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ORDER

BY THE COMMISSION:


On December 17, 2004, PPL Electric Utilities Corporation (PPL Electric) filed pursuant to Chapter 19 of the Pennsylvania Public Utility Code, 66 Pa. C.S. §§1901, et seq., the above-captioned securities certificate related to the proposed public issuance of industrial revenue bonds in the principal amount not to exceed $233.225 million by the Lehigh County Industrial Development Authority (LCIDA).  PPL Electric voluntarily extended the consideration period to February 3, 2005.  No notice or service was required, and no protests or comments have been received.

Through three separate issuances in 1994 and 1995, the LCIDA issued $223.75 million principal amount of its industrial revenue bonds, supported by corresponding series of PPL Electric's First Mortgage Bonds, and applied the proceeds of such bonds (Existing LCIDA Bonds) to refund an aggregate of four prior series of its industrial revenue bonds.  In 1997, the Indiana County Industrial Development Authority (ICIDA) issued $9.475 million principal amount of its industrial revenue bonds on behalf of PPL Electric (Existing ICIDA Bonds), were supported by a pollution control note issued to it by PPL Electric.  The Existing LCIDA Bonds and the Existing ICIDA Bonds, collectively (Existing Authority Bonds), were originally issued to provide financing for pollution control and solid waste disposal facilities.


If PPL Electric determines that the refinancings are economically beneficial, the LCIDA would issue one or more series of its industrial revenue bonds aggregating no more than $233.225 million principal amount (New Authority Bonds).  The proceeds from the sale of the New Authority Bonds will be loaned to PPL Electric by the LCIDA pursuant to one or more loan or similar agreements and PPL Electric may issue to the LCIDA one or more promissory notes to evidence its obligation to repay such loan.  PPL Electric’s debt obligations will be in an aggregate principal amount equal to the aggregate principal amount of the New Authority Bonds and will provide for payments of interest and principal corresponding to the interest, maturity and any sinking fund requirements of the New Authority Bonds.

Under applicable Federal income tax laws and regulations, the principal amount of New Authority Bonds that can be issued is limited to $233.225 million, the outstanding principal amount of the Existing Authority Bonds.  The proceeds of the New Authority Bonds must be used to retire the Existing Authority Bonds.

Interest on industrial revenue bonds is exempt from Federal and Pennsylvania income taxes and, therefore, the rate is lower than a taxable corporate mortgage bond of the same quality and maturity.  At the present time, the interest rate for 20-year tax‑exempt bonds would be expected to be approximately 60 basis points, or approximately, 0.60% lower than a taxable bond of comparable quality and maturity.
Having reviewed this securities certificate of PPL Electric, we have determined that the execution of a loan agreement in support of tax-exempt bonds is 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:

1.  That the securities certificate of PPL Electric Utilities Corporation for the issuance of certain debt obligations to support the issuance of a like amount of industrial revenue bonds in an aggregate principal amount not to exceed $233.225 million is hereby registered.
2.  That within 60 days of the issuance of the Lehigh County Industrial Development Authority bonds to the public, PPL Electric Utilities Corporation file with this Commission a copy of the executed Loan Agreement together with a summary of the interest rate and repayment terms.
3.  That upon completion of the filing mentioned in Ordering Paragraph No. 2, the case be marked closed.






BY THE COMMISSION,







James J. McNulty







Secretary

(SEAL)

ORDER ADOPTED:  February 3, 2005
ORDER ENTERED:  February 3, 2005
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