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MEMORANDUM 
 

CHANGES IN ELIGIBILE CREDITS 
 
In the month of February, there were three changes to the Treasurer’s approved list of 
issuers.  
 
The following was removed from the approved lists:  
 

1. BMW US Capital LLC 
2. BASF SE 

 
The following was added to the approved lists: 
 
 1. Chevron Corp. 
       
Please refer to the attached TIC memos for further information.  
 
The following table summarizes the remaining SIV holdings that have had, or are being 
considered for further rating actions. 
 
  

Extended Fund Security Maturity  Market  % of ST Ratings, LT 
  Type Date Value Fund Ratings 

WhistleJacket Capital LLC MTN N/A 32,572,634 1.36% NR/NP, NR/B2 
WhistleJacket Capital LLC MTN N/A 19,628,295   .82% NR/NP, NR/B2 

   
      

52,200,929  2.18%  
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To:   Treasury Investment Committee 
From:  Fahad Haider 
Date:   February 18, 2009 
 
Subject:      Recommend removing: 
   BMW US Capital LLC 
   From: A/A2  A-1/P-1 
   To: A/A2*-  A-1/P-1*- 
 
Exposure:  County/Schools/JWA/X-Fund: None   
  
Summary:  
 
Moody’s Investors Service placed BMW’s long and short-term ratings under 
review to A2*- and P-1*- for possible downgrade after the company saw 
decline in its automotive markets.  
 
BMW’s automotive segment volumes dropped 4.3% while the revenue from 
the segment was down 9.4% indicating deterioration in the price/product 
mix. Residual value of used cars coming of lease has dropped significantly 
as well. 
 
Moody’s will continue to focus on the time horizon and potential impact of 
the deterioration on the company’s financial strength. It expects to conclude 
the review in short time period.  
 
BMW will announce its fiscal 2008 earnings on March 18th, 2009.    
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B A S F  S E  
Date:   02/26/2009 
Analyst:  Fahad Haider 
Industry:            Basic Material - Chemicals (1.1) 
Credit Ratings: A+/A1/AA-      A-1/P-1/F1+     
 
Subject: Remove BASF SE from eligibility list and sell outstanding 

securities in the County, Schools and JWA portfolio 
 
 
 On December 31st, 2008 BASF was presented and approved at the Treasury 
Investment Committee. It was our understanding that the U.S. commercial paper program 
under the ticker BASGR and issued under the name BASF SE is eligible under the 
Investment Policy Statement (IPS). However that is not the case. Although it is a U.S. 
commercial paper program it does not meet the criteria of authorized investments under 
Section VI.3 of the IPS. BASF is not incorporated in the United States. 
  
 We owned $62.550 million of BASF’s commercial paper in the three money-market 
accounts (County, Schools and JWA) which we sold today. As of February 26th neither the 
County, Schools nor JWA portfolios contain BASF commercial paper. 
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C H E V R O N  C O R P .  
Date:   02/25/2009 
Analyst:  Fahad Haider, Assistant Investment Officer 
   Anh Tran, Investment Analyst Intern 
Industry:            Energy- Oil & Gas Services (6.4) 
Credit Ratings: AA/Aa1/AA     A-1+/P-1/F1+     
TIC Score:   T4 
 
Recommendation: Add Chevron to the Eligibility List 
   (Chevron Funding -CVXFUN and Chevron Corp. - CVXCP) 
 
Business Description 
 
Chevron is the among the largest integrated energy companies with upstream business 
accounting for almost 80%, downstream for 18.7% and chemicals for about 2% of net income. 
The company obtained about a third of its production in 2007 from the US region, with 10% 
each from California & the Gulf of Mexico, and two third from its international operations, with 
33.3% from Asia- Pacific, 20% from Africa.  
 
The company owns and has stakes in about 25,000 gas stations around the world operating under 
Chevron, Texaco and Caltex brands.  

Chevron's Total Production by Regions

United 
States, 
33.23%

Africa, 
20.04%

Asia-Pacific, 
24.81%

Indonesia, 
8.48%

Other, 
13.43%

 
Upstream business: 

• Major producing areas include Angola, Australia, Azerbaijan, Bangladesh, Denmark, 
Indonesia, Kazakhstan, Nigeria, the Partitioned Neutral Zone between Kuwait and Saudi 
Arabia, Thailand, the United Kingdom, the United States and Venezuela.  

• Major exploration areas include western Africa, Australia, Brazil, Canada, the 
Norwegian Barents Sea, the international waters between Trinidad and Tobago and 
Venezuela, the U.K. and the U.S. Gulf of Mexico. 

• Natural Gas bases include Australia, western Africa, Bangladesh, Indonesia, 
Kazakhstan, Latin America, North America and Thailand and the United Kingdom. 
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Commercial Paper Programs: 
Chevron has two commercial paper programs: Chevron Funding and Chevron Corp. The current 
outstanding between both programs is $8.32 billion. The breakdown is $2.497 in Chevron 
Funding and $5.823 billion in Chevron Corp.  
 
Our Opinion: 

 
Leadership Position: 

1. The upstream activities account for nearly 80% of net income, which benefit from lock-
up contracts and reserves (11.2 billion barrels of oil or equivalents proven reserves as of 
Dec 07 vs. 62 billion boe estimated in total reserves). 

2. Chevron has a rich inventory of 40 drilling projects and each is estimated as a $1 billion 
plus project. The company ranked number one on resource replacement through 
explorations from 2002-2007 with 146% replacement during 2008.  

 
Liquidity: 

1. Almost all of Chevron’s maturities within a year are from its commercial paper program.  
2. As of December 2008, Chevron has $9.5 billion of cash & marketable securities versus 

$8.9 billion of total debt. Total debt is 9.3% of total debt plus equity. 
3. Chevron’s funds from operations (FFO) to adjusted debt was 160% (September 08), 

suggesting the company’s solid financial status.  
 
Challenges:  

1. In 2006, a change in the joint venture agreement with Venezuela cost the company about 
90,000 barrels per day. International production has been falling since then but the 
company is trying to mitigate the risk by further diversifying its portfolio. 

Chevron Daily Net-oil Production (in Millions boe) 
        
Year 2008 % change 2007 % change 2006 % change 2005
International 1.860 -0.85% 1.876 -1.47% 1.904 6.37% 1.79
US 0.671 -9.72% 0.743 -2.62% 0.763 4.95% 0.727
Total 2.531 -3.37% 2.619 -1.80% 2.667 5.96% 2.517

 
2. Chevron has lower profit refinery margin than its competitors.  
3. Possible negative events recently brought up concern about litigation. The total number 

of cases filed against Chevron in 2008 jumped to 4192 from 175 cases in 2007, 98% of 
which are the asbestos type.  

• Several U.S. locations include Gulf Oil Corp in Port Arthur (TX), Philadelphia, 
Louisiana. 

• The plaintiffs claim Chevron knew the products could cause asbestosis and 
asbestos-related cancers, but still allowed their employees to work near the 
products, according to the lawsuit. They claim Chevron acted with malice and 
failed to timely and adequately warn workers of the dangers of asbestos. 

• Other companies that are in and outside of the industry also face similar file suits, 
but Chevron received a relatively high number of cases. 

4. Sales growth has been slowing down during 2006-2007 but picked up in 2008 due to 
higher crude oil price. 
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Other Comments: 

1. Chevron’s capital expenditure for 2009 was announced to be $22.8 billion, unchanged 
from 2008. Of which 75% of the spending program will be for the upstream oil & gas 
exploration and production projects worldwide (a total of $17.5 billion: $13.9 bil. for 
international, $3.6 bil. for the US) when about 20%, or about $4.3billion is for the 
downstream business. 

2. As of the end of the 3Q 2008, among 13 major refineries 6 are in North America, 5 in 
Asia Pacific, 1 in UK and 1 in Africa. 

3. Results for the last quarter of 2008 were affected by the current depressed prices and 
weak demand. 

a.  The upstream earning was down 35% when earning in chemical fell 60% 
compared to the same period last year.  

b. The company reported a 90.2% increase in refining and marketing profits from 
year-ago levels, an unusual gain in a quarter when many refiners were squeezed 
by falling demand for their products. Chevron's crude purchasing strategy allows 
its refineries to benefit especially from falling prices. This advantage could be lost 
in 2009 if prices hold steady or begin to rise. 

c.  The company reported net income of $4.9 billion, slightly higher than the one last 
year, with aid from one-time gain of about $600 million for an upstream asset-
exchange transaction, while foreign-currency effects added another $478 million. 

Debt to EBITDA

0.00

0.40

0.80

2003 2004 2005 2006 2007

CHEVRON CORP INDUSTRY AVERAGE

 

CFO to Total Debt

0.00

0.50

1.00

1.50

2.00

2.50

3.00

3.50

4.00

2003 2004 2005 2006 2007
CHEVRON CORP INDUSTRY AVERAGE

 
Profit Margin
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