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ORDER
BY THE COMMISSION:

On April 1, 2008, PPL Electric Utilities Corporation (PPL Electric) filed for registration pursuant to Chapter 19 of the Public Utility Code, 66 Pa. C.S. §§ 1901, et seq., the above-docketed securities certificate.  PPL Electric intends to enter into one or more credit agreements in an aggregate amount of $300 million (Credit Facility) with one or more banks or other financial institutions (Banks).  Borrowings under the Credit Facility would be evidenced by the issuance of secured or unsecured promissory notes or other indebtedness (Notes).  PPL Electric voluntarily extended the statutory consideration period to May 2, 2008.
PPL Electric is a jurisdictional electric distribution utility serving approximately 1.4 million customers located in eastern and central Pennsylvania.  PPL Electric is a direct subsidiary of PPL Corporation, which owns approximately 99% of the voting stock of PPL Electric.
PPL Electric proposes to issue the new debt in one or more series, with final maturities of up to five years from the date of issuance with the ability on each anniversary of the execution of the Credit Facility to extend the scheduled term for an additional year, subject to receiving approval of 51% of the applicable lenders.  The interest rates will be market-based rates, which could be based upon the prime interest rate, the federal funds rate, the London Interbank Offered rate or other market rate.  Other terms, including call provisions, will also be set in response to market conditions at the time of issuance.
PPL Electric states that the purpose of the borrowings would be for general working capital and other general corporate purposes, including backup liquidity for commercial paper and direct borrowing capacity when the commercial paper markets may be unavailable or unfavorable.  Additionally, PPL Electric expects to have the ability under the Credit Facility to cause the Banks to issue letters of credit.  These letters of credit could then be used by PPL Electric to satisfy collateral requirements under its energy or other contracts in lieu of depositing cash or other collateral with its counterparties.
PPL Electric further explains that the company typically uses commercial paper to finance short-term cash requirements that are in excess of its internally generated funds.  The company uses commercial paper to finance these short-term cash requirements because rates for commercial paper are generally more favorable than bank loans.  However, due to the current volatile and illiquid credit markets, financing through the commercial paper market has become unpredictable, i.e., expensive or unavailable.  Therefore, PPL Electric states that the Credit Facility will provide flexibility in financing short-term cash needs whenever the commercial paper markets are unfavorable or unavailable.  The terms of the Credit Facility will also provide PPL Electric greater flexibility during periods when market conditions are unfavorable for sale of long-term securities, such as First Mortgage Bonds and Senior Secured Bonds.
As of December 31, 2007, PPL Electric’s long-term debt (excluding transition bonds) to total capitalization ratio (debt ratio) was 46%.  A pro forma calculation of the new bonds increases the debt ratio by approximately 5% to 51%.  The resulting capital structure would be considered appropriate for a regulated electric distribution company.

PPL Electric’s long-term debt is currently rated A- (Good) by Standard and Poor’s. S&P also notes that PPL Electric has been ring-fenced from the rest of the PPL corporate group and PPL Electric’s creditworthiness is based on a company that is bankruptcy remote from its parent company PPL Corporation (PPL).  The ring-fencing allows for a two-notch differential between PPL Electric and PPL.  PPL is currently rated BBB by S&P.

Compliance checks found that PPL Electric is current with its Annual, Quarterly Earnings and Security Planning and Readiness Reports, and there are no outstanding Commission fines or assessments.
We have examined PPL Electric’s instant securities certificate and have determined that the proposed issuance appears to be necessary or proper for the present and probable future capital needs of the utility and as a result the securities certificate should be registered; THEREFORE,



IT IS ORDERED:


That the securities certificate of PPL Electric Utilities Corporation for the issuance of notes in an aggregate principal amount not to exceed $300 million is hereby registered, and the case marked closed.


BY THE COMMISSION,

James J. McNulty


Secretary
(SEAL)

ORDER ADOPTED:  May 1, 2008
ORDER ENTERED:  May 1, 2008
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