established for corporations by or under thie United States. The EE Policy Manual
(R.09-11-014), Version 5, dated July 2013, provides policy rules for the administration, oversight, and
‘évaluation of the EE program.

Cause:
SCG impropetly recorded and accrued expenses to PY 2017 due to the inconsistent application of its
own internal accrual policy and procedures.

Effect:

Failure to record expenditures in-the proper period and program year resulted in an overstatement of
EE program costs reported to the Commission by a total of $85,087 for PY 2017. Itis critical to
ensure that EE program costs are accurately recorded and reported since these programs are funded by
ratepayers. An overstatement of expenditures can lead to an overpayment in incentive awards to SCG.
Furthermore, an overstatement in expénditures may lead to higher than anticipated authorized budget
amounts in future years since SCG develops its future year EE budgets on prior year costs. This
practice can result in ‘over-collections in ratepayer funds that support the EE program.

Recommendations:
SCG should ensure compliance with Generally Accepted Accounting Principles (GAAP) and its own
internal accrual policy and procedures for the proper recording and reporfing of EE expenditures
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funded by ratepayers. SCG should reduce its NR program costs by a total amount of $85,087 for PY
2017.

Finding 2: Overstatement of the Efficiency Savings and Performance Incentive
(ESPI) Award Amount for PY 2017

Condition:

In D.13-09-023, the Commission authorized the IOUs a new Efficiency Savingsand Performance.
Incentive (ESPT) awards mechanism to promote achievement of EE goals. The ESPI mechanism offers
each IOU incentive awards in four petformance categories — Energy Efficiency Resource Savings, Ex-
Ante Review (EAR) Process Performance, Codes and Standards (C&S), and Non-Resource (NR)
programs.

In D.13-09-023, Orderinig Paragraph (OP) 15 and 16, the Commission authorized an incentive award to
be paid to the IOUs as a management fee equal to 12% of authorized Codes C&S program
expenditutes and 3% of authorized NR program expendltures not to exceed authorized expenditures.
and exclusive of administrative costs.® The decision also ordered verification of the C&S and NR
program expenditures for the purposes of awarding the management fees.!®

Based on our samples selected far testing of the C&S and NR prograrm expenditures, SCG overstated
its ESPI award for PY 2017. Based upon its recalcnlation, UAFCB has determined that the revised
ESPI base amount for calculating the NR program manageiment fee incentive award amount should be
adjusted to $9,471,256 for PY 2017. A detailed recalculation of SCG’s revised ESPI award amount.
for the NR program in PY 2017 is provided in the table bélow.

Table 1
NR ESPI Recalculation
Reported NR ESPI Rase $9',_5-2-8,-962
UAFCB’s Audit Exception {57.606)
Revised NR ESPI Base 0,471,256
NR Earnings Rate. 3%
Revised ESPI Award $_284.138

Criteria: _ _ _ _

Commission D.1 3-09_—.023 authorizes an incentive to be paid to each IOU as a management fee equal to
12% of authorized C&S program expenditures and 3% of authorized NR program expenditures, not to
exceéd authorized expenditures in each program year, and excluding admiinistrative expenditures.

Cause:

When SCG overstated its EE program costs as stated in Finding #1, it also overstated its incentive
award amount.for PY 2017.

9 The C&S and Non-Resource programs support energy savings but do riot. provide direct ¢nergy savings.
10 3.13-09-023, OP 17
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Effect:
SCG overstated their NR incentive award amounts filed in Advice Letter (AL) 5386. The proper
incentive award amount should be $284,138 for the NR program in PY 2017.

Furthérmore, it is critical to énsure that the savings claimed are accurate. The: overstatement of”
incentive award claims by the [OUs may lead to higher than anticipated authorized budgets in future
years that are funded by ratepayers since SCG develops its future year EE budgets on prior year costs.

Recommendation:

Since SCG has filed AL 5386 to.claim its: NR program incentive awards for PY 2017, the
Commission’s Energy Division (ED) should adjust SCG’s management fee incentive awards to
$284,138 for the NR program when SCG’s 2017 ex-post ESPI true-up AL is processed.

CONCLUSION

In conducting our examination, UAFCB obtained a reasonable understanding of SCG’s internal
controls, which were considered relevant and significant within the context of our examination
objectives. UAFCB does not provide any assurance on SCG’s internal control. Any significant
deficiencies or thaterial weaknesses in internal controls that were identified during the examination
were comnrunicated to SCG’s management and ideniified in this report.

SCG's managemient is responsible for the development of its policies and procedures to ensuré that its
EE program is-administered and implemented in accordance with Commission directives. The
Comimission is résponsible to ensure the ratepayers’ monies funding SCG’s EE program explicitly
support the EE goals and strategies and protect ratepayers’ funds dgainst improprieties and abuse.

UAFEB conducted this éxamination in accordance with Generally Acéepted Government Auditing
Standards (GAGAS). Those standards require that we plan and perform the examination to obtain
sufficient, appropriate evidence on the subject matter against criteria in order to draw a reasonable
basis for our findings and conclusions based on our examination objectives. UAFCB believes that the.
evidence obtained provides a reasonable basis for our findings and conclusions based on our limited
examination objectives.

Based on our sample tested, UAFCB determined that, except for the items noted in the Findings-and
Recommendations section, SCG has complied, in-all material respects, with the recording and
reporting requirements of the EE costs for the audit period of January 1, 2017:to December 31, 2017.

The report is intended solely-for the information and use of the Commission and SCG and is not
intended to be and should not be used by anyone other than these specified parties.

ﬁgie Alliams, Director S
Utitify Audit, Finance and Compliance Branch and

Enterprise Risk and Compliance Office
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Cce:  Ed Randoelph, Director, Energy Division
Simon Baker, Deputy Director, Energy Division
Manisha-Lakhanpal, Supervisor, Energy Division
Kevin Nakamuta, Supervisor, UAFCB
Jieli F eng, Auditor, UAFCB
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Appendices

APPENDIX A
Applicable Rules and Regulations
Houks Regulagion Reference Description
Types
Guidance providing the Commission the authority to
conduct audits consistent with Generally Accepted
Section 314 Government Auditing Standards (GAGAS), and to follow-
up on findings and recommendations.
Guidance mandating the Commission to allocate funds
spent on EE programs that enhance system reliability and
Section 381 provide in-state benefits including cost-effective EE and
conservation activities.
Public Utility Code :
Guidance providing the Commission the authority to
Section 581 require a utility to file complete and correct reports in
prescribed form and detail.
Guidance providing the Commission the authority to
Section 582 require a utility to timely provide applicable records.
Guidance providing the Commission the authority to
Section 584 require a utility to furnish reports to the Commission.
D.09-09-047 Adopting Efficiency Savings and Performance Incentive
Mechanism
D.12-11-015 Approving 2013-2014 EE Programs and Budgets
D.15-10-028 Establishing a “Rolling Portfolio” process for regularly
; reviewing and revising EE goals for 2016 and beyond.
Decisions & Establishing EE Savings Goals and Approving 2015 EE
Rulemaking D.14-10-046 Programs and Budgets (Concludes Phase I of R.13-11-
005).
Establishing a proceeding in which to fund the current
energy efficiency portfolios through 2015, implement
R. 13-11-005 5 s = g
energy efficiency "rolling portfolios", and address various
related policy.
, AL No. 5023-A & | Annual 2017 EE Budget Filing and Request of SCG for its
fdvice Lettors 5386 2016 and 2017 EE Saving Incentive
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APPENDIX B
Summary - PY 2017 Exam Adjustments

PrgiD Program Name Cftzpu:' Cost Category Total
Bory Admin. | Mktg. | Direct.Imp, _
3768 201314 3P CA Sustainability Alliance NR 5 901 $3356 $57,250  $58,507
3775 2013:14 CRM NR 26.580 _ 0 0 26580
Total NR Program $27,481 3356 $57,250  $85.087
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APPENDIX C
SCG Responses

Daniel J. Rendler
Birgctor
Customer Programs & Assistance

585 W, Fifth Stroet, GT19A5
Los Angeles. CA 20013101
Tel 213 244 3480
s D c il I G a S DRenoler@sempravnlitios. com
B
% Sempra Energy oty

July 1, 20109

Ms. Angie Williams

Califormia Public Utilities Comimission
Utihty Audit, Finance & Compliance Branch
188 Promenade Cirele, Suite 113
Sacramento, CA 93854

Re: SoCualGas Comments on Financial, Management, and Regulatory Compliance
Examination Report of Southern California Gas Company Energy Filiciency
Programs For the Period January 1, 2017 threough December 31, 2007

Pesr Ms, Williams.,

Southern California Gas Company (SoCalGash has reviewed the Drall Financial, Management,
and Regulatory Compliance Examination Report ol Southern California Gas Company Energs
Flticieney (EE) Programs For the Peried January 1. 20107 through December 31, 2817 (Repart)
prepared by the Thility Audit. Finanee and Compliance Branch (TTAFCE). SoCalGas hereby
provides the [oHowing comments,

UAFCR Finding 1
SoCalGas incorrectly recarded S16.953 in PY 2017 expenditures belonging 1o PY 2016, resulting in
an overstatement of C&S program expenditures reported o the Commission in PY 2017,

SeCalGas incorrectly recorded S153,6067 in 'Y 2017 expenditures belonging 1 PY 2016, resuliing in
an overstatement of NR program expenditures reported we the Commission in PY 20107

SoCalGas Response to Finding 1

SoCualGas bas conducted a review of the table presented in Appendix B and has found that the
report inapprapriately determines the overstatement of PY 2017 expenditures. Appendix B
identifies certain requested expenditure samples from a wotal of five programs as being
incorrectly recorded in PY 2017 due to improper recording and accruing of the expenditures.
Ihe following table provides SoCalGas™ commenls (o the respective programs in Appendix B
and an overview to additonal intonmation being provided as a part of these comments. as
applicable.

Energy Efficiency Examination, Program Year 2017
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SoCalras Comment

Program 11¥ { Program Name | Amound
SW &S
2= Applisnce : .
724 bP 95
T Standards $16.283
Advocaey |
2005-143PCA
3768 | Sustinability | $58.307
z Aldliange
i !
i
z
,_ |
0132012 3P ; .
3770 e ss1es
203 3-2034 S\W- ; o
37K : .. i g 23
0O T comeny | 816623
|
|
-. ]
%
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This {inding should be removed. SoCalGas did
recognize and accroe the Bability {or the work (o be
compleled by 2016 vear<end ind mvoiced on the
fallowing year based nn the informatian provided by

- Pacific Gas & Llectrie (PG&T) whie i3 the lead
s inveslor-owned aiitity OV on the co-funding
| contrait that's respensible for billing. Fhe attached

carrespondence demuonsirates SoCailias reached out

Do PGAE and was indormed thul the November

trvoive will be billed during Decenber 2016, and
ey the estimated December nvoice should he
aceried for the 2016 yoar-end close. Based on the
wfoimalion [rom PGEE, SoCalGas submitted the
year-esd averual excluding the Novearber 2016
mevaice and only iichuded e estimated Deceniber
20H 6 invaiee.

Altachmentis):
o do Confidential Respanse 1223
SaTulGas neknawlédzes that this should have been

acertied 1 2016 as i mel SoCalCins” nmanimum

[ acerual threshold of $10,0060, Addigonal mid-vear

accounting waining for 2018 his been Dnplenieited
e hetpihe stall record 1he year=end progrm
finameial diability,

Tl finding showld be removed. The December

- 2016 nvaice submiteed January 2017 for paynient in

D e ameunt ol $53.936.49 was accrued on Decianbur
- 2086 hased on vendor's eslimed December ivotee
“sghmified in the agownt $52,0006.48. Plaase see

- attached document for validation,

1. 2016 Accrusi Eémplar
2. ESP Monthly [nvoice-Dec 16ACCR
3. SAP Data Dunip - Acereat Tnfe

" This finding should e removed. The December

2016 fovoice submitted during 2087 by Southemn
Catilomia Lidison (SCL) for the paviient i (be
ainonnt of §16.623 was acecued oa December 26
g part of the 2086 year-eml acerual package i the
amount ol 42,101,485, AL the time of the 2016 veur-
end acerual, SCE provided the December 2016
amount w by |4.67 160 as fisted on the atrached
document as a December Hne tient. Please see
gitached dosuments listed below Tor vadidation,




request and backup. documents os estinated.
! ; fvotes for Trecembar 2018 (or 5W Com OF]
prografn.
120 2016 Dustanding Invoices - Conlaing estimated
; £314,467160 Leeomber nvaice submitted b
’ SCE as a line iteim to the wirl $42,616.48
: Acerual Cammunicarion - Communication from
; SCE unhe 2016 vesrend aeeryal,
SAP Data Dump Acerval - Vatidation ea
i Docember accrual pasted 10 SAP diring
- Decomber2006, ]
_ SoCalCas acknovs ledaes that this sheald have been
: - aierved W 2016 s (L mel SoCalGas™ minimum
HI3-2013 36,550 - aceruad theeshold of $10.000. Additienal rnd-year
CRM P © accownting traiaing for 2018 has heen implemented
-1 help vl s1af¥ reard the yesr-end program

{Tnanciai Hability,

LAy

UAFCB Vinding 2

SoCalCas evarsialed ils energy savings performanee incentive (ESPY award for PY 2017, Based
wpos its recalewlation, UATFCH has determined that the revised ESPT base amount for caleutating
the NR program masggenent e incentive award amount should be adjusied 10 39,403,933 for
PY 2017, For the C&S program, ihe roviscd ESPI base amount should be adjusted 10 $914.619
but no reduction (o the ESPLaward amount 1§ required since SCGs inedntive award cap amounl
is $91,293 for PY 2017 purswani w Qrdering Paragraph (OP) or £.13-00-23.

SoCalisas Response to Pmdm =

LAFCE s finding is based on l¥1u \.lb‘]laﬂ?p%[t‘ﬂ that BoCulGuas did not properls. acerue the
expenditeres under the SW C&S — Appliance Standards Advocaey (SCGIT24y, 20132014 3P
PACT (SCG3770, and 2013-2014 SW-COM CFI{SCGIT09) programs wentified in Appendix
B. However. ag shown it the above whle of SoCaiGas™ response 1o finding 1, SoCalCGas did not
averstute s PY 2017 expenditures. SoCalGas did recognize and acerue the ﬁmbi]m tor the wark
(o tn, wmpluud b*« a,fllf& \-.,arwnd er mvmt,u_l on {hc iuilumn; VEur ha.a d {m tha., mi ummtmn

prugraxm. ﬁtf}(.d|,f-..rd5.’~..il.(.-knli‘ﬁ-’slt,l..g{‘!& ﬂmt shm mpmeluuru m_mls- ot 558,_5_U,- and 826 ..,ﬁlj fmm
programs 201 3-14 32 CA Sustainability Aldance (SCG37681 and 2013-2012 CRM {8CGAT73),
respectively, should have béen accrued in 20i6.

Civen the naccwrate firding of certain expenditures in Finding 1, SoCalGas reguests the
foflowing:
£17 that the [nal audit report be revised W the adjust UAFCH™s audit exceplion for the (&8
PIOgrals {0 Zero. _ _
23 that the faal acdit teport be revised to adiust the UAFCE s audil exception e the NR
progrun mmugement ee (o $357,606, '
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I sou have any questions or reguire additional information regarding these comments. please do
not hesitate to contact me.

Sincerely,

4 /7 : )

/ 7 iy

‘..,.._, _-'_;.-H,';(; : - ‘SQ_/H-‘/( )}('\

Daniel J. Rendler

Director. Customer Programs and Assistance

'

Ce: L1 Jones
. Wu
F. Brooks
I, Gomnes
K. Nakamura
F.Ly
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APPENDIX D
Evaluation of Responses
SCG’s responses to the draft report dated June 17, 2019, have been reviewed and incorporated into our
final report. In evaluating SCG’s responses, we provide the following comments:

Finding #1: Lack of Compliance with Accrual Policy and Procedures Relating to
its EE Program Costs for PY 2017

After reviewing the additional documentation provided with it comments to the draft report, UAFCB
has determined that SCG appropriately recognized and accrned the expenditures forthe SW C&S —
Appliance Standards Advocacy (SCG3724), 2013-2014 3P PACE (SCG3770), and 2013-2014 SW-
COM CEI (SCG3709) subprograms. Therefore, UAFCB has since modified its findings.in this report.
However, in future audits, UAFCB recommends that SCG provide all documentation to support each
sample transaction selected for testing so that UAFCB can thoroughly review and validate the
appropriateness of the EE program cost amount.

Finding #2: Overstatement/Understatement of the Efficiency Savings and
Performance Incentive (ESPI) Award Amount for PY 2017

Based on its revisions to Finding #1, UAFCB has removed its audit exception for the C&S program
‘and have adjusted the NR program audit exception amount to $57,606 for PY 2017,
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