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Securities Certificate of PPL Electric 



S-2008-2060876
Utilities Corporation for the issuance of 

up to $90 million aggregate principal 

amount of company debt obligations.
      

ORDER

BY THE COMMISSION:


On September 2, 2008, PPL Electric Utilities Corporation (PPL Electric) filed the above-captioned securities certificate for registration pursuant to Chapter 19 of the Public Utility Code, 66 Pa. C.S. §§ 1901, et seq. 



PPL Electric, located at Two North Ninth Street, Allentown, PA 18101-1179, is a corporation that was organized on June 4, 1920 under the laws of the Commonwealth of Pennsylvania.  PPL Electric is engaged, inter alia, in the distribution of electricity, and presently serves approximately 1.3 million customers in eastern and central Pennsylvania.  PPL Electric is a direct subsidiary of PPL Corporation.



PPL Electric proposes to issue up to $90 million aggregate principal amount of company debt obligations to support a like principal amount of pollution control bonds to be issued by the Pennsylvania Economic Development Financing Authority (the Authority).
  


In 2003, the Lehigh County Industrial Development Authority issued $90 million principal amount of its industrial revenue bonds (the 2003 Bonds), supported by a series of PPL Electric’s senior secured bonds and first mortgage bonds, and applied the proceeds of the 2003 Bonds to refund a prior series of its industrial revenue bonds.  A summary of the 2003 Bonds is as follows:

	Principal
	
	
	
	

	Amount
	Maturity
	Interest
	
	

	($‑Millions)
	     Date     
	   Rate   
	
	

	
	
	
	
	

	$90.0
	November 1, 2008
	3.125 %
	
	



The Authority is expected to issue one or more series of its pollution control bonds aggregating $90 million principal amount (the New Authority Bonds) and the proceeds will be applied to repay the maturing principal of the 2003 Bonds on or about November 1, 2008.  The obligation of the Authority under the New Authority Bonds will be payable from payments made on the company debt obligations, which will have an interest rate corresponding to the interest rate on the New Authority Bonds, and from certain other moneys held for such purposes.


Via the instant securities certificate, the New Authority Bonds will be issued under a Trust Indenture in one or more series.  The proceeds from the sale of the New Authority Bonds will be loaned to PPL Electric by the Authority pursuant to a Loan Agreement, and used to repay the maturing principal of the 2003 Bonds.  
None of the purchasers of the bonds will be an affiliated interest of PPL Electric within the meaning of Section 2101 of the Pennsylvania Public Utility Code, and the purchasers will be managed by one or more investment banking firms to be selected by PPL Electric.   

The interest rate applicable to the New Authority Bonds will be determined in light of market conditions at the time of sale of those bonds.  It is currently anticipated that the interest rate for each series of the New Authority Bonds, and, therefore, the company debt obligations, will be a fixed rate which will remain constant through the term of that series.
  Date of maturity and callability provisions will also be determined at the time of sale.  PPL Electric currently expects the New Authority Bonds to have a term of not more than 20 years, and a non-callable period of 10 years.  
The credit rating for the New Authority Bonds is expected to be the same as the credit rating for PPL Electric’s senior secured long-term debt, which is currently rated “A-” by Standard & Poor’s and A3 by Moody’s.  Through the use of letters of credit and/or a liquidity facility program, however, it may be possible for PPL Electric to achieve an “AAA” rating and therefore a lower interest cost.
  

Having examined the instant filing, we have determined that PPL Electric’s proposed issuance of up to $90 million aggregate principal amount of company debt obligations is necessary or proper for the present and probable future capital needs of the utility; THEREFORE,

IT IS ORDERED:
1.  That the securities certificate of PPL Electric Utilities Corporation for the issuance of up to $90 million aggregate principal amount of company debt obligations is herby registered.

2.  That PPL Electric Utilities Corporation shall file a copy of the Loan Agreement between PPL Electric Utilities Corporation and the Pennsylvania Economic Development Financing Authority, with assignment thereof to the trustee, upon completion of the Loan Agreement.
3.  That within 60 days of the issuance of securities pursuant to the instant registration, PPL Electric Utilities Corporation shall file notice with the Commission of such issuance together with a summary of the interest rate, maturity and the call provisions of the securities issued.  
4.  That upon receipt of documents required by Ordering Paragraph Nos. 2 and 3, above, this case shall be marked closed.





BY THE COMMISSION






James J. McNulty







Secretary

(SEAL)

ORDER ADOPTED:  September 25, 2008

ORDER ENTERED:   September 25, 2008
� Or, if determined to be preferable by PPL Electric, another lawful governmental authority.


� For purposes of its internal calculations, PPL Electric assumed an average interest rate of approximately 6.0%.  


� At the time the New Authority Bonds are offered to the public, PPL Electric will determine whether a lower effective cost of financing can be achieved through the use of such a program, considering the lower interest rate resulting from the “AAA” rating against the cost of putting such a credit and liquidity program in place.
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