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PUBLIC UTILITIES COMMISSION
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Transmitted via e-mail
November 10, 2021

Mt. David Poster, Director
Energy Efficiency Programs
Pacific Gas & Electric Company
245 Market Street, RM. 646

San Francisco, CA 94105

Dear Mzt. Poster:

Final Report Transmittal Letter—Audit of Pacific Gas & Electric Company’s Energy
Efficiency Program for the period of January 1, 2020, through December 31, 2020

The Utility Audits Branch (UAB) of the California Public Utilities Commission (CPUC) has
completed its audit of Pacific Gas & Electric Company’s (PG&E) total unspent and
uncommitted funds reported for the Energy Efficiency program for the period of

January 1, 2020, through December 31, 2020, or Program Year 2020. The final audit report
is enclosed.

Our audit disclosed no findings requiring a response and we are issuing the report as final.
We will post the final audit report on our website at Audit Reports by Industry (ca.gov).

We appreciate PG&E’s assistance and cooperation during the engagement. If you have any
questions regarding this report, please contact Nichelle Jackson, Program and Project
Supervisor, at (916) 503-6096.

Sincerely,

o 7Y 4
. »’A(,//f //////////)

Angie Williams, Director
Utlity Audits, Risk and Compliance Division

cc: See the next page
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Mr. David Poster, Director
Energy Efficiency Programs
Pacific Gas & Electric Company
November 10, 2021
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Analysis, PG&E

Rachel Peterson, Executive Director, CPUC

Saul Gomez, Deputy Executive Director, Office of the Commission, CPUC
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EXECUTIVE SUMMARY

The Utility Audits Branch (UAB) of the California Public Utilities Commission (CPUC) conducted a
performance audit of the Energy Efficiency (EE) Program’s total unspent and uncommitted funds,
reported by Pacific Gas & Electric Company (PG&E) for the audit period of January 1, 2020, through
December 31, 2020, or Program Year (PY) 2020.

Our audit objective was to determine whether PG&E’s total amount of unspent and uncommitted EE
funds from PY 2020 was reported accurately, supported by appropriate source documents, and in
compliance with applicable Public Utilities (PU) Code sections, the CPUC Energy Efficiency Policy
Manual, supplemental guidance, CPUC decisions, resolutions, orders, rulemakings, directives, advice
letters, and PG&E’s policies and procedures.

Based on the procedures performed, samples tested, and evidence gathered, we determined that
PG&E’s amount of unspent and uncommitted EE funds totaling $22,334,487 was computed accurately
based on expenditures, accrued interest, and other data reported in its 2020 Energy Efficiency Annual
Report (Annual Report), its Energy Efficiency balancing account, and advice letters, supported by
appropriate source documents, and in compliance with applicable PU Code sections, the CPUC Energy
Efficiency Policy Manual, supplemental guidance, CPUC decisions, resolutions, orders, rulemakings,
directives, advice letters, and PG&ZE’s policies and procedures. PG&E computed its unspent and
uncommitted EE Funds for PY 2020 as quantified in the Summary Schedule of Audit Results section
of this audit report.
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AUDIT REPORT

Background

Energy Efficiency Program

EE programs are established to help California be more energy efficient and significantly reduce
California’s greenhouse gas emissions. The primary purpose of the EE programs is to develop
programs and measures to meet energy savings goals and transform technology markets within
California. The programs span a variety of sectors encompassing residential homes and commercial
buildings, large and small appliances, lighting and heating, ventilation, air conditioning, industrial
manufacturers, and agriculture. The CPUC authorizes set budgets to the EE programs annually, which
are funded by a small portion of electricity and gas rates included in ratepayer bills. EE programs
utilize 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, and marketing.

The EE program is principally administered and implemented by the four major Investor-Owned
Utilities IOUs) in California. The four major IOUs in California are PG&E, Southern California
Edison Company (SCE), San Diego Gas & Electric Company (SDG&E), and Southern California Gas
Company (SoCalGas).!

School Enertgy Efficiency Stimulus Program

Assembly Bill (AB) 841 (Statutes 2020, Chapter 372), signed into law on September 30, 2020,
established the School Energy Efficiency Stimulus Program (Stimulus Program). The Stimulus
Program consists of the School Reopening Ventilation and Energy Efficiency Verification and Repair
(SRVEVR) and School Noncompliant Plumbing Fixture and Appliance (SNPFA) programs, aimed
generally at improving ventilation and replacing old or inefficient plumbing fixtures to safely prepare
schools for operating during the COVID-19 pandemic.

AB 8417 establishes a number of requirements for the CPUC regarding the development and
administration of the SRVEVR and SNPFA program budgets, including the funding and transfer of
funds from the IOUs to the California Energy Commission as follows:

e Any carryover amount from unspent and uncommitted energy efficiency funds for program
years 2020, 2021 or 2022 to the following year’s budget.

e Any allocated funds that remain unspent by the end of each program year may be carried over
and contributed to the next year’s budget for the Stimulus Program until the end of program
year 2023.

As noted in Decision 21-01-004, PG&E initially estimated its total unspent and uncommitted funds at
$10,000,000. PG&E subsequently finalized its expenditures upon submission of its 2020 Annual
Report via the California Energy Data and Reporting System (CEDARS) in May 2021 and its
calculation of unspent and uncommitted funds during this audit. PG&E computed an updated amount

1 San Diego Gas & Electric (SDG&E) and Southern California Gas (SoCalGas) are affiliated subsidiaries of SEMPRA
Energy.

2 AB 841 applies to electrical corporations with 250,000 or more customer accounts within the state, and gas corporations
with 400,000 or more customer accounts within the state.
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of $22,334,487 in EE unspent and uncommitted funds for PY 2020 based on expenditures, accrued
interest, and other data reported in its Annual Report, its Energy Efficiency balancing account, and
advice letters.

Audit Authority

The UAB conducted this audit under the general authority outlined in the PU Code sections 314.5,
314.6, 581, 582, and 584. Furthermore, pursuant to Decision 21-001-04, Ordering Paragraph 3, the
CPUC authorized the UAB to conduct an audit of PG&E, SDG&E, SCE, and SoCalGas’s unspent and
uncommitted funds from PY 2020.

Objective and Scope

Our audit objective was to determine whether PG&E’s total amount of unspent and uncommitted EE
funds from PY 2020 was reported accurately, supported by appropriate source documents, and in
compliance with applicable PU Code sections, the CPUC Energy Efficiency Policy Manual,
supplemental guidance, CPUC decisions, resolutions, orders, rulemakings, directives, advice letters, and
PG&E’s policies and procedures.

The scope of our audit was limited to determining the EE program total unspent and uncommitted
funds reported by PG&E for the audit period January 1, 2020, through December 31, 2020, or
PY 2020.

Methodology

In planning our audit, we gained an understanding of the EE program, respective sub-programs,
PG&E’s operations, and identified relevant criteria, by reviewing applicable PU Code sections, the
CPUC Energy Efficiency Policy Manual, supplemental guidance, CPUC decisions, resolutions, orders,
rulemakings, directives, advice letters, PG&E’s policies and procedures, and interviewing PG&E’s
personnel.

We conducted a risk assessment, including evaluating whether PG&E’s key internal controls relevant to
our audit objective were properly designed, implemented, and operating effectively. Our assessment
included conducting interviews, observing processes, or performing walkthroughs, and testing
transactions. Any deficiencies in internal control that were identified during our audit and determined
to be significant within the context of our audit objective are included in this report.

Additionally, we assessed the reliability of the data extracted from PG&E’s accounting system. Our
assessment included examining extracted reports, tracing data between differing report formats to
verify completeness, and tracing report data to source documents. We determined the data to be
sufficiently reliable to address the audit objective.

Based on the results of our planning, we developed specific methods for gathering evidence to obtain
reasonable assurance to address the audit objective. In order to determine total unspent and
uncommitted funds, our audit procedures covered EE program expenditures and accrued interest. To
achieve our audit objective, we:

e Reviewed PG&E’s accounting system, accounting policies, and processes and procedures for
recording, tracking, and monitoring EE program expenditures.
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Reviewed and reconciled expenditure totals by sub-program recorded in PG&E’s accounting
system to the balances reported in PG&E’s Annual Report, Table 3: 2020 Expenditure for
accuracy and completeness.

Assessed significance by performing an analysis of expenditure data and evaluating program
requirements.

Reviewed the results of prior audits and verified whether corrective actions were implemented.

Obtained an understanding of PG&E’s key internal controls relevant to the EE program, such
as tracking, recording, approving, and monitoring EE program expenditures, and assessed the

design, implementation, and operating effectiveness of selected controls that are significant to

the audit objective by:

o interviewing key personnel and administering an internal control questionnaire;

o reviewing PG&E’s policies and procedures, and assessing their implementation pertaining
to accounting, recording, and reporting EE expenditures;

o performing walkthroughs of selected transactions;

o tracing selected transactions to source documents.
Conducted a risk assessment to determine the nature, timing, and extent of substantive testing.

Performed expenditure transaction testing by judgmentally selecting a non-statistical sample of
transactions for the following category:

Expenditures - We tested $19,724,290 of $173,315,111.

For the selected samples, errors found, if any, were not projected to the intended (total)
population.

For the selected samples, traced expenditures recorded in PG&E’s accounting records to
supporting documentation and determined whether expenditures were accurate, relevant to the
EE program, supported by appropriate source documents, and incurred in compliance with
applicable CPUC directives, orders, rules, regulations, and PG&E’s policies and procedures by:

o Tracing expenditures to invoices to ensure the expenditure (1) was incurred and/or paid
within PY 2020, (2) agreed to the invoice amount, and (3) was calculated correctly.

o Verifying expenditures were supported by appropriate source documents, such as detailed
invoices, agreements/ contracts, etc., to confirm the expenditure was allowable.

o Confirming payment was made for the expenditure and the amount agreed to the invoice.

Traced interest accrued balances to supporting documentation and determined whether interest
was accurate by verifying the total interest amount for the electric and gas balancing accounts to
the interest amount reported for PY 2020.
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e C(alculated total unspent and uncommitted EE funds using audited data.

We did not audit PG&E’s financial statements. We limited our audit scope to planning and performing
audit procedures necessary to obtain reasonable assurance that PG&E reported, incurred, and
supported its EE program unspent and uncommitted funds, based on its expenditures, commitments,
and accrued interest, in accordance with applicable criteria. We considered PG&E’s key internal
controls only to the extent necessary to plan the audit and achieve our audit objective.

We conducted this performance audit in accordance with generally accepted government auditing
standards. Those standards require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions based on our audit objective.
We believe that the evidence obtained provides a reasonable basis for our findings and conclusions
based on our audit objective.

Conclusion

Based on the procedures performed, samples tested, and evidence gathered, we determined that
PG&E’s amount of unspent and uncommitted EE funds totaling $22,334,487 was computed accurately
based on expenditures, accrued interest, and other data reported in its Annual Report, its Energy
Efficiency balancing account, and advice letters, supported by appropriate source documents, and in
compliance with applicable PU Code sections, the CPUC Energy Efficiency Policy Manual,
supplemental guidance, CPUC decisions, resolutions, orders, rulemakings, directives, advice letters, and
PG&E’s policies and procedures. PG&E computed its unspent and uncommitted EE Funds for PY
2020 as quantified in the Summary Schedule of Audit Results section of this audit report.

Follow-up on Prior Audit Findings

Our prior Energy Efficiency audit report for PY 2018, covering the period of January 1, 2018, through
December 31, 2018, issued on July 29, 2020, disclosed no findings.

Views of Responsible Officials

We discussed the audit results with PG&E representatives at an exit conference on October 25, 2021.
At the exit conference, we stated that the final report will include the views of responsible officials.
Because there were no audit findings requiring a response, we are issuing the report as final.

Restricted Use

This audit report is intended solely for the information and use of PG&E and the CPUC,; it is not
intended to be and should not be used by anyone other than these specified parties. This restriction is
not intended to limit distribution of this audit report, which is a matter of public record and will be
available on the CPUC website at Audit Reports by Industry (ca.gov).
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Angie Williams, Director
Utility Audits, Risk and Compliance Division
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SUMMARY SCHEDULE OF AUDIT RESULTS

Summary of PG&E’s PY 2020 EE Unspent and Uncommitted Funds

Audit
Cost Category Reported Audited Adjustment

PY2020 Budget' $238,677,203 $238,677,203 $ -
Expenditures® (173,315,111) (173,315,111) -
On Bill Financing (OBF)3 (28,500,000) (28,500,000) -
Evaluation, M

Va~ uatlc.)n, easurement, & (10,448,476) (10,448,476) .
Vetification (EM&V)*
Benefit Burdens Collected® (2,607,771) (2,607,771) -
Other Committed Funds® (2,396,704) (2,396,704) -
Bal.ancmg Account (BA) 925,346 925,346 i
Adjustments’
Total Unspent & .
Uncommitted Funds $ 22,334,487 $ 22,334,487 $ -

1 Per the CPUC’s Energy Division (ED) approval of the budgeted amount in the non-standard disposition,
dated December 20, 2019 of $237,738,257 and Advice Letter (AL) 4136-G-A/5627-E-A dated November 15,
2019, Table 6: 2020 EM&V Budget - CPUC's portion of Regional Energy Networks (REN)/Community
Choice Aggregators (CCA) EM&V of $938.946.

2 2020 PG&E Annual Report, Section 3 Expenditures, Table 3, dated May 3, 2021.

3 Annual Report, Section 3 Expenditures, Table 3, dated May 3, 2021. OBF is PG&E'’s EE Finandng Program
designed to help customers finance the up-front cost of EE projects and was outside the scope of this audit.

4 The CPUC’s ED has management and contracting responsibilities for all EM&V impact-related studies that are
deducted from the alalation of unspent and uncommitted funds. This amount is derived from the PG&E's
EM&V budgeted amount of $9,509,530 and the CPUC pottion of REN/CCAs EM&V of $938,946.
Additionally, EM&YV was outside the scope of this audit.

5 Employee benefits costs approved in Dedsion 20-12-005, reduced the approved Annual Budget AL amount by
$2,607.771.

6 Other ommitted funds indude: Redwood City Energy Authority's EE Program Plan approved in Resolution
E-5050 of $1.896.704 and OBF Pilots Funding authorized in AL 3904-G/5175-E of $500,000.

7 Adjustments indude [1] the difference between the $6,425.326 PG&E dhatged to the Statewide Codes &
Standards Program and PG&E's contribution of ($6,129.489) per the co-funding agreement; [2] BA interest
derived from the Procurement EEBA - Electricand the Public Purpose Program EEBA - Gas of $599,875; [3]
OBF loan defaults totaling $29,823; and [4] a rounding error of ($189).

8 Per Dedsion 21-01-004, Table 1: Estimated Stimulus Program Funding for 2021, PG&E initially estimated its
PY 2020 unspent and uncommitted funds to be $10,000,000. PG&E subsequently reported an updated
amount of $22,334.487, as audited.
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