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ORDER
BY THE COMMISSION:

On November 26, 2008, Duquesne Light Company (Duquesne or Applicant) filed for registration pursuant to Chapter 19 of the Public Utility Code, 66 Pa. C.S. §§ 1901, et seq., the above-docketed securities certificate for the issuance of first mortgage bonds under Duquesne’s existing indenture in an aggregate principal amount not to exceed $300 million.  The Applicant voluntarily extended the statutory consideration period to January 23, 2009.  
Duquesne is a jurisdictional utility providing electric distribution and transmission services to approximately 587,000 customers in the city of Pittsburgh and the surrounding communities in Allegheny and Butler counties.  Duquesne is a wholly owned subsidiary of Duquesne Light Holdings, Inc. (DLH).  DLH is an energy services holding company formed to serve as the holding company for Duquesne Light and to engage in other unregulated energy and energy-related businesses.  DLH is also the parent company of another jurisdictional utility, DQE Communications Network Services LLC.  DQE Communications Network Services LLC is certified throughout the Commonwealth to provide telecommunications services as a competitive access provider.
Duquesne is requesting a securities certificate that would permit the issuance of first mortgage bonds, with notes and other evidence of secured indebtedness related to those first mortgage bonds under an Indenture of Mortgage and Deed of Trust (Indenture) dated as of April 1, 1992, as supplemented, from Duquesne to the J. P. Morgan Chase Bank, N.A. as successor trustee.  The Indenture represents a first mortgage lien on substantially all of Duquesne’s utility assets.  
The first mortgage bonds may be issued through an underwriter or dealer by private placement, in one or more series or tranches, with the specific terms, including interest rates, maturities and call provisions to be determined at the time of sale.  In its filing, Duquesne has offered to provide a summary of the terms and conditions of the bonds issued under this securities certificate after the issuance and sale of each series or tranche.  A copy of an Offering Memorandum will also be provided to the Commission when available.
Duquesne expects to issue these securities from time to time in the future starting as early as January 2009.  The Applicant is requesting that Commission registration of these securities not be conditioned by a date certain and that the authorization to issue the proposed securities remain in place until fully utilized by Duquesne.  The reasons Duquesne request this flexibility is: (1) the current volatility in the debt markets and (2) the need to fund its construction program through mid‑2012.
Duquesne states in its filing that it expects to issue $300 million in total new debt.  The Applicant also notes that the company anticipates issuing up to $150 million of first mortgage bonds along with remarketing $150 million of existing pollution control revenue refunding bonds that were previously outstanding, but were repurchased and are currently being held by the Applicant.  However, Duquesne is requesting that it have the flexibility to be able to issue up to $300 million of first mortgage bonds should market conditions favor the issuance of the first mortgage bonds instead of the pollution control revenue refunding bonds
.
In conjunction with the issuance of the first mortgage bonds, Duquesne may also enter into interest rate protection arrangements to limit the company’s exposure to interest rate risk.  These arrangements may include interest-rate swaps and/or interest-rate caps.
Duquesne states that it has embarked on an extensive construction program to upgrade its electric distribution facilities in order to: (1) maintain reliable and safe electric service (2) address reliability problems (3) reduce congestion and (4) replace aging and/or obsolete equipment.  The Applicant further explains that the construction program is a continuation of its transmission enhancement plan, and its regional transmission expansion plan, which is a transmission plan reviewed and approved by the Applicant’s regional transmission organization PJM Interconnection, LLC (PJM).  
As of September 30, 2008, Duquesne’s capital structure consisted of 22% long-term debt, 7% preferred stock and 71% equity.  Duquesne’s pro forma capital structure after the addition of $300 million new debt would consist of 35% long-term debt, 6% preferred stock and 59% equity.  The resulting capital structure is consistent with the terms and conditions in the Settlement Agreement approved by the Commission at A‑110150F0035, Public Meeting of April 24, 2007.  Duquesne’s and DLH’s long-term debt is currently rated BBB- (Adequate) by Standard and Poor’s.  
Duquesne’s filing requests that the issuance of the First Mortgage Bonds not be conditioned by a date certain even though the Applicant states the funding of its expanded construction program would be required through mid-2012.  We believe it would be prudent not to grant our authority for an indefinite period of time, but limit Duquesne to a time period that matches the construction programs currently being undertaken.  Therefore, we will grant the authority under this securities certificate until December 31, 2012.
Duquesne has requested a securities certificate for the issuance of First Mortgage Bonds not to exceed a principal amount of $300 million.  However, the Applicant also states that a portion of the $300 million of its long-term financing needs may be accomplished through the remarketing of existing pollution control revenue refunding bonds.  In registering this securities certificate, the Commission will limit the total new debt issued by Duquesne to $300 million.  That is, the amount of the new first mortgage bond debt will be contingent upon the amount of pollution control revenue refunding bonds issued through Duquesne’s remarketing program.
Compliance checks found that Duquesne is current with its quarterly, annual and Security Planning and Readiness reports, and there are no outstanding Commission fines or assessments.
We have examined Duquesne’s 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:


1.  That the securities certificate of Duquesne Light Company for the issuance of debt 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, Duquesne Light Company file notice with the Commission of such issuance together with a summary of the interest rate, maturity and call provisions of the securities issued.



3.  That within 60 days of the remarketing of existing pollution control revenue refunding bonds, Duquesne Light Company file notice with the Commission of such remarketed amounts.



4.  That the sum of the principal amount of the debt securities issued as First Mortgage Bonds and as remarketed existing pollution control revenue refunding bonds, shall not exceed $300 million.  Duquesne Light Company shall notify the Commission when total debt, First Mortgage Bonds plus remarketed existing pollution control revenue refunding bonds, totals $300 million.


5.  That the period of time for the issuance of debt securities is granted will end on December 31, 2012.


6.  That upon completion of all issuances pursuant to the Order and submission of the final filing under Ordering Paragraph No. 2, above, this case be marked closed.

BY THE COMMISSION,

James J. McNulty


Secretary
(SEAL)

ORDER ADOPTED:  January 15, 2009
ORDER ENTERED:  January 15, 2009
� Duquesne notes that the pollution control revenue refunding bonds are previously issued and need no further Commission approval to be remarketed.
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