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Public Meeting held August 18, 2010


Commissioners Present:


     James H. Cawley, Chairman
     Tyrone J. Christy, Vice Chairman
     John F. Coleman, Jr.
     Wayne E. Gardner
     Robert F. Powelson
    


Securities Certificate of PPL Electric Utilities			S-2010-2183912
Corporation in respect of certain bank loans
evidenced by unsecured promissory notes
issued or other obligations incurred pursuant 
to one or more credit facilities in an aggregate
amount not in excess of $300 million to be
outstanding at any one time.	      


ORDER

BY THE COMMISSION:

		On June 25, 2010, PPL Electric Utilities Corporation (PPL Electric or the Company) filed the above-captioned securities certificate for registration pursuant to Chapter 19 of the Public Utility Code, 66 Pa. C.S. §§ 1901, et seq.  On July 8, 2010, PPL Electric agreed to a voluntary extension of the consideration period until August 20, 2010.  

		PPL Electric (utility code 110500), located at Two North Ninth Street, Allentown, PA 18101-1179, is a corporation that was organized on June 4, 1920 under the laws of the Commonwealth of Pennsylvania.  PPL Electric is engaged, inter alia, in the distribution of electricity, and presently serves approximately 1.4 million customers in eastern and central Pennsylvania.  PPL Electric is a direct subsidiary of PPL Corporation.
		
		PPL Electric intends to enter into one or more credit facilities, effective not later than December 31, 2010, with an initial term of up to four years (with the ability on each anniversary date of the execution thereof to extend the scheduled term for an additional year, with consent of 51% of the applicable lenders), in an aggregate amount of up to $300 million with one or more banks or other financial institutions.  Borrowings under the credit facility would be evidenced by secured or unsecured promissory notes or other evidences of indebtedness.

		The notes will bear interest at market-based rates, which could be based upon the prime interest rate of specified banks, the overnight federal funds rate for transactions with Federal Reserve System members, the London Interbank Offered Rate or other market rates.  The notes will be payable without premium at any time, however, the Company may be required to compensate the banks for the costs of redeploying funds at lower interest rates in certain circumstances.  

		None of the banks that will participate in the credit facility will be an affiliated interest of PPL Electric within the meaning of Section 2101 of the Pennsylvania Public Utility Code. 

		The credit facility would replace the Company’s existing $200 million, five-year credit facility scheduled to expire in May 2012 that was registered by the Commission at Docket No. S-00040993.  

		In connection with the April 28, 2010 announcement by PPL Corporation of its agreement to acquire the businesses of Louisville Gas and Electric Company and Kentucky Utilities Company, PPL Corporation has undertaken to arrange financing both to pay a portion of the purchase price of the acquisition and to provide operating credit facilities for its subsidiaries’ businesses following completion of the acquisition.  The acquisition is expected to close by the end of 2010.  As part of that larger financing project, the Company determined that it would be commercially beneficial to negotiate the terms of a replacement for its existing credit facility in conjunction with PPL Corporation’s negotiations with banks to provide financing for other of PPL Corporation’s operating subsidiaries.  Renegotiating now has enabled the Company to take advantage of economies of scale and sharing of costs as part of PPL Corporation’s larger finance syndication effort, as well as enabling the Company to access the credit markets in advance of expected rising interest rates over the period between now and the scheduled expiration of the existing credit facility.  Consequently, the Company intends to enter into the credit facility upon receipt of the Commission’s approval.      

		PPL Electric contemplates the new credit facility to be a $200 million facility (replacing the existing $200 million facility), but proposes that the new facility contain a provision that, with the banks' consent, would allow the Company to increase the amount available to $300 million.

		PPL Electric generally finances short-term liquidity requirements in excess of internally generated funds through the sale of commercial paper to institutional investors.  According to the Company, commercial paper provides needed capital on a short-term basis at rates that are generally lower than for direct bank borrowings.  The banks’ commitment to lend pursuant to the credit facility provides an additional source of funds to repay commercial paper in the event short-term markets were unfavorable or unavailable at a time the Company would otherwise refinance outstanding commercial paper at maturity.  Such additional liquidity is required to sell the Company’s commercial paper and, thereby, achieve the lowest available cost for short-term financing.   

		According to the Company, the commitment of banks to lend pursuant to the terms of the credit facility also will provide the Company with maximum flexibility during periods when the commercial paper markets may be unavailable to the Company and during periods when capital market conditions become unfavorable for sales of long-term securities.  

		During 2004, PPL Electric began participating in a $150 million asset-backed commercial paper program, which was authorized by the Commission at Docket No. S-00030972.  The Company may use a portion of the credit facility to replace the asset-backed commercial paper program, which expires in July 2010, if the asset-backed commercial paper program is not economical to renew.

		In addition, PPL Electric proposes to have the ability under the credit facility to cause the banks to issue letters of credit.  Such letters of credit can be used by the Company to satisfy potential collateral requirements under its energy or other contracts instead of depositing cash or other collateral with its counterparties.  
		  
		Staff has made its compliance checks and found that PPL Electric is current with its annual, financial, quarterly earnings, and Security Planning and Readiness reports, and has no outstanding fines or assessments.

Having examined the instant filing, we have determined that PPL Electric’s proposal to enter into one or more credit facilities in an aggregate amount not in excess of $300 million outstanding at any one time is necessary or proper for the present and probable future capital needs of the utility; THEREFORE,


IT IS ORDERED:

		1.  That the securities certificate of PPL Electric Utilities Corporation in respect of certain bank loans evidenced by unsecured promissory notes issued or other obligations incurred pursuant to one or more credit facilities in an aggregate amount not in excess of $300 million to be outstanding at any one time is hereby registered.

2.  That within 60 days of each issuance of securities pursuant to the instant registration, PPL Electric Utilities Corporation shall file notice with the Commission of such issuance together with a summary of the interest rate, maturity and the call provisions of the securities issued.  

3.  That the proposed securities certificate will replace PPL Electric Utilities Corporation’s existing $200 million, five-year credit facility scheduled to expire in May 2012 that was registered by the Commission at Docket No. S‑00040993. 

4.  The case will be marked closed upon final issuance of the credit facilities registered herein.


[image: ]				BY THE COMMISSION

						
						Rosemary Chiavetta
						Secretary


(SEAL)

ORDER ADOPTED:  August 18, 2010
ORDER ENTERED: August 18, 2010
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