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ORDER

BY THE COMMISSION:


On March 18, 2009, 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.  PECO voluntarily extended the statutory consideration period to May 1, 2009.  Filed concurrently with the instant filing were securities certificates docketed at S‑2009‑2096834, S‑2009‑2096836 and S‑2009‑2096838 for the issuance of up to $3 billion principal amount of first and refunding mortgage bonds, collateralized notes and unsecured debt, respectively.  The aggregate amount of funds that could be raised by PECO under Docket Nos. S‑2009‑2096834, S‑2009‑2096836, S‑2009‑2096838 and S‑2009‑2096839 is limited to $3 billion, plus that amount of mortgage bonds issued as collateral for the collateralized notes.

PECO is a public utility incorporated under the laws of the Commonwealth of Pennsylvania on October 31, 1929.  PECO provides electric delivery and natural gas service to customers in the City of Philadelphia and the surrounding Philadelphia area.  PECO’s ultimate parent is Exelon Corporation.

PECO is filing this securities certificate and three related securities certificates docketed at S‑2009‑2096834, S‑2009‑2096836 and S‑2009‑2096838 to issue up to an aggregate amount of $3 billion of long-term debt over the course of the next three years commencing with Commission Orders registering the instant securities certificates.  The four securities certificates currently filed by PECO will replace four substantially similar securities certificates registered by Orders entered May 19, 2006, at Docket Nos. S‑00061115, S‑00061117, S‑00061118 and S‑00061119 (2006 Securities Certificates).  The Commission registered the 2006 Securities Certificates authorizing the issuance of up to $3 billion aggregate principal through the combination of mortgage bonds, unsecured debt, collateralized notes, subordinate debentures or preferred securities for a period of three years.  Therefore, the authority to issue debt under the 2006 Securities Certificates expires on May 19, 2009.  

To date, PECO has issued $1.675 billion in debt and has entered into long-term credit facilities with an aggregate of $600 million of long-term bank commitments, which leaves $725 million available under the 2006 Securities Certificates.  PECO further states that it will not use any of the authority remaining under the 2006 Securities Certificates 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‑2009‑2096834, S‑2009‑2096836 and S‑2009‑2096838.
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.  
PECO estimates that the subordinated debt, to be issued on or prior to April 30, 2012, will have maturity dates of not greater than 60 years from the issuance date and the yield on subordinate debt will be between 4% and 8%.  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 five years.  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. 
PECO plans to use any proceeds from the instant filing for repaying maturing long-term or short-term debt, funding the capital program, make contributions to pension plans, opportunistic refunding of debt, renewing, replacing or expanding its credit facilities and for other working capital purposes.  Specifically, PECO projects capital spending in the range of up to $400 to $500 million per year, and will be required to refinance a $250 million first mortgage bond maturing November 1, 2011.
Review of PECO’s current registration request showed that support was provided for an aggregate amount of $2.5 billion.  Adequate support for the remainder of the requested registration, including itemization of capital expenditures, working capital needs, particularly in funding of pensions and OPEB; and the role equity financing will play was not provided.  The $2.5 billion approved here provides ample coverage based on the supporting information provided by PECO along with a substantial margin.  When compared to the 2006 registration, the $2.5 billion which will be registered here not only equals the amount actually used by PECO from the 2006 registration, but also provides an additional $225 million.  

PECO has requested that the securities certificates be registered through April 30, 2012.  However, two transactions listed in support of the request actually mature later in 2012.  Accordingly, the Commission will order that the securities certificates be registered through December 31, 2012.   

Consequently, we find that PECO has not provided us with sufficient evidence to allow us to find that the full $3 billion of issuance is “necessary or proper for the present and probable capital needs of the utility,” as the statute charges us with finding. 66 Pa. C.S. §1903(a).  Therefore, we have examined PECO’s instant securities certificate and have determined that the proposed issuance of up to $2.5 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 in part and rejected in part; 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 for an amount not to exceed $2.5 billion.



2.  That the securities certificate of PECO Energy Corporation for the issuance of securities in amounts exceeding $2.5 billion is hereby rejected, without prejudice pursuant to the discussion in the body of the Order.



3.  That within 60 days of the issuance of the securities pursuant to the instant registration, PECO Energy 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.


4.  That the aggregate principal amount from issuances made pursuant to the instant securities certificate plus those realized pursuant to PECO Energy Company’s securities certificates docketed at S‑2009‑2096834, S‑2009‑2096836 and S‑2009‑2096838 shall not exceed $2.5 billion.


5.  That the authority granted by this Order replaces any authority remaining pursuant to PECO Energy Company’s securities certificate docketed at S‑0061117.




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


7.  That upon completion of all issuances pursuant to the Order and submission of the final filing under Ordering Paragraph No. 3, above, this case be marked closed.









BY THE COMMISSION,
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James J. McNulty







Secretary

 (SEAL)

ORDER ADOPTED:  April 30, 2009
ORDER ENTERED:  May 1, 2009
PAGE  
6
[image: image2.emf]

