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	Securities certificate of PPL Electric Utilities Corporation for the issuance of debt securities in an aggregate principal amount not to exceed $2 billion.
	
S-2020-3022450




ORDER

BY THE COMMISSION:

On October 16, 2020, PPL Electric Utilities Corporation (PPL 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.  PPL voluntarily extended the statutory consideration period until December 4, 2020.

PPL, utility code 110500, is a corporation that was organized under the laws of the Commonwealth of Pennsylvania on June 4, 1920, and is located at Two North Ninth Street, Allentown, PA 18101.  PPL is engaged, inter alia, in the distribution of electricity and presently serves approximately 1.4 million customers in all or portions of 29 counties throughout eastern and central Pennsylvania.  The Company is a direct subsidiary of PPL Corporation, which owns all its common stock and 100% of its outstanding voting stock.

PPL requests authority to issue up to $2 billion aggregate principal amount of its indebtedness in the form of (a) one or more privately placed or publicly issued, secured or unsecured, intermediate term financings (Intermediate Term Financings), having maturities of up to five years, and (b) the Company’s secured or unsecured debt securities, which may include first mortgage bonds (New Bonds) or unsecured debt securities (the New Debentures, collectively with New Bonds, the New Debt Securities), in one or more series from time to time, with the ability to extend or replace any such financings so long as the aggregate principal amount of the Company’s outstanding indebtedness under all Intermediate Term Financings and New Debt Securities does not at any time exceed $2 billion.  The general terms applicable to these debt securities, including interest rates, payment dates, callability provisions, sinking funds, etc., will be determined at the time of issuance, depending on market conditions.  The proceeds of such issuances will be added to the Company’s treasury and primarily used for capital expenditures, the refinancing or retirement of debt, and general corporate purposes.

PPL proposes to issue the New Debt Securities under either (a) its Indenture dated August 1, 2001 for the New Bonds, under which they have previously issued approximately $6.1 billion of bonds, all of which were authorized by the Commission under prior securities certificates, or (b) a new indenture to be entered into in connection with the issuance of any New Debentures.  On September 6, 2019, PPL issued $400 million of the $650 million of its secured debt securities authorized by the Commission at Docket No. S‑2019‑3008083, with the remaining $250 million being issued by the Company on October 1, 2020.

PPL’s five-year business plan calls for approximately $4 billion of capital expenditures related to transmission and distribution properties, in addition to $740 million of debt retirements through 2023, which the Company intends to finance via long-term debt such as the New Debt Securities.  The Company also believes that it may be prudent and cost-effective to use Intermediate Term Financings to provide flexibility and a source of bridge financing to the New Debt Securities, and as such, proposes to arrange the Intermediate Term Financings with one or more commercial banks or other third-party investors (Lenders).  None of the Lenders participating in these financing arrangements, nor any administrative or placement agents, will be an affiliated interest of the Company within the meaning of Section 201 of the Pa. Public Utility Code.

PPL avers that the issuance of debt securities is necessary for the capital needs of the Company and that the securities certificate should be registered.  The issuance and sale of the New Debt Securities will provide a portion of the Company’s currently estimated capital requirements and will enable the Company to take advantage of current favorable capital market conditions.  Additionally, to further limit exposure to interest rate fluctuations in conjunction with the New Debt Securities, the Company may enter into arrangements with PPL Corporation or directly with one or more financial institutions that will provide interest rate protection in the form of interest rate liability management instruments, such as interest rate swaps and caps.  PPL Corporation would pass through direct costs of procuring such instruments but will not charge the Company any fee or additional administrative costs associated with the liability management instrument.

Issuance of the debt securities in the full amount requested would move PPL’s capital structure from approximately 45.3% to 45.5% debt to total capitalization.[footnoteRef:1]  PPL maintains an investment-grade credit rating of A3 from Moody’s and A- from Standard & Poor’s credit rating agencies. [1:  To the extent that PPL issues debt, PPL Corporation would contribute equity capital to PPL to maintain a balanced capital structure.] 


Compliance checks found that PPL is current with its annual, quarterly, and Security Planning and Readiness report filing requirements and has no outstanding fines, fees, or assessments due.

Having reviewed the instant filing, we have determined that PPL’s proposal for the issuance of debt securities in an aggregate principal amount not to exceed $2 billion 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 the issuance of debt securities in an aggregate principal amount not to exceed $2 billion is hereby registered.

2.  That the registration period of the debt securities pursuant to Ordering Paragraph No. 1, above, will end on December 31, 2024.

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

4.  That consistent with Section 1903(b) of the Public Utility Code, 66 Pa. C.S. § 1903(b), the registration of the subject securities certificate does not represent Commission approval of the proposed projects for rate recovery pursuant to 66 Pa. C.S. §§ 1301-1328.

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