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Securities Certificate of PPL Electric Utilities			S-2014-2436477
Corporation for an amendment to extend the 
maturity date of a credit facility.
.	      


ORDER

BY THE COMMISSION:

		On August 5, 2014, 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 August 14, 2014, PPL Electric voluntarily extended the consideration period until September 12, 2014.      

		PPL Electric (utility code 110500), located at Two North Ninth Street, Allentown, PA 18101, 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.

		On June 25, 2010, PPL Electric filed with the Commission a securities certificate requesting authority to enter into a credit facility of up to $300 million.  The Commission registered this securities certificate by Order entered August 18, 2010, at Docket No. S-2010-2183912 (the 2010 Order).  Pursuant to the authority granted to PPL Electric by the Commission in the 2010 Order, on December 31, 2010, the Company entered into a $200 million revolving credit agreement among PPL Electric, the Lenders party thereto, and Wells Fargo Bank, National Association as administrative agent (Credit Agreement). 

		The 2010 Order includes a provision that the Credit Agreement can have a maturity of up to four years from the date of execution of the Credit Agreement, with the ability on each anniversary date of the execution thereof to extend the scheduled term of the Credit Agreement for an additional year, with consent of the applicable lenders.

		On September 19, 2011, the Company filed a securities certificate requesting authority to amend and restate the Credit Agreement to extend the maturity to a date five years from the requested date of amendment, with the continued ability each year to further extend the term of the Credit Agreement by a period of one year, with consent of the applicable lenders.  The Commission registered this securities certificate by Order entered September 22, 2011, at Docket No. S-2011-2263370 (the 2011 Order).

		Pursuant to the authority granted to PPL Electric by the Commission in the 2011 Order, on October 19, 2011, the Company extended the maturity of the Credit Agreement to October 19, 2016.  Subsequently, pursuant to authority granted by the 2010 Order and the 2011 Order, on November 6, 2012 the Company entered into a $300 million Amended and Restated Revolving Credit Agreement among the Company, the Lenders party thereto and Wells Fargo Bank, National Association as Administrative Agent, which extended the maturity date to October 18, 2017 (Amended Credit Agreement). 

		PPL Electric had intended to amend the Amended Credit Agreement again in 2013 to extend its maturity to 2018, but due to market and other conditions it was not favorable for the Company to do so.  The Company did, however, amend the Amended Credit Agreement on July 28, 2014 to extend the maturity date for an additional year at existing rates.  The lenders have agreed to further extend such maturity to July 28, 2019 so as to provide the Company with a five year credit facility upon receipt of Commission approval.

		A five-year credit facility reduces exposure to the volatility of the bank markets and offers PPL Electric and its ratepayers more stable costs than facilities of shorter durations.  According to the Company, because it was not desirable or practicable to amend the term of the Amended Credit Agreement during 2013, it effectively lost the ability to maintain a five-year credit facility through annual amendments and now would like to restore this ability.  

		However, PPL Electric avers that the annual, one-year extension mechanism is not the optimal mechanism to preserve the desired five-year maturity term, as it depends on the Company amending its credit facility every year, whether or not pricing and other terms are favorable at such time.  Therefore, PPL Electric is requesting authority to have ongoing flexibility to, no more than once each calendar year, at any time before the scheduled maturity of the Amended Credit Agreement, amend the Amended Credit Agreement to reset the scheduled maturity date to a date up to five years from such amendment.  

		PPL Electric believes it is in the best interests of the Company, its shareholders and ratepayers to be able to contractually lock in fees and interest rates when market conditions make it desirable to do so, without amending every year solely to maintain the five-year maturity feature.  

		PPL Electric primarily uses the credit facility to provide liquidity backstop for its commercial paper issuances and to obtain letters of credit for its general corporate purposes, rather than for direct borrowings.  As of June 30, 2014, there were outstanding under the Amended Credit Agreement approximately $1 million of letters of credit and no borrowings.  The letters of credit have been issued to collateralize certain energy purchase obligations with PJM, and for workers’ compensation and minor road construction obligations.  

		PPL Electric believes it prudent to amend the credit facility in accordance with its proposal because banks have indicated that they may soon limit availability and charge more for committed, undrawn revolving credit facilities.

		Extension of the maturity of the credit facility will have no effect on PPL Electric’s capital structure, which is approximately 49% debt to total capitalization.        

		Compliance checks found that PPL Electric is current with its annual 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 of an amendment to extend the maturity date of a credit facility 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 for an amendment to extend the maturity date of a credit facility registered by Commission Order entered August 18, 2010 at Docket No. S‑2010‑2183912, and modified by Commission Order entered September 22, 2011 at Docket No. S-2011-2263370 is hereby registered.

2.  That PPL Electric Utilities Corporation’s request for authority to have ongoing flexibility to reset the scheduled maturity date of the credit facility approved in Ordering Paragraph No. 1, above, to a date up to five years from such amendment is hereby granted, consistent with this Order.

3.  That the proposed securities certificate will amend and replace PPL Electric Utilities Corporation’s existing authority to enter into a credit facility of up to $300 million that was registered by the Commission at Docket No. S‑2010-2183912, and modified by Commission Order entered September 22, 2011 at Docket No. S-2011-2263370. 

4.  That within 60 days of each amendment of the credit facility pursuant to Ordering Paragraph No. 2, above, PPL Electric Utilities Corporation shall file notice with the Commission of such amendment together with a summary of the interest rate and maturity date of the amended credit facility.

5.  That this case shall be marked closed.


[image: ]				BY THE COMMISSION

						
						Rosemary Chiavetta
						Secretary


(SEAL)

ORDER ADOPTED:  September 11, 2014
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