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91238 JAN 15..198(3' Decision No. -------
~ORE 1n, PUBLIC UTILI~n;s COMMISSION OF TEE STATE OF C.ALIFORNIA 
~) 

Application o~ SAN DIEGO GAS,' &,1 ELECTRIC COMP.A:NY -1;0 execute ' 
and deliver credit agreements" , 
encu:mberi:c.g.:ruel inventories. 

I, 

OPINION 
-.-------~ 

, Al:>p:'ica:tion No.,-5925?" " 
(Filed November 6,., 1979) 

San Diego Gas & Electric Company (SDG&E) seeks' autllori ty, 

pursuant to Sections 82~(c) and 851 o~ the ~blic Utilities Code, 
(a) to renew and increase its authorization to issue evidences or, 
indebtedness in an aggregate :prin~pal 8lIlount at a:tJ.Y one time 
outstanding or J:ot exceeding $150.,000,000 and (b) to lease its, 
fuel oil storage facilities ~or the purpose or establiShing a 

field ~-a:rehouse. Notice of the filing of the ap?lication app~ared • 
on the Commission's Daily Calendar o~ November ?., 1979. 

SDG&E is a California corporation engaged principally 
in the business or providing electric service ill portions or 
Imperial and Orange Co'CD.ties and electric., gas and steam service 

s 

in portiOns o~ San Diego Cotmty. l'or the twelve months- ended 
September ;0., 1979., SDG&E reports operatillg revenues or $701.,805,000 
and. :net income o~ $6:?.,252.,OOO~ 

I:c. Decision lio. 84202, dated March- 18, 19?5, in 
Application No. 55500, SDG&E was authorized to issue- evidences of 

:ind.ebtedness in the aggregate principal amO'CD.t not exceediDg 

160,000,000 at a;oy one time outstandillg and: to, secure this 
1ndebted.ness by encamberiJlg aJ.l of its .ta.el oil pm-eha.ses., .. .. 
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. In this Application, SDG&.E seeks (a) to. exte:c-d the , 

.~ ~. 

term and. increase the amolmt of its borro'W:iJlg in ordeX"'to· 
r1nance 1"uel oil purchases and (b) to enter into credit agreements 
and associated doeumentati~n with any ~~nk or banks tor batikers' 
acceptance rina:c.cing. The utility anticipates it ~-ill be necessary 
to. borrow from time-to-tilne on a short-tem basis, prior to 
December 31, 1985, up to Sl50.,.ooo"ooo. 

Pursuant to a credit agreement, substantiaJ.ly in the 
same fom as that attached. to. the application as Exhibit E" the 
utility proposes (a) to- borrow and reborrow from various banks, 
until October 31, 1980, not exceed:i.ng. S15O,000,000 aggregate 
principal amoUllt at a:J:y o.ne time outstanding aDd (b) to- seek an 

extension or its credit agreements until December 31, 1985. 
SDG&E states in its application that the ability tonego.tiate 
terms with various b8llks should result in a lower cost o.'!' money 
on short-term indebtedness than would be the case i1" the utility 
'Were limited to. dealing with a sillgle bank. 

Pursuant to. a lease, a copy of which is· attached to 
the application as Exhibit E, SI>G&E- proposes to. lease to 
Law.t:'ence Systems, Inc. its existiJ:lg fuel storage ta:aks ror an 
rumual nom;"Oal rental 01" $1 in order to establish, a 1"ield " 
warehouse, whereby, warehouse receipts can be issued to, support 
the utilization o.r eligible ba:ckers t acceptances at: a lo.wer cost. 
to. the utility. SDG&E states the field: warehouse wj.ll be used 
exclusively tor its benefit and it retains all of the: o.bligatioxis 
o~ maintenance that it presently has. 
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ta"'':'e:lce Syste:ls~ be. is a warehousing company whose 
principal business is the :l3!lagi::.g of collateral on the premises' 

of cOI:p~ie$ i:l support of ba:ak lo3!ls. Lawrence Systems .. be. 

".-ill serve as a bonded ".-a...-ehousi:lg age!lt, will cheek the!uel 

inve~to::-y and. ce::-tify this inventory to the baDks doing business 

.... -ith SDG&E. SDG&E esti:cates that in 1980, it .... 'ill p.ay La".-=erice 
Systems~ !:c. 574 .. 000 to: its services. 

S~G&E states that acceptance f~ancings a.-e-o! basically 
two tnes: (1) eligiblebanke::-s' aecepta:lces a:ld (2) t'inance 

bills .. bills of exchange or "ineligible" .acceptances. A:l eligible 
'bankerst acceptance is one which is e1igible for disCOu:l.ti:o.g 

with the ?ederal Reserve which results i:l.' th~ ,,3llk beingexe:npt .. 
fro::. reserve l"equire::lents whicll in tu.~ results in lowe:::- cost. 
Eligibility is c.ete:r:uined by thetra::lsaction !ina:lced and its 
te:lor. Specifically .. ~o: the 103.:1. to qualify or be "eligi'ble" 
for Federal Rese:-ve System lo~s~ it :nust meet the :t0110wing. 

criteria: (1) there must be ~ underly~g transaction evidenced 
by a co:o:t:-:act (international tr3!lsactions)' or' a title:doCU:1e:c.t 

~' .' 

($\len as a wa...-ehoc.se receipt) isSUed. by a third party (domestic 
transactio:lS); (2) goods cove:-ed \U1der the, accepta:o.ce must 'be 
=eadily marketable ~d :ust ~ove ~to the normal Channel o£ 
t::ade; (,) the tot~ accept3!lce time :lust :not exceed. six months 
and (4)· the p::oceee.s o!' -:he' tI'a:lSactioll tlust 1iquida.te the 

accepta:lce at :mat'u::'i'ty., 
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SDG&:E. i:adicates. ,that. --the .. essence 01' the field 
~hoU$ing transaction is not to lease the tacilitiei:t~ others 
tor their exclusive use~ but to lease the:l tor a nominal value 
tor the purpose 01' establisb5Dg a rield ~~housear.range~ent 
which in tu...-.-.n creates neligible" ba:ckers' acceptances_ The 

use or these eligible baDkers' acceptances as a financing method 
reduces the 1'i:o.ancing cost to the comp.a.ny. 

On November Z7 .. 1979 .. the coat to SDG&E of au ineligible 
acceptance was 15.6SO...6 .. while au eligible acceptance would have 
been approx:iJnate1y 1}.75%. In 1980, Applicant expects. to have an 

average 01' approximately $74,000,000 outstanding in acceptance 
:financing. Based on the above pricing, interest expez:.se would 
be reduced some $1.4 million through implementation or the field 
warehousing facility :resulting i:o. "eligible" acceptances. 

SDG&S indicates that the field warehousir.g, transaction 
and the leasing 01' the 1'uel oil 1'acili ties incidental' the~to 
would not require the reclassification or transfer 01' theracilities 
to Account 10:;., Electric Plallt Leased 'to Others, for the 1'01 1 o"t.ug 
reasons: (1) the Company and the ratepayers continue to. receive 

the bene!i ts or these !acili ties as though the Compaoy still ow:o.ed 
them; (~) havillg 8. nom; Ds.l :rental ree or $1 tox-property ltd th a 
book value o~ approximately $32.7 million clearly ~~dieates that 
the lease arrangement is merely ~or the purpose or establishing 
a ~ield warehouse to establiSh "eligible" bankers' acceptances; 
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(3) the lease transaction and resulting eligible b~er$' acceptances 
:result in a lower interest rate OIl baIlkers,' acceptanc~·.:: whieh a. t"~-n 
lowers the cost to the ratepayer through a,~~o'W'er authorized rate or 
return; and (4) the lease es:c. be terminated 'at one year intervals., 
a!ter giving 90 days' notice, wi tho'llt :pe:c.al t::!. or cost to· the CompaDy. 

Purswimt to- the rom. o! the proposed credit agreement, 
attached to the application as Ey.hibit D, the borrowings by SDG&E 
would be evidenced by: (1) a revolving credit note and rene~~s 
thereof in the principal amount 0'£ $2,000,000, such revol ving credit 
note allowing the utility to borrow the disco'Cllt (cost or- financing 
the acceptance) payable on issue date; (2) dra.1"ts in the .torm o! bills 
of exchange or "ineligible" acceptances; and (~) eligible bankers' 
acceptances. Advances and repay,ments under the revolving ereeit 
note would be entered on the reverse side thereof, and interest would 
be payable monthly at a rate per 8%lllttm 0'£ l20"~ or the b8l:k's prime . 
rate. SDG&.E states that t~e revolving credit note has ::lot been useci' 
in the past and that it is not expected to be used in the .future. For 
either eligible or ineligible acceptances, SDG&E proposes to pay to 
the batik ~or acceptance or the drafts, a commission at a rate to be 

negotiated from tilne-to-tilne, and an amount equal to the C'tlrre:lt 

market disco'Q%l.t rate per SIm'WU '£0;::: baDkers t accepta:c.ces- Proceeds 
1"rom the borrow::i..ngs would be used. ~or the purehase or !'uel oil and 
expenses incid.ent thereto., and the evidences o;f illdebted:o.ess would 
be secured by warehouse receipts. 

. " 
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~e Application indicates that·the~puxposeo~ entering ... , ., 

i:.C.to the proposed transaction is to deter p~ent for i:r'tlel oil 
...:. ,.~ : 

p~ehases to the tilne that "the fuel oil is actual:"y consumed :a:c.d. 
that, based on current money:ma.rket conditions, this is a chea~r 
method by -which to finance this activity. 

The Revenue Requirements Division ot the COmmission's 
sta!~ has reviewed the Application and has concluded the utility's 
requests are' reasonable and should be granted. However, the 
Division reserves the right to turther consider the reasonableness 
0'£ the: expenditures involved and' the. rate base treatment :in:t:uture 
rate proceedings. 

Findings of Fact 

1.. SDG&E is a California corporation operating under 'the 
juriSdiction o:!this Commission. 

2. The proposed evidences of indebtedness would be ~or 
proper purposes. 

:? The proposed leasing arrangement is £or a proper purpose 
and is not adverse to the public interest. 

4. ~e proposed Credit Agreement, -would not be adverse to 
the public interest.:; 

5. ~e proposed leasiDg arrangement will not arfect the 
current rate-making treatment of the fuel storage £aci1ities. 

6. The money, property or labor to be procured or paid for 
by the evidences of indebtedness herein authorized is reasonably 
required tor the purposes specified herein and such purposes,. except 
as otherwise authorized.. are not,. :i.n whole' or :in part, reasonably 
chargeable to operating expenses or to income. 
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___ Conclusions 0'£ Law 
... .... -'!: 1. A public hearing is not necessar,y. 
R ' 2. !rhe application should be granted to the extent set 

1"orth ill the order which t'ollows. 

t.'· 

The authority granted herein is :tor the purpose 01" this 

proceeding only and is not to be eonstrued as :indicative' of amounts 
to be allowed in proceedi:c.gs for the detemination or just and' 
reasonable· rates. 

o R D E.R 
--~-

IT IS ORDERED that: 

1. Sall Diego Gas & Electri,c CompSllY" on or arter-the 
errective date hereof and on or be1"ore Dece:nber ;1 .. 1985 .. for the 
purposes set :rorth in this prccedu:re 'and in accordance with its 
proposed Credit .Agreem.ent and related' extension doewnents., in 

subtantially the same tom as that attached to- the application as 

Exhibit D .. may issue evidences or indebtedness in a:o. aggregate 
principal amount at 8DY one time outstanding 01" not exceeding 
S15O .. ooo.,000 to. ~ bank or banks. . 

2. San Diego Gas. & Electric CompatI.Y may enter ~ exercise ~d 
deliver credit agreements and associated documents with any bank 
or banks-as proposed in this application. 

:;. San. Diego. Gas & Electric CompaDy may enter into a lease .. 
suostautia.lly in the ::rOnD. or Exhibit E attaebed to· the application., 
tel' the pu:rpose 0.1" establishing a field warehouse without this 
transactio.n af'teeting the rate treatment acco.rded to. the fuel 
sterage., taeili ties at this time.: 

-7-
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_ 4. On or be1"ore the tenth day 01" each month~ San D:t~ Gas"&- ~ .. ~". , - -
~eetrie' Comp~ shall tile with this Commission a ~ar.r tor the 
~ , . 

p~eedi.Dg month showing borro .... 'iJ:lgs made, borrowings repaid' and 
outstand:iJlg balanees. These s111nmaries shall be in lieu of reports 
required 1lllder General Order No. 24-:8. 

5. This order shall become e~1"ective when San Diego Gas & 
Electric Compa:o.y has paid. the tee prescribed by . Sect ion 1904(b) 

01" the Public Utilities. Code, which tee is $5l~OOO. 

Dated __ '4A~N.;..' ·.:;,l,.:,S""""'..uSa .... r'\_· __ , at, San haJ'lcisco, Cali1"ornia~' 


