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Securities Certificate of PPL Electric Utilities


S-00071192
Corporation for the proposed issuance of senior

secured bonds, secured by a like amount of first
mortgage bonds, and/or senior unsecured notes,

not to exceed $300 million aggregate principal 

amount.

ORDER

BY THE COMMISSION:


On April 30, 2007, PPL Electric Utilities Corporation (PPL Electric or Company) filed, pursuant to Chapter 19 of the Pennsylvania Public Utility Code, 66 Pa. C.S. §§ 1901, et seq., the above-captioned securities certificate for the issuance of senior secured bonds, secured by a like amount of first mortgage bonds, and/or senior unsecured notes, not to exceed $300 million aggregate principal amount.  



A direct subsidiary of PPL Corporation, PPL Electric is engaged, among other things, in the distribution of electricity.  PPL Electric presently serves approximately 1.4 million customers in its service territory, which encompasses approximately 10,000 square miles in 29 counties in eastern and central Pennsylvania.  The Company was organized on June 4, 1920, under the laws of the Commonwealth of Pennsylvania to exist perpetually.



PPL Electric proposes to issue senior secured bonds under its Indenture dated as of August 1, 2001, and/or senior unsecured notes under a new Indenture.  The Company has previously issued approximately $1.4 billion of senior secured bonds under the 2001 Indenture, all of which were authorized by the Commission under prior Securities Certificates filed by the Company.  Under the 2001 Indenture, the new bonds will be secured by (1) an equal amount of first mortgage bonds issued under the Company’s Mortgage and Deed of Trust dated as of October 1, 1945, to Deutsche Bank Trust Company Americas (1945 Mortgage) and (2) a junior lien to the 1945 Mortgage on the Company’s transmission and distribution properties.  The existing senior secured bonds and first mortgage bonds securing them have been assigned an equivalent rating by the credit rating agencies.  The Company expects that the new bonds will be assigned an equivalent rating as well.  Maturity on the bonds is not expected to exceed 40 years.


The unsecured notes will be unsecured and will rank equal with the Company’s other unsecured and unsubordinated debt.  The Company expects the credit rating agencies to assign investment grade ratings to the unsecured notes that are one notch lower than the first mortgage and senior secured bonds.



PPL Electric is making a transition from the 1945 Mortgage to the 2001 Indenture as its primary secured debt indenture.  When no remaining first mortgage bonds held by investors are outstanding, the first mortgage bonds held by the 2001 Indenture trustee will be retired, the associated lien of the 1945 mortgage will be satisfied, and the lien of the 2001 Indenture will become a first lien on the Company’s transmission and distribution properties.  


PPL Electric states that conditions in the capital markets underscore the need to maintain maximum flexibility in selling securities.  As a result, the Company desires to be in a position to quickly respond to favorable market conditions based on the Company’s capital requirements, including for the refinancing of higher cost securities at a lower cost and security maturities.  The Company currently plans to issue the senior secured bonds or senior unsecured notes in one or more series from time to time prior to May 31, 2008.  The interest rates and other terms, such as call provisions, will be set in response to market conditions at the time of issuance.


PPL Electric states that the proceeds from the bond sale will be used for general corporate purposes, such as the retirement of debt, including $255 million of senior secured bonds that mature on August 15, 2007, and for the reduction of short-term debt which totaled $42 million as of December 31, 2006.  According to the Company, the proceeds will also provide a portion of the Company’s currently estimated capital requirements and, therefore, is necessary for the capital needs of the Company.  PPL Electric avers that the registration of this securities certificate will place the Company in a position to react in a timely fashion to attractive financing opportunities that may become available.  According to PPL Electric, any expenses in connection with issuing the senior secured bonds or unsecured notes will be paid from the general funds of the Company.


In order to limit the Company’s exposure to interest rate fluctuations in conjunction with the senior secured bonds or senior unsecured notes, the Company may enter into arrangements with one or more financial institutions that will provide interest rate protection in the form of the purchase or sale of interest rate liability management instruments, such as interest-rate swaps and/or interest-rate caps.

We have examined PPL Electric’s instant securities certificate and have determined that the proposed issuance of senior secured bonds, secured by a like amount of first mortgage bonds, and/or senior unsecured notes in an aggregate principal amount not to exceed $300 million 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 filed by PPL Electric Utilities Corporation for the issuance of senior secured bonds, secured by a like amount of first mortgage bonds, and/or senior unsecured notes in an aggregate principal amount not to exceed $300 million is hereby registered.



2.  That within 60 days of the issuance of the securities pursuant to the instant registration, PPL Electric Utilities Corporation file with this Commission notice of such issuance, together with a summary of the interest rate, maturity and call provisions of the securities issued.  
3.  That upon filing of the notice mentioned in Ordering Paragraph No. 2, above, the case be marked closed.






BY THE COMMISSION,






James J. McNulty






Secretary

(SEAL)

ORDER ADOPTED:  May 30, 2007 

ORDER ENTERED:  May 30, 2007
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