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ORDER

BY THE COMMISSION:


On April 20, 2006, PECO Energy Company (PECO) filed for registration pursuant to Chapter 19 of the Pennsylvania Public Utility Code, 66 Pa. C.S. §§ 1901, et seq., the above-docketed Securities Certificate for the issuance of up to $3 billion principal amount of subordinated debentures.  Filed concurrently with the instant filing were Securities Certificates docketed at S-00061115, S-00061118 and S-00061119 for the issuance of up to $3 billion principal amount of collateralized notes, unsecured debt and first and refunding mortgage bonds, respectively.  The aggregate amount of funds raised by PECO under S-00061115, S-00061117, S-00061118 and S-00061119 is limited to $3 billion, plus that amount of mortgage bonds issued as collateral for the collateralized notes.



PECO proposes to issue the subordinated debentures either directly to investors, or to a special purpose subsidiary for the purpose of issuing trust preferred securities.  PECO has two special-purpose subsidiaries, PECO Energy Capital, L.P. and PECO Energy Capital Trust IV (the partnership), that have been used previously for the issuance of monthly income preferred securities, two series of which are outstanding.  If PECO issues the subordinated debentures for the purpose of issuing trust preferred securities, PECO plans to have one of the partnerships, or a newly formed entity, issue preferred securities to a trust created by PECO.  The sole purpose of the trust will be to offer to public investors trust receipts, and to use the proceeds of such issuance to purchase the preferred securities from the partnership.  The partnership will loan the proceeds from the issuance of the preferred securities to PECO.  PECO will evidence the loan by issuing up to $3 billion subordinated debentures.  PECO may also be required to issue debentures to evidence a capital contribution to the partnership, but in no instance will the total issuance exceed $3 billion.  

The subordinated debt, to be issued on or prior to May 19, 2009, will have maturity dates of not greater than 60 years from the issuance date.  The type of debt, the definitive size and method of each sale or issuance, the dates of issuance and maturities and other terms will be determined at the time of each sale or issuance.  If PECO issues the subordinated debentures for the purpose of issuing trust preferred securities, the interest payments and principal payment dates on the subordinated debentures will be at least equal to the distribution payments to be made on the preferred securities.  Also, PECO would have the right to extend the interest payment period on the subordinated debentures for a period up to sixty consecutive months.  If payments of principal or interest are not made on the subordinated debentures, distributions on the preferred securities and trust receipts will also be deferred.  The subordinated debentures issued for purpose of issuing trust preferred securities will be redeemable prior to maturity at the option of PECO after an initial no-call period, or may be redeemed if the advantages for income tax deductibility disappear.  The preferred securities and trust receipts are subject to mandatory redemption, in whole or in part, upon repayment of the subordinated debentures. 


By Orders entered April 17, 2003, at S-00030944, S-00030945, 

S-00030946 and S-00030947, we registered similar Securities Certificates authorizing the issuance of up to $1 billion aggregate principal of up to three series of debt and up to $300 million of preferred securities.  By Order entered July 8, 2004, we registered a Securities Certificate authorizing issuance of up to $1 billion in unsecured notes.  Of those amounts, PECO has issued $525 million in debt, $500 million of long-term bank commitments and $100 million of trust preferred securities, which leaves $1.175 billion available under the 2003 and 2004 Certificates.


PECO avers in its instant filing that it wishes to increase its financing capacity to $3 billion to give the utility the flexibility to respond quickly to opportunities in the capital markets.  PECO plans to use any proceeds from the instant filing for opportunistic refunding of debt, repaying maturing debt, funding the capital program (including its construction program), renewing, replacing or expanding its credit facilities and for other working capital purposes.  PECO further states that it will not use any of the authority remaining under the 2003 Securities Certificate for future issuance of subordinated debentures, but will instead act pursuant to the terms of the instant Certificate and Order, together with those docketed at S-00061115, S-00061118 and 

S-00061119.  

We have examined PECO’s instant Securities Certificate and have determined that the proposed issuance of up to $3 billion principal amount of subordinated debentures either directly to investors, or to a special purpose subsidiary of PECO Energy Company for the purpose of issuing trust preferred securities, 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:


1.  That the Securities Certificate filed by PECO Energy Company for the issuance of up to $3 billion principal amount of subordinated debentures either directly to investors, or to a special purpose subsidiary of PECO Energy Company for the purpose of issuing trust preferred securities is hereby registered.



2.  That the gross proceeds raised from issuances made pursuant to the instant Securities Certificate plus those realized pursuant to the utility’s Securities Certificates docketed at S-00061115, S-00061118 and S-00061119 not exceed in the aggregate $3 billion.



3.  That the authority granted by this Order replaces any authority remaining pursuant to the utility’s Securities Certificate docketed at S-00030944.











BY THE COMMISSION,







James J. McNulty







Secretary

 (SEAL)

ORDER ADOPTED:  May 19, 2006

ORDER ENTERED:  May 19, 2006
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