
a PPL company 

Jeff DeRouen, Executive Director 
Public Service Commission of Kentucky 
2 11 Sower Boulevard 
P.O. Box615 
Frankfort, Kentucky 40602 

September 1,20 1 1 

Kentucky Utilities Company 
State Regulation and Rates 
220 West Main Street 

RF,: The Application of Keiztucky Utilities Conzpaizy for Certificates of 
Public Coizverzieizce and Necessity aid  Approval of Its 2011 
Conipliance Plan for Recovery bj? Environmental Sirrcharge 
Case No. 2011-00161 

Dear Mr. DeRouen: 

Eiiclosed please find and accept for filing the original arid fifteen (1 5) copies of 
Kentucky [Jtilities Company’s Motion to Deviate from Requirement Governing 
Filing of Copies for certain responses to the Attorney General’s (AG) 
Suppleineiital Data Requests dated August 18, 20 1 1, in the above-referenced 
matter. 

Please confirm your receipt of this filing by placing the stamp of your Office 
with the date received on the attached additional copies. Please do not hesitate 
to contact the undersigned should you have any questions. 

n Sincerely, 

Robert M. Conroy 
Director - Rates 
T 502-627-3324 
F 502-627-3213 
robert.conroy@lge-kLi.corn 

Robert M. Comoy u 
cc: Parties of Record 



OF KENTUCKY 

E PUBLIC SERVICE COMM 

n the Matter of: 

APPLICATION OF KENTUCKY UTILITIES ) 
NU FOR CERTIFICATES OF ) 

PLAN FOR WKOVERY BY 1 
ENVIRONMENTAL SURCHARGE 1 

CONVENIENCE AND NECESSITY 
PPROVAL OF ITS 2011 COMPLIANCE ) 

OTION OF KENTUCKY UTILITIES COMPANY TO DEVIATE FROM 
REQUIREMENT GOVERNING FILING OF COPIES 

Kentucky Utilities Coiiipaiiy (“KTJ”) by coiiiisel, petitions the Kentucky Public Service 

Coiiiniissioii (“Commission”) to grant KTJ approval pursuant to 807 KAR 5:OOl 5 14 to deviate 

from the requirement that pai-ties file an origiiial aiid fifteen (15) complete copies of all data 

responses and attachments. KTJ requests that it be excused from filing aiiy paper copies of 

certain attachments to its responses to tlie Attorney General’s Supplemental Data Requests 

because such attachments are voluminous. Similarly, KU requests that it be excused frotii filing 

all paper copies but oiie with respect to another response because of the voluiiie of tlie response. 

In support of its Motion, KU states as follows: 

1. Pursuant to Commission’s June 28, 201 1 Order, KU must provide aii original and 

fifteen (1 5) copies of all data responses aiid attachments to tlie Coiiiinission, aloiig with a service 

copy to all pai-ties of record. Certain of KTJ’s attacluneiits to its responses to tlie Attorney 

General’s Supplemental Data Requests are voluminous. KTJ is therefore requesting permission 

to file oiily electroiiic copies of tlie attacluiients on compact disc for KTJ’s responses to Data 

Request Nos. 5 and 8, and to provide only oiie paper copy of tlie attacliineiits to KTJ’s response to 

Data Request Nos. 2, 4, and 6 (the remainder of such copies to be provided electroiiically on 

coiiipact disc). 



2. KU’s response to the Attorney General’s Data Request Nos. 5 and 8 are 

voluiiiinous, each coiisisting of over 2,100 pages. To produce a paper original and 15 paper 

copies of each response for tlie Coniinission would consume over 32,000 pages, and service 

copies would consume even more pages. For that reason, I W  requests a deviation to produce all 

copies to tlie Coininissioii aiid all service copies in electronic forinat on compact disc. 

3. Attorney General’s Data Request Nos. 2, 4, aiid 6 are voluininous, coiisisting of 

almost 1,000, over 500, and over 140 pages, respectively. To produce a paper original and 15 

paper copies for the Commission of tlie shortest of tlie thee  responses would coiisuine over 

2,000 pages, aiid service copies would coiisunie even more pages. For that reason, KU requests 

a deviation to produce a single paper copy of each response to tlie Coinniission, with 1.5 

additional copies aiid all service copies of each response to be produced in electronic format on 

coinpact disc. 

4. KU is making all of tlie above requests to deviate from tlie paper filing 

requireirient pursiiaiit to 807 KAR 5:OOl 5 14. 

WHERF,FORE, IUJ requests tlie above-described deviations from tlie requirement that 

parties provide an original and fifteen (15) paper copies of discovery responses. KU requests 

that it be allowed to instead subinit the attachments to responses identified above oil coinpact 

discs in compliance with this requirement. 
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Dated: September 1 , 20 1 1 Respectfully submitted, 

W. Duncaii Crosby I11 
Monica H. Rrauii 
Stoll Keeiioii Ogden PL,LC 
2000 PNC Plaza 
SO0 West Jefferson Street 
Louisville, Keiitucky 40202-2828 
Telephone: (502) 333-6000 

Allysoii K. Sturgeon 
Senior Coi-porate Attorney 
LG&E aiid KTJ Services Coiiipaiiy 
220 West Maiii Street 
Louisville, Kentucky 40202 
Telephone: (502) 627-2088 

Cozrnsel for. Keiitzichy Utilities Coiipar?y 

400001 139563/7551501 
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CERTIFICATE OF SERVICE 

I hereby certify that a true copy of tlie foregoing Motioii to Deviate was served via U.S. 
mail, first-class, postage prepaid; overnight delivery; or hand-delivery, this 1 st day of September 
201 1 upon the following persons: 

Dennis G. Howard I1 
Lawrerice W. Cook 
Assistant Attorneys General 
Office of tlie Attorney General 
Office of Rate Intervention 
1024 Capital Center Drive, Suite 200 
Frankfort, KY 4060 1-8204 

Michael L. Kurtz 
K~1i-t J. Boelini 
Roehm, Kui-tz & L,owry 
36 East Seventh Street, Suite 15 10 
Cincimiati, OH 45202 

David C. Brown 
Stites & I-Iarbison PLLC 
400 West Marltet Street, Suite 1800 
Louisville, ICY 40202-3352 

Kristin Hemy 
Staff Attorney 
Sierra Club 
85 Second Street 
Saii Fraiicisco, CA 94 1 OS 

Iris G. Sltidmore 
Bates and Sltidmore 
415 West Main Street, Suite 2 
Fraidtfoi-t, KY 4060 1 

David J. Barberie, Attorney Senior 
Leslye M. Bowman, Director of Litigation 
Government Center (LFIJCG) 
Depai-tiiieiit of Law 
200 East Main Street, Suite 1134 
Lexington, KY 40507 

Edward George Zuger I11 
Zuger Law Office PLLC 
P.O. Box 728 
Corbin, KY 40702 

Shannon Fisk 
Senior Attorney 
Natural Resources Defense Couiicil 
2 N. Riverside Plaza, Suite 2250 
Chicago, IL 60660 



C O M M O N ~ E A  

n the Matter of: 

E.z h- E I!*\/ E 
PUBLIC SERVICE COMM 

N OF KENTUCKY UTILITIES ) 
COMPANY FOR CERTIFICATES OF ) 

SEP 0 1 2011 

PUBLIC SERVICE 
COMMISSION 

E AND NECESSITY ) CASE NO. 2011-00161 
S 2011 COMPLIANCE ) 

1 
SIJRCHARGE 1 

PROTECTION FOR RESPONSES TO CERTAIN DATA R_EOUESTS OF THE 
ATTORNEY GENERAL 

Kentucky Utilities Coinpaiiy (“I<IJ”) hereby petitions tlie Kentucky Public Service 

Coiniiiissioii (“Commission”) pursuant to 807 KAR S:OOl, Section 7, and ICRS 61.878(1)(c) to 

grant coiifidential protectioii for the iteins described herein, whicli KTJ seelts to provide iii 

response to the Attorney General’s Second Infonilation Request to I W  Nos. 2 and 4. In suppoi-t 

of this Petition, KTJ states as follows: 

Confidential or Proprietary Commercial Information (KRS 61.878(1)(c)) 

1 . The Keiituclty Open Records Act exempts from disclosure certain coiiimercial 

information. KRS 61.878( l)(c). To qualify for the exemption and, therefore, rnaiiitaiii the 

coiifideritiality of tlie information, a party inust establish that tlie iiiaterial is of a kind geiierally 

recognized to be corifideritial or proprietary, aiid the disclosure of which would permit an unfair 

coinrriercial advantage to competitors of the party seeking confidentiality. 

2. AG Request No. 2 asks KU to provide a calculation detailing the Company’s cost 

of long-term debt. In response to this request, KU is providing as an attachment a spreadsheet 

that demonstrates I<TJ’s embedded cost of capital. Within the spreadsheet are the annualized 

costs associated with KIJ’s revolving credit facility aiid letter of credit facility. Pursuant to the 



tenns of the agreeinents with the facilities, I<U is not permitted to publicly disclose the costs and 

thus public disclosure of the costs would result in I<TJ breaching the agreeinents. Revealing 

publicly the costs woiild significantly compromise I<T_J’s ability to obtain a revolving credit 

facility and letter of credit facility at a competitive interest rate, which would in turn financially 

harm KTJ’s customers. Moreover, financial institutions do not perinit public disclosure of tlie 

rates because those rates would be used against thein in future negotiations with other customers. 

They would therefore be inore likely to iiisist on standard provisions and less willing to negotiate 

favorable rates with KTJ in the future, thus jeopardizing ICTJ’s ability to obtain the lowest 

possible interest rates, placing it at an additional financial disadvantage. 

3. AG Request No. 4 asks KU to provide copies of all presentations inade to rating 

agencies and/or investinerit firins by PPL and/or KTJ between January 1, 20 1 1 and the present. 

Provided in response to this request are three rating agency presentations made during 20 1 1. 

These presentations and communications are made on a confidential basis and provided in 

confidence to the credit rating agencies. Such information merits confidential protection 

because, having provided it to the credit rating agencies on a confidential basis, KLJ is obligated 

to protect the public disclosure of the information. In addition, the inforrnation contains 

coininercially seiisitive inforination and a candid review of KU’s business strategies. Public 

disclosure of this confidential information would discourage KTJ from providing such 

inforination to the credit rating agencies in the future. A less thorough review by the credit 

rating agencies could lead to less favorable credit ratings and higher capital costs for K‘CJ than 

their competitors in the wholesale power market. 

4. If the Commission disagrees with any of these requests for confidential 

protection, however, it must hold an evidentiary hearing (a) to protect KTJ’s due process rights 

2 



aiid (b) to supply with the Coiriinission with a complete record to enable it to reach a decision 

with regard to this matter. Utility Regulatory Conmission v. Kentuclcy Water Service Compaiiy, 

., Ilic 642 S.W.2d 591, 592-94 (Icy. App. 1982). 

5.  The iiiforniation for which KU is seelciiig confidential treatment is not lcnowii 

outside of IW, is not disseminated within KU except to tliose employees with a legitimate 

business need to ltriow and act upon tlie information, and is generally recognized as coiifidential 

arid proprietary information in tlie energy industry. 

6. I W  will disclose tlie coiifideiitial information, pursuant to a confidentiality 

agreement, to intervenors aiid others with a legitimate interest in this inforination aiid as required 

by the Commission. In accordance with the provisions of 807 KAR .5:001, Section 7 and tlie 

Commission’s June 28, 201 1 Order in this proceeding, KU lierewitli files with tlie Commission 

one copy of tlie above-discussed responses with the confidential information highlighted aiid 

fifteen (1 5 )  copies of its responses witliout tlie confidential information.’ 

WHEREFORE, Keiituclcy Utilities Company respectfully requests that tlie Coniiiiission 

grant confidential protection for tlie iiiforniatioii at issue, or in the alternative, schedule arid 

evidentiary lieariiig on all factual issues while maintaining the coiifideiitiality of tlie inforination 

pending the outcoine of tlie liearing. 

I W ,  as explained in the Motion to Deviate filed herewith, is requesting a deviation that permits it to only provide 
an electronic copy of the attachment to AG Request No. 2 and only one print copy of AG Request No. 4. 
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Dated: September 1, 20 1 1 ectfully submitted, 

W. Duncaii Crosby I11 
Monica H. Rraun 
Stoll Keeiioii Ogden PLLC 
2000 PNC Plaza 
500 West Jefferson Street 
Louisville, I<eiitucky 40202-2828 
Telephone: ( 5  02) 3 3 3 -6000 

Allyson K. Sturgeon 
Senior Corporate Attorney 
LG&E and KIJ Services Company 
220 West Main Street 
Louisville, Kentucky 40202 
Teleplione: (502) 627-2088 

Counsel for Kentucky LJtilities Company 

400001 139563/3990044 1 
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CERTIFICATE OF SERVICE 

I hereby certify that a true copy of the foregoing Petition was served via US. mail, first- 
class, postage prepaid; overnight delivery; or hand-delivery, this 1 st day of September 20 1 1 upon 
the following persons: 

Deiuiis G. Howard I1 
Lawrence W. Cook 
Assistant Attorneys General 
Office of the Attorney General 
Office of Rate Intervention 
1024 Capital Center Drive, Suite 200 
Frailltfoi-t, KY 40601-8204 

Michael L. Kui-tz 
Kurt J. Boelvn 
Boehm, Kurtz & Lowry 
36 East Seventh Street, Suite 15 10 
Cincinnati, OH 45202 

David C. Brown 
Stites & Harbison PLLC 
400 West Market Street, Suite 1800 
L,ouisville, KY 40202-3352 

Kristin Henry 
Staff Attorney 
Sierra Club 
85 Second Street 
San Francisco, CA 94 1 05 

Iris G. Sltidinore 
Rates and Sltidrnore 
4 15 West Main Street, Suite 2 
Franltfoi-t, KY 4060 1 

David J. Barberie, Attorney Senior 
Leslye M. Bowman, Director of Litigation 
Government Center (L,FTJCG) 
Department of L,aw 
200 East Main Street, Suite 1 134 
L,exington, KY 40507 

Edward George Zuger I11 
Zuger Law Office PLLC 
P.O. Box 728 
Corbin, KY 40702 

Shannon Fisk 
Senior Attorney 
Natural Resources Defense Couricil 
2 N. Riverside Plaza, Suite 2250 
Chicago, TL, 60660 



a PPL company 

Jeff DeRouen, Executive Director 
Public Service Commission of Kentucky 
21 1 Sower Boulevard 
P. 0. Box615 
Frankfort, Kentucky 40602 
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September 1,20 1 1 

RE: The Application of Kentucky Utilities Company for Certificates of 
Public Convenience and Necessity and Approval of Its 2011 
Compliance Plan for Recovery by Environmental Surcltarge 
Case No. 2011-00161 

Dear Mu. DeRouen: 

Enclosed please find an original and fifteen (1 5) copies of Kentucky Utilities 
Company's (KU) response to the Attorney General's (AG) Supplemental Data 
Requests dated August 1 8,20 1 1, in the above-referenced matter. 

Also enclosed are an original and fifteen (15) copies of a Petition for 
Confidential Protection regarding certain information contained in response to 
Question Nos. 2( 1-3) and 4. 

Should you have any questions regarding the enclosed, please contact me at 
your convenience. 

Kentucky Util it ies Company 
State Regulation and Rates 
220 West Main Street 
PO Box 32010 
Louisville, Kentucky 40232 
www.lne-ku.com 

Robert M. Conroy 
Director - Rates 
T 502-627-3324 
F 502-627-3213 
robert.conroy@lge-ku.com 

U Robert M. Conroy 

cc: Parties of Record 

http://www.lne-ku.com
mailto:robert.conroy@lge-ku.com


COMMONWEALTH OF KENTUCKY 

BEFORE THE P'IJBLIC SERVICE COMMISSION 

In the Matter of: 

TIJE APPLICATION OF KENTUCKY UTILITIES 
COMPANY FOR CERTIFICATES OF PUBLIC ) 
CONVENIENCE AND NECESSITY AND 1 
APPROVAL OF ITS 2011 COMPLIANCE PLAN ) CASE NO, 2011-00161 
FOR IXl.tCOVERU BY ENVIRONMENTAL ) 
SURCHARGE ) 

) 

KENTUCKY UTILITIES COMPANY 
RESPONSE TO THE 

ATTORNEY GENERAL'S SUPPLEMENTAL ATA REQUESTS 
DATED AUGUST 18,2011 

FILED: SEPTEMBER 1,2011 



VERIFICATION 

COMMONWEALTH OF KENTIJCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, Daniel I(. Arbough, being duly sworn, deposes and says that 

he is Treasurer for Kentucky Utilities Company and an employee of LG&E and KU 

Services Company, and that he has personal knowledge of the matters set forth in the 

responses for which he is identified as the witness, and the answers contained therein are 

Subscribed and sworn to before me, a Notary Public in and before said County 

and State, this 3 day of bL<~,u% 201 1. 

&mAYlm a. a,,,,, ? (SEAL) 
Notary Public 0 1 

My Commission Expires: 

nLNqlydk,l 9 , 



VERIFICATION 

COMMONWEALTH OF KENTUCKY ) 
) ss: 

COUNTY OF JEFFERSON ) 

The undersigned, Lonnie E. Bellar, being duly sworn, deposes and says that he is 

Vice President, State Regulation and Rates for Kentucky TJtilities Company and an 

employee of LG&E and KU Services Company, and that he has personal knowledge of 

the matters set forth in the responses for which he is identified as the witness, and the 

answers contained therein are true and correct to the best of his information, knowledge 

and belief, 

Subscribed and sworn to before me, a Notary Public in and before said County 

and State, this 3 1 * day of & 201 1. 

(SEAL) 
Notary Public 0 4 

My Commission Expires: 

JOI Y 



COMMONWEALTH OF W,NTIJCKU ) 

COUNTY OF JEFFERSON 
) ss: 

The undersigned, Shannon L. Charnas, being duly sworn, deposes and says that 

she is Director - Accounting and Regulatory Reporting for LG&E and KTJ Services 

Company, and that slie has personal knowledge of the matters set forth in the responses 

for which she is identified as the witness, and the answers contained therein are true and 

coi-rect to the best of her information, knowledge arid belief. 

Shannon L. Charnas 

Subscribed and sworn to before me, a Notary Public in and before said County 
64- 

and State, this 31 --. day of o b q d  201 1. 
\ 

2/l/uly, 4 2 f L ,  (SEAL) 
Notary Public 0 



VERIFICATION 

COMMONWEALTH OF KENTIJCKY ) 
) ss: 

COUNTY OF JEFFERSON ) 

The undersigned, Charles R. Schram, being duly sworn, deposes and says that 

he is Director - Energy Planning, Analysis and Forecasting for LG&E and KTJ Services 

Company, and that he has personal knowledge of the matters set forth in the responses for 

which he is identified as the witness, and the answers contained therein are true and 

correct to the best of his information, knowledge and belief. 

Charles R. Schram 

Subscribed and sworn to before me, a Notary Public in and before said County 

and State, this .3 .c‘ day of ~ , L L C  ,bf 2011. 





Q- 1 

A- 1 

KENTUCKY UTILITIES COMPANY 

Response to Attorney General’s Supplcmeiital Data Requests Dated August 18,2011 

Case No. 2011-00161 

Question No, 1 

Witness: Daniel K. Arbough 

For the four quarters ending June 30, 201 I ,  please provide the Company’s capital 
structure amounts anti ratios, iiicludiiig and excluding short-term debt. If this iiiforiiiatioii 
has been provided in response to another data request, please indicate the appropriate data 
request number, the document title, and the page nuiiiber(s). 

Please refer to the Company’s response to KIUC-2 Question No. 12. 





Rcsporise to Question No. 2 

A r bo ugh 
Pagc 1 of 2 

I(ENTUCI<U ILJTILITIES COMPANY 

Response to Aitot.ney General’s Supplementd Data Requests Dated August 18,201 1 

Case No. 2011-00161 

Question No. 2 

Witiiess: D~i i ie l  IC. Arbougli 

4-2. For the four quarters ending June 30,201 1, please provide: 

( I )  a calculation detailing the Company’s cost of long-term debt; 

(2) all data, work papers, and source documents, and calculations used in computing the 
long-term cost rate; 

(3) all details, including calculations, amortization tables, and work sheets, related to the 
amounts for unamortized debt issuaiice balance aiid uiiaiizortized premiuiil/discount 
and issuance expenses; 

(4) copies, details, and documentation of all debt issues as well as private placement, 
and/or loan agreements (issue date, debt amounts, private placement agreements, 
lending agreements, underwriter, underwriting spread, SEC filings, etc.) associated all 
fiiianciiigs used in deterniiiiiiig the Coiiipany’s long-term debt cost rate; aiid 

(5) copies of all debt cost docuinents, work papers, and data in both hard copy and 
electronic (Microsoft Excel) formats, with all data and forniulas intact. If this 
informatioii has been provided in response to another data request, please indicate tlie 
appropriate data request number, the document title, and the page nutnber(s). 

A-2, (1) Please see tlie attachment 011 CD in tlie folder titled Question No. 2 being filed 
pursuant to a Petition for Confidential Protection. 

(2) Please see tlie attachment on CD in the folder titled Question No. 2 being filed 
pursuant to a Petition for Confidential Protection. 

(3) Piease see the attaclment on CD in the folder titled Question No. 2 being filed 
pursuant to a Petition for Confidential Protection. Amortization tables for Purchase 
Accounting Adjustments (PAA) are not included because PAA is not used for 
ratemaking purposes. 



Response to Question No. 2 
Page 2 of 2 

Arb 011 gh 

(4) Copies of all debt docuiiieiits are 011 CD in folder titled Question No. 2. The 
uiiderwviler spread provided below for the KU First Mortgage bond issuaiices was 
calculated by taking the difference between the offering price within the Term Sheet 
and the purchase price stated in Section 3 of the Bond Purchase Agreeinent. The 
Term Sheet and Bond Purchase Agreement are also attached as support to this 
response. 

Kentucky Utilities First Mortgage Bonds 

Mat ur i tv _I Pri tiw Term Sheet 

2020 $ 5 0 0 , 0 0 0 , ~  99.622% 
2040 $ 750,Qoo,oQo 98.915% 

2015 $ 250,000,000 99.650% 
Bond Purchase Agreement Underwriter Spread 

99.050% 0.600% 
98.972% 0.650% 
98.040% 0.875% 

(5) See responses to items 1-4 above. 



KENTUCKY UTILITIES corwm 

Soptonibor 30,2010 
FORECRF~LJHOSVPPORT 

ANALYSIS OF THE EMREWEO COST OF CAPITAL AT 

Polution Cdnlrol Bonds 
Uercer Co 2000 Series A 
Carroll Co 2002 Series A 
Curor Co 2002 Series R 
f,4uh!enber~ Co 2002 Sedos A 
Mercer Co 2002 Soties A 
Carroll Co 2002 Sedos C 

Carroll Co 2004 Seties A 
Conoll Co 2006 Sories B 
Carro3 Co. 2007 Sen05 A 
Trimble Cd 2007 Senor A 
CarroU Co 2008 Series A 
Cal!ed Bonds 
Total External Deb1 

M o s  Payab!o lo F M i a  CMp" 
Nolos Poyab!e lo FideEa Corp 
Holes Payable l o  Fidelia Corp 
N o h  Payab!e!o Fidclia Corp 
Nolos Pqablc lo Fidelia Corp 
htolos Payeb!o!o Fidola Corp. 
Nolos P a y a h  lo Fdelia Corp 
htoles Payoblo lo Fidcfio C o p  
Nolos Payablolo Fidelia Corp 
Nolos Payable lo FidaSn Cap.  
h'oles Pnyab!e lo Fidesa Cop. 
Nolos Payable Io Fidelia Corp 
Holes Pajab!e lo FKIolia C a p  
Kolss Payable lo Fidclia Cocp 
Nolcs Payable lo Fidclia C a p  
Nolos PapMo lo Fidelia Carp 
Nolos Payable lo Fidelio Cap.  
Nolos Payable l o  Fidelia Cwr, 
Nolor, Paysblo lo Fidolia Cop. 
Nolos Payable ID Fideba Corp 
Nolos Payablo l o  FideBa Corp 
Tolal lnlomal Deb1 

-. - 
LONG-TERM DEBT 

- Duo 

OY01/23 
OU01M2 
02/01/32 
02/01/32 

10101/32 
10;01/34 
IOi01134 
02101tZG 
03101137 
02/01/39 

o m n ?  

11/24l10 
01/16/12 
04130113 
06/15/13 
1211 911 4 
07/08/15 
12121115 
1W25/16 
MU2W17 
07/25/18 
08127118 
1 2/17/18 
1 W25/19 
02/07/22 
05/2u23 
09/14/28 
m313.5 
03130137 
04/24/17 
07/29/19 
11/25/19 

AnnuaGzed Cos! 
hmotlizcd CXbt Amoit;zed Loss- LellerolCredi! 

&+ Prino'pal Issuance Ex~onso Reacquired Cebl and oUlcrlces T U  

035OOOA * 
0 75000% * 
0.760005: * 
0.75000% 
0.75000W 
067800% * 
03100055 * 
035000% * 
5 75000% 
6 OOOOO'/r * 
039000% ' 

4 735% 
5 360;s 
5 675% 
5 980% 
6 160% 
5 645% 
7 035% 
5 ?low 
5 690% 
5 850% 
5mYV 
6 330% 
5 e6055 
5 280% 
4.810% 
4445% 

Tolal 

s 12,900,000 
20,930,000 

2,400.000 
2,400,000 
7,400,000 
s3,000,000 
50,000,000 
54,000,000 
17,875,000 
8,927,000 

77,947,405 

s 350,779,405 ~- 

S 45,150 
156,975 
18,000 
18.000 
65,500 
554,880 
155,000 
189,000 

1,027.813 
635,620 
241.637 

S 
4,104 
2,856 
1.140 
3,180 

73.658 

47,920 
33,342 
16,072 
34,400 

-__- 
$ 216,672 

.$ 46,743 S 
36.300 
4.101 

12.744 
12.900 

186,030 
105,023 

201.063 1- 

$ 604,973 _S 

94,413 
20.930 

2,400 
2,400 
7,400 

240,000 
408,Ml 
441.990 

8 s  

b 

b 

b 

b 

d 

J 

638,669 d 

____-  
1.855.243 $ ____-  

185.306 
218,309 
27,420 
34,284 
78,980 

1,054,674 
669,084 
678,910 

1,061,165 
551,692 
912,706 
201,063 

5,674,463 

4 240% 33,000,000 3 1.399.200 . 1,399,200 
4 390% $ 50,000,000 9 2.195.000 $ " S  - $  . 9 2,195,000 
4 550% 100,000,000 4.550.000 . 4,550,000 

3,982,500 5 3lOK 75.000,OOO 3,982,500 
5.450% 1oo.oM).ooo 5.450.000 . 5,450,000 

~ 2,367,500 

. 2,837,500 

- 3,080,000 

. 4020.000 

. 2,990,000 

~ 2,822,500 
5,278,260 
3,997,000 
3,015,700 
4,387,600 
5,960,000 
3,165,000 
4,395,000 
2,640,000 
2,405,000 

, 2,222,500 
S 73,158.150 S - s  - J  

75,000.000 
70,000,000 
53,000,000 
75,000,000 

100,000.000 
50,000,000 
75,000,000 
50,000,000 
50,000.0W 
60,000,000 

S 1,331.000,OOO 

5,276,250 
3.997.000 
3.0 15,700 
4,367,500 
5.8a0,OOO 
3.165.000 
4,395.000 
2,640,000 
2,405,000 
2,222,600 

S 73,158,150 

S 1,681,779,405 $ 76,155,725 3 216,672 -S WzX3 s a 5 . 2 4 3  ,$ 78,852,613 - - -  

Embedded -_ Cas1 

1.444% 
1.043% 
1143% 
1.429% 
1 c67% 
1099% 
1338% 
126791 
5 937% 
6.180% 
1.171% 
0.000% 

[0.33755( 
4 240% 
4 390% 
4 550% 
5310% 
5 450% 
4 735% 
5 360% 
5 676% 
5 980% 
8 160% 
5 M5% 
7.035# 
6.7105% 
5.690% 
5 850% 
5 960% 
6 330% 
5e60% 
5 280% 
4.810K 
4.445% 1-1 

l-"GE%-l 

P sHoRre DEBT 7- 
_. Annualized Cos1 Embedded 

- Role - Loss - Tale1 m 
( Wolos Payab!e lo Assodaled Company 0280% * S 51,183,954 S 171,315 S - s  - s  ~ S 171,315 0 280:h 

~ S 171,315. I 
S 1.742,&3,359. -.$ 76,327,040 S 212Ekjk - $  604,973 . S 1.855.243-YS 79.003.928 I T '  

- _- - -  
Tolal S 61,183,854 S 171,315. s - s  . -s -- 

- - - 
~ I _ _  I 

Embeddad Cos1 of Tala1 [Xbt 

' Composite rale SI ond of current month 

1 Scn'es P and R bonds nore redoomed In 2003.3nd 2005. rdspecLivclv . Tho+ were no1 reo'accd niOl oUior bond scrios 
belna amorbzed oyer the reniolnderol Iho ohanal Ises (duo Y15107.01\125.6/1flfi. and 6/1/36 respeclivctv) of ilio bonds 

2 Current Poil;on 01 LonwTcrm Dab1 

Tho remalnlhi unamorlwcd 
os loss on rsacqu'rrd deb1 

B Lelterof Ucdd lee = (printipal bal t 45 days Inleres1)'.70S.S. Rale based on company wed;! rating Additional fee of J2501monLh for drahdwm 
b.  RemarkoLing fco = 10 basis polnls 
c ~ Remerkating feo = 25 basis polnls 
d ~ Is a end b cMnMned 



A l l r ~ ~ e n l l o R i r ~ m i c l o ~ ~ c ~ l ~ n  ti0 AG2-1(11 
P a a c 2 d 1 4  

Artnldh 

KEIWCKY 1JTILlTIES COMPANY 
ANALYSIS OF THE E I M 3 J D E O  COST OF CAPITAL AT 

Dccembcr3i,2010 
Restated to rcflecl deb1 dlscounls on FUSS 
CONFIDENTIAL INFOR?.lATION REDACTED 

LONG-TERM DEBT I-- 

Po!Won Conbol Bonds. 
Mercer Co. 2000 Series A 
Carroll CO 2002 Scrips A 
cation CO 2002 series B 
Muh'enbarg Co. 2002San'asA 
hierccrco. 2002 Series A 
Carroll CO 2002 Series C 
C8rroll CO. 2004 Series A 
Carroll Co 2006 Sones E 
Cano!l Co. 2007 Series A 
Trimblo Co 2007 Series A 
CarroB Co 2008 Scries A 
Caled Bonds 

Firs1 f,lwlgago Eonds. 
2010duc20l5 

2010 duo 2020 

1010 due 2040 

Oeb! dscounl on FIdE 

Deb1 dscounl on FME 

Deb! chwun! on F M Q  

- Due 

05'01123 
o m i n 2  
o m i n 2  

0 ~ 1 1 3 2  
iawx 
iaioiim 
1 w o  in4 
owin7 
ovoim 

ouo1132 

02101/26 

11/01/15 
11/01/16 
1lK)lno 
11/01120 
11@1/40 
llMl/.tO 

- Rale 

0350% * s 
0 750% ' 
0750% ' 
0 7 5 m  * 
0 750% * 
0 342% ' 
0 330% ' 
0 340A * 
5 750% 
6 OOO?a 
033% ' 

1.625% 
162600% 

3.25oX 
3 25000w 

5.125% 
5 12500% 

12,w0,000 
20,930,000 

2.400.000 
2,400.000 
7,400,000 

06.000.000 
50.w0,WO 
54.000.000 
17.875.000 
6,927,000 

77,047,405 

250,000,000 
(653,125) 

500,000,000 
(1,866,376) 

750 000.000 
(8,103,594) 

5 45.150 
156.975 
18,000 
18,000 
55.500 

328,320 
165,000 
183.600 

1,027.813 
535.520 
257.226 

4.062.500 

!6,250.000 

38.437.500 

Annua'ized Cos1 - 
AmorCzed Dcbl Amortized LOSS- 

ExplDiscnunl Reacquired Ocb! 

5 . J 46.743 
4.1M 36,300 
2.8% 4,164 
1,140 12.744 
3,180 12,wo 

73.658 180,035 
tO5.023 

17,920 
33.342 
16 072 
34.400 

Ispuane8 

201.063 

368.281 *' 
175,000 
360.e60 .* 
189,000 
233.309 **  
271,250 

- _- - 
Lo!lar 01 CreB1 

and other foas T d  

S 306.728 a S 398,621 
20.030 b 218.309 
2,400 b 27,420 
2,400 h 34,264 
7,400 b 78.980 

240.000 c 828.014 
1,194,418 a 1,464441 
i.291,469 G 1.622.969 

1 .OGI.155 
551,692 

201.063 
i.e64,i97 a 2,155.823 

- 4,450,781 
175.000 

. 10,618.e60 
189,000 . 3a,670,809 
271.260 

Embeddcd 

A i L  

3 090% 
1043% 
1143% 
142Vh 
1 m755 
0 863% 
2 9 2 9 1  
2 82D'/. 
5 937% 
6 180% 
2 766% 

1.78o;rr 
-20513% 

3 324% 
-10 127% 

5 156:: 
3 347% 

Tolal Externd Dobl 
- -  _I_____ - - - ~  

S 1.839.956.3tI $ 61.541.2M _5__- 2.863.')64 5 604,973 S 4.973.361 S 69,983,502 1-1 

SHORT.TERh4 DEBT 

Annuaszcd Cos! 
Embedded 

rn e- In\BrBI( w u  !&Lq Premium &!@ w 
Noios Payable lo Assodaled Company 0250% ' $ 10.434.000 S 26,055 5 - s  - s  , S 26.085 0 2505: 
RovoMving Crcd.1 Faa'ity Payabfo 

- --. - s  - '  S 26.085, 1-4 .___- 
Tolal S io.434.000 s 28.085 s - s  

I 

' Con>posite rala a1 ond of current monlh. 
'' Deb1 discounl shum on soparalo Cne. 

1 Series P and R bonds \vole redeemed in 2003. ond 2005, rd5PectiVOly. ' h v  Were no1 repIeced\\jlh oUier bcnd serios. The remaldnq u n a w k e d  exPCns0 1s 

2Fldel;a HolesPayblowore Dald ollon l l/l/2OlOwithPPL Noles P~~b:oUlalwerepaldol1~~~viWUionr~FhiElsruoson 11/16/2010 

3 induded Seiup lees fw cho Wachovia Credl Faciilq in Lona.lem Debt due 10 4 year cfad;l arrenqcrnenl 

belnq amortized overthe rornajKlerolUia oriahal tivos (due W5'07, 6/1/25. W1135, and 6/1/36 respectively) of tho bonds as loss on reacqu:red deb1 

a - teller of cred2 lee (principal bal t 45 days lnlerasl).2i: UC Feo and -25% UC Fronting Foe Ralo based on company credl rating Reniarketing Feo = 10 basis p d n b  
b . Rcmarketicg fen = 10 basis porntn 
e. R c m ~ f k ~ t i c g  fco = 25 basis pdnls 



A l l a & n c n l l O  RrrpGWE IO cllcltlon NO hG2.1(1) 
P l a c 3 0 f l 4  

h t x i h  
KENTUCKY UTILITIES COh!P/\EIy 

ANALYSIS OF THE EhlQEDDEO COST OF CAPITAL AT 
March 31,2011 

Roslaled Io reflect doh1 discounls on FhlEs 
CONFIDEIITIAL INFORhMTION REDACTED ___- 

LONG-TERM DEBT 
-- 

PO!!&~ Conlrol Bonds. 
hkrcer Co. 2000 Scries A 
Carroll Co 2002 Serlos A 
COITO!~ Co 2002 Scrlos E 
ISuMenborg Cc. 2002 SeriosA 
MerccrCo 2002 Seiies A 
Cecloll Co 2002 Serins C 
Carroll Co 2004 Series A 
Carroll Co. 2006 Series B 
Cano!l Cc 2007 Series A 
Trimb!o Co 2007 Series A 
CarrollCo. 2008 SeriesA 
Cared nonds 

Flrsl Mnrigago S o d s  - 
2010 doe 2015 

2010 due 2020 

2010duo 2040 

Oebldiscnunlon FMO 

Deb1 oiswunl on Ft.48 

Debldismunl on F M B  

oue @Le 

05mlR5 0250i: ' s 
o m i t 3 2  2 250%: ' 
02ml132 2 250x . 
om I132 22wx * 
om1132 225oX 
law1132 0362% * 
i a y 1 1 m  02Wh * 
t a l 1 t ~ 4  0270% * 
02)[11/26 5 75055 
OW1137 6 000% 
omit32 0 2 M ) % '  

i i m i / i 5  1.626% 
11/01/i5 1 62500Ya 
i i m i m  3 250% 
11101/20 3 25000% 
11101140 5.125% 
iirn1/40 5 12500% 

Annua'izod Cost 
h r i i r e d  Oobl Amoriired Loss Lollcr of Crcdl 

-, lssuanca 
-1 ExvR)irwuol pcacwired Oebl andoher fcar @laJ 

12,900,000 S 32.250 S - S 46.743 S 306.728 a S 385.721 
20,930,000 470,925 4,104 3F.300 20,930 b 532,259 
2.400.WO 54.000 2.856 4,164 2.400 b 63.420 
2.400.000 54,000 1.140 12.744 2,400 b 70.284 
7,400,000 166.500 3.160 12,900 7,400 b 189.980 
%.000,000 347.520 73.658 188.036 406,138 c 1,013,352 
50.000.001) 130.000 105.023 1,184,418 8 1,429,441 
64.000.000 145.800 47.020 - 1.201.469 a 1.485.189 
17,875,000 1.027.8 I 3  33,342 1.061,155 
8.927.000 535.620 16.072 651,692 

~ 1864.197 a 2,101,260 77,047,405 202,663 34,400 
201.063 20 1.063 

250.000,OOO 4,062,500 402.352 
(809.375) 175.000 

500,000,000 16 250,000 379.095 " 

760,000,000 38,437,500 237,770 * *  
(8,035,781) 271,250 

(1,819,125) 189,000 

4,461,862 
175.000 

189.000 
. 38.675270 

271.250 

. i6.62e.095 

Embedded 

* 
2 99ox 
2 54355 
2 643% 
2 929% 
2 567% 
1056% 
2 859% 
2 750h 
5 037% 
6 18477 
2 6%% 

17e65: 
.21 622% 

3 326% 
-10390% 

5 15755 
-3 376% 

Tolal External Oobl 

tiolos Psyablclo PPL 

Total lnlernal Debt 

- $  1.840.115.121 S 61.817.091 2.892.740 S 601,973- S 5,139,499 $ 70.554,303' v j  

'roiai S 1.840.115.124, S 61,917.091 S 2,692,740 LS 604.073 S 5,139,499- I--] I 
_. - 

SHORT-TERM DEBT 

N o m  Payablo lo AssodaledCompany 
Revdving Crcdl FauW Payab!o 

AnnuaSzed Cost 
Embedded 

__ LOSS a 

Embedded Cos1 of Tobl Deb1 
.__-- 

- $  l,W!,115,124 J 61.017.091 2 ,2,892.740 . $  W,Q73 ,  S 5,139,499 , S  70,554,303 1-4 
* Comporilo ralo a1 end of omen1 month 

Debt dscnunl shu8.n on soparalo En0 

1 Series t' and R bonds wero redeernod In 2003, ond 2005 rorpecluot{ . That were no1 rodi:edn;h OUier bond series Tho remalnlno unamonzed oxocnso 15 
bo'na 0mGn:red over !ha roma'nder of I h o  oriq'nal lrdes (d.J.5 WIS'Ll7. WlR5. W11335. ond WIrJG roapecLvet0 of !h8 bonds as loss on roacaujed dobl 

2 flds:a Noles Pavab'e weie pa!d olf on 11/1/2010 ~ 5 t h  PPL No!os I'awb'o Umlwre oa'd offv. iU~ Iho nwh F M O  issuoa on 1 lflWZ010 

3 Inu'uded SOIUI) fcor for h e  W3chovla Credl FaoTty In Lons-lcmi Deb1 due lo 4 Year urd1 sliansemenl 

B - Lellor or ue61 fed = (pcincipal hal t  45 dais lnlefesl)'Z?? UC Fee ond 25% UC Fronting Fao Rale based on company we61 ral'ng Remarkcling Foo = 10 bask poinls 
b.  RemarkeLng fee = IO baris poinls 
c-  RemarkoGng fa0 -26  bash pO!nl$ 



KENNCKY Ul l t lT lES COMPANY 
ANALYSIS OF THE EMBEDDED COST OF CAPITAL AT 

JunD30,ZOH 

CONFIDENTIAL lNFORhlRTlON REDACTEO --- 
LONQ-TERM DEBT 

P&!lulion Control Bonds - 
Mercor Co 2000 Sones A 
Csrron CO 2002 Serios A 
Carroll Co. 2002 Serias B 
hluhlenborg Co. 2002 Sorios A 
I l e m r c o  2002SeriosA 
co~rol l  Co. 2002 Series C 
Corrotl Co 20M Series A 
Carroll CO 2003 Sorios B 
Cano:l Co 2007 SeriesA 
Trimb!eCo 2007 SerieSA 
Carro!ICa.Z008SeriesA 
Called Bonds 

& 

osrnin3 
02mlR2 
om1132 
0201152 
02101152 
1 O!O 1/32 
10.'01/34 
lW01134 
02Mli26 
0301137 
02101132 

OOWh * s 
0650% ' 
OGOOX * 
0 600% ' 
0 600% * 
0.18015 ' 
D $0035 ' 
0 1403'2 * 
5 750% 
6 OGQW 
0 100% * 

Firs1 Morigago Bonds. 
2010 duo 2015 i i m i m  1 62W 

Deb1 6scounlon FMB IlMlH5 1625% 
2010duc 2020 I imtno 3 250:'. 

Deb1 drcoonl on FIdB 11/01/15 3 260% 
2010 due 2M0 I1101140 5 125% 

Debld;smunlon FMB 11mi/40 5 l25?5 

12.900.0M) 
20,830,000 
2,400.000 
2,400.000 
7,400,000 
06.000.000 
50,000,000 
54,000.000 
17,875,000 
8,927,000 

77.847.405 

250.000,000 
(765,G25) 

500.000.000 
(1,771,875) 

750,000,000 
(7,987,869) 

Annuafized Cor1 
Amofized Dobl Amortjred Loss. Lollor of Credt EmbcdEkd 

!Q&q! 

5 11,610 
13G.045 
14,400 
14,400 
44,400 

50.000 
75,600 

1.027.813 
635.620 
77.947 

172.800 

4,062,500 

16.250,OOO 

38.437.500 

15puaneB 
upilS,swun! 

s 
4,iM 
2,855 
1,140 
3.180 

731658 

47.020 
33,342 
16.072 
31,400 

430.307 .* 
175,060 " 
406.956 ' I  

189.000 '* 
246.034 *' 
271.250 " 

-- Rcacauired Deb( and olhcr fees __ Tolal 

S 46,743 S 166,519 a S 214.902 
36300 20.930 b 197.370 

4.164 21400 b 23,820 
12,744 2.400 b 30684 
12.900 7.400 b 67.880 

186;030 4066;138 c 838.832 
105.023 wM.493 n 764.616 

658.885 a 782.505 
1.061.155 

651.692 
951.225 a 1.063.572 

201,063 201.083 

4,498,807 
176.000 

. 16.656.956 
189.000 

271,250 
. 3e,6e3,53 

cos1 - 
1666% 
0 9434'1 
0 993% 
127W 
0017% 
0 874% 
152W 
1.44931 
5 937Y 
6 1WX 
1364% 

1 800% 
-22 851% 
3331% 

~10G07H 
5 158% 
4 4MM 

- 
SHORT-TERM DEBT 

Nolos Puyab!o lo  Assaclaled Company 0 IGO% * s 
Revdving Crctkl FoGty Payabio 

- s  0 000% 

Embedded Coslof Total Deb1 

' Cornpsifa rafo SI end of current month 
*' Dab1 6swunt shehn on reparalo line 

1 Smos P ond R boMls w r o  rodeorncd In 2003. and zoos. rerpechety Thoysvare no1 replaced V,VJI othor bond serios Tho romoln'no unarndzcd expense Is 
belng amodzed o+sr t o  romainder of Ihs orig'nal h e r  (duo 5(15.'07. WlR5. WInS. and 611m rospechely) of lho bunds us lass on reacqu'rcd debt 

2 Fideea Nolo5 Pspb'awere pa!dollon llHR010\;ilh PPL Hol0SPayab'olhatv;ers paldolfw.lh lho no# FMBlsswor on llllGROlO 

3 Indddcd solup fees for lho Wacharia Credl FJOVY In Long lcrrn DOLI due lo 4 year uedt srrangemenl 

a. Lellor of uedil fee - (prindpal bal t 45 days InleraslP2K IK: Fee and 25% UC Fronting Fea Rafa based on CQn~panycredlraIiw RemarkeFng Foo = IO basis pofnls 
b.  Remarketing feo = 10 basis poinls 
c I Rerna~!wUng Ice = 25 basis polnls 
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GO AL i ~ F Q R M A T i 0  A(I8chiiiciit lo Response lo Qtiesllou No. AG 2-2(2) 

Tr'oMbCo.2GQ7ScdarA 
Q r r #  c?. 2303 Serici A 
CaYed Cmdt 

1s A 

. . . . . . . . . 
DBbldSWnlC~ F N O  llmI/l6 

MI0 &e 2046 11lbl140 I Dcbldrcw,lmFh(O 1110l140 

~8 
P 10 
p.12 
P 40 
P.14 
p.17 
p.18 
p.ie 

9 2 8 7  
P 2 6 7  
P 20 

p2621 

P262I 

p i b l i  

1.626% 
1.62bX 
3 250% 
32MK 
6.%26% 
6.126% 

s 
P.?2 
p, 32 
P. 22 
P.22 
p.22 

p. 22 
p.22 
p, 22 
p.12 

S - 9 2 6  S 
4,109 p 25 
2.W p.2b 
1,140 p.25 
3 ,W p.25 

73,GW 9.26 
* p 25 

47.m 
a242 
16,072 
34.400 - p.23 

w 4 3  
30.300 

4,104 
12,744 
12.800 

lV3.033 
105.023 

201,053 

S 

051p26 0 

214,092 
107,370 
23,820 

2% 
m,a2 
764,616 
782.cOJ 

l,WI,t65 
651,692 

1,033,672 
201,@33 

I 4,488,607 
176,003 - 18.658.856 
is9.m 

271240 
. 

Tolal Eiltrnol  Deb1 

w s s  Psysbls lo PPL. 

Toul Inltmil Deb1 



LG&E atid KU Energy LLC 
Debt Maturity Schedule 

Kentucky Utlllties Company 

Bond5 
November 1 , 2015 11/16/2010 
Novernber 4,2020 11/16/2020 
November 1,2040 11/1 6/2010 

trol Bms - secured 
May I, 2023 5/19/2000 PCS I 1  
October 1,2032 10/3/2002 PCS I B  
February 1 , 2032 5/23/2002 PCS I 2  
February 1 , 2032 6/23/2002 PCS 13 
February I , 2032 5/23/2002 PCS 14 
February I, 2032 5/23/2002 PCS 15 
February 1 , 2032 10/17/0008 
October I , 2034 10/20~2004 PCS 17 
October I , 2034 2/23/2007 
February I , 2020 5/24/2007 
March I , 2037 5/24/2007 

250,000,000 
500,000,000 

Sub-total taxable FMB’s 1,500,000,000 

491674BB2 
49 I 674BD8 3.260% 
4916748F3 5.125% 

587829AC6 Variable 12,900,000 
144838AC3 Varlable 96,000,000 
1 ~ 8 3 8 A A 7  Variable 20,930,000 
144838A135 Varlable 2,400,000 
62479PAA4 Variable 2,100,000 
5 a n x m ~ 1  Variable 7,400,000 

14 483RAN7 Variable 77,947,405 
14483RAM9 Variable 50,000,000 
14483RAP2 Variable 54,000,000 
14483RAHO 17,875,000 
896221AC2 8,927,000 
Sub-total .. tax-exempt bonds 350,779,4 05 

Total Kentucky Ufilltles 1,850,779,405 

LTO-1 at 6-30-1 1 .XIS Page I 
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httnclirtierit lo lics[~onsc to Qucstion No. AG 2-2(2) NOT A NEW rssuB 
On Ma 24, ZOO?, the date the Ronds were orlylndly h u e d ,  Bond Caunsel de!ivered Its oplpaec7 or2g 

conditlona a n i  exceptlong set  forth tlnder thr, czption ‘’Tax Treatment,” under then current IA\V~ fn&bo,lgll 
be excIudable from the gross income o f  the reclpients tlierco€ lor fedcrat inconic tax pur o w ,  excep 
excl~tsion froni 8ross hcomc with res cct to any Bond during m y  period in \rrhlch it Is geld by a ’ 5 
related PIoject a,s such terme rite u m f h  Sectlon 147(a of the Internal Revenuc Code of 1986, aa it-- 
o f  Bonds v d d  be $11 ftCM of taK preference In &term 1 ning alkrnative mlntmun\ taxable fncorne for indlv1du;ls and corpirationn under the Code, 
S U C ~  lilterest may be subfcct to certaln federal income taxea jm osed on certaln corpoiatlons, Includin imposition o f  the branch profit8 tax on a 
pottlon of such Interest. Bond Counsel w a s  further of the opinfon chat Interest on tach series of Bonis would LE excludable from the gross 
income. of the red Jcnta diereof for Kentucky hcorne tox pwposea and that, wider then current: law2 the principal o f  each serles of Bonds would 

oplnlons ere expreised by Uond Counsel, Howcvcr, In connectton with the COII~Crdlon of khe Interat rate mode 011 each S C ~ ~ C R  o f  Bondn t o  the 
Long Term Rate, Period, BS more fully descrlbcd herein, Bond Courisel n l l l  deliver i ts oppinIoi~a to  fhe effect that the convet6fon of‘ the intereat 
rate on each series of Bonds a) Is autIiori%ed 05 permitted by the Act and the related Indenture and (b) will ~ i o l  adversely nffecl- the valid$ of 

Treatment’‘ hereln, 

be exempt from D Cf valoxern taxes in Kentucky, Such opfnione have nor been updated as of the date hereof and no continuing tax exernptlon 

tho Bond8 or any exclusion o I. the Initrcsk thereon front the eross h o m e  of ffie owners of the Donds for federal income tax purposes. See 

$8,927,000 a/ 
County  of l[’1.lntble, XCentuclry 

Bnvjr*aiuitental Facilities Revenue Bonds 
2007 Series A 

(Kentucky Utilities (lonipany Project) 
DDue: March  1, 203r 

2007 aeries A 
(Kentucky Utilities dompnny Project} 

Due: Pebxuary 1, 2026 
(rn‘l’) (AM“) 

Co)rvcrsion Date: April 3, 2008 
The Bonds o f  each series individually the ‘‘Carr~ll County Bonds1’ and the “Trintbfe County Boilds” and, coffectlvely, the 

“Bonds”) are specid and limlte d obligatione of the County of CwrolI, Kentucky and the County of Trjmble, Kentucky (tile 
Iosuero’ >, respectively, payable by the res e c t h  Issukrs solely from and secured 1)y payments to bk received by the Issuers 

; u r w ~ > t  to separate Loan Agreements wit!! 

(the “Coin ~ l y ” ) ,  except as payable from proceeds of such Bonds or investment earnings thereon, The Bonds do not constitute 

Kentucky or any other political subdivision o f  Kentucky, 

Kontu clry Uti1 i t ie s C onip a n y  
general ob1 P gations o f  the resuers or a charge against the general credit or taxlog powers thereof or o f  tile Comrnowealth of 

’ The Bonds of eacfi 

“Summary of the Ronds” in the Official 

The Bonda will accrue interest: from the Conversion Date, ayable on each June J. and Decenlber 1, conmwncinp; June 1, 
2008, The Bond6 wjll be subject to optional redemption, extraprYinary optfond redenlption, in whole or in  part, and niatidatory 
redemption followjng a deterinination of taxability prior to maturity, 2s de‘scribed heiein, 8ee “Summary of the Bonds- 
Weneral--$$fiottrrE ,Redwption,” “- -I2rfroorditrniy Opt!oiorlnl &edetip/loti,” and ‘?--Mmzdntory Redettlption; Delemritm tiorr0.f 

Paymelit: of the rlncipat o f  and interest on the Bonds Tvheni due will be fnsured as of the Conversion Date by financial 
guaranty insurance o k i e s  rssued by Ambac Agsucance Cor omat on (“.Ambac Assurance” or the “Bond Xnaurer’’), which were 

The Bonds are registered in the name of Cede e? Go., as registered owner and nominee for The Depository Tmst 
Corn any (L’D‘J‘C‘l)I New York, New York, DTa wilI act as securities depository. Except as described herein, purchases of 
L*ene&&l ownership fnterests in the Bonds wjJl be made in hook.entry o d  form In denominations o f  $5,000 and integrd 

Purchasers will not receive certificates representing their beneficid intcrcsts jn the Bonds. See the Information contained under 
the  captlon “Summary of tlic Bonds‘-13ook.R1ltry.Only S #ten” In the 2007 Official Statcment, The prlnci d of‘, premium, if 
any, and interest on the Bonds will be paid by Deutache $an& Txt is t  Company Americas, as ’fiustee, to C e x  6’ Go,, as long t s  
Cede f3 00, is thc registered owner of the Bonds, I)isbursement of buch paynlente to the DTC Partfdpanta is the responsibll~ty 
of DTO, and dlsbursement of such paymento to  the wchasers of beneficial osmerslifp interests i s  the xeaponsjbjlity of DT‘C’8 
Direct and Indirect Participants, a$ more fully descrged In the 2007 Official Statement, 

[mXnDilf(y. 

h u e d  sjmukaneouiy with the origiual issuance of the Ron Jk4 s on ay 24, 2007, 

multiples thereof; povidr;$ that one Trimble Courity Bond may be in the Y enomination of, or Include an addltional $2,000, 

, 

Price: 100% .---- 
The Rondo are reoffered aubjecf: PO prior d e ,  to withdraivid or modification of the of€er without notice 

however, that nny nuch notice of vtjthdrawal must be given 110 later than che Rirainesa Day prior to the 
the approval o f  certain legal matters by Stojl Keenon Ogdcn X”JX3, I,ouisvilie, Kentucky, Bond 
other iegal mattcra by Joncs Day, Chicago, Illinois and Jolni R, McCall, Esq., Bsecutive Vice 
Corporate Secretary and Chief Compliance Offker of the Company, and by \VJnston @ Sfiawn LLP, Chicsgo, Illinois, counsel 
to the Reinarkating Agent, and certain other conditions, I3 is expected that the Bonds wlJl be avaflable for Iedelivezy to DTC in 
New York, New Y’ork on or about Aprll3, 2008, 

Lehman B r o t l ~ m  
, Dated: March a$’, 2008 ‘ 

, I  
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Allncliiucnt to Rorpor~sc lo Qucslio,i No. AG 2-2(2) 
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Atbough 

2000 SERIES A MERCER COUNTY BONDS 
VAR I AB L,E I NT E R EST RATE C ALC U I. AT I 0 N 

* 

s1i,900,000 237149 
June-I I 

G/4  
6/2 
613 
614 
616 
016 
617 
618 
6/9 

6/1 0 
Of11 
GI1 2 
6/13 * 

6/14 
611 6 
6/16 
GI1 7 
611 8 
611 9 
6/20 
612 1 
0122 
6/23 
6/24 
6/26 
6126 
6127 
6120 
6/29 
8/30 

AVG MON RATE 
JUNE NTEREST 

0.4 600 
0.1600 
0,1800 
0.1c300 
0.1500 
0,1600 
0.1800 
0,1400 
0,1400 
0.4400 
0.1400 
0,1400 
0,4400 
0,1400 
0.1 300 
0.1300 
0.1300 
0,1300 
0. I 300 
0. 1 300 
0,1300 
0.4 100 
0,1100 
0-1 I 0 0  
0.1 IO0 
0.4 100 
0.1 I00  
0.1 400 
0,0900 
0,0900 y 
0.132 

60.55 
56-66 
56.55 
56.66 
66.65 
firs,55 
56.66 
49.48 
49.48 
48/48 
4048 
49,40 
49.48 
49,48 
45.95 
45.95 
46.05 
45.95 
45.96 
45.95 
45.95 
38.138 
38.88 
38.88 
38,88 
38.88 
30.08 
3888 
31.81 

S;\Ronds - Vartab!a’Rate\DIS@ REQs and RATESWU 2000 Mercer $12,9in,xls 
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2002 SERIES C CARROLL GOUNTY BONDS 
(36 DAY) DUTCH AUCTION RATE CALCULATION $96,000,000 237188 

June41 

i 

E l l  
GI2 
613 
GI4 
GIG 

617 
618 
619 

611 0 
611 I 
611 2 
GI1 3 
6114 
GI1 5 
611 6 
611 7 
6/18 
6/19 
6120 
GI2 1 
6122 
6123 
0124 
6125 
6126 
6127 
612 8 
6129 
0130 

6i6 

AVG MON RATE 
JUNE INTEREST 

AVG INT RATE -YTD 

0.2220 
0,2220 
0.2220 
0,2220 
0.2220 
0,2220 
0.2220 
0.2220 
0.2220 
0,2220 
0.2220 
0.2220 
0.2220 
0.2220 
0.2220 
0.2220 
0.2220 
0.2220 
0,2220 
0,2220 
0.2220 
0,1000 
0.1 800 
0,1800 
0,1800 
0.1800 
0.1800 
0.1800 
0.1800 
0.1000 

0,209 

0.316 

692.00 
592.00 
692.00 
692,OO 
592.00 
592.00 
592.00 
692,OO 
692.00 
592.00 
692.00 
592,OO 
692,00 
1392,OO 

. G92.00 
1392.00 
592.00 
592,OO 
692,OO 
592.00 
592.00 
480;OO 
480.00 
480,OO 
480,OO 
480.00 
480,OO 
400.00 
480.00 

@ S:\Bor\ds .. Varlable Rate\DISB REQs and RATES\KU 2002 Carroll C $96tn.xis \7 



1 i 
2004 SERIES C, CARROLL COUNTY BONDS 
(35 DAY) DUTCH AUCTION RATE CALCULATiON 

1 2371 92 $50,000,000 
Jutie-IO 

0/1 0.1 800 246.68 
612 o.iaoo 246.68 
613 0,1800 246.68 
6/4 0.1800 246.68 
616 0.1800 246.60 
6/6 0,4800 216.58 
6t 7 0.1800 246.68 
6/8 0.1000 . 219‘18 
619 0.1600 219.18 

6/1 0 0..1600 219.18 
611 I 0,1600 218,lB 
611 2 0.4600 219.’18 
611 3 0,1000 219.1% 

611 5 0.?500 206,48 
6/16 0.1600 205.48 
611 7 0.1600 206.48 

6/14 O.,I600 249.18 

6/18 O.’t600 206.48 
611 9 0 , IGOO 205.48 
6/20 0,1600 206.48 
6/2 1 0.1600 206,48 
6122 0.1500 206.48 
8/23 0.l600 205.48 * 

6/24 0.1500 2 0 u a  
6/26 0.1 GOO 206,48 
612 6 0.1500 205.48 
6/27’ 0,1600 205.48 
6/28 0.1600 205.48 
6/29 0.1000 1315.99 
6/30 0,1000. I /  136.90 

, $6,4?0.06 21 
AVG MON RATE 0. I60 
JUNE INTEREST 

AVG IN’I’ RATE .. YTD 0.204 

S:\Bonds .. Variable Ratee\DISB REQs arid RATESKU 2004~Carrol1$5Oin,xls 



Atlnchitienl to Rcspoiise to Qiicsllon No. AG 2-2(2) 
Psge 19 of 25 
Arbotlgll 

I 
2006 SERIES B CARROLL COUNTY RONDS 
VARIABLE INTEREST RATE GALCU1.ATION $S4;000,000 237199 

JUtl-11 1 .  

811 
(512 
613 
814 
615 
616 
617 
(518 
SI9 

011 0 

611 2 
611 3 
611 4 
611 5 
611 8 
611 7 
611 8 
011 9 
6120 
8121 
6/22 
6/23 
6/24 
6/25 
6/26 
6/27 
6128 
6/29 
6/30 

611 I I 

( 
I 

AVG MON RATE 
JUNE INTEREST 

AVG iwr RATE I YTD 

0,2200 
0.2200 
0,1800 
0.1800 
o.1aoo 
O.,I800 
0,1000 
0,1000 
0,1800 
0,1600 
0,4600 
0.1000 
0,1600 
0.1600 
0.1600 
0.1600 
0,4600 
0.1600 
0.1600 
0.1500 
O.IGO0 
0,1600 
0.1600 
0,1400 
0,1400 
0.1400 
0.1400 
0.1400 
0,1400 
0,1400 I /  

326.48 
3215,48 
266.30 
206.30 
266.30 
286,30 
266,30 
266.30 
266.30 
236.71 
23671 
236,71 
236,71 
236.71 
236.71 
236.71 
221.92 
221.92 
221.92 
221,02 
221 '92 
221 $2 
221.92 
207'12 
207, I 2  
207.52 
207,12 
207,'12 
207.12 
207,'lZ 

'I $7,175.34 31 7 
0.1617 

0.2601 

\ 4 



Jtnia-I I 

611 
61% 
813 
614 
615 
616 
617 
618 

. 619 
6/10 
611 1 
GI12 
6/13 
6/14 
Oil6 . 
611 6 
611 7 
6/18 
6/19 
6/20 
6/21 
6/22 
6/23 
GI24 
0126 
6/26 
6/27 
6/28 
6/29 

2008 SERIES A CARROLL COUNIY BONDS - 

VARIABLE INTEREST RATE CALCULATION 
$77,947,405 

0-21 
0.q6 
0.16 
0,16 
0,16 
0'16 
0.16 
0.16 
0.16 
0.96 
0.?6 
0.16 
0.16 
0.16 
0.16 
0.95 
0.16 
0.l6 
0.56 
0.16 
0,lti 

.0.15 
0.1 6 
0.1 6 
0.16 
0,16 
0.1 6 
0:IG 
0.15 

237f03 

410.40 
341 ,c39 
341.69 
341.63 
34 1,69 
341.60 
311.69 
341.69 
341.69 
341.69 
31 169 
341,69 
341.69 
341,69 
341,60 
320'33 
320.33 
320.33 
320.33 
320.33 
320.33 
320.33 
320.33 
320,33 
320.33 
320.33 
320.33 
32033 
320.33 

0,IO 1 21 3.86 
$9,930.29 ' / 6130 

AVG MON RATE 0.155 
JUNE INTEREST 

AVG INT RATE -YTD 0.264 I 

S:\Bonds - Varlable Rate\\DiSB REQs and RATES\KU 2008 A Carroll $77.9,xls 
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Pdce per 2015 Bond: 99,650% plus accrued jntcrest, If my, &om Novcmbey 14 2010. 
Pdcc per 2020 Bond: 99.622% plus ziccrued interest, if any, @‘om N o ~ e m b c ~  16,2010 
Prkc pel* 2040 Rontl: 98,915% plus accrued Interest, if any, fma Noyembw 16,2010 

TheBoudshavenot been xcgisterediludcr ttieSeewlties Act of1933, ns amended (fbe “Scc1Irities Act”),oranystate 
securities 1aws. Accordingly, the Bands tu6 being offered and sold only to “qualified iostitutional buyers’’ in accordnnce 
with Rule 144A under the Secu$bs A d  and outsido the United SfRtei to Uon-IJ.S, pexsons h accordtmce wfth 
RXiegdation S under th8 Securities Act, PJospective purchasexs that a& qualified Inslitddond buyers ore hereby noflfkd 
Uiat ihs seller of the Bonds may bo &hg on the exemgtion from the provisions of Sectlou S of the Securities Act 
pxovided by Rule 144A. For n description of cext8in restricUans on transfers of the Boiids, see L‘zITausfer Restzjctions” and 
“phl o f  Disttibqtion!’ The Bonds WDl liot be listed on my sccudttas excllange. 

Wewilf enter into a registratIan rights agr&mentpursuant to which vrewlll agrm tofilenxe@ikation statement Wit11 
the U.S. J’ectidtles aidExcl~nng8 Commbsion relnting to an offcr to exchatigc tlieBonds fox publicly tradable secud8& 
hRvfng substsuitidly fdentlyl fernis. See ”Rcgistrfitton Rights Agreement’’ for R cfescdption of this co~nmilrnent~ 

Ths lhftld purchasers ex&t to dellver the Bonds to p~ircl~ascr~ jn book-entry f o p  only fhcougl~ trio facjlifies Of ThS 
DeposituJry %ust Company (“DTC”) and ifs participants, on or about November 16,2010, 

\ 
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ACCRUED INTEREST 

ORACLE ACCOUNT #237000 through ACCOUNT #237199 

GIL ACCOUNT BALAtdCE ($9,960,993.23) R2 
Supporting Balance ($9,960,99323)- p*2 

$0.00 rounding dtfference Recon c 11 i ng 1 tein s 
r. 1 

Tills account Is used for Ititerest 011 lioncis payable and interest on swaps, it is tlot 
UnCOIlitnon to fiavo penny roiitidltig dlfFerencss when calculating Interest accruals. 

Low Risk account - due Mth work day of month followhg quarter end, 

* -1 SOURCE OF NUMBERS: 

A. 
B, Support for JO4I-0110 

Oracle Report - GIL Accouiit Analysis 

GENERAL RECONCILIATION PROCEDURES 
Reconciliation: 

I .  Compare the G k  balancos fo the supportt~!g spreadsheet for JO41-0110. 

Generally, flow are discrepancies resolved? 
Revlow the account analysis for activity posted fo tho account i n  error. 
ltivesfigafe propar accotrntlng and reverse any Incorrect entries. 

A a- 
Date 

PREPARED BY: 
Karen billahan, Senlor Accowtlng Analyst 

a\ 
P:\t3S Acct Recons\Reconc~llatlons~O11\06.June~U\237 - KU ACCR lNT - BONDS 08-3041,xfsx(l<U 237000-1 09) 
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ri(tncliiiieiil Lo Rcspor~sa lo Qiiestbi nlo. AG 2-2(2) 
Paao 27 of25 

Motley Pool Statetiisnfs -June 2011 
POOL * KU 

( Date 

Beginning balance 
06/01/11 
06102111 
06/0311 I 
06lO411 I 
06/0511 I 
06/06/11 
0610711 I 
0610811 I 
0810911 1 
0611 011 1 
0611 111 1 
0611211 I 
0611 311 7 
06/14/1 I 
0611 511 1 
06/IEs/l1 
0611 711 I 
0611 811 I 
OBI1 911 1 
06/20/1 I 
06/21/11 
06l22111 
06/23111 
0612411 1 
0612511 I 
06/26/11 
06/2711 I 
0612811 1 
06/29/1 I 
06/30/1 I 

Debit 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

0.00 

0.00 

Credlt 

0.00 
0.00 
0.00 
0.00 
0,oo 
0.00 
0.00 
0.00 
0,OO 
0.00 
0,OO 
0.00 
0,OO 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

0.00 

Aii;o\lgll 

Balance 

$O,OO * 
$0.00 
$0.00 
$O*OO 
$0.00 
$0.00 
$0.00 
$O,OO 
$O,OO 
$0.00 
$0.00 
$O*OO 
$O,OO 

$0.00 
$O,OO 
$0.00 
$0.00 
$0.00 
$O,OO 
$0.00 
$0.00 
$O,(IO 
$0.00 
$0.00 
$0'00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

$o,oa 

AVG 
Debt 
Rate 

0.1600% 
0.1600% 
0.1G00% 
0,1600% 
O,l000% 
0,1SOO% 
0.1600% 
0.1600% 
0.1600% 
0.1600% 
0.1000% 
0.1600% 
0.1600% 
0.1600% 
0.1600% 
0,1600% 
0. f600% 
0,1600% 
0.1600% 
0.1600% 
0.1600% 
0.1600% 
0.4 600% 
0.1600% 
0.1600% 
0.1600% 
0,1600% 
0.1600% 
0.1600% 
0.1600% 

Interest 

$0.00 
$O,OO 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$O,OO 
$0.00 
$0.00 
$O,OO 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$O,OO 
$0.00 
$0, 00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

V:\ENERGY\LKC & LKE\LKC (Co, 0004)\Account Analyses - LI<C\Cash ManagementEOI 1Y2011-06\ 
Money Pool Statements - June 201 I .xIsx 
POOL - KU 7/7/2011 JJy 

2:19 PM 



FOR A 
XENTUCKY UlltlIlCS COHPNM 

AIIALYSIS OF W E  EMDEDDED C08T OF CAPITAL AT 
i.tryt.1,2311 

Realalad 10rLn6tl dtbl d l~tcunlbon FAWO & bdJd$ltd LO fGGb bod cOfn~lllnIUnlfCC5 

1.62655 
1.6zMN;fa 
3.250); 

i.O2EEO# 
6.116% 

6.1251)OiS 

. p.25 $ 46,743 S W , U O  B S 227,W 
@,e24 b 239,139 
2,%W b 28.620 4.184 

1,140 p.?S 2.4W b 
7ScO b 

2t850 p'25 12,744 
p. 22 
p. 21 
p" 22 %it4 p.23 i?,W 
p. 21 73.658 p.25 1a,ovj 4@3,138 0 

p. 22 4 7 S O  658,Q@ e 
p, 22 ;u.342 
p. 21 10,072 
p . 2  34.4co * 951226 

p" 12 $ 4,lM p.26 =,m 

. p 23 105,013 6p5,493 0 

- p.25 201.033 

4,494,101 
176.9017 

I0,654,740 
189.000 

271.260 
38.892.82a 
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KENTUCKY UTILITIES COMPANY 

Response to Attorney Gerieritl’s Supplementst1 Data Requests Dated August 18,201 1 

C R S ~  No, 2011-00161 

Questioii No. 3 

Witness: Daniel IC Arboiigh 

4-3. For the four quarters ending June 30, 20 1 I ,  please provide: 

(1) a calculatioii detailing the Company’s cost of short-term debt; 

(2) all data, work payers, and soLirce documents, and calculations used in computing the 
short-term cost rate; 

(3) all details, includiiig calculations, amortization tables, and work sheets, related to the 
cost of short-term debt; and 

(4) copies of all debt cost documents, work papers, and data in both hard copy aid 
electronic (Microsoft Excel) formats, with all data and formulas intact. If this 
information has been provided in response to another data request, please indicate the 
appropriate data request number, the document title, and the page number(s). 

A-3. (1) Please see the attaclment on CD in the folder titled Question No. 3. 

(2) The monthly cost-rate of  the Money Pool short-term debt is derived fiom the rates for 
high-grade unsecured 3 0-day coniniercial paper of major corporations sold though 
dealers as quoted in The Wall Street Journal (the “Average Composite”) on the last 
business day of tlie prior calendar month. See attached example of the Wall Street 
Journal rate as of June 30 used to calculate July’s interest. Also see the attached 
documents on CD in the folder titled Question No, 3, which include the rate for each 
month. 

(3) The monthly short-term balance was determined using the month-eliding balance. 
The calculation is based on the prior ending day Money Pool balance plus or minus 
the current day borrowing or repayment. See attached documents on CD in the folder 
titled Question No, 3, which include tlie monthly short-term debt balances and show 
how tlie balance is calculated. 

(4) The attachments to the above sub-parts contain the calculations of tlie cost. Please see 
the response to KIUC-1 Question No. 9 for a copy of the debt documents. 
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Money Rates 
Flnd Hislorical Uala WHh'l'S TtllS? 
'Wtrstlay, Jirnc 30, 2011 
INFLA'I'ION 
GO TO: Itileritnllonal Ratos 1 U S  Govorniiioiil ratos I Socontlary Markot j Ollior shorl-torn1 ralos I Wookly Survoy 

US. coiisiiiiior prlce liitlex 

Mny Ilitlox love1 

225.064 

224.634 
I 
I 

All Ilenis 

Core 
INTERNArIONAI, ItA'1'ES 

Yo CHG FROM 

Alvll '11 May ' 10  

GO TO: Iiillalion I U.S Govornmont ralos I Socor!t!q Market I Ollior sliort4oriii r; .-s I Wookly Survey 

Prlme rates[ U.S. Effocllvo Dale: 12/1612000 1 

1J.S. 

Canada 

Euro zone 
Japan 

Switzgrtand 

Urltaln 

Australla 

Ovornlglrt reliiirchase 

U.S. 

U.K. (BBA) 

Euro zone 
U . S  GOVERNMENT I-IA'i'ES 

Latost 
3.26 

3.00 

1.26 

1.476 

0.60 

0,60 

4.76 

Wk ago 

3.25 

3.00 

1.25 

1.475 

0.55 

0.50 

1.75 

Latest Wk atJo 

0.03 I 0.08 

0.646 I 0.528 

0.97 J 0.90 

GO TO: tiiflnllon I Interciailonal Rates ( Socotitlnry rrlarkot I OLfior short-torot rates I Weekly Sirrvoy 

Dlscoritit [ Effocllvo Ditto: 211912010) 

Foderal fuiids [ Effoctlvo Dale: 1211612008 1 

Latost 
0.76 

Latest 
0.07 

0.0.26 

0.3750 

0.0100 

0.0500 

O . l G O 0  

Wk ago 

0.75 I 

Wk ago 

0.00 

0-0.25 

0.37GO 

0.0500 

0.0500 

0. lOOD 

0.5 

0.2 

62-WEEK 

Hl~h 
3.26 1 
3.00 1 

1.475 1 
0.89 I 
0.60 I 

1.25 1 

4.75 1 

62-WEEK 

HI$\ 

0.570 

1.59 I 

62-WEEK 

HlfJh 

0.75 I 

62-WEEK 

tKgh 

0.22 

0.025 

0.5000 

0.1600 

0.2200 

0.3125 

3.G 

1.6 

Lovr 

3.25 

2.60 

1 .oo 
1.4176 

0.51 

O.GO 

4.50 

LOW 

0.02 

0.495 

0.33 

Low 

0.75 

LOW 

0.05 

0.0.25 

0.3125 

0.0100 

0 0500 

O.OOO0 

Tronsiiry 1)111 aiictloii [ Auclloii Balo: G13012011 1 



Allncl~iiiciil lo  Rcslioiise In Qiics\ioti No. AG 2-3 (2) 
Pngc 2 01'5 
Arbotigh 

d weeks 

13 weeks 

26 weeks 
FREDDIE MAC 

LatO6t Wk ago 

0,006 0.005 

0.026 0.035 
I I I 0.096 1 0.100 

SECONDARY MAHI(E1' 
GO TO: Itrflatloir I Itilormllotial Ratos I U S  Govotiiirlotit ralos I Olhor short-lorill mfos I Weokly SriWoy 

Freddie Mac 

30.year inortgago yloIrls 

30 days 

BO days 

Fannle Mae 

30.yoar inortgage yleltls 

30 days 

GO days 

Baiikers accoplailce 

30 days 

GO days 

90 days 

120 days 

150 days 

180 daw 

Latest 

4.314 

4.361 
I I 

Latost 
0.18 

0.20 

0.20 

0.23 

0.26 

0.33 
O'Ff-lCR St.IOiI'I'--I'EIIM RATES 
GO TO: Inffatloii I Iriternallotial RAos I U S  Govorrittiorit rates 

Wk ago 

4.211 1 
1.261 1 

Wk ngo 

0.18 

0.20 

0.20 
I 

0.23 

0.26 

0.33 

Cali ii\otioy [ Efloctlvo Pnto: 1211612008 1 

Lalost 

2.00 I 
Cotmiorclal paper 

I.atost 

Secoiidary L9arkol I Weekly Survey 

Wk ago 

2.00 I 

Wk nuo 

30 lo 40 days 

d l  lo 50 clnys 

GO lo 74 days 

75 to 89 dnys 

I 0.0G ! 1.. 

i 0.05 .. t 

0.40 i .., j 
0.10 I 0. { 

High 

0.175 

0.1DO 

0.225 

... 

... j 

62.WEEK 

4.857 I 
4.916 I 

52-WEEK 

0,45 

0.50 

0.55 

0.65 

0.75 

0.80 

62-WEEK 

2.00 I 

62*WEEI< 

! .". , 
... I 

.. j 
I .. : 

LOW 

LOW 

LOW 

Low 

Low 

LOW 

0.005 

0.026 

0.065 

.,~ 

... 

3.503 

3.038 

0.17 

0.20 

0.20 

0.23 

0.25 

0.33 

2.00 

, .  

,.. 
.." 



Altnclinicnt lo Rrs~ioiisc Io Question No. ACl 2-3 (2) 

I 

90 to 119 days 

120 to 149 days 

150 Lo 179 days 

180 Lo 209 days 

210 lo 239 days 

240 to 270 days 

Doalcr corriinarclal jiajier 

30 days 

GO days 

90 days 

Errro colmerclnl pnpor 

30 day 

Two motilli 

Three  nionlh 

Four monlh 

Ftve titonlh 

Six month 

LotitJon Inferbarik offeretl rate, or Llbor 

Orlo rnonlh 

Ttims month 

Six iiionlh 

I One yoar 

New York Punrliiig Rato 

One monlh 

Tliree nionih 

Llbor Swaps (USO) 

Two year 

Three ycor 

I'lvo year 

Toit year 

20 year 

0.12 

0.14 

0.18 

0.17 

0.19 

0.21 

Latest 

0-16 

0.17 

0.20 

Latost 

ti.q. 

11.q. 

1.31 

1.36 

1.46 

1.54 

Lalost 

0.18666 

0.24676 

0.307 I 6  

0.73360 

Latest 

0.1863 I 
0.2602 1 

Latest 

0.700 

1.130 

2.028 

3.272 

3.813 

..I f 
e.. I 
... I 
."" I 
... 
* * '  I 

Wk ago 
0.1F 

0.17 

0.20 

Wk ago 

r1.q. 

n.q. 

1,28 

1.35 

I A5 

1.54 

Wk ago 

0,18580 

0.21650 

0.39576 

0.7 2 7 2 6 

Wk suo 

0.1863 I 
0.2037 I 

Wk ago 

0,018 

0.063 

1770 

3.036 

3.735 

... I 

.". I 

62.WEEK 

High 
I 

0.35 I 
0.43 1 
0.53 1 

62-WEEK 

Hi911 

n.q. 

11.q. 

1.32 

1.30 

I .47 

1.67 

62.WEEK 

HIoh 

0.31750 1 
0.63303 

0.75100 I 
1.17313 I 

6Z-WEEK 

Hluli 

0.3003 1 
0.5880 I 

62.WEEK 

t111111 

1.046 

1 .G33 
2.6 1.1 

3.029 

1.431 

... 

.,. 

.. 
. I .  

... 

Low 

0.15 

0.W 

0.10 

Low 

n q  
n.q. 

0.56 

060 

0.60 

0,77 

Low 

0.18530 

0.21500 

0.39325 

0.72025 

Low 

0.1713 

0.2428 

Low 

0.171 

0.070 

1 308 

2.480 

3.033 



‘Altncliiiiciit to Res~iotisc to Qucsiioii No AQ 2-3 (2) 
‘Pngc.1 o f 5  

30 yeer 

Euro Libor 

One month 

Tlireo nioiilli 

Six rnonlli 

One ycor 

Euro I i i lcr lmk offcrotl rale 

Oiie nionllr 

Three nionlti 

Six tiionlli 

One year 

HlLor 

One monlh 

Three month 
SIX rnonlli 

One year 

Corllflcalos of Deposlt 

O m  iiioiklh 

Three nionlh 

Six Monlh 

Euroclollars (tnitl rates) 

One nionlh 

Tvro niotilti 

Three iiionlh 

Four nionlh 

Five iiioiilh 

SIX lll0lltll 

Noles 

4.073 I 

latost 
1.281 

1.441 

1.Y68 

2.138 

Latest 

1.326 

1.647 

1.788 

2,101. 

LRtOSt 

0.200 

0,260 

0.311 
0.641 

Latost 
0.180 

0.200 

0.310 

LATEST 

Offor 

0.12 

0.12 

0.16 

0.20 

0.25 

0.30 

Bid 

0.25 

0.25 

0.30 

0.35 

0.10 

0.60 
on 

3.077 I 

Wk R ~ O  

1.270 

l.4G9 

1.728 

2.118 

Wk auo 
1,312 

1.526 

1: ,771 

2.147 

Wk aUo 

0.200 

0.260 

0.310 

0.640 

Wk R ~ O  

0.100 

0.200 

0.310 

* Arbough 

62-WEEK 

High 

1.281 

1.101 

1.758 

2.138 

Wk ago 

0.10 

0,IQ 

0.23 

0.28 

0.33 

0.110 

62-WEEK 

High 

1.326 j 
1.517 1 
1.788 I 
2.173 I 

62-W E E I( 

tiigh 

0.524 1 
0.671 1 
0.690 I 
1.040 I 

62WEEK 

Hlgh 

0.350 

0.530 

0.760 

62-WEEK 

Hlgli 

0.40 

0.45 

0.55 

0.GG 

0.60 

0.68 

Low 

0.461 

0.7-10 

1.013 

1.205 

LOW 

0.605 

0.782 

I .05G 

1.320 

Low 

0.111 

0.190 

0,240 

0.689 

Low 

0.160 

0.180 

0.260 

Low 

0.10 

0.10 

0.23 

0.28 

0.33 

0.40 
rlaln: 

U.S. iirlitie mto Is elfecliue Decenibe! 10, 20013. Dlscoriiit rato Is offeclive rebWary IO, 2010 U.S. Irrltlio fa10 Is 1110 base ralo on corporate loans posted by at 
leas1 70% of lhe 10 lafgcst U S  banks; Ollior prlnie ratos aren’t dlrecUy comparable; lendlng praclices vary \*idely by locntlon; Olscotitil rat0 Is tlie charge on 
loans lo clep.xllory Ins(i(utions by tho N e w  York Federal flcservc Danhs; f:etleral.ltintla rato Is on rcseives traded among conimetclal hanks for overnight use In 
arnoiints of $1 mllllon or iiiore; C ~ l l  iironoy rate Is the charge on loans lo biokois oii stW-exclian~c collaloral. Dealer coiniiierclal ~ial ior rates are for hlgli. 
grade utisccured tkolos so!d tiiiouyh dealers by rna;or corporalioi\s I Ibot Is IIid ilrilisti Oaiiticrs‘/tssoclaltoii average 01 iri1erbai)k olfcted rales for dollar deposl~s 
in ttie london markel, I.lhor Swps quoted are rnld.markel, senil-aiinual swap ratos and (my llie floalino 3 nlonlli Llbor rale 
Sowcos: Mcriill Lynch, bureau of Labor Slatlsllcs; SIX Tclekurs; General 8lec;tric Capital Corp ; ICRP plc, Tullclt f’rebon Ififoritlolion, Ltd 



WEEKLY SURVEY 
GO TO! Inflalioi, I Irilorr~allonal Rates I U S  Govorniliottt talos 1 Socoirtlary Markot 1 Ollior short-lorin 
Tliurstlay, Juiio 30,201 1 

Frotltlle Mac 

16 year fixed 

Five.ycar ARM 

Sourco: Fred& Mac 
O I W - Y ~ X  ARM 

Lnlesl 

4.61 1 
3.69 1 
3.22 1 
2 3 7  1 

62-WEEK 

Wk suo Year n ~ o  

4.50 4.5B 

3.G9 4.04 

3.26 I 3.79 

2.90 1 3.00 



At(achrnent to Response to Question No. AG Q-2-3(3) 
Page 1 of 12 

Arbough 

Money Pool Statements 
POOL - KENTUCKY UTILITIES 

Date 

Beginning Balance 
07/01 / I  0 
07/02/10 
0710311 0 
07/04/10 
07/05/10 
07/06/10 
07/07/10 
07/08/10 
07/09/10 
0711 011 0 
0711 1 / I  0 
07/12/10 
0711 311 0 
07/14/10 
07/15/10 
0711 611 0 
071 1 71 1 0 
0711 811 0 
0711 911 0 
07/20110 
07/21/10 
07/22/10 
07/23/10 
07/24/10 
07/25/10 
07/26/10 
07/27/10 
07/28/10 
07/29/10 
07/30/10 
0713 1 / I  0 

Debit 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

15,780,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 

47,570,000.00 
0.00 
0.00 
0.00 
0.00 

24,830,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 

Credit 

1,916,000.00 
2,596,000.00 

0.00 
0.00 
0.00 

4,000,000.00 
2,248,000.00 
5,314,000.00 
4,234,000.00 

0.00 
0.00 

4,362,000.00 
7,940,000,OO 
5,295,000.00 

0.00 
9,120,000.00 

0.00 
0.00 

2,215,000.00 
2,249,000.00 

0.00 
70,255,000.00 
2,160,000.00 

0.00 
0.00 
0.00 

3,318,000.00 
6,583,000.00 
4,613,000.00 
4,458,000.00 

0.00 

88,180,000.00 82,876,000.00 

Balance 

($84,053,954.00) * 
($82,137,954.00) 
($79,541,954.00) 
($79,541,954.00) 
($79,541,954.00) 
($79,541,954.00) 
($75,541,954.00) 
($73,293,954.00) 
($67,979,954.00) 
($63,745,954.00) 
($63,745,954.00) 
($63,745,954.00) 
($59,383,954.00) 
($51,443,954.00) 
($46,148,954.00) 
($61,928,954,00) 
($52,808,954.00) 
($52,808,954.00) 
($52,808,954.00) 
($50,593,954.00) 
($48,344,954.00) 
($95,914,954.00) 
($85,659,954.00) 
($83,499,954.00) 
($83,499,954.00) 
($83,499,954.00) 

($1 08,329,954.00) 
($1 05,011,954.00) 

($98,428,954.00) 
($93,815,954.00) 
($89,357,954.00) 
($89,357,954.00) 

5,304,000.00 

AVG 
Debt 
Rate 

0.3500% 
0.3500% 
0.3500% 
0.3500% 
0.3500% 
0.3500% 
0.3500% 
0.3500% 
0.3 5 0 0 % 
0.3500% 
0.3500% 
0.3500% 
0.3500% 
0.3500% 
0,3500% 
0.3500% 
0.3500% 
0.3500% 
0.3 5 0 0 % 
0.3500% 
0.3500% 
0.3500% 
0.3500% 
0.3500% 
0.3500% 
0.3500% 
0.3500% 
0.3500% 
0.3500% 
0.3500% 
0.3500% 

0.3500% 

July 2010 

Interest 

($798.56) 
($773.32) 
($773.32) 
($773.32) 
($773.32) 

($712.58) 
($660.92) 
($619.75) 
($619.75) 
($619.75) 

($500.15) 
($448.57) 
($60209) 
($513.42) 
($513.42) 
($513.42) 
($491.89) 
($470.02) 
(5932.51) 
($832.81) 
($81 1.81) 
($81 1.81) 
($81 1.81) 

($1,053.21) 
($1,020.95) 

($956.95) 
($91 2.1 0) 
($868.76) 
($868.76) 

($734.44) 

($577.34) 

(22,370.92) 



Attachment to Response lo  Question No. AG Q-2-3(3) 
Page 2 of 12 

Arbough 

Money Pool Statements 
POOL - KENTUCKY UTILITIES 

Date 

Beginning Balance 
08/01/10 
08/02/10 
08/0~/10 
08/04/10 
08/05/10 
08/06/10 
0810711 0 
08/08/10 
0810911 0 
0811 011 0 
0811 1 /I 0 
0811 211 0 
08/13/10 
08/14/10 
08/15/10 
0811 611 0 
0811 711 0 
0811 811 0 
08119/10 
08/20/10 
0812 111 0 
08/22/10 
08/23/10 
0812411 0 
0812511 0 
08/26/10 
0812711 0 
08/28/10 
0812911 0 
08/30/10 
08/31/10 

Debit 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

26,730,000.00 
0.00 
0.00 
0.00 

1,811,000.00 
0.00 
0.00 

1 1,975,000.00 
0.00 

19,670,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

60,186,000.00 

Credit 

0.00 
3,158,000.00 
7,075,000.00 
1,900,000.00 
4,910,000.00 
5,837,000.00 

0.00 
0.00 

3,165,000.00 
3,539,000.00 
8,625,000.00 
2,731,000.00 
6,188,000.00 

0.00 
0.00 
0,oo 

9,956,000.00 
6,131,000.00 
3,993,000.00 

0.00 
0.00 
0.00 
0.00 

2,430,000.00 
0.00 

5,493,000.00 
3,448,000.00 

0.00 
0.00 

3,611,000.00 
7,054,000.00 

89,244,000.00 

Balance 

($89,357,954.00) * 
($89,357,954.00) 
($86,199,954.00) 
($79,124,954.00) 
($77,224,954.00) 
($72,314,954.00) 
($66,477,954.00) 
($66,477,954.00) 
($66,477,954.00) 
($63,312,954.00) 
($59,773,954.00) 
($51,148,954.00) 
($48,417,954.00) 
($42,229,954.00) 
($42,229,954.00) 
($42,229,954.00) 
($68,959,954.00) 
($59,003,954.00) 
($52,872,954.00) 
($48,879,954.00) 
($50,690,954.00) 
($50,690,954.00) 
($50,690,954.00) 
($62,665,954.00) 
($60,235,954.00) 
($79,905,954.00) 
($74,412,954.00) 
($70,964,954.00) 
($70,964,954.00) 
($70,964,954.00) 
($67,353,954.00) 
($60,299,954.00) 

(29,058,000.00) 

AVG 
Debt 
Rate 

0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 

0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 

0.2800% 

0.2800% 

August 2010 

Interest 

($695.01) 
($670.44) 
($615.42) 
($600.64) 
($562.45) 
($51 7.05) 
($517.05) 
($517.05) 
($492.43) 
($464.91) 
($397.83) 
($376.58) 
($328.46) 
($328.46) 
($328.46) 
($536 I 36) 
($458.92) 
($41 1.23) 
($380.1 8) 
($394.26) 
($394.26) 
($394.26) 
($487.40) 
($468.50) 
($621.49) 
($578.77) 

($551.95) 
($551.95) 
($523.86) 
($469.00) 

($552.95) 

( I  5,186.57) 



Money Pool Statements 
POOL - KENTUCKY UTILITIES 

Date 

Beginning Balance 
09/01/10 
09/02/10 
09/03/10 
09/04/10 
09/05/10 
09/06/10 
09/07/10 
09/08/10 
09/09/10 
0911 01 1 0 
0911 1110 
09/12/10 
09/13/10 
09/14/10 
0911 511 0 
09/16/10 
0911 711 0 
09/18/10 
0911 912 0 
09/20/10 
09/21/10 
09/22/ I 0 
09/23/10 
09/24/10 
09/25/10 
09/26/10 
09/27/10 
09/28/10 
09/29/10 
09/30/10 

Debit Crecllt 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

12,163,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 

29,514,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 

14,978,000.00 
0.00 
0.00 

45,661,000.00 

3,221,000.00 
4,865,000.00 
2,782,000.00 

0.00 
0.00 
0.00 

8,905,000.00 
3,200,000.00 
8,350,000.00 
4,627,000.00 

0.00 
0.00 

10,494,000.00 
6,876,000.00 

0.00 
4,967,000.00 
9,298,000.00 

0.00 
0.00 

3,270,000.00 
0.00 

8,502,000.00 
2,072,000.00 
6,469,000.00 

0.00 
0.00 
0.00 

8,184,000.00 
5,350,000.00 

0.00 

102,316,000.00 101,432,000.00 

Attachment to Response to Question No. AG Q-2-3(3) 
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Arbough 

Balance 

($60,299,954.00) * 
($57,078,954.00) 
($52,213,954.00) 
($49,431,954.00) 
{$49,431,954.00) 
($49,431,954.00) 
($49,431,954.00) 
($40,526,954.00) 
($37,326,954.00) 
($28,976,954.00) 
($24,349,954.00) 
($24,349,954.00) 
($24,349,954.00) 
($1 3,855,954.00) 

($6,979,954.00) 
($19, 142,954.00) 
($14,175,954.00) 

($4,877,954.00) 

($4,877,954.00) 
(SI  ,607,954.00) 

($31,121,954.00) 
($22,619,954.00) 
($20,547,954.00) 
($14,078,954.00) 
($1 4,078,954.00) 
($14,078,954.00) 
($29,056,954.00) 
($20,872,954.00) 
($1 5,522,954.00) 
($61,183,954.00) 

($4, a7 7,954 .oo) 

884,000.00 

September 201 0 

AVG 
Debt 
Rate 

0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2 8 0 0 % 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 
0,2800% 
0.2800% 
0.2800% 
0.2800% 
0.2800% 

0.2800% 

Interest 

($443.95) 
($406.1 1) 
($384.47) 
($384.47) 
($384.47) 
($384.47) 
($31 5.21) 
($290.32) 
($225.38) 
($1 89.39) 
($1 89.39) 
($189.39) 
($107.77) 
($54.29) 

($148.89) 
($1 10.26) 
($37.94) 
($37.94) 
($37.94) 
($12.51) 

($242.06) 
($175.93) 
($159.82) 
($1 09.50) 
($109.50) 
($109.50) 
($226.00) 
($162.35) 
($120.73) 
($475.88) 

(6,225.82) 



Atlachment to Response to Question No. AG Q-2-3(3) 
Page 4 of 12 

Arbough 

Money Pool Statements 
POOL - KENTUCKY UTILITIES 

Date 

Beginning Balance 
10101110 
101021 to 
10103110 
10104110 
10/05/10 
10106110 

" 10107110 
10108/10 
10109110 
1 01 1 011 0 
10111110 
101 1211 0 
1 O i l  3/10 
1011 411 0 
I O I I  511 0 
10/16/10 
1011 711 0 
1011 811 0 
1 011 91 1 0 
10/20110 
10121110 
10122110 
1 0/23110 
10/24/10 
10/25/10 
1 Ol26110 
10127110 
10/28/10 
10/29/10 
1013011 0 
I 0131 I1 0 

Debit 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

10,238,000.00 
0.00 
0.00 
0.00 
0.00 

2,811,000.00 
0.00 
0.00 
0.00 
0.00 

2,224,000.00 
73,993,000.00 

0.00 
16,101,000.00 
6,245,000.00 

0.00 
0.00 

Credit 

1,274,000.00 
0.00 
0.00 

4,308,000.00 
3,445,000.00 
6,868,000.00 
2,180,000.00 
4,774,000.00 

0.00 
0.00 
0.00 

8,4 15,000.00 
6,959,000.00 
5,643,000.00 

0.00 
0.00 
0.00 

7,111,000.00 
10,630,000.00 

0.00 
3,734,000.00 
7,062,000.00 

0.00 
0.00 
0.00 
0.00 

6,71 I ,000.00 
0.00 
0.00 
0.00 
0.00 

111,612,000.00 79,114,000.00 

Balance 

($61,183,954.00) * 
($59,909,954.00) 
($59,909,954.00) 
($59,909,954.00) 
($55,601,954.00) 
($52,156,954.00) 
($45,288,954.00) 
($43,108,954.00) 
($38,334,954.00) 
($38,334.954.00) 
($38,334,954.00) 
($38,334,954.00) 
($29,919,954.00) 
($22,960,954.00) 
($17,317,954,00) 
($27,555,954.00) 
($27,555,954.00) 
($27,555,954.00) 
($20,444,954.00) 

($9,814,954.00) 
($12,625,954.00) 
($8,891,954.00) 
($1,829,954.00) 
($1,829,954.00) 
($1,829,954.00) 
($4,053,954.00) 

($78,046,954.00) 
($71,335,954.00) 
($87,436,954.00) 
($93,681,954.00) 
($93,681,954.00) 
($93,681,954.00) 

32,498,000.00 

AVG 
Debt 
Rate 

0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0,2500% 

0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 

0.2500% 

02500% 

October 2010 

Interest 

($41 6.04) 
($41 6.04) 
($416.04) 
($386.12) 
($362.20) 
($314.51) 
($299.37) 
($266.21) 
($266.21) 
($266.2 1) 
($266.21) 
($207.78) 

($1 20.26) 
($191.36) 
($191.36) 
($191.36) 
($141.98) 
($68.16) 
($87.68) 
($61.75) 
($12.71) 
($12.71) 
($12.71) 
($28.15) 

($159.45) 

($541.99) 
($495.39) 
($607.20) 
($650.57) 
($650.57) 
($650.57) 

(8,758.89) 
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Money Pool Statements 
POOL - KENTUCKY UTILITIES 

Date 

Beginning Balance 
11/01/10 
11102110 
11/03/10 
11/04/10 
11/05/10 
1 1 /06/10 
1 I /07/10 
1 1 /08/1 0 
11/09/10 
1~/10/10 
I l l 1  1/10 
1111 211 0 
I 111 3/10 
1 1/14/10 
1 1 I 1  511 0 
11/16/10 * 
11/17/10 
1 1 I1 811 0 
1 1 /I 9/10 
1 112011 0 
11/21/10 
11/22/10 
I 1123/10 
11/24/10 
11/25/10 
11/26/10 
’l1/27/10 
1 1 /28/10 
1 1/29/10 
11/30/10 

Debit 

2,946,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

6,547,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

5,500,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

Credit 

0.00 
Z ,725,000.00 
4,076,000.00 
4,005,000.00 
4,245,000.00 

0.00 
0.00 

3,866,000.00 
2,536,000.00 
7,100,000.00 

0.00 
1,030,000.00 

0.00 
0.00 
0.00 

92,018,461 “50 
0.00 
0.00 
0.00 
0.00 
0,OO 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

5,500,000.00 
0.00 

14,993,000.00 126,101,461.50 

Balance 

($111,108,461.50) * 
($1 14,054,461 50) 
($1 12,329,461 50)  
($108,253,461.50) 
($104,248,461.50) 
($100,003,461 “50) 
($100,003,461 30)  
($100,003,461 -50) 
($96,137,461 -50) 
($93,601,461.50) 
($86,501,461 50 )  
($86,501,461 “50) 
($85,471,461 50)  
($85,471,461.50) 
($85,471,461 30) 
($92,018,461 5 0 )  

$0.00 
$0.00 
$0.00 
50.00 
$0.00 
$0.00 
$0.00 
$0.00 

($5,500,000,00) 
($5,500,000.00) 
($5,500,000.00) 
($5,500,000.00) 
($5,500,000.00) 

$0.00 
$0.00 

(11 1 ,~08,461.50) 

November 2010 

AVG 
Debt 
Rate 

0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 

0.2500% 

Interest 

($792.04) 
($780.07) 
($751 “76) 
($723.95) 
($694.47) 
($694.47) 
($694.47) 
($667.62) 
($650.01) 
($600.70) 
($600.70) 
($593.55) 
($593.55) 
($593.55) 
($639.02) 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

($38. $9) 
($38.19) 
($38.79) 
($38.19) 
($38.1 9) 

$0.00 
$0.00 

(9 0,260.91) 

* November 1, 2010 - Beginning balance includes $17,426,507.50, accrued interest due to Fidelia 10/31/10, pald by 
PPL at merger. 
* November 16, 2010 - Kentucky Utilities money pool balance paid from proceeds of long-term debt Issuance, received 
on November 16,2010. 



Money Pool Statements 
POOL - KENTUCKY UTILITIES 

Date 

Beginning Balance 
12/01/10 
12/02/10 
12/03/10 
12/04/10 
12/05/10 
12/06/10 
12107t10 
12/08/10 
12/09/10 
1 211 Oil 0 
1 211 1 /I 0 
1211 211 0 
1214 311 0 
1211 411 0 
12/15/10 
1211 611 0 
1211 7/10 
1211 811 0 
12/19/10 
12/20/10 
1 2/21/10 
12/22/10 
1212311 0 
1 21241 1 0 
12/25/10 
12/26/10 
12/27/10 
12/28/10 
12/29/10 
12/30/10 
1 213 111 0 

Debit 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

13,550,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

2,500,000.00 
0.00 

Credit 

0.00 
0.00 
0.00 
0.00 
0,oo 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

3,050,000.00 
2,566,000.00 

0.00 
0.00 
0,OO 

16,050,000.00 5,616,000.00 

Attachment to Response to Queslion No. AG Q-2-3(3) 
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Arbough 

Balance 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

($1 3,550,000.00) 
($13,550,000.00) 
($1 3,550,000.00) 
($13,550,000.00) 
($13,550,000.00) 
($1 0,500,000.00) 
($7,934,000.00) 
($7,934,000.00) 

($1 0,434,000.00) 
($10,434,000.00) 

10,434,000.00 

December 2010 

AVG 
Debt 
Rate 

0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2 5 0 0 % 
0.2500% 
0.2500% 
0,2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2 5 0 0 % 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 

0.2500% 

Interest 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

($94.10) 
($94.10) 
($94.10) 
($94+10) 
($94. IO)  
($72.92) 
($55. l o )  
($55.10) 
($72.46) 
($72.46) 

(798.51) 
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January 201 I Money Pool Statements 
POOL - KENTUCKY UTILITIES 

Date Debit  

8eglnnlng Balance 
01/01/11 
01/02/11 
01/03/11 
01/04/11 
01/05/1 t 

01/07/11 

01/09/11 
01/10/11 
01/11/11 
01/12/11 
01/13/11 
01/14/11 
01/15/11 

01/17/11 

01/19/11 
01/20/ 11 
01/21/11 
01/22/11 

01/24/11 
01/25/11 

01/27/11 
oi/2a/i1 
01/29/11 
01/30/11 

0 110 611 1 

01/08/11 

01/16/11 

01/18/11 

0 1/23/11 

01/26/11 

01/31/11 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

5,203,000.00 
0.00 
0.00 
0.00 
0.00 

21,053,000.00 
0.00 

310,000.00 
0.00 
0.00 
0.00 

15,681,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

Credit 

0.00 
0.00 

2,400,000.00 
0.00 
0.00 
0.00 

2,000,000.00 
0.00 
0.00 
0.00 

6,034,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

1,636,000.00 
0.00 
0.00 
0.00 

13,328,000.00 
0.00 

7,717,000.00 
5,267,000.00 
4,737,000.00 

0.00 
0.00 

5,243,000.00 

42,247,000.00 48,362,000.00 

Balance 

($10,434,000.00) 
($10,434,000.00) 
($10,434,000.00) 
($8,034,000.00) 
($8,034,000.00) 
($8,034,000.00) 
($8,034,000.00) 
($6,034,000.00) 
($6,034,000.00) 
($6,034,000.00) 
($6,034,000.00) 

$0.00 
$0.00 
$0.00 

($5,203,000.00) 
($5,203,000.00) 
($5,203,000.00) 
($5,203,000.00) 
($5,203,000.00) 

($26,256,000.00) 
($24,620,000.00) 
($24,930,000.00) 
($24,930,000.00) 
($24,930,000.00) 
($11,602,000.00) 
($27,283,000.00) 
($19,566,000.00) 
($14,299,000.00) 

($9,562,000.00) 
($9,562,000.00) 
($9,562,000.00) 
($4,319,000.00) 

(6,115,000.00) 

AVG 
Debt 
Rate 

0.2500% 
0.2 5 0 0 % 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0 2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 

0.2500% 

Interest  

($72.46) 
($72.46) 
($55.79) 
($55.79) 
($55.79) 
($55.79) 
($41.90) 
($41.90) 
($41.90) 
($4 1.90) 

$0.00 
$0.00 
$0.00 

($36.13) 
($36.13) 
($36.13) 
($36.13) 
($36.13) 

($182.3 3) 
($170.97) 
($173.13) 
($173.13) 
($173.13) 
($80.57) 

($189.47) 
($135.88) 

($99.30) 
($66.40) 
($66.40) 
($66.40) 
($29.99) 

(2,323.44) 



Money Pool Statements 
POOL - KENTUCKY UTILITIES 

Date 

Beginning Balance 
02/01/11 
02/02/11 
02/03 /I1 
02/04/11 
02/05/11 
02/06/11 
02 /07/11 
02/08/11 
02/09/11 
02/10/11 
02/ 11/11 
02/12/11 
02/13/11 
02/14/11 
02/15/11 
0211 6/ 11 
02 / 1711 1 
02/18/11 
02/19/11 
02/20/11 
02/21 /.I 1 
02/22/11 
02/23/11 
02/24/11 
02/25 / 11 
02/26/11 
02/27/11 
02/28/11 

Debit Credit 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0,oo 

8,030,000.00 
0.00 
0.00 
0.00 
0.00 
0.00 

4,832,000.00 
7,525,000.00 

0.00 
0.00 
0.00 
0,OO 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

8,038,000.00 12,357,000.00 
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Arbough 

Balance 

($4,319,000.00) 
$513,000.00 

$8,038,000.00 
$8,038,000.00 
$8,038,000.00 
$8,038,000.00 
$8,038,000,00 
$8,038,000.00 
$8,038,000.00 
$8,038,000.00 
$8,038,000.00 
$8,038,000.00 
$8,038,000.00 
$8,038,000.00 
$8,038,000.00 
$8,038,000.00 
$8,038,000.00 
$8,038,000.00 
$8,038,000.00 
$8,038,000.00 
$8,038,000.00 
$8,038,000.00 
$8,038,000.00 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

(4,319,000.00) 

AVG 
Debt 
Rate 

0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 

0.2500% 

February 2011 

Interest 

$3.56 
$55.82 
$55.82 
$55.82 
$55.82 
$55.82 
$55.82 
$55.82 
$55.82 
$55.82 
$55.82 
$55.82 
$55.82 
$55.82 
$55.82 
$55.82 
$55.82 
$55.82 

$55.82 
$55.82 
$55.82 

~ 5 s . a ~  

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

9'1 75.77 
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March 201 1 Money Pool Statements 
POOL - KENTUCKY UTILITIES 

Date 

Beginning balance 
03/01/11 
03/02/11 
03/03/11 
03/04/11 
03/05/11 
03/06/11 
03/07/11 
03/08/11 
03/09/11 
03/10/11 
03/11/11 
03/12/11 
03/13/11 
03/14/11 
03/15/11 
03/16/11 
03/17/11 
03/18/11 
03/19/11 
03/20/11 
03/21/11 

03/23/11 
03/24/11 
03/25/11 
03/26/11 
03/27/11 
03/28/11 
03/29/11 
03/30/11 
03/31/11 

03/22/11 

Debit 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

0.00 

Credit 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0,oo 
0.00 

0.00 

Balance 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

AVG 
Debt 
Rate 

0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 
0.2500% 

0.2500% 

Interest 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 , 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0'00 
$0.00 
$0.00 
$0.00 
$0.00 1 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$O,OO 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

0.00 
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April 2011 Money Pool Statements 
POOL - KENTUCKY UTILITIES 

Date 

Beginning balance 
04/01/1 1 
04/02/11 
04/03/11 
04/04/11 
04/05/11 

04/07/11 
04/06/11 

04/08/11 
0410911 1 
04/10/11 
04/11/11 
04/12/11 
04 f 13/11 
04/14/11 
04/15/11 

04/17/11 
04/18/11 
04/19/11 
04/20/11 

04/16/11 

04/21/11 
04/22/11. 
04/23/11 
04/24/11 
04/25/11 

04/27/11 
04/28/11 

04/30/11 

04/26/11 

041 2 911 1 

Debit 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

0.00 

Credit 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.05 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

0.00 

Balance 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$O*OO 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

AVG 
Debt 
Rate 

0.2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 
0*2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 
0.2000% 

0.0000% 

Interest 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$o.ao 

0.00 
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May 201 1 Money Pool Statetnents 
POOL - KENTUCKY UTILITIES 

Date 

Beglnnlng balance 
05/01/11 
05/02/11 
05/03/11 
05/04/11 
05/05/11 
05/06/11 
05/07/11 
05/08/11 
05/09/11 
05/10/11 
05/11/11 
05/12/11 
05/13/11 
05/14/11 
05/15/11 

05/17/11 
05/16/11 

05/18/11 
05/19/11 
05/20/11 
05/21/11 
05/22/11 
05/23/11 
05/24/11 

05/26/11 
05/25/11 

05/27/11 
05/28/11 
05/29/11 
05/30/11 
05/31/11 

Debit 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

0.00 

Credit 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

0.00 

Balance 

$0.00 
$0'00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$O,OO 
$0~00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

AVG 
Debt 
Rate 

0.1900% 
0.1 900% 
0.1900% 
0.1900% 
0.1 900% 
0.$900% 
0.1900% 
0.1900% 
0.1 900% 
0.1900% 

0.1900% 
O..r900% 
0.1900% 
0.1 900% 
0.1900% 
0.1900% 
0.1900% 
0.1900% 
0*1900% 
0.1900% 
0.1900% 
0.1900% 
0.1900% 
0.1900% 
0.1900% 
0.1900% 
0.1900% 
0.1900% 
0.1 900% 
0.1900% 

0. i 900% 

0.0000% 

Interest 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$O,OO 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

0.00 



Money Pool Statements 
POOL - KENTUCKY UTILITIES 

Date Debit 

Beginning balance 
06/01/11 
06/02/11 
06/03/11 
06/04/11 
06/05/13. 
06/06/11 
06/07/11 
06/08/11 
06/09/11 
0 6/10/ 11 
06/11/11 
06/12/11 
06/13/11 
06/14/11 
06/15/11 
06/16/11 
0611 7/11 
06/18/11 
06/19/11 
06/20/11 
06/21/11 
06/22/11 
06/23/11 
06/24/11 
06/25/11 
06/26/11 
06/27/11 
06/28/11 
06/29/11 
0 6/30/11 

0.00 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

Credit 

0.00 
0.00 
0,OO 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

0.00 
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June 2011 

Balance 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$O,OO 
$0.00 
$0.00 
$0.00 

AVG 
Debt 
Rate 

0 1600% 
0 1600% 
0.1600% 
0.1 600% 
0.1600% 
0.1600% 
0.1 600% 
0.1600% 
0.1600% 
0.1600% 
0.1600% 
0.1 600% 
0.1 600% 
0.1600% 
0.1600% 
0.1600% 
0.1600% 
0.1600% 
0.1600% 
0.1600% 
0.1600% 
0.1600% 
0.1600% 
0.1600% 
0.1600% 
0.1600% 
0.1600% 
0,1600% 
0.1600% 
0.1600% 

0.0000% 

Interest 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$O,OO 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

0.00 





I<ENTUCICY UTILITIES COMPANY 

Respoase to Attorney Geaet’al’s Supplemental Data Reyrrests Dated August 18,201 1 

Case No. 20111 -00161 

Question No, 4 

Witness: Daniel I<. Arbougli / Cotirisel 

Q-4. 

A-4. 

Please provide copies of all preseritatjoiis made to rating agencies and/or iiivestineiit 
firms by PPL and/or the Company between Jati~iarp 1, 201 1 and the present. If this 
itiforination has been provided in response to another data request, please indicate the 
appropriate data request number, the docuiiieiit title, and the page number(s). 

Reference is iiiade to the objections fiIed on August 24, 201 1. Without waiver of these 
objections, the Company is providing copies of three rating agency presentations macle 
during 201 1 wider seal and pmsuaiit to a petition for canfideiitial protection. Also, the 
Coiiipanies are providing copies of additional presentations on CD in folder titled 
Question No. 4. 





Q-5, 

A-5 I 

KENTUCKY IJTILITIES COMPANY 

Response to Aftorney Geaerrtl’s Supplementrtl Data Requests Date(? August 18,2011 

Case NO. 201 1-001.61 

Qiiestioii No, 5 

Witiiess: Daniel I<. Arbough 

Please provide copies of all prospectuses, bank lending agreements, andor private 
placement agreements for any finalicings by PPL and/or the Company since Jatiuary 1 , 
2010, If this iiiforiiiation has been provided in response to another data request, please 
indicate the appropriate data request nuniber, the document title, atid the page nuniiber(s). 

Please refer to the attachments on CD in the folder titled Question No. 5 cotiiaiiiiiig the 
prospectuses for KU atid PPL. Copies of the $400 million revolving line of credit 
agreement and aniendmeiit, and the $1 98 millioti letter of credit facility have previo\isly 
been provided it1 response to KIIJC-1 Question No. 9, 





ICENI'IJCICY UTIL,ITIES COMPANY 

Response to Attorney General's Suppleniental Data Requests Dated August 18,2011 

Cnse No. 2011-00161 

Question No. 6 

Witness: Daniel IC. Arbough 

Q-6. 

A-6. 

Please provide copies of credit reports for PPL and/or the Coinpaiiy from the major credit 
rating agencies published since January 1, 2010. If this inforrnatioii has been provided in 
response to another data request, please indicate the appropriate data request tiuniber, the 
document title, aiid the page number(s). 

Certain of the Company's ratiiig agency reports were provided in response to KPSC- 1 
Question No. 16. All additional rating agency reports since January 1, 201 0 are attached 
on CD in the fo'older titled Question No. 6. 





ICENTUCICY UTILITIES COMPANY 

Respoiisc to Attomey General’s Supplemental ]>;ita Requests Dated August 18,2011 

Case No. 2011-00161 

Question No. 7 

Witness: Daniel IC, Arbough 

Q-7. Please provide the corporate credit arid boiid ratings assigned to PPI, and the Coinpany 
since the year 2006 by S&P, Moody’s, and Fitch. For ally change in the credit and/or 
bond rating, please provide a copy of tlie associated report. If this inforination has been 
provided in response to another data request, please indicate the appropriate data request 
iiiiniber, the docunient title, and the page nuniber(s). 

, 

A-7. The S&P corporate credit rating for PPL Corporation was dowiigraded from BBB+ tu 
BBB 011 March 2, 201 1. PPL’s corporate credit rating was upgraded from BBR to BBB-t 
on October 27,2010. Prior to the October 27,2010 upgrade, PPL’s corporate credit rating 
had been BRB since before 2006. 

The S&P corporate credit rating for K1.J was downgraded from BRB+ to BRB 011 March 
2, 201 1. KU’s corporate credit rating had been BBR-t since before 2006. Seriior secured 
First Mortgage Bonds issued in November 2010 were initially rated A by S&P but were 
downgraded to an A- rating on March 2, 201 1. KIJ’s short-term credit rating was 
downgraded from A-2 to A-3 by S&P on March 2, 201 I ,  but shortly thereafter upgraded 
to A-2 on April 15,201 1, 

The Moody’s issuer rating for PPL Corporation was dowiigrnded from Baa2 to Raa3 on 
April 28,2010. The issuer rating for PPL had beeii Baa2 since 2006, 

The Moody’s issuer rating for KTJ was downgraded fioiii A2 to Baal on October 25, 
2010. The issuer rating for KTJ had been A2 since 2000, Moody’s also downgraded KU’s 
short-term credit rating to P-2 fioni P-1 on October 25, 2010. KU’s Senior secured First 
Mortgage Bonds issued in November 2010 were assigned a rating of A2. 

Fitcli has assigned an issuer default rating of BBB and a short-term issuer default rating 
of F2 to PPL Corporation since January 1,2008. These ratings were affirmed by Fitch in 
March 201 1, Iiiforinatioii on Fitch’s ratings was only available to 2008 for PPL 
Corporation. 

In November 2010, Fitch stssigiied an issuer default rating of A-, a secured debt rating of 
A+, a Seiiior unsecured debt rating of A and a short-term issuer default rating of F2 to 
KT.J. KTJ was not rated by Fitch prior to 2010. 

Copies of rating agency reports reflecting the rating changes described above are 
attached. 
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* 

0 

* 

( I  

* 

We resolved the CreditWatch w i t h  negative implications and affirmed the 
'BBR'  r a t i n g s  on d i v e r s i f i e d  energy conipany PPL Corp, and 113s a f f i l i a t e s  
PPL Electric U t i l i t i e s  (PPbEU) I PPL Energy Supply (PPL Energy) , LG&E alld 
KIJ Energy bIJC (bKE) , Loui sv i l l e  Gas & Electric C o .  +(LG&E) , and KenCucky 
Uti l i t ies  C o .  (KU) The outlook on the racings is stab1.e. 
A t  t he  same time, we resolved the  CreditMatch l i e t i n g  and affirmed the 
'BBB' ratings on P P L ' s  U . K .  a f f i l i a t e s :  PPLI IJN Holdings L t d ,  
(interniadiate holding conyany formerly known as  Nestern Power 
Distributiotl  Holdings Led, ) and PPL IPW's d i s t r i b u t i o n  network operators  
(DNOS} k?estern Power Distr ibut ion (South Vales) and Western Power 
Distr ibut ion (Soubh West) and the new intermediate holding conlpany PPIJ 
PIEM Holdings PLC and its D N O ~  Western Power Distr ibut ion (Meat Midlands) 
and Western Poorer Distr ibut ion (Bast. Midlands), T h e  outlook on a l l  the 
r a t i n g s  i s  skab3e. 
Yle r a i sed  the  short-term ra t ings  on KlJ,  LUGE, PPLEU, Y7estern Power 
Di s t r ibu t ion  (East Midlands), Western Power D i s t r i b u t f  on (West Midlands) , 
PPL WEM, PPL IQW, Western Power Distribution (South Wales) , and Western 
Power Di s t r ibu t ion  (South West) to  ' A - 2 '  from I A - 3 ' ,  and vie removecf the 
CreditWatcti l i s t , i ng .  
T h e  r a t ings  ac t ions  and CreditVatch action# conie as the resu l t  of PPL's 
recently completed common stock and equi ty  offer ings.  

11 11 ti iij; Act io 11 

O n  April  1 5 ,  2011, Standard & Paor's Ratings Services affixnied i ts  'BBB' 
corporate c r e d i t  rak inga  on PPb Corp. and i t a  a f f i l i a t e s  PPL E l e c t r i c  
U t i l i t i e s  (PPbEU), PPL Energy Supply {PPL Energy), LUhE and KU Energy LLC 
(LKE), Louisvi l le  G a s  & E l e c t r i c  C o o  [LG&E), and Kentucky UbFli t ies  eo. ( K U ) .  

A t  the s a w  t i m e ,  we removed the ratings Crom CreditWatch with nega t ive  
implications,  where we put  them on March 1, 2011, following the  acqu i s i t i on  
announcement, (See "PPL Corp. 1s  Lovered To 'EBB' Aiicl Placed OJI Credittlatch 
Negative Af te r  Acquisit ion Announcement, published March 2 ,  2011.  ) Yle a180 
resolved the CreditWatch l i R t i n y s  and affirmed the 'BBB r a t i n g s  on PPL's U . K o  
a f f i l i a t e s  : PPL W7 Holdings Ltd, (intermediate holding company formerly know1 
as Western Power Di s t r ibu t ion  Holdiiigs Ltd. ) and PPL IJP71 s d i s t r i b u t i o n  network 
operators  (DNOs)  rpestern Power Distribution (South Wales) and Western Power 
Distr ibut ion (South West) ; and t h e  new intermediate holding company PPL WEM 
Holdings PLC! arid its DNOs Western Power Distr ibut  Foil (West Midlands) and 
Y?estet-n Power Dis t r ibu t ion  (East  Widlands). The outlook on all the ra t ings  is 
s t a b l e ,  We r a i sed  the short-term ratings on KU, tG&E, PPLEU, Western Power 
Distr ibut ion (NPD) (East  Midlands), NPD (Heat Midlands), PPL PIE14, PPL YtW, PIPL) 
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! .  
(South Wales), and VIPD (South West) t o  ' A - 2 '  front l A - 3 '  , . :  . .  

Allentown, P a .  -based PPL has about $ 1 2 . 7  b i l l i o n  of long-term debt,  including 
$1.63 b i l l i o n  of junior subordinated no te s ,  Including a11 j u n i o r  subordinated 
notes,  vie estimate pro forma debt to  be roughly $16.6 bill$.on. 

The r a t i n g s  aff i rnmtions and removal of the CreditWatch l i .st inga follow PPL' s 
recent ly  completed o f f e r ings  of 92 niillion shares ( a f t e r  exercise of the 
overallotment option) of PPL common stock (roughly $2,3 b i l l i o n  of. gross 
proceeds), and 19,55 mill ion ( a f t e r  exercise  o f  t h e  overallotment opkion) of 
equi ty  u n i t s  (roughly $978 mill ion of gross  proceeds),  to which \re assign high 
equity content.  

PPL conyleted t h e  equity financing as parL of t he  permanent financillg plan f o r  
the completed acquis i t ion of E,ON U,K, 1s Central  Met,works West PLC and Central 
Networks E a s t  PLC. The CreditVatch l i s t i n g  was d i r e c t l y  r e l a t ed  t o  the  
execution o f  t he  financing plan fo r  t h e  acqu i s i t i on ,  which included the 
campany's commitment of a subs t an t i a l  issuance of equi ty .  PPb will use  
proceeds Erom both iusuaiices t o  repay a port ion of a E3.G b i l l i o n  3t4-day 
bridge f a c i l i t y  ttiat funded t h e  acqu i s i t i on  April 1. The contpany wi l l  repay 
the  remaining balance on the bsidge loan with proceeds from f u t u r e  permanenk 
debt issuances a s  indicated by PPL. 

I< a ti 0 I1 a I e 
For the cash porLion of i ts  acquis i t ion of C.QN U.K. ' 8  Central Networks, PPL 
iasued the cornnion stock and equity u n i t s  and expects ta issue unsecured debt 
at: interniediate holding conlpany PPL VIEM Holdings PLC' and its two new operat ing 
suhs id l a r i e s ,  WPD (West Midlands) and WPD (East Itlidlands) , PPL's regulated 
cash flows should rise to  approxirilately 75% froni GO% before i t  conplekes the 
acquiel.tlon. Before PPL bought the Kentucky uti l i t i e s ,  i ts  regulated cash 
flovrs comprised less than 30%;. Due to the po ten t i a l  cash flow contr ibut ion to  
t h e  consolidaced PPL fanlily fronr the enlarged U,K, operations,  we bel ieve that: 
t he  U.K. group i s  now a core par t  of PPL's atrategy. Therefore, via matched the 
r a t ings  on all.  these e n t i t i e s  with o t ~ r  rating on PPL, We rats PPL SW1s sen io r  
unsecured debt one notch lower than i ts  long-term r a t i n g  t o  r e f l e c t  s t r u c t u r a l  
subordination, We would t a k e  the same approach to  r a t ing  any ctebt PPS, WEN 
issuee,  FOX nrore infoxntation on the r a t i n g  methodology for the  U.K. group, 
pleaae see "U.K. QpCos IiPD West And East; Midlands Downgraded To 'BBB/A-3' On 
New 0vnei-f NWI HoldCo Rated ' B B B / A - 3 '  ; O n  Watch Neg," published April  1 2 ,  
2011 * 

0 

our assessment of the business profile aa exce l l en t  reElecta the addi t ion o f  
Eully regulated d i s t r i b u t i o n  ut i l i t ies  thaC have credi t -support ive U.K. 
regulation and no comniodity expositre, s i n c e  power for r e t a i l  customers i s  
procured by nona f f i l i a t ed  r e t a i l  supp l i e r s .  The new DNOs a r e  contiguous t o  the 
U . K .  u t i l i t i e s  PPLts already owns. We expect U,K. opexatiolls to be about 30% 
of P P L ' s  consolidated canh flow, The s t a b i l i t y  of U.K.  cash flows, which are 
wires-only d i s t r i b u t i o n  t i t i l i t l e e ,  along with existing u t i l i t y  assets in 
Kentucky and Pennsylvania, a l l  OK which we asseas  as excel lent ,  will morc than 

I 

3 



oEfeet. Lhe business risk p r o f i l e  of PPL Energy’s merchant generation, which we 
assess as s a t i s f a c t o r y ,  r e s u l t i n g  i n  an excellent busiriesa p r o f i l e  ove ra l l .  Vie 
expect the merchant generation business t o  comprise lsss than 25% of pro forma 
consolidated cash f l o ~ i ~ .  

We consider the f inanc ia l  risk p r o f i l e  t o  be aggressive,  vihich r e f l e c t u  i n  
par t  the conpany a financial. p o l i c i e s  toward acqu i s i t i ons ,  including funding 
with aggressive l eve l s  of hybrid secu r i t i e s .  The conoolidated financial. 
nieasures include all cash flavm and debt obligations froni t he  U . K .  U t i l i t i e s  
arid PPLEU i n  P P I J 1 s  f i n a n c i a l  measures. We expect consolidated f inanc ia l  
measures, Including r a t i o s  of debt t o  ERZTDA, funds from operations (FFO) t o  
t o t a l  debt,  and debt to c a p i t a l ,  t o  range i n t o  t h e  aggressive category of our 
financial, r i s k  p r o f i l e ,  R e M  t o  E B I T D A  should range between 4x arid 5x, while 
we expect the percentage of FPO t o  debt t o  be i n  the mid-teens,  These measure# 
vi11 support r a t ings  a t  the lRBR’ level on successful completion of a l l  the 
permanent financing I) 

Liquidity 
Standard & Poorls cur ren t ly  bel ieves  PPL1s l i q u i d i t y  is adequate under i t s  
coxporate l i q u i d i t y  methodology, which categorizes l i q u i d i t y  i n  f i v e  standard 
descr iptors ,  (see “Standard & Poor I s Standardizea Liquidi ty  Descriptors f o r  
Global Corpordte I s sue r s ,  published July 2 ,  2010 , )  Our assessment of PPLIB 
l i qu id i ty  supports our ‘BBB i s s u e r  credit. r a t ing  on tile company, Its 
projected sources of l i q u i d i t y -  -mainly operating cash f low and avai lable  bank 
l ines  - -exceed its pxoj ected uses --mainly necessary c a p i t a l  expenditures, debt 
maturit ies,  and conimon dividends--by about 1 . 2 ~  over the next 12 t o  18 nroiiChs. 
??e expect net  aourceg t o  rentain pos i t i ve ,  even i f  EBITDA declines more than 
15%. Compliance v r i t l i  f i n a n c i a l  covenants could survive c? 15% drop in EBITDA, 
i n  our view, Further supporting our l i qu id i ty  assessment i s  PPL’o  a b i l i t y  t o  
absorb high- impact,  low-probabili ty events with liniiked need f o r  ref inaticing, 
i t s  f l e x i b i l i t y  t o  lower c a p i t a l  spending, its sound bank r e l a t ionsh ips ,  i t s  
sol id  standing in  c r e d i t  marketa, and i t s  generally prudent r i s k  nianagement , 

I 

( I  

T h e  s t a b l e  outlook on our r a t i n g s  on PPL and its a l l  r a t e d  subs id i a r i e s  
r e f l e c t s  our expectation t h a t  nianagement will maintain an excel lent  business 
pxof i l e  by focusing on i t s  regulated u t i l i t i e s  and will not increase 
unregulated operations heyond current  l e v e l s .  The outlook a l s o  reflects our 
expectations t h a t  cash flow protect ion and debt leverage nieasures w i l l  be In 
l i n e  f o r  t h e  r a t ing .  S p e c i f i c a l l y ,  our baseline fo recas t  includes FPO t o  t o t a l  
debt o f  around 15%, .debt to EBITDA bettieen 4x and 5x,  and debt: leverage t o  
to ta l  cap i t a l  under 60% , cons i s t en t  w i t h  our expactations for  t h e  ‘DEB1 
ra t ing.  Given the company‘s mostly regulated focus, we expect: t h a t  PPL will 
avoid any meaningful r i s e  i n  business r i s k  by reaching cons t ruc t ive  regulatory 
outcomes- and l i m i t  ita unregulated operations t o  e x i s t i n g  l e v e l s .  We could 
lower the r a t ings  i f  PPL cannot sustain consolidated f i n a n c i a l  nieasures of PPQ 
t o  t o t a l  debt of a t  least 12%, debt t o  EBITDA below FJX, and debt leverage 
under 62%.  T h i s  could OCCIIL‘ .If market power p r i ces  continue t o  remain weak due 
to ongoing depreosecl deinaiid. Although unlikely over t he  interniedi ate term, we 
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( '  could r a i s e  r a t i n g s  if t h e  business p r o f i l e  f u r t h e r  strengthens and I f  
f inanc ia l  measures exceed our base l i n e  forecast  on a consis tent  basis, 
including FFO t o  t o t a l  debt i s  e x c e f i ~  of 20%,  debt t o  EBITDA below 4x, and 
debt to total c a p i t a l  around 50%. 

* U,K. OpC!os PIPD Fleet And East Midlands Downgreded TO 'DBR/A-3' O n  New 
Owner; New HoldCo Rated ' B B B I A - 3 ' ;  On Watch Ney, April  12, 2011 

* U I K. -Based WPD operat ing Cos Downgraded To 
Neg Aft;er Same Action On U . S .  Parent PPL, blarch 3, 2011 

* Standard FL Poor'e Standardizes Liquidi ty  Deecriptors for  Global Corporate 
Xasuem, July 2 ,  2010 

* Criteria PletliodoI ogy : Business Risk/Financial R i s k  Matrix Expanded, May 
27, 2003 

* Corporate Ratings Cri ter ia  2000:  Analytical Methodology, April  15, 2000 
Corporate Ratings C r i t e r i a  2000:  Ratios And Adjuatn\ents, April  15, 2008 

BBB/A- 3 And Placed On Watch 

Ratings Affirmed; CreditWatch Ac t ion ;  Upgraded 

PFL Corp. 
PPL energy Supply LLr! 
La&& a11G KU Energy LLC 

TO From 

Corporate Credi t  Rating BBB/Stable/- .. BBn/Watch Neg/-- 
t i  

Kontucky U t i l i t i e s  Co. 
Western Power a i s t rdbu t ion  (South Vest) PI& 
Nestern Povrer- Distr ibut ion (South Plales) PLC 
I'IPD ltlest Midlands PLC 
t1PD East Midlande PLC 
PPL WPI Holdings Ltd. 
FPL WEM EioLdings PLC 
PPIJ Electric U t i l i k i e s  Corp. 
Louisvi l le  Gas & E l e c t r i c  C o .  
corporate Credi t  Rating 

Kentucky Ut i l i t i e s  Co. 

Recovery Rating 
Senior Secured 

LCJClE and KU Energy LLC 
SeeFor Unsecured 

LouisviLle Gas & Electric Co. 
s en io r  Secured 

Recovery Rating 

BBB/Stable/A-2 BBB/Watch Neg/A-3 

A -  
15. 

BBB- 

A -  
1. I- 

A-/Watch Ney 

BBB ~ /I'latch Neg 

A-/i?atch Neg 



llccsenrcb Updnte: PPL Cor/). A i d  U.K. Affiintos Are Tgkan Off Credit Watch, Rrttitrgs Arc Affirmed 

PPL Capital. Funding Znc. 
Senior  Unsecured 
Junior Subordinated 

PPI, E l e c t r i c  Utrilities Coxp. 
Senior Secured 

Preference  Stock 
Recovery Raking 

PPL Energy Supply LLC 
Senior  Unsecured 

PPL I’IEM Holdings PLC 
Sen io r  Unsecured 

PPL Wl’1 Holdings L t d .  
Sen io r  Unnccured 

WPD E a s t  Midlands PLC 
Sen io r  Unna cur ed 

VIPD P?ewt Midlands PLC 
Senior Unsecured 

BBB- 
BBi 

BBB+ 
1 
BI3 + 

BDB 

BBB- 

BBA- 

BBB 

BBB 

tlestezrn Power D i s t r i b u t i o n  (South Vales) PLC 
senior Unsecured RBB 

Western Power D i s t r i b u t i o n  (South blest;) PLC 
Sen io r  [Jnsecured BBB 

BBD - /Vatch Neg 
BB-!-/I?a t ch Neg 

DBBt /Watch Neg 

BBt/Natcl i  Neg 

BBB/Platch Ncg 

BBB - /\gatch Neg 

BUR/Watcb Neg 

BBB/B?at:ch Neg 

BBB/v7at~h Neg 

Complete r a t i n g s  i n f o r r n a t i o ~ ~  i a  available to subscribers of RakhiysDi.rect on 
the  Global Credi t  Portal a t  www,globalcreditportal.com, A l l  ratings affected 
by this r a t i n g  a c t i o n  can  be found on Standard & Poox1s public. Bleb s i t e  at; 
v i w .  standardandpoors .corn. Use the  Rat ings search box loca ted  i n  t h e  left 
column. 
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MOODY'S 
INVESTORS S GRVICE 
Rntlag Actlotr: Moody's clowngrades t i l e  Iseirer Ratliigs for EON US. and Its subsltliarios 

I a 

Global Grodft Rseoarch - 26 Oct 2010 

New York, October 25,2010 -- Moody's Investors Servlco loday downgraded lhe issuer Rating of EON U.S. LLC (LON US.) 
lo Baa2 from A3 and llie Issuer Ratlngs of Its hvo utility subsldiarles, Kentucky Ulllitles Coinpany (KU) and Loiilsvllle Gas and 
Eleclrlc Company (LG&E), to Baal froin A2. Moody's also downgraded KU and LG&E's short-term ratlngs for variable rate 
demarid debt to Prime-2 fcom Prime7?. These ratlng actions conclude the review for posslhle dovmgrade lliat commenced on 
April 29, 2010. The rating oultooks for E.ON US., KU and LG&E are stable. 

Separately, Moody's conflrrned KU and LQ&E's outstanding tax-exempt debt at A2, The rallrig conflrcnatlon conslders Ihat, In 
the case of LG&E, the fornierly unsecured debt fias been secured wilh first mortgage bonds provided to Ihe trusfee and, while 
l<U's bonds are ctrri-erilly unseciired, the uflllly Inleiltls lo sectrre lhern In a simllar manner over llle next week. It Is Moody's 
pollcy to generally rate flrst mortgage bonds of Inveslrnenl-grade rated utliities two alpha-nuinerlc ratings higher than its Issuer 
Rating or sonlor tinsecured debt rating. 

RATINQS RATIONALE 

The downgrade of LON US., KU and LGBE's lsstter Ratings follows recelpt of several regulatory approvals, most notably 
from the Kentucky Public Service Commission (KPSC), relatlng to the proposed sale of EON US, by E.ON AQ (E,QN: A2 
senior unsecured) to PPL Corp, (PPL: Baa3 senlor unsecured) for approxlinately $7.625 billion. 

Will6 approval from the FERC reinalns onistandlng, we believe there Is a high probabilily that It vrlll bo received and that (he 
iransncllon will close in a malter of weeks. Upon closlng of the transacilon, EON U.S, will become a subsidiary of PPL and vrlll 
be renamed LG&E and KU Energy LLC (LKE), wilh KU and LG&E remaining as dlsllnct and separate operating entlties. In flie 
utiiikely scenarlo lhat the merger Is no1 consiirnmated, the Issuer Ratings for E.ON U.S., LG&E and KU vtould likely revert 
back to tlielr respeclive prior asslgned levels. 

"E,ON's ownership of E.ON U.S., KU and LG&E was an Important factor supporting lliefr prlor respeclive Issuer Ratings'' sald 
Moody's Vice President Scott Solomon. "Speciflcally, E.ON's size, scale and credlt profile provlded licjuidify and fltiancial 
flexlbllity in tho form of signlflcant Intor-company funding along with a liberal dlvidend policy that strengthened Itre related 
company's respectlve flnancial posllloii and provlded ratings IiH". 

Today's dovmgrades were triggered by the expected near-term transfer of ownershlp and the ellniinatlon of any ratlngs lift. 
E.ON US., KU and LQ&E's ratings, however, are well positioned wltliin thelr tievrly assigned rating categories and reflective of 
sound financial melrics antl a generally suppotilve regulatory envtroninent that provides for above-average cost recovery. 
Fluctualions in KU antl LG&E's cost of fuel and purchased power, for Instance, are recoverable wilh niinlmaf regulatory lag 
while investments and costs borne by the rilllitles In order to rervlalri compllant wllh the Clean Air Act are recoverable through 
an environniental surcharge mechanism, 

KU and LGhE's ratio of consolidated cash flow before changes I n  working capltal (CFO pre WK) to debt and CFO pre-W/C 
Interest coverage for ihe twelve months ended June 30,2010, were each approxlinately 20% and 6.0 tlmes, raspectlvely. 
Financlal mefrics for bolh irlilitles are expecled to ltend modestly upward over the near-lerm due in large part to rate Increases 
that became effectlve in August 2010. Tliat belng satd, both utllllles are expected to Increase their respectlve dividend 
paymetlts under PPI. ownershlp, EON U.S. Is expected to generate consolidated CFO pre-W/C to deb1 metric$ In lhe mld-to- 
upper teens and CFO pre-W/C Interest coverage above 4 times, placing It  firmly in !he mid-Baa ratliig category. 

KU and LOBE, combined, had approxlnistdy $2,0 blllion of long-term deb1 outstanding at December 31, 2009, Of this anioitnf, 
approxiniately 70% was Intercompany debt provided by EON aMllales (the renialnlng 30% Is tax-exempt debt Ihat will remalii 
outslandlng). While the absolute atnotin( of debt at I<U and LQE Is riot expected to be impacted by the proposed acquisition, 
PPL anlicipales ultimately refitlancing the Intercompany debt with first tnotigage bond debt offerings at KU and LG&E and 
senior unsecured debt at LKE ((he renamed EON US.) 

Moody's issrref Ratings aw an oplnlon of the ablllty of an entity to honor Its senior unsecured financial obligations, Specific 
debt Issues may be rated differently and are conslderd unratod irnless rated by Moody's, That belriy sald, il Is Moody's 
expeclatlon Ihat any debt oflerlng by LKE would likely be rated Baa2, 

The KPSC's approve1 of the acqulsllion lriclrrded two coinfnltments affectlng rates. The first places R moraloriuni on any base 
rate Increases by KU and LG&E unlll 1/1/13. The second provision estabilslles n niechanism tinder which earnings at the 
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ulllllles in exwss of a ?0.76% ROE will be shared equally between ratepayers and shareholders. The agreement has no 
lnipact on the utllltles' ability to seek rate adjuslments through their exlstlrig fuel and envlronmental cost adjushent 
mechanisms. 

The stable out(ook considers the modest expected lniprovernont In financial metria over the near-ferm and the supporllve 
regulatory envlronment In whlcti the ulilllies operato. 

Upward pressirre may materialize for KU and LG&E If they achieve financial molrlcs such as CFO pre-WC to debt in excess Of 
25% and retained cash flow to debt of greater than 17% 011 a snstalnable basis. LKE's rating may be upgraded If I t  aciiieves 
consoildated CFO pre-WC to debt 111 excess of 10% on a sustalnable bRsis. 

IW, LG&E and LKE's ratlngs could be downgraded should the utlljlfes encotinter unexpected problems lnlegfallng wlth PPL or 
if unexpected chariges am made to the regulatory compact that currently provldes for tlrnely recovery of costs. Financial 
nie[rics fhat may trigger downward raling pressure lncltide, for ICU and LQ&E, ratios of CFO pre-WC lo debt of below 16% or, 
In the case of L I E ,  below 13%. 

The prhclpal methodology used In rating E. ON U.S. I.LC was Regulated Electric and Gas Utitltles rating mothodology 
published In August 2009. Other methotlologtes and factors that may have been consldered In !he process of ratliig thls issuer 
can also be found on Moody's webslte. 

. 

E.ON US. LLC Is headquartered in Locrisville, Kentucky. 

REGULATORY DISCLOSURES 

lnforniatlon sources used to prepare the credlt ratliig are the folloviing: parties involved in the ratlngs, parties not involved I n  
the ratings, public informallon, confldenthl arid proprietary Moody's investors Service's inforinatloti, confidcnlial end 
proprietary Moody's Analytks' Informatlon. 

Moody's Investors Servlce conslders the quality of iriformatfon available on the issuer or obligation satisfactory for the 
purposos of inalritalnlng a credlt ratlng. 

MOODY'S adopts all necessary measures so that the Information It uses in assigning a credit rating 1s of sufficient quallly and 
from sources MOODY'S considers to bo reliable including, when.appropriate, lndepsndent third-party sources. However, 
MOODY'S is not an auditor and cannot in every instance Independently verily or validate Information received I n  the raling 
process, 

Please see ratlngs tab on Ihe issuerlentIIy page 011 Moodys.com for the last rating actlon sild the rallng lilsloty. 

The date on vihlch some Credit Rallngs were ilrst toleased goes back to a tlnie before Moody's Investors Service's Credit 
Ratings were fully dlglllzed and accurate data may not be available, Consequenlly, Moody's luvestors Service provldes a date 
lhat II belleves Is the most rellable and accurate based on the informallon that Is avallabie to 11. Please see the ratlngs 
disclosum page an oiir websib iww.moodys.com for further lnformatlon, 

Please see the Credit Pollcy page on Moodys,com for (he methodologies used in dotsrminiiig rallngs, furlher information on 
Ihe meaning of each raling category and the definition of default and recovery, 

New York 
Scott Solomon 
Vice President - Senior Analyst 
Infrastructure Flimce Group 
Moody's Investors Servlce 
JOURNALISTS: 212-553-0378 
SUBSCRIBERS: 212-663-1G53 

New York 
William L. Hess 
MD - Utllltles 
Infrastructure Flnance Group 
Moody's Inveslors Servlce 
JOURNALISTS: 212-553-0376 
SUBSCRIBERS: 212-563-1653 

litt p://www. moodys .coiivlt.esea~cl~A4o~~lys- downgrc? Aes- the-1 ssner-Rat i ngs-for-EON -US-a,. , 8/23/20 1 1 
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MOODY'S 
I N VE STO RS S EKVl C E 

0 201 1 Moody's Investors Servlce, Inc. and/or Its llcensors and afflllales (colleclively, "MOODY'S"). Ail rlghls reserved, 

CREDIT RATINGS ARE MOODY'S INVESTORS SEIIVICE, INC.'S ("MlS") CURRENT OPINIONS OF THE RELATIVE FUTURE 

THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME QUE AND ANY 
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT, CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, 
INCLUDtNG BUT NOT LIMITED TO: LlQtJIDITY RISK, MARKET VALUE RISK,'OR PRICE VOLATILITY. CREDIT RATINGS ARE NOT 
STATEMENTS OF CURRENT OR HISTORICAL FACT, CREDIT RATINGS PO NOT CONSTITUTE INVESTMENT OR FINANCIAL 
ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTlCULAR SECURITIES, 
CREDIT RATINGS RO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTiCULAR INVESTOR. MIS 
ISSUES ITS CREDIT RATINQS WITH THE EXPECTATION AND UNDERSTANDINQ THAT EACH INVESTOR WILL MAKE ITS OWN 
STUDY AND EVALUATION OF EACH SEClJRlW THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, ORSALE. 

CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT*LIKE SECURITIES. MIS DEFINES CRERlT RISK AS 

0 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDlNG BUT NOT LIMITED TO, COPYRIGHT LAWl AND 
NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, 
TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH 
PURPOSE, IN WHOLE OR IN PAR?; IN ANY FORM OR MANNER OR RY ANY MEANS WHATSOEVER, 8Y ANY PERSON WITHOUT 
MOODY'S PRIOR WRITTEN CONSENT, All lnforniatlon contalned h8fQh Is obtained by MOODY'S froni sources belleved by It to be 
accurate and rellable. Because of Ihe possibility OF human of niechanlcai error as well as other faclors, however, all Information con!ained 
her& is provided 'RS IS"vtit1iout warmly of any kind. MOODY'S adopts all necessary nmwtres so that Ihe Informatton It uses In 
assigning a credit rating Is of suMclent quality and from sources Moody's considers to be rellablo, Including, when appropriate, 
Independent third-party sources. Hovwer, MOODY'S Is not an auditor and cannot In every Instance independently verily or validate 
lnfornialfon received in the ratlng process. Undor no clrcumsfances shall MOODY'S have any llablllty to any person or entity for (a) any 
loss or damage in vrholo or In part caused by, resulting from, or relating to, airy error (negligent or olherwise) or other clrcuntslance or 
contingency within or oulslde the control of MOODY'S or any of Its directors, officers, employees or agents In connection wllh the 
procuremenl, colleclion, coniplla(fon, analysis, lnlerpretation, cornrnonfcntion, publication or dellvery of any such informallon, or (b) any 
dlrect, indtrect, speclal, conseyuenllal, compensatory or lncldontal daniages whafsoever (fncludlitg without lirnlfallon, lost profits), even If 
MOODY'S Is advlsed In advance of the possiblllty of such damages, resulting froin tlie use of or inabllity to use, any such Informatton. The 
ralings, financial reporflng analysls, proJections, and other observattons, If any, constltuling part of 1/18 informalion contalnod herein are, 
and must be construed solely as, slatemenls of oplnlon and not statements of fact or recommendations lo purchase, sell or hold any 
securities. Each user of Ihe infomiatlon contalned tiereln niust niake Its own study and evaluation of each securlty i t  niay conslder 
purchasing, holding or selling, NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, 
MERCHANTABILlTY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCI.1 MTING OR OTHER OPINION OR 
INf;'ORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER. 

MIS, a wholly-owned credlt rating agency siibsfdlery of Moody's Corporaation ("MCO"), liereby discloses that most Issuers of debt 
securities (including corporate arid niunlclpal bonds, debentures, notes and comrnerclel paper) and preferred stock rated by MIS have, 
prlor lo asslgnmont of any raling, agreed to pay to MIS for appralsal and ratlng services rendered by it fees ranglng from $1,500 to 
approxlmalely $2,600,000. MCO and MIS ako niafnlaln policies and procQdufes to address the Independence of MIS's rallngs and rating 
processes. Information regardlng certaln affiliations that may exlst between directors of MCO and rated entilies, and between entities who 
hold ratings from MIS and have also publicly reported lo the SEC an ownorshlp inlerest In MCO of more than 6%' Is posted annually at 
vnmmmoodv s,cou under the headlng "Shareholder Rela(lons - Coiporale Governance - Dlrector and SharelioIdot Afflllation Pollcy," 

Any ublicalion Into Australia of this document Is by MOODY'S affiliate, Moody's lnveslors Servlce Ply Ltnilled ABN 61 003 398 657, 
whicK holds Auslrallan Flnanclal Services License no, 336989. t l i ls  docunient Is Inlended to be provlded only to 'ivho!esale dlenls" wllliili 
(he nieanlng of section 761G of fhe Corporations Act 2001. By continuing to access lhls documenl froni withln Ausiralla, you represent to 
MOODY'S that you are, or are accasslng the document as a representative of, a "wholesale client'' and that nelher you nor the enlily you 
represent wlll directly or lndlreclly dissemlnale this documei\t or its conlents to "relall cllents"wilhin the iueanlng of section 761 G of the 
Corporalions Act 2001. 

Nohvithslanding the foregoing, credit rallngs asslgned on and aller Oclober 1,2010 by Moody's Japan K.K. ("MJKK) are MJKK's current 
opinions 01 IhO relath% futuro wedlt risk of enlllles, credll commllmenls, or debt or debt-Ilke securitles. In such a case, "MIS' In Ihe 
foregoing stalemetits shall be deeiiied to be replacod wlth "MJKK", MJKK Is a wholly.o\lmed crodlt ratlng agency subsldlary of Moody's 
Group Japan G.K., wlilch Is wholly ownad by Moody's Overseas Holdlngs ha, a wholly-owned subsldiary of MCO. 

11 ttp://w~~viinoodys,coi~~esea~cl1/Moo~1ys-dowagrades-t lie-Issaer-Rat ings-far-EON-US-a, , , 8/23/20 I 1 



This credit fating Is an oplnlon as to the credllworlhlness or a deb1 obligatlon of the issuer, not on the equily securities of the Issuer or any 
form olsecoilly that is available to retall Inveslors. I t  would be dangerous for retall Investors Lo make any inveslment decfslon basad on 
this credil rallng. if In doubt you should cantact your flnanclal or other professlonal advlser. 
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.MOODY~ 
INVESTORS SERVICE 
Ratltlfj Action: Moody's asslgtis ralftrgs to LG&E, I N  arid parorit LKE 

Glokal Cretll! Rssearcli - 00 Nov 2010 

Approxlmataly $2,9 blllloir of dolit seccirltles affected 

New Y a k ,  November 09,201 0 - -  Moody's Investors SorvIca has asslgned ratings of A2 to $1,500 millloti of first mortgaoe 
bonds issued by Kentucky Ulilllles Company (MI: Baal lssiter Rallng) and $535 million of ffrsf niorlgage bonds issiiecl by 
Loulsville Gas and Electric Company (LG&E: Baal Issuer Rallng). Moody's also asslgned a Baa2 rating to $875 tlllllioti of 
senlor unsecured notes Issued by thelr lnterinediate parent holdlng coinpany, I,G&E and KU Energy LLC (LKE: Baa2 issuer 
Rating). The rating outlooks for KU, LG&E and LKE are stable, 

Assignments: 

,,Issuer: Kentucky Utliil(es Co. 

..,,Senior Secxmd First Mortgage Bonds, Assigned A2 

..fssuer: LG&E and KU Energy LLC 

.... Senior Unsecured Regular BandlOebenture, Asslgiied Baa2 

..Issuer: Louisville Gas R Electric Company 

.... Senior Secured Flrsl Mortgage Bonds, Assigned A2 

RATINGS RATIONALE 

Proceods from these offerlngs will be used to repay tnfercompany debt arising from PPL Corporalion's (PPL: Baa3 senlor 
wisecuretl) acquisition of LKE and 11s subsldlarles on November I, 2010 for approxlrnately $7.625 kllllon. 

KU and LG&E's Issuer Ratlngs are supported by (heir sorrnd flnanclai performance and tho supporlive regulatory environment 
in which Ihey operate offset in part by a lack of fuel diversity and tnodeslly sized service territories, It Is Moody's pollcy to 
generally rate first rnortgage bonds of investmont-grade rated ulililles two alpha-numeric ratings hlgher than its Issuer Rating 
or senlor unsecured tlsbt raling, The Baa2 rating assigned lo LKE's senlor tinsecured debt is the same as its issuer Rating 
and one-notch below KU and L.GPtE's Issuer Ratings due to ltie structural subordinatton of Its debt to the debt issued at 11s 
trtillty subsldlarles. 

Please refer to Moodys.com for addllicjnal research relating to KU, LG&E and LKE. 

The principal methodology used In this rating ~ a 6  Regulated Eiecfric and Gas Uliiilfes published In August 2009. 

PPL Is a diversified energy lioldlrig company headquartered in Allentown, Pennsylvania. 

REGULATORY DISCLOSURES 

lnformatlon sources used lo prepare the credit raling are the following: partles Involved In the rallngs, parlies not involved In 
the ralngs, pirbllc Information, confidential and proprielary Moody's Investors Servlco informalton, atirl confidentlal and 
proprletary Moody's Anaiyllcs Informalion. 

Moody's tnveslors Service considers Ihe qualify of hfonnatloti avallabfe on tho tssuer or obligation sqlisfaclory for the 
purposes of assigning n credit railng. 

Moody's adopts all necessary nieastiros so titat ths Informalion i t  uses In assigning a credit rating is of sttfflclent qualify and 
from sources Moody's conslders to be roiiable Including, when appropriate, Independent thlrd-parfy soiirces, I-lowever, 
Moody's Is not an audllor and cannot in every Instance Independently verify or validale Information received In the rating 

http://Moodys.com
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Please see rallngs tab on the Issuerletitlty page on Mooclys.c&m for the last ratlng acllon and ltie rating history. 

The date on which some Credit Ratings were first released goes back to a tinie before Moody's Investors Service's Credit 
Ratlngs were fully dlgllized and accurate tlala may not be avallabte. Conseyuenliy, Moody's Investors Service provides a dab 
that it belleves Is tho most rellahle and Rccirrate based on the information that is available to it .  Please see the ratings 
disclosure page on our website vr/lw.moodys.com for furlher Informallon, 

Please see the Credit Pollcy page oti Moodys.com for Ihe methodologles used in deterrnlnltlg ratlngs, further information on 
the meaning of each rating category arid the definilion of default and recovery. 

New York 
Scott Solomon 
Vice President - Serilor Analyst 
infrastrulure Finance Group 
Moody's Investors Servico 
JOURNALISTS: 21 2-553-0378 
SUBSCRIBERS: 21 2-553-1653 

New York 
Wiliiatn L. I-less 
MD - Utilllles 
Infraslructure Flnance Group 
Moody's Investors Service 
JOURNALISTS: 21 2-553-0376 
SUBSCRIBERS: 212-553-1663 

Moody's Investors Service 
260 Greenwich Street 
New York, NY 10007 
U S A .  

MQORY'S 
INVESTORS SERVICE 

0 201 1 Moody's Investors Servlce, lnc. and/or Its licensors and affiliates (collectlvely, "MOODY'S"). All rights reserved. 

CREDIT RATINQS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE RELATIVE FUTURE 

THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLfOATIOffS AS THEY COME DlJE AND ANY 
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINQS DO NOT ADDRESS ANY OTHER RISK, 
INCLUDING BUT NOT LIMNED TO: LIqUlDlTY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CRER1T RATINGS ARE NOT 
STATEMENTS OF CURRENT OR HISTORICAL FACT, CREDIT RATINGS DO NOT CONSTITUTE INVESTMENT OR FINANCIAL 
ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. 
CREDIT RATINGS DO NOT COMMENT ON THE SUITAB1I.ITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS 
ISSUES ITS CREDIT RATINGS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN 
STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE, 

CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT*LIKE SECURITIES, MIS DEFINES CREDIT RISK AS 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED 8 Y  LAW, INCLUDINQ BUT NOT 1.lMyllTED TO, COPYRIGHT LAW, AND 
NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, 
TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUEflT USE FOR ANY SUCH 
PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MMNS WHATSOEVER, BY ANY PERSON WITHOUT 
MOODY'S PRIOR WRITTEN CONSENT. All Information contained herein is oblalned by MOODY'S from 80\1rces believed by It to be 
accurate and reliable. Because of llie possiblllty of hunian or mechanlcnl error as \vel1 as other faciors, however, all Information contained 
tiereln Is providad "AS IS'ivllhout warranty of any kind. MOODY'S adopts all necessary nieas\Ires so (hat lhe lnfornialion It uses In 
asslgnlng a credit rating Is of sufficient qualily and from s o w m  Moody's conslders to be reliable, Including, when approprlnte, 
independent Ihlrdparty $ovrces. Hovrctver, MOODY'S Is not an auditor and cannot In every Instance lndependeiilly verify or valldate 
Informallon received In llie rating process. Undor no circumslances shall MOODY'S liavo any IIabiliIy to any person or entity for (8) any 
loss or daniago In whole or In pari caused by, resulting from, or relating lo, any error (negligent or otlienvise) or other clrciinistance or 
contingency wlhin or oulsfde the corilrol of MOODY'S or any of Its dlredors, olllcers, employees or agents In connecllon with lhe 
procureniont, collacllon, compllallon, nnalysis, interprelation, communlcallon, publlcation or delivery of any such Infomrallon, or (I)) any 

http://vr/lw.moodys.com
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dlrecl, Indlrect, speclal, consequenlial, compensatory or lncldotital damages whatsoever (Including wllliout Ilmllatlon, lost profits), even If 
MOODY'S Is advised In advance of the posslblllty of such domages, resulling from lhe use of or Inability to tise, any such Inforniatlon. The 
ratings, flnancial reporllng analysls, projecllons, and other observeUons, If  any, constltuling part of lhe InfOrnlallOn contained heraln are, 
and must be construed solely as, slatenients of oplnfon and not sloternenls of fad or recommendatlons lo purchase, sell or hold any 
securilles. Each user o l  the inforniallon contalned hereln musl make Its own study and evaluatlon of each socurlty It niay consider 
purchasing, holdkg or selling. NO WARWNTY, EXPRESS OR IMPLIED, AS TO THE ACCUflACY, TIMEI.INESS, COMPLETENESS, 
MERCHANTAARII.ITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR 
INFORMATION IS OWEN OR MAOE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER. 

MIS, a rvhol[y.owned credlt rating agency subsidlary of Moody's Corporatlon ("MCO"), tiereby discloses that most issuers of debt 
secwitles (Includlng corporate and munldpal bonds, debentures, notes and conimerclal paper) and preferred slock rated by MIS have, 
prior (0 assignment of any mtlng, agreed to pay lo MIS for appralsal and rating services rendered by It fees ranging from $l,t00 to 
approximtttely $2,600,000. MCO and MIS also nialntaln policies and procedures to address tile independenca of MIS's ratings and rallng 
processas. Informa(fon regardlng certain affiliations that may sAst behveon directors of MCO and ralod enlltles, and bekveen entitles who 
hold ralings ffom MIS and have also piibllcly reported lo the SEC an ownership Interest in MCO of more than 595, Is posted annually at 
!gg!,ydnoodvs,wm under (lie headlng '~Sharehokder Relations - Corporate Governance - Dirsclor and Shareholder Affiliation Policy." 

Any piiblimtion inlo Australla of this document Is by MOODY'S afOllale, Moody's Investors Service Pty Llmlted ABN 01 003 399 657, 
whlch frolds Australian Flnanclal Servlcss Llcense no. 336969. This doctinient Is intended to be provlded only to '\VhOl~?s€~le cllents" \Vltllln 
the meaning of section 76SG of Ihe Corporatlons Act 2001. By contitiulii~ lo access this docunienl from wilhln Australia, you represent to 
MOODY'S that you am, or are accessing the docunient as a repfosontative of, a "wholesale dlent" and that neither you nor Ihe entity you 
represent witl dlr8Ctly or indirediy dfssemlnate (his document or its contents lo Vetall clionts" ivlll~ln the meaning of secllon 761 G of tho 
Corporations Act 2001, 

Not\.rllhsfandlrrg the foregoing, credlt retlngs asslgned on aiid afler October I, 2010 by Moody's Japan K.K. ('MJKK") are MJKK's current 
opfnfons of the relative fuluro creedit rlsk ofenlilfes, credlt conin~iImenIs, or debt or debt-like securilles. In such a case, "MIS" In Iho 
foregolng statenients shall be deemed to be replaced wlb "MJKK. MJKK is a wholly-owned credlt rating agency subsidiary of Moody's 
Group Japan G.K,, wltlch Is wholly owned by Moody's Overseas Holdings II)C.~ a v/holly-owned subsidlary of MCO. 

Tlds credlt rallng is an opinion as to the credltworlhlness or a debt obllgation of the Issuer, not on the equity securltles of lh8 Issuer or any 
form of security that Is available to rotail Investors. It would be dangerous for rstall Investors lo make any invesfnient dedslon based on 
If& credit mllng. I f  In doubt you should contact your flnancial or olher professionsl adVlSf3f. 
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Fltch Afflrins tho Ratitiys of PPL atid Subs on Actlitisifion Rallngs 
02 Mar mi G:I I I'M (esr) 
Fllch Ratings-New York-02 Mofch 2011; FHch Rallngs has afflrnied lho ratlngs of PPL Corp, (PPL) and 119 U.S, 
subsldlarlos follovilng the annouticeinent of a dokilive agreement to acqvlre the ConIral Nohvorks UK elecldc dlstrlbutlon 
businesses from EON UK plo for $5.6 blllion In cash plus tho assumption of $000 nlllllon of debt and Iransecllon costs. 
The Rallngs Ouflook for all erllilles Is Stable. Seo a full fist of ratlngs alfirrned belovr. 

The nlflrinatlon reflects the reducilon In btislness risk that results froin the addlllon of hvo regulated etoctric utllllies, and tho 
on.golng transforniatlon from R company rollatit on comniodlly-sensltlve buslnessos (0 one that Is highly regulated. It also 
assumes thnt tho lnltlal lncreaso In loverage, as measured by the rallo of debUEBITDA, vrlll decllne over the next few yoars 
as the company roalires s fuli your of oarnlngs from Ihe November 2010 acqulsltloll of LGPIE & I N  Energy LLC (raled vtlth 
a 'BBBi' Issuer Default Raling (IDR] by Filch) and from tlie lnlegralion of Cenlral Notworks. In addlllon, fhe majon'ly of tho 
acqul6lllon debt wlll be housed at llie newly acquired UK subsldlarles, ant1 will be non-recome to PPL. The capllal markel 
risk of placing the permanent debt and eqully finsnclng and the abllity lo extract expected synorgles from the nowly 
acqulred Ut( buslnessos are the prlmary crodll coticerim Them am no regulatory approvuls requlred and management 
expects to complelo the fratisaction In April 2011, 

PPL plans lo lnlllally kind the $6.0 bllilon acqulsltiori wlth drawings under a conwiltled bridge loan facillly, The permanetit 
financing, expected to bo completed In the secolid qliarler of 201 1, wlll be coruprised o l  approxlmately $1,76 blllion of 
coinmon eqully, $876 tiilllion of mandatory converltblo debl, and $3 bflllon of subsldlary deb1 lflcludlng $760 mlllion at an 
intermediato UK holding oonipuny and $2.45 billion at Cenlral Networks' two operating utllitles, Cenlral Networks East plc 
and Central Notworks Wesf plc. Tho capilal niarket rlsk Is mttlgated by the short llme frame to closing. Fitch calculates the 
pro fornia 2010 ratlo of debUEBlTDA wlll Ini(lally splke to 5.0 (lines (x) compared to flro adjusted 2010 DebEBITDA of 
4,4%, By 2013, Fitch expocls Ihe deb1 rallo lo fall boiovr 4 . 0 ~ ~  

I 

The acqulslllon substanllally reducos PPL's commodity prlce exposure and lowers Fltcli's buslness risk assessment by a 
full catcgory. By 2023, management expects to derive approxiniately 75% of EBITOA from regulated operallons compared 
fo approxtmately GO% prior lo lhe currenl transactloli arid about 30% prior to the acyitisillon of LO&E and KU Energy In 
Novenibor 2010. The service lerrilorles of Catitral Netvtorks' Iwo oporallng ulllllles are contigtious With PPL.'s ofher UK 
eleclric dlslrlbullon buslness, Western Povw Dlstrlbutlon, whlcli provlcles the opporttrnity for synergy savings, which under 
UK regulntlon we retained until the iiexl piice review due in mld-2013. 

Fltch offirms tho following ratings wllli a Stable Outlook: 

PPI_ Corp 
--Lony-lerm IDR at 'RBR'; 
--Short-term 1DR at 'F2'. 

PPL Energy Supply, LLC 
--Lotig.lerm IOR at 'EBB'; 
--Senlor unsealrod debt at 'BBB'; 
--Short-term IDR at 'F2'. 

PPL Capllal Funding Inc. 
--Long-lerm IDR at 'BBB': 
--Short-term IDR at 'F2'; 
.-Senfor unsecured debt at '088'; 
--Jr. subordlnatetl notes at 'BBt'. 

PPL Eleclrlc Utilllles Corp. 
--Long-term IDR at 'BBD'; 
-..Socrtrotl doh1 'A-'; 
-.Preference stock fit 'BBU-'; 
.-Shoit-lerni IDR at 'F2'; 
--Commercial paper nl 'F2'. 
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LG&E snd KU Energy LLC 
..Long-term IDR a l  'BB!3+'; 
.,Senlor unsectired dobt at 'RDB+': 
..Short.tarm IDR ot 'F2'. 

Kentucky Utllilies Company 
--Long.term IDR at 'A-'; 
..Secured debt at 'At.'; 
--Senlot irnsecctred debt at 'A'; 
.-Short.tern, IUH at 'FZ'. 

Louisville Gas and Eleclrlc Conipany 
--I.on&ierm IDR al 'A-'; 
.-Seatred debt at 'At'; 
..$onlor unsecured dobl at 'A'; 
--Short.lerm IqR at 'F2'. 

Contact: 

Primary Analysl 
Roberl tlornlck 
Senlor DJreclor 

One Slate Slreet Plaza 
New York, NY 10004 

.+I -21 2-900-0523 

Secondary AnaFysI 
Phllippe Beard 
Assoclale Dlroctor 
+I-212-908-0242 

Coninilltoo CRalrperson 
Glen Grabelsky 
Managlng Director 
+I-2 12-000*0577 

Medla Refallons: Cindy Sloller, New York, Tel: +I 212 908 0526, Erneil: clndy.sloller~2fi~chrallngs.com. 

Addlllonal Information Is available at 'vrvrvr.frlcl~rallngs.cot~', 

Applicable Criterla and Related Research: 
--'Corporate Raling Mothodology' (Nov, 24, ZOOS); 
--'Credit Ralhg Gvldolfnes for Regulated ullllly Companies' (July 35, 2007); 
-.'U.S. Povw and Gas Cottiparatbe Operatlng Rlsk (COR) Evaluatfon and Fltianclal Guidelines' (August 22,2007). 

Appllcabte Crllerla and Related Research: 
U.S. Power and Gas Cornparallve Oparallng Rlsk (COR) Evaluation and Flnanclal Guldelliies 
Credit Rallng Guldellnss for Regulnled Ullllly Companies 
Corporate Rating Melhodology 

ALL FITT;H CREDIT RATINGS ARE SUBJECT TO CERTAlN LIMITATIONS AND DISCLAIMERS. PLEASE HEAD 
THESE LIMITATIONS AND DlSClAlMERS BY FOI.LOWiNG THIS LINK: 
H?TP://FI'fCHWATIN~S.COM/UNOERSTANDINOCR~:'DITRATINGS. IN ADDITION, RATING DEFINITIONS AND THE 
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE 
'WWW.FITCHMTINGS.COM. PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM 
THIS SITE AT A I L  'TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE 
FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM 
THE 'CODE OF CONDUCT' SECTION OF THIS SITE, 

Copyrlgkt 0 201 1 by Fltch, Inc, Fit& RallnDs Ltd. snd Its subsidlsrles. 

http://WWW.FITCHMTINGS.COM




Fitcli Ratings-New York-04 November 2010: (This is a cori.eclio~~ for a release issuctl on Oct. 25, 
20 IO.  Tt amends the expected senior unsecwetl ratings for both Louisville Gas aiid Electric 
Company oiirl Kentucky IJtility Conipany lo 'A',Tn acltlition, the Tssuer Defaull Ratings atid 
sliorl-term IDRs for all entities arc iiaw filial and the Rating Outlooks Stable.) 

Pitch IZntiiigs expects to nssigii Ihe ratings listcd below to Keiitiicky Ufilities Cotnpany (KU), 
Louisville Cins niid Electric Cotupaily (I,G&E), ant1 LG&E and KU Energy LLC (curxcntly E. ON 
US) followiiig tlic close of PPI, C:orp.'s ( ISSLI~I-  Default Rating [IDR] 'BDU') acquisition of EON 
U.S. The expected raliiigs are as follows: 

LG&E aut1 KU Energy LLC 
--Issuer Default Rating (IDR) 'BBR-P; 
--Senior unsecured debt 'E3BB-t.'; 
--Short-tem IDR 'F2'. 

Kenlucky Ulilifics Co. 

--Secured dcbt 'A-t'; 
--Senior unsecuied dcbt 'A'; 
--Sl~ort-tenn IDR T2', 

--IDR 'A-'; 

Louis\4lle Gas aiid Electh Co, 

--Secured debt 'A+'; 
--Senior tinsecured debt 'A'; 

( i  --IDR 'AT'; 

--ShorE-te~lli IDR 'FZ'. 

'L'lie proposed ratings rcflcct the cuneiitly sound credit quality of the two regulaled utilitics, 1'PL's 
bnlaiiceti financing plan for coiiiplctiiig the acquisition, constructive regulatory policies in Keiitucky 
aiid llic Kentucky Public Service Cominjssion's (PSC) track recoiLd for titnely rale decisions. 
Coiistriictivc rcgulatoiy policies iiiclucle a tnonlhly iiicl adjustment clanse and an envirosmental 
cos1 recovery (ECR) nieclinuisni. The ECR mecliaiiistii substaiitiaIly reduces the eiiviroimeiital 
risks associated with the coiiipniiies' coal-fired generating portfolios. Regirlntory slatufes also 
iiicliitlc thc inclusion of coiistructiot~ work iu progrcss (CWJP) i n  rate base, Consequeotly, the 
utilities' investment i i i  'L'rimble Coillily unit 2 (TC2), a 7G0 iiiw coal plant espected (0 cntcr 
commcrcinl operation by yeat*-enci, is already reflccted in rate base, Moreover, the majority of its 
lion-fuel operating costs wcrc yecognized in rates i n  the July 2010 rate older, which relied 011 a test 
year ended Oct. 31, 2009, at  which lime TC2 was already i l l  testing niode oiid fiilly stnffed. In July 
2010, the two utilities each rcccived conskructise rate decisions froni the Kentucky PSC that will 
enhance earnings and cash flow, Tlie rate decisioiis were issued six months aftcr the coinpaiiies' 
filed their rate iiicrease rcquests fofIo\viling a sef(lenienl agreement with interveiiors. 

'The priniary crcdit coiiccriis, other tltaii exposure to cliaiigiiig eiiviroutnentnl regulations, is a 
provision in the cliaiigc of coiitrol settlement that proliibits the coinpanies fiom seeking a base rate 
adjustinent that would be effcctivc pi*ior to Jan. 1, 20 I3 (excluding fuel and ECR adjustments), 
n4ticli will require the cotnlmy to absorb cost jwreases in the ititcriiii, and the delay jil comaiercial 
operation of TC2. Burlier iiialfuiictions aiid a transformer failure occurred during comniissionhg 
and testing activity of TC2 conducted in the sccond mid third quat'ler of 2010 causing n dclay i t1  
'IT2 commercinl operalion. Thc w i t  is iiow espected to enter conlmcrcinl operation by year end. 
Because TC2 was constmcted with a fixed price contract with liquiclated clauiages, the W o  utilities 

1 .  



are iiot expectcd to incui. n n y  sigitificaiit additionnl capihl costs fro~n the start-up delay. 
L 

, 
i i  

011 April 28, 2010, E O N  AG eiitei'etl iiifo a deliiiitivc ~greciileiit to sell PPL CoIp. (PPL) its cquity 
iiiteresls hi E,ON U S .  LLC, the pareiil coinpnny of LG&E ant1 KU. The cash purcliase price, 
excluding the assuniption of's925 iuillioii of pollution control bonds, is appuosiinntely $6.7 billion. 
In June 201 0, PPI-, iswed ail aggregate of $3.6 billioii of coiiiiiioii equity iuid hybrid secwitics to 
coiiiplcte the equity and hybrid security portion of the acquisition fiiiaiiciiig plan, including $1.15 
billioti of equity units mid $2.484 billioii of coiniiioii equity (net proceeds of $1, I 16 billioii atid 
$2,409 billion, respectively). The reii~aiihg cash purchase price of approxiinntely $3,175 billion 
will be fiindetl with a draw 011 PPL's existing credit fncility, to be repaid with the proceeds of 
subsidiary debt to be issued after closing the transaction nnd cash. Mnnngciiieiil has indicated i t  
pfaiis to issue appiasiinately $2.1 billion of Gist inortgage bonds at  tlic two utilities anti io retire a 
similar amount of esisling inter-coiqmy borrowings, Coiiseqticntly, debt levels sliould not be 
iiieniiitigfiilly differeiil fram the Jwie 30, 201 0 Icvels nud going foiisard leverage and interest 
coiwagc measures shorrltl bencfit froin recently iiiipicmeiited rate increases as iwll as ncccssiiig tlie 
cnpitnl tnni'keis diiriiig ti pcriod of escel)tiot~~lly low interest rates. Planiicd debt financing nt LG&E 
arid KU Energy LLC of npproxiniately $SO0 niillioii is well below the existing parent 
intcr-coittpany borrowings of inore tlian $2 biliioii. 

PPL expects to close the acquisition ii i  the fourth qaartcr of 2010, 011 Sept. 2,2010, PPI, reaclietl a 
seltleiiiciit agreemeni with all intervening parties in its chaugc of control application in Kentucky. 
In the seltleinetrt, PPL agreed not to raise base rates before Jan, 1, 2013 (escluding firel and ECR 
atljustments). Rate incrcases that took effect 011 Aug. I ,  2010 will remain in place. The cliangc of 
control agrcement nlso provides for SO/SO sliariiig of oily earnings above n 10.75% ROIL On Sept. 
30, 2010, the Kcnhicky PSC nppuovcd tlie proposed acquisition subject to PPL's acceptance of al l  
condi[ioiis, Stak  regulator's ia Tennessee and Virginia I w e  also approvcd the inergcr. Other 
required approsals iiiclude the Fcdcml Energy Regulatory Cottiinissioii (FERC). Peiiusyl.ilnnin 
Priblic Utili(y Coiiiriiissioii (PUC) npproval is not required. 

contact: 

Prilllary Ailaipsc 
Roberi Horjiick 
Senior Director 

Fitcli, inc. 
One Stnte Street Plaza 
New York, NY 10004 

( :  

3-1 -2 12-m8-0523 

SeconcIary Aiinlyst 
Glen Grabelsky 
Managiug Direclor 
-t- 1-2 12-908-0577 

Conuiiittee Cliairpersoii 
Philip Sinpth 
Senior Director 
t- 1-2 12-9OS-053 1 

Pvledin Relations: Cindy Stollcr, New Youk, Tel: ti 212 908 0526, Elnail: 
ciiidy,stoller'Ofitchrotings.coii~, 

Applicable Crileria atid Related f<esearch: 
--'Corporstc Rating Methodology' (Nov. 24, 2009) 
--'Credit Rating Guidelines for Regulated utility Cooipanics' (duly 3 1, 2007) 
--'US. Powcr nitd Gas Compnrative Operating Risk (COR) Evaiualioii and Fiiwicial Guidclities' 
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ALL FITCK CREDlT liA'I'NGS ARE SUBJECT TO CERTAIN LIMlTATIONS AND 
DISCLAIMERS, PLEASE READ TIE,SE LTMITATIONS AND DISCLAIMERS BY 
FOLLOWING THIS LINK: 
HTTP://FITCHRATINGS.CO~~~DERSTANDINGCREDITRA?'l~GS. IN ADDITION, 
RATING DEFINlTTONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE 
ON TIE AGENCY'S PI JRLIC WEBSITE 'W~~~T'W,PITCHRATTNCrS,COM'. PUBLISHED 
RATINGS, CRITERTA AND METHODOLOCIES ARE AVAILABLE YROM 'THIS SITE AT 
ALL 'I'IMES. FITCH'S COD13 01; CONDUCT, CONPIDENTJALITY, CONFLICTS OF 
INTEREST, AFFILTATE FIREWALL, COMPLIANCE AND OTHER RELGSANT POLICIES 
AND PROCHDUIIES ARE ALSO NAlLABLl3 FROM THE 'CODE OF CONDUCT' SECTION 
OF THIS SITE, 
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LG&E aiid I W  Energy LL,C's Senior IJnsecured 
Debt Rated At 'BBK', Subsidiaries' First 
Mortgage Bonds Rated A t  'A' 
Pritiiary Credit Analyst: 
Gerrit Jepsen, CFA, New York (1) 212438.2529. gerrit-jepsen@standardandpoors.com 

Secondary Contact: 
Barbara A Eiseman, New York ( I  121 2-438-7666; barbara-.eisernan@standardandpoors.com 

NEW YORK (Standard & Poor's) Nov. 8 ,  2010--Standard & Poor's Ratings Services 
assigned its 'BBB' rathg to LG&E and KU Energy LLC's $875 million senior 
unsecured debt offering. 

In addition, we assigned our 'A1 issue-level ratings and pl+t recovery rating 
to Kentucky Utilities Co.'s (KU) and Louisville Gas & Electric Co.'s (LG&E) 
approximately $2 billion first mortgage bond offerings. The issue-level rating 
and recovery rating reflect our highest expectation of full recovery of 
principal (100%) in a default scenario since both utilities can issue new 
secured bonds in an amount. not exceeding 6 6 . 7 %  of property additAons. 

These rating actions fo l low PPL Corp.'s Nov. I, 2010,  acquisition of E.ON U.S. 
LLC (now known as LG&E and KU Energy LLC) and utility subsidiaries LG&E and 
KU, Please see PPL Carp. Upgraded To 'BBBi' And Off Credit.Watch On Expected 
Closing Of E.ON Acquisition. 

RELATED CRITERIA AND RESEARCH 
e 2 0 0 8  Corporate Criteria: Analytical Methodology 
Crit.eria Methodology: Business Risk/Financial Risk Matrix Expanded 
2008 Corporate Criteria: Ratios And Adjustments 

0 Methodology And Assumptions: Standard & Poor's Standardizes Liquidity 
Descript,ors For Global Corporate Issuers 

RATINGS LIST 
LG&E and KU Energy LLC 

www.sfandardandpoors.com/ratingsdirect 

mailto:gerrit-jepsen@standardandpoors.com
mailto:barbara-.eisernan@standardandpoors.com


LG&E crud KrJ Eucrgy LLC's SeirioT Utuecrirerl Debt Rated At 'BBB' ,  Siibsidiarics' First Mortgcrge B o d s  Rated At 
'A' 

Carp. credit rating BBB+ /Stable/ - - 

Kentucky Utilities Co. 
Carp. credit rating BBB+/Stable/A-2 

Louisville Gas & E1ectri.c Co. 
Corp credit. rating BBB-c / S t ab1 e / -. .- 

Rat irigs Assigned 

LG&E and KU Energy LLC 
Senior unsecured debt due 2015 & 2020 BBB 

Kent.ucky Utilities Co. 
First. mortgage bonds due 2015, 2020 & 2040 A 
Recovery rating 1+ 

Louisville Gas & Electric C o .  
First; mortgage bonds due 2015 & 2040 
Recovery rating 

A 
It 

Complete ratings information is available to Rat-ingsDirect subscribers on 
the Global Credit. Portal at wwtr.globalcredit;portal.com and RatingsDirect 
subscribers at www. rat.ingsdirect , corn. All ratings affected by this rating 
action can be found on Standard & Poor's public Web site at 
www.standardandpoors.com. Use t h e  Ratings search box located in the left. 
calunin. 

Standard eC Poor's 1 RafingsDirect on the Global Credit Portal I November 8,2010 

http://wwtr.globalcredit;portal.com
http://www.standardandpoors.com


Copyright 0 2 0 1  1 by Standard & Poors Financial Services LlC (S&P), a subsidiary of The McGiawHilI Companies, lnc All rights reserved 

No content (including ratings, credit-related analyses and data, model, sofhvare or oltier application or output thorelrom)or any part thereof [Conlent) may be modified, 
revorso engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior wrilten permission of S&P. The Content 
shall not be used for any unlawful or unauthorized purposes. S&P, its affiliates, and any third-party providers, as well as their directors, officers. shareholders, employees or 
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of tho Content. S&P Parties are not responsible for any errors or 
omissions, regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is 
provided on an 'as is' basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING. BUT NOTLIMITEO TO, ANY WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICUM PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING 
WILL BE UNINTERRUPTED OR THAT THE CONTENT WI11. OPERATE WITH ANY SORWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parlies be liable to any 
party for any direct. indirecl, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without 
limilation, lost inconie or lost profits and opportunity costs) in connection with any use of the Content even if advised of Ihe possibility of such damages. 

Creditdated analyses, including ratings, and slatements in the Content are statemenls of opinion as of  the date they are expressed and not statements of fact or 
recommendations to purchasa, hold, or sell any securities or to make any inveslment decisions. S&P assumes no obligation to update the Content following publication in any 
form or format. The Content should not be relied on and is not a substitute for the skill, judgment and experience of  the user, its managcmeni, employees, advisors and/or 
clients when making investment and other business decisions. S&P's opinions and analyses do not address the suitabilily of any security. S&P does not act as a fiduciary or 
aninvestment advisor Wliile S&P has obtained information from sources i t  believes to be reliable, S&P does not perform an audit and underlakes no duty of due diligence or 
independenl verification of any information it receives, 

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objeclivity of their respective activities As a result, 
certain business units of S&P may have information that is not available to other S&P business units. S&P has eslablished policies and procedures to maintain the 
coniidonliality of certain non-public information received in connection with each analylical process. 

S&P may receive compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right 
to disseminate its opinions and analyses. S&P's public ralings and analyses are made available on its Web sites,wun*/.standardandpoors.com (free of charge), and 
w\~nv.ratingsdirect.com and w\~~~/.globalcreditportal.com (subscription), and may be dislributed through oiher means, including via S&P publications and third-party 
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MOODYk 
INVESTORS SERVICE 

Rating Action: Moody’s downgrados PPL atid PPL Electric, outlook stable 

Global Credit Research - 28 Apr 2010 

Approximately $1.3 bllllon of rated Instruments affected 

New York,April 28,2010 -. Wdy’s Investors Service (M3ody’s) downgraded the long-term unsecured ratings of PPL 
Corporation (PPL: Issuer Rating to Baa3 from BaaZ), and its subsidiaries PPI. Electric Utllities Corporatlon (PPL Ell: 
senior unsecured to Baa2 from Baal), and PPLCapilal Funding, lnc. (PPL Capital: senior unsecured guaranteed by 
PPL. to Baa3 froni Baa2); t heM rating for PPL EU’s secured debt, and its Prlme-2 rating for commerclal paper are 
afflrmed. The outlook for PPL, PPL EU, and PPL Capital is stable. The ratings of PPL‘s subsidiary PPL Energy Supply 
(PPL Supply: Baa2 senior unsecured) are affirmed and the oullook remalns stable. 

The ratlng actions follow PPL‘s announced agreement to acqulre EON US. LLC (E.ON IJS.)  and its subsldlaries 
Louisville Gas & Electric Company (LG&E) and Kentucky Utilities Company ( N J ) ,  and whlle reflective of the 
announced transaction, are driven more by weakening financial nietrlcs and the negative outlooks that had been in 
place for PPL EU and PPI. for the past year. 

On April 28,2010, PPLannounced that It had reached a definitive agreement with E.ONAG to acqulre E.ON U.S, the 
parent company of LG&E and KU, two regulated utilities with operations principally in Kentucky. The transaction 
values E ON U.S. at approximately $7.6 billion, including the assumption of $925 million of existing tax-exempt debt 
and the repayment of E.ONAG intercompany debt. Permanent financing for the transaction will include a combination 
of common equity, utility first mortgage bonds, utility holding company bonds, hybrid securitles and cash on hand. We 
anticipate that PPL will arrange the permanent financing in a balanced manner that will be supportive of its Baa3 
Issuer Ratlng, 

PPL‘s Baa3 lssuer Rating considers the additional regulatory scale, diversity and cash flow stability that are llkely to 
result from its planned acquisition of E O N  US. On a pro-forma basis, we anticipate that over 50% of PPL‘s assets 
and cash flows would be associated with regulated operations; absent the transaction, we would expect regulated 
contributions to remain significantly below 50%. The rating also considers the challenges the company is facing as It 
transitions to a fully competitive market in Its Pennsylvania service terrltlxy where significant utility lnvestnient is 
needed while its wholesale generatlon buslness continues to operate within weakened conmodltles markets. The 
rating reflects pro-forma consolidated credit proflle and cash flow credit metrlcs that we anticipate wilt remain within 
ranges appropriale for the rating. The Baa3 ratings for PPL and PPL Capital also recognize their structurally 
subordlnate positbn relatlve 10 the Baa2 senior unsecured debt of PPL Supply and PPL EU, and to ilkely holding 
company and operating company debt at the Kentucky utilities. 

The downgrade for PPL EU reflects our continued expectatlon that beglnnlng In 2010, the company’s cash flow credit 
metrics will decline dramatically from their recent levels and will remain toward the lower end of the ranges indicated 
in Nmdy‘s August 2009 Rating Methodology for Regulated Electrlc and Gas Utilities (the Regulated Methodology) 
rated Baa for the foreseeable future, The expected decline in melrics comes as PPL EU implements market rates for 
generation while simultaneously incurring increased expenditurs for capital lnvestrnent to support and maintain the 
reliabllity of its aging distribution and transmission systems. As a result, PPL EVs debt burden will increase, and cash 
flow coverage of debt and debt service Is expected to be dramatically reduced. For example, for the foreseeable 
future, the ratio of cash flow from operations excluding changes in working capital (CFO Pre -- WC) to debt, 
calculated in accordance with Moody’s standard analytical adjustments, is expected lo remain in the low-to-nild teens, 
and the ratio of CFO Pre --  WC plus interest to interest is anticlpated to remain around three times. 

The affirmation of t h e m  rating for the senior secured debt at PPL EU reflects its priority position within PPL EU’s 
capital structure and follows W y ’ s  August 2009 implementation of wider notching between the vast niajority of 
ratlngs for senior secured and senior unsecured debt ratings for investment grade regulated utilities. Issuers wlth 
negative outlooks were excluded from the &gust implementation. 

The affirmation of the Baa2 senior unsecured ratings for PPL Supply considers the relatively strong market and 
competitive positim that results from its significant base-load generatlon portfolio located primarily near load serving 
entitios within the highly Iiquld and transparent PJM market The affirmation also recognizes that 2010 Is the first year 
the company is ablo to sell power produced by its Pennsylvania generation resources at market fates. For 2010 and 
beyond, we anticipate increased volatility of cash flows, mitigated to some extent by PPL Supply’s hedglng strategy; 
however, we also anticipate a strengthening of its cash flow credit melrics commensurate with tho company’s 



Increased business risk. For example, we anticipate the ratio of CFO Pre-WC to debt (excluding the debt and cash 
flovis associated with Its 1J.K distribution utllities) to remain above 25%. PPL Supply's published consolidated credit 
nietrics will continue to be impacted by the ownershlp of its U.K. distribution utilities, which benefit from reasonably 
stable cash flow, but also employ leverage conimensurate with their regulated network activities. We antlclpate PPL 
Supply's consolidated published ratio of CFO Pro-WC to debt will remain above 20%. 

The stable outlook for PPL EU reflects our expectation that PPL E l k  financial metrics will generally remain within the 
ranges Indicated for electric distribution and transmission utllitles rated Baa. The outlook also assunws that PPL. EU 
wlll finance its significant capital expenditure program In a manner that Is consistent with malntaining 11s current credit 
profile and that it will continue to successfully manage Its regulatory relationships as Pennsylvania continues Its 
statewide transillon to market rates. 

The stable outlooks for PPL Supply, PPL Capital, and PPL reflect our view that the planned acquisition of E.ON US. 
will be financed in a balanced manner that is consistent with PPL's Baa3 Issuer rating. The stable outlooks also 
assume that in 2010 and beyond, PPL Supply's low-cost, strategicalty placed, prlmarily base load generating assets 
will generate increased cash flows, and that PPLwlli continue to seek to mitigate the volatility of these market based 
cash now by use of disciplined hedging strategles. h addltlon, the stable outlooks assume that the transitlon to the 
conipelitive electricity market In Pennsylvania wII1 continue to proceed relatively smoothly and that PPI. EUs planned 
capital expenditures will be financed In a manner that ts suppalive of its credit quality. 

The principal methodology used in ratlng PPL EU, PPL and PPL Capltal was Rating Methodology: Regulated Electric 
and Gas tltillties, published August 2009 and available on www.moodys coni in the Rating kthodologles sub- 
directoty under the Research and Ratings tab. The principal methoblogy used In ratlng PPL Supply was Rating 
Wthodology: Unregulated lltllities and Power Companies, published In August 2009 and also available on 
www.moodys.com In the Rating hrsthodologies sub-dlrectory under the Research & Ratings tab. Other 
methodologles and factors that may have been considered in the process of rating these issuers can also be found In 
the Rating Methodologies sub-dlrectory on M y ' s  website. 

b d y ' s  last ratlng action on PPL EU, PPL, PPL Capital and PPL Supply occurred May 11,2009 the outlooks of PPL 
EU, PPL and PPL Capltal were revised to negative from stable and the ratings of PPL Supply were affirmed with a 
stable outlook. 

PPL is a diversified energy holding company headquartered in Ailentown, Pennsylvania. PPL EU Is a regulated 
transmisslon and distribution utlllty; PPL Supply Is a holding company engaged primarily in non-regulated generation 
and marketlng of power In the US, and the regulated delivery of electricity in the U.K.: PPL Capital is a financing 
suhsidlary of PPL- its debt Is guaranteed by PPL. 

Downgrades: 

PPL. Corporation 

Issuer Raling, Downgraded to Baa3 from Baa2 

PPL Capital Fundlng, Inc. 

Junior Subordinated Regular BondlDebenture, Downgraded to Bal from Baa3 

bkfltlple Seniority Shelf, Downgraded to (P)Baa3, (P)Bal from (P)Baa2, (P)Baa3 

Senior Unsecured Regular Bond/Oebenlure, Downgraded to Baa3 from Baa2 

PPL Electric Utilities Corporation 

Issuer Rating, Downgraded to Baa2 lrom Baal 

Multiple Seniority Sholf, Downgraded to (P)Bal from (P)Baa3 

Preferred Stock, Downgraded to Ba l  from Baa3 

Senior Unsecured Bank Credit Facllity, Downgraded to Baa2 from Baal 

Senior Unsecured Revenue Bonds (Lehiyii County lndustrlal Development Authority), Downgraded to Baa2 from Baal 

Outlook Actions: 

http://www.moodys.com


PPL Corporatlon 

Outlook, Changed To Slablo From Negative 

PPL. Capital Funding, Inc. 

Oullook, Changed To Stable From Negative 

PPL Electrlc Utllilies Corporation 

Outlook, Changed To Stable From Negative 

New York 
Laura Schumacher 
Wce President - Senlor Analysl 
Infrastructure Flnance Group 
b d y ' s  Investors Service 
JOURNALISTS: 21 2-553-0376 
SUBSCRIBERS: 21 2-553-1653 

New York 
William L. tiess 
Nsnaglng Director 
Infrastructure Finance Group 
bhody's Investors Service 
JOURNALISTS: 212-553-0376 
SUBSCRIBERS: 212-653-1653 
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0 Copyright 2010, M y ' s  Investors Service, hc. and/or its licensors Including Moody's hssurance Company, inc. 
(together, ''EnoODYS"). All rights reserved. 

CREDIT W I N G S  ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS') CURRENT OPINIONS OF THE 

SECURITIES, MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MRI NOT MEET ITS 
C O N T W T U N ,  FINANCIAL OBLIGNIONS AS THEY COME DUE AND ANY ESTlMPiTED FINANCIAL LOSS 

NOT LIMITED TO: LIQUIDITY RISK, MPRKET VALUE RISK, OR PRICE VOIAI'ILITY, CREDIT RATINGS M E  
NOT STATEMENTS OF CURRENT OR HISTORICAL FMT. CREDIT RATINGS DO NOT CONSTITUTE 
INVESTMENT OR FINANCIAL ADVICE, PND CREDIT W I N G S  PRE NOT RECOMMENDNIONS TO 
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE 
SUITABILITY OFPN INVESTMENT FOR PNY PARTICUM INVESTOR. MIS ISSUES ITS CREDIT W I N G S  
WTH THE EXPECTATION AND UNDERSTANDING THAT W H  INVESTOR VWLL MPXE ITS O W  STURY 
AND EV.UNION OF E%CH SECURITY T H N  IS UNDER CONSlDEfV@lON FOR PURCHASE, HOLDING, OR 
SALE. 

RELAWE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-UKE 

IN THE mNr OF DEFWLT, CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT 
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Research Update: 

PPI-, Corp. Is Lowered 7-0 'BBR' And Placed On 
CreditWatcli Negative After Acquisition 

Overview 
We lowered our  r a t i n g s  on d i v e r s i f i e d  energy company PPL Corp. (PPL)  and 
i ts  a f f i l i a t e s  PPL Energy Supply (PPL Energy) ,  LG&E and K17 Energy LLC 
( L K E ) ,  L o u i s v i l l e  Gas & E l e c t r i c  Co. ( L G & E ) ,  and Kentucky Ut . i l i t i e s  C o .  
( K U )  t o  IBBB' from IBBB1-l. 
We lowered t h e  r a t i n g  on PPL subs id ia ry  PPL E l e c t r i c  U t i l i t i e s  (PPLET7) t o  

At t h e  same, t i m e  we placed a l l  t h e  IBBB' r a t i n g s  on CreditWatch with 
negat.ive i m p l i c a t i o n s .  
The shor t - te rm r a t i n g s  on Kentucky U t i l i t i e s ,  L o u i s v i l l e  Gas & E l e c t r i c ,  
and PPLEU a r e  ' A - 3 ' .  
The downgrades and CreditWatch l i s t i n g  fol low P P L I s  proposed a c q u i s i t i o n  
of E . O N  I J K I s  Cent ra l  Networks West PLC (CNW) and Cent ra l  Networks E a s t  
PLC (CNE) . 

'BBB' from ' A - I .  

Rating Action 
On March 2 ,  2 0 1 1 ,  Standard & P o o r ' s  Rat.ings S e r v i c e s  lowered t h e  corpora te  
c r e d i t  r a t i n g s  on PPL Corp. (PPI,) and i t s  a f f i l i a t . e s  PPL Energy Supply (PPL 
Energy),  LG&E and KU Energy LLC ( L K E ) ,  L o u i s v i l l e  Gas & Electr ic  C o .  (LG&E),  
and Kentucky I J t i l i t i e s  Co. (KIJ) t o  'BBB' from 'BBBt' and p laced  these  r a t i n g s  
on CreditlVatch with n e g a t i v e  i m p l i c a t i o n s .  We a l s o  lowered t h e  r a t i n g  on PPL 
s u b s i d i a r y  PPL Electr ic  U t i l i t i e s  (PPLEU) t o  'BBBI from IA-I. The r a t i n g s  
a c t i o n s  follow PPL's planned a c q u i s i t i o n  of E . O N  U K ' s  Cent ra l  Networks Nest 
PLC (CNW) and Cent ra l  Networks East PLC ( C N E ) ,  two d i s t r i b u t i o n  networks i n  
t h e  United Kingdom. The CreditWatch l i s t i n g  i s  d i r e c t l y  r e l a t e d  t o  t h e  
execut ion of t h e  f i n a n c i n g  p l a n  f o r  t h e  a c q u i s i t i o n ,  which inc ludes  a 
commitment by t h e  company f o r  a s u b s t a n t i a l  i s suance  of e q u i t y .  Resolut ion of 
t h e  CreditWatch w i l l  depend on t h e  a b i l i t y  of t h e  company t o  complete i t s  
f inanc ing  a c t i v i t i e s  consis tent ,  with our  expec ta t ions  f o r  t h e  'BBBI r a t i n g s .  
Allentown, Pa , -based  PPL has  about $ 1 2 . 7  b i l l i o n  of long-term d e b t ,  including 
$ 1 . 6 3  b i l l i o n  of j u n i o r  subordinated n o t e s .  

The CreditWatch l i s t i n g  w i l l  reniain u n t i l  demonst.rated progress  on t h e  
permanent. f inanc ing  p l a n  has been executed i n  1 i n e  with our  e x p e c t a t i o n s .  The 
a c q u i s i t i o n  r e q u i r e s  l a r g e  permanent f inanc ing  t h a t  has att .endant execut ion 
r i s k s ,  and we w i l l  monitor P P L ' s  a b i l i t y  t o  f i n a l i z e  t h i s  permanent. f inanc ing .  
We could remove t h e  CreditWatch l i s t i n g  and a s s i g n  a s t a b l e  outloolc i f  
f inanc ing  i s  c o n s i s t e n t  with our  expec ta t ion .  We could lower t h e  r a t i n g s  i f  
PPL i s  unable t o  f u l l y  exec1~t.e i t s  permanent f inanc ing  p l a n  i n  a 
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Resenrch Uprhjcrle: P P I ,  Coup. Is Loruered To 'RBI3 ' Aird Plnced Oi l  CreditlVfltcb Negcrtiiie After Acqrrisifioiz 
Ariiiorriiceirterit 

credit-supportive manner consistent vi t.h our expectat.ions for IBRBI ratings 

Rationale 
PPLL's purchase price of E,ON UKls Central Net,works utilities includes the 
assumption of $800 million of public debt and cash of $5.6 billion (excluding 
related transaction expenses and fees) that will he funded through a 
combination of cash, common equity issuance at PPL, unsecured debt at CNW and 
CNE, and unsecured debt at an int-ermedi ate holding conipany (generical1.y called 
UK Holdings) that will own CNW and CNE.  In addition, PPL w i l l  issue equity 
units at PPL Capital Funding, which will likely receive high equity credit 
under our rating criteria. This acquisition will raise PPLIs regulated cash 
flows to approximately 75% from the current level of 6 0 % .  Before PPL bought 
the Kentucky utilities, its regulated cash flows comprised less than 30%. The 
ratings change ieflects our  revisions, in accordance with our criteria, of 
PPLls business risk profile t,o excellent from strong and the company's 
financial risk profile to aggressive from significant. 

Our revision of t.he business profile to excellent reflects the addition of 
fully regulated diskxibution utilities that. have credit -supportive IJ. K. 
regulation and no commodity exposure, since power for  retail customers is 
procured by nonaffiliated retail suppliers. The Central Networks utilities are 
contiguous to PPL's existing U.K. utilities. After the acquisition of CNE and 
CNW, we expect U.K. operations to be about 30% of PPL's consolidated cash 
flow. With this transaction, we are viewing all of PPLls utility assets as 
part of a consolidated entity, whereas previously we considered only the 
quality of the utility's dividends to its parent. The stability of CNE and CNW 
along with existing utility assets in the U . K .  Kentucky, and Pennsylvania, 
which we assess as excellent, will more than offset the business risk profile, 
which we assess as satisfactory, of PPL Energy's merchant generation, 
resulting in an excellent business profile. We expect the merchant generation 
business to comprise less than 25% of pro forma consolidated cash flows. 

Our revision of the financial risk profile to aggressive reflects in part the 
company's financial policies toward acquisitions, including funding with 
aggressive levels of hybrid securities. Furthermore, due to t.he company's 
strategy to focus on fully regulated operations and also expand its U.K. 
presence, we are incorporating consolidated financial measures for PPL in our 
analysis When reviewing the financial metrics, we are now including all cash 
flows and debt obligations from the U . K .  utilities and PPLEIJ in PPL's 
financial measures. We expect consolidated financial measures, including 
ratios of debt to EBITDA, funds from operations (FFO) to total debt, and debt 
to capital, to range in the aggressive category of our financial risk profile. 
Debt to EBITDA should range between 4x and 5x, while we expect the percentage 
of FFO to debt to be in the mid-teens. These measures will support ratings at 
the IBBBI level on successful completion of the permanent financing. 

www.standardandpoors.coin/ratingsdirect 



Research Update: PPL, Corp. Is Loruercd To 'IZBB ' A d  Plrrccd On Chdit\Y~rrtcb Negotiue After Acqiiisitiori 
Anrioitncemerit 

Short-term credit factors 
St.andard & Poor's currently views PPbls liquidity as strong under its 
corporate liquidity methodology, which categorizes liquidity in five standard 
descriptors. Our assessment of liquidity as strong supports PPLIs IBBB' issuer 
credit rating. Projected sources of liquidity--mainly operating cash flow and 
available bank lines--exceed projected uses--mainly necessary capital 
expenditures, debt maturities, and common dividends--by more than 1.5~. The 
ratio of sources over uses would be positive even after a 50% EBITDA decline. 
Additional factors that support the liquidity are PPLls ability to absorb 
high-impact, low-probability events with limited need for refinancing, its 
flexibility to 10\*7er capital spending, its sound bank relationships, its solid 
standing in credit markets, and its generally prudent risk management. 

Cred itWa tcli 
The CreditWatch listing will remain until demonstrated progress on the 
permanent, financing plan has been executed in line with our expectations. The 
acquisit.ion requires large permanent financing that has attendant execution 
risks, and we will monitor PPL's ability to finalize this permanent financing. 
We could remove the CreditWatch listing and assign a stable outlook if 
financing is consistent. with our expectation. We could lower the ratings if 
PPIl is unable to fully execute its permanent financing plan in a 
credit-supportive nianner consistent with our expectations far 'BBB' ratings. 

Related Criteria And Research 
e "Criteria Methodology: Business Risk/Financial R i s k  Matrix Expanded," May 

1'2008 Corporate Criteria: Analytical Methodology,I1 April 15, 2008 
e "2008 Corporate Crit.eria: Ratios And Adjustments, April 15, 2008 

27, 2009 

Ratings List 
Downgraded; CreditWatch Action 

PPL Corp. 
Corporate Credit Rating BBB/Watch Neg/ - - 

TQ 

PPL Capital Funding Inc. 
Senior IJnsecured 
Junior Subordinated 

PPL Energy Supply LbC 
Corporate Credit Rat.ing 
Senior XJnsecured 

BBB-/Watch Neg 
BB+/Wat.ch Neg 

BBBjWatch Neg/ - - 
BBB/Watch Neg 

PPL Electric Utilities Corp. 
Corporate Credit Rating BBB/Watch Neg/A-3 

From 

BBB+/Stable/-- 

BBB 
BBB - 

BBB+/Stable/- - 
BBB+ 

A-/Stable/A-2 
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Senior  Secured 
Recovery Rating 

PreEerence Stock 
Conime rc i a 1 Paper 

LG&E and KU Energy LLC 
Corporate Credit  Rating 

Senior  Unsecured 

Louisvj l l e  Gas & E l e c t r i c  Co. 
Corporate Credit  Rating 

Senior Secured 
Recovery Rat, i ng 

Kentucky U t i l i t i e s  Co .  
Corporate Credit  Rat.ing 
Senior Secured 
Recovery Rat.ing 

BBB+/Watch Neg A .. 
1 

BBt/Watch N e g  BBB 
A-3/Watch Neg A- 2 

BBB/Platch Neg/-- BBB-i/Stable/-- 
BBB-/Hatch Neg BBB 

BBB/Watch Neg/ - - 
A-  /Watch Neg 
I+ 

BBBc/St,able/- - 
A 
It 

BBB/l?at.ch Neg/A-3 BBB+/S tab1 e / A - 2  

I+ l-t 

A-/watch Neg A 

Complete r a t ings  information is ava i lab le  t o  subscr ibers  of RatingsDirect on 
t h e  Global Credi t  Po r t a l  at. vwi.globalcreditportal.com. A l l  r a t i ngs  affected 
by t h i s  r a t i n g  ac t ion  can  be found on Standard & Poor's p u b l i c  Neb s i t e  a t  
www.standardandpoors.coni. Use the Ratings search hox loca ted  i n  the  l e f t  
column. 
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@@ Y Research Update: 

PPL Corp. Upgraded 'Ib 'BBRt-' Arid Off 
CreditVVatch On Expected Closing Of E O N  
Acqu i s i t i o 11 

0 vesv i c w  
c We resolved the CreditWatch listing on diversified energy company PPL 
Corp. and affiliate PPL Energy Supply LLC (PPL Energy) on the expected 
Nov. 1, 2010, acquisition of E.ON 1J.S. LLC and its utility subsidiaries, 
Louisville Gas & Electric Co. (LG&E) and Kentucky Utilities (lo. (KU), for 
$7,625 billion, 

pro forma consolidated company's expected stronger credit profile due to 
a reconfigured business strategy that we expect: will garner at least 
two-thirds of the projected operating cash flows from fully regulated 
utili t.ies. The out looks  are stable. 

* iJe are revising the outlook on utility affiliate PPL Electric Utilities 
(PPbEU) to stable from negative and affirming the ' A - I  corporate credit 
rating , 
We are affirming the 'BBB1' corporate credit ratings on E.ON, LG&E, and 
KU, The out looks  are stable. 

'1 t I recovery rating on LG&Ef s approximately $575 million of outstanding 
tax-exempt pollution control bonds to reflect the addition O F  first 
mortgage bonds as collateral and their secured status, 

e We are upgrading PPL and PPL Energy to 'BBBII from IBBB' to reflect the 

* We are raising the issue rating to ' A / A - 2 '  from 'BBBt' and assigning a 

Itatiiig Action 
On Oct. 27, 2010, Standard & P o o r ' s  Ratings Services raised the corporate 
credit ratings on PPI, and PPL Energy to 'BBBtl from 'BBB'. At the same time, 
we removed the ratings from CreditWatch with positive implications, where we 
put. them on April 28, 2010, following the acquisition announcement. The 
outlooks are st.able. We affiimed the 'A- I rating on PPLEIJ and revised the 
outlook to stable from negative, In addition, we aEfirmed the IBBB+' ratings 
on LG&E and KU, and their pa-rent, E . O N  U.S. The ou t looks  ale stable. A l s o ,  we 
raised the ratings on LG&E' 8 approximately $575 inillion of tax- exeiiipt 
pollution control revenue bonds to 'A' from 'BBBtl to reflect the addition of 
first mortgage bonds as collateral for t h e  duration of the bonds. For these 
newly collateralized bonds, we are assigning a recovery rating of 'l+', 
reflecting OUT highest expectation of P u l l  recovery of principal ( 1 0 0 %  
recovery) in a default scenario. Following the closing o f  acquisition, E,ON 
U.S. will change its name to LG&E and KU Energy LLC. 

consolidat.ed company following the acquisition closing. The inclusion of 
regulated bG&B and KU into the PPL portfolio is expected 1-0 contribute at 

The upgrade reflects our opinion of an improved credit profile of the 

Standard L'c Poor's 1 RatingsDirect on tho Global Credit Portal 1 October 27,2010 2 



least two- thirds of overall operating cash flow compared with existing 
majority of cash flow coming Cram unregulated operations. In our opinion, the 
excellent business risk profiles of the regulat.ed utilities will more than 
offset PPI, Energy's satisfactory business risk profile. This results in a pro 
forma strong consolidated business risk profile. We expect consolidated debt 
to EBITDA and debt. t o  capital ratios to range in the significant financial 
risk profile category. 

Rationale 
For the $6.7 billion rash portion of the $7,625 billion acquisition (exclirding 
$ 2 5 0  million in related transaction expenses/tees), PPL w i l l  use cash on hand, 
approximately $2 billion of LG&E and KU debt, and $ 8 0 0 - $ 9 0 0  million of senior 
unsecured debt at LG&E and KU Energy LLC (intermediate holding company) that 
will ultimately be issued. In order to complete the acquisition, PPL will draw 
down i t s  PPL Energy credit. facility by about $3 billion after which i t  i s  
expected to conduct peimanent financing that will be used to repay the 
short-term outstanding debt. PPL has alsa issued $ 2 . 4  billion of common eyuiry 
and PPL Capital Funding issued $1.1 billion of equity units that receive high 
equity credit under OUL rating criteria. 

excluding debt at PPLEU and t.he Western Power Distribution (WPD) group of 
companies. Excluding PPLEU and WPD debt, pro forma PPL debt is expected to be 
about $9 billion. 

LG&E and KU are f u l l y  regulated vertically-integrated electric utilities 
serving customers in Louisville and its suriounding area. The strengths of 
these utilities include relatively predictable utility operations and 
associated cash flows, constructive regulatory environment, and competitive 
rates, The offsetting factor i s  the reliance on a fleet of mostly coal-fired 
generation, but the assets are up to date for current environmental 
requirements and have a signiricant proportion of future capital spending 
through 2014 approved in rates. 

provider-of -last-resort (POLR) supply contract, which hitherto provided cash 
flow stability, has increased volatility of realized margins and liquidity 
requirements for collateral. While PPL Energy's cash flow is expected to 
improve because it has contracted much o f  its 2010 and 2011 generation at. 
substantially higher prices than in 2 0 0 9 ,  Ratings also reflect a 
backward. dated EBJTDA profile and execution risks associaLed with PPL Energy's 
ability to achieve stronger financial met.rics and counter the bigher busineuu 
risk that will come attendant with its greater merchant exposure. Market 
fundamentals a1 so have weakened. The expected Lightening of reserve margins in 
the PJM Interconnection has not materialized because of the economic slowdown. 
Some drop in demand has depressed RPM prices (rest of RTO price) as well as 
auctions/RFPs of neighboring uti1 ities (FirstEnergy, Allegheny) . We consider 
PPL's financial risk profile to be significant, with adjusted financial 
measures expected to be in line for the rating. We expect that financial 
measures will continue at current levels as full cost recovery following the 
acquisition. We expect consolidated debt to EBL'L'IIA and debt to capital ratiofi 

Allentorm, Pa.-based PPL has about $ 4 . 7  billion of long-term debt 

For PPL Energy, t-he expiration of PPLEU's long-term 
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to range in the significant financial risk profile category. Projected FPO t,o 
debt i n  the 22%-23% range is expected to support ratings at t.he higher end of 
the 'BBB' category, 

9,. @J 

Short-term credit factors 
The short-term rating on PPL and affiliates is 'A-2'. Standard & Poor's views 
PPL's liquidity as strong under its corporate 1iquidit.y methodology, which 
categorizes liquidity in five standard descriptors. Projected sources of 
liquidity, mainly operating cash flow and available bank lines, exceed 
projected uses, mainly necessary capital expenditures, debt niatiirities, and 
common dividends, by more than 1.5~. Sources over uses would be positive even 
after a 50% EBITDA decline. Additional factors that support the liquidity are 
PPL's ability to absorb high-impact, low-probability events with limited need 
for refinancing, i t + s  flexibility to lower capital spending, its sound bank 
relationships, its solid standing in credit markets, and generally prudent 
risk management. We will assess Lhe pro forma liquidity of newly combined 
company once bank credit facilities and other short-term financing have been 
finalized, 

ou t loo IC 
The stable outlook on PPL and its subsidiaries, and those of LG&E and KU, 
reflect our expectation that management, will maintain a strong business 
profile by focusing on i t s  regulated utilities and not increase unregulated 
operations beyond current. levels. The outlook also reflects expectations that 
cash flow protection and debt- leverage nieastires will be in line for the 
rating, Specifically, our baseline forecast includes FFO to total debt of 
about 2 3 $ ,  debt to EBITDA under 4x, and debt leverage LO total capital of 
about 52%,  consistent with our expectations for the 'BBB+' rating. Given the 
company's mostly regulated focus, we expect that PPL will avoid any meaningful 
rise in business risk by reaching constructive regulatory outcomes and not 
expand its unregulated operations, We could lower the ratings if unregulated 
cash flow expecLations lag due to weaker demand for power in the PJM market or 
forecasted financial measures are not sustained at expected levels. Although 
unlikely over the intermediate term, we could raise ratings if the business 
risk profile moves further towards excellent and financial measures exceed our 
base line forecast on a consistent basis, including FFO t.o total debt in 
excess of 238, debt to EBITDA below 4x,  and debt to total capital around 50%. 

Relatcd Criteria And Research 
* 2 0 0 8  Corporate Criteria: Analytical Methodology 
* Criteria Methodology: Business Hisk/Financial Risk Matrix Expanded 
e 2008 Corporate Criteria: Ratios And Adjustments 
@ Methodology And Assumptions: Standard Gr Poor's Standardizes Liquidity 
Descriptors For Global Corporate Issuers 
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PPL Corp, 
PPL Energy Supply LLC 
Corporate Credit Rating BBB+/Stable/-- BBB/Watch Pas/. - 

PPL Capital Funding Inc 
Senior Unsecured 
Junior Subordinated 

BBB 
BBB- 

BBB-/l'latch Pos 
BBt/l'latch Pos 

PPL Capital Funding Trust I 
Preference Stock BBB - BB+/Watch Pos 

PPL Energy Supply LLC 
Senior- Unsecured DBBt BBB/Watch Po8 

Ratings A f  f i rrned/Dut: look Act ion 

PPL Electric Utilities Corp. 
Corporate Credit Rating 
Senior Secured 

Preference Stock 
Commercial Paper 

Recovery Rating 
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1 
BBB 
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Ratings AEf i.rmed 
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Louisville Gas & Electric Co. 
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Corporate credit rating BBB+/Stable/-- 
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KENTUCKY UTILITIES COMPANY 

Response to Attorney General’s SuppleineiitaI Data Requcsts Dated Augrist 18,2011 

Case No, 201 1-00161 

Question No. 8 

Witness: Sliamioii L. Cliaeiias 

Q-8. Please providc copies of the fiiiaiicial statements (balance sheet, income statement, 
statement of cash flows, and the notes to the iiriaiicial statements) for PPII  atid tlie 
Company for the past two years. Please provide copies of the financial statements in both 
hard copy and electronic (Microsoft Excel) formats, with all data and formulas intact. If 
this information has been provided in response to another data request, please indicate tlie 
appropriate data request iitiiiiber, the document title, and the page numbeifs). 

A-8. Please refer to the attachments on CD in tlie folder titled Question No, 8. The financial 
statements are presented in .pdf format, which is the format in which they are filed. 
There are no Excel versions of the published financial statements, 





KENTUCKY UTILITIES COMPANY 

Response to Attorney General’s Supplemental Data Requests Dated August 18,2011 

Case No. 2011-00161 

Question No, 9 

Witiiess: Daniel I<. Arbough 

Q-9. 

A-9. 

Please provide copies of all presentations made to the Coinpaiiy’s board of directors, 
senior nianagenient, and/or fiiiaticial officers since January I, 20 10, regarding lhe 
Cotnpaiiy’s proposed finaticings over the next three-to-five years, If this iiiforiiiation has 
been provided in response to anotlier data request, please indicate the appropriale data 
request number, the docriiiierit title, and the page number(s). 

There have iiot been any presentations to the Company’s board of directors, senior 
iiianagenieiit, and/or financial officers since January 1, 20 IO regarding the proposed 
fiiiaticiiigs over the next thee to five years. Such presentations are geiierally made in  the 
year prior to the fitiaiiciiig need aiid there has iiot yet been a financing need, 





ImNrrucw ‘IJTILITIES COMPANY 

Respoiise to Attorney General’s Supplentental Data Requests Dated August 18,2011 

C ~ S C  NO, 2011-00161 

Question No. 10 

Witness: Daniel I<, Arhough 

Q-10. 

A-IO. 

Please provide copies of all internal presentations developed by senior management 
and/or finailcia1 officers since January 1 ,  20 1 0 regarding the Company’s proposed 
finaiicings over the nest three-to-five years. If this information has been provided in 
response to another data request, please indicate the appropriate data request number, the 
document title, and the page number(s), 

There are no internal preseiitatioiis developed by senior maiiagement and/or finaticial 
officers since January 1, 2010 regarding the Company’s proposed fiiiancitigs over the 
nest three-to-five years. Such presentations are generally made in the year prior to the 
financing need and there has not yet been a finaiiciiig need. 
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Arbough 

TCENTUCICY UTILITIES COMPANY 

Response to Attorney Geii~ral’s Supplemental Data Reqiiests Dated August 18,201 I 

Case NO. 2011-00161 

Question No, 1 1  

Witness: Daniel K. Arbough 

Q- 1 1 .  Please provide: 

(1) the projected quarterly cash flow figures for KU and LGE for 20 11,2012, and 2013; 

(2) the financing cash inflows and outflows associated with the quarterly projected 
quarterly cash flow figures for 20 1 1,20 12, and 20 13; 

(3) the projected quarterly capitaIization amounts and ratios, iiicIudiiig and excluding 
short-term debt, for 201 1, 2012, and 2013; (2) and copies the data, work papers, arid 
source documents used in developing the quarterly capital capitalizations for 201 1, 
2012, and 2013; 

(4) the projected quarterly dividends paid by LG& and KIJ to PPL, atid the projected 
quarterly equity infusions made by PPL into LGE and ICU, for 201 1, 2012, and 2013; 
and 

(5) the data and work papers associated with parts (1) - (4) in both hard copy and 
electroiiic (Microsoft Excel) formats, with all data atid foriiiuhs intact. If this 
information has been provided iii response to another data request, please indicate the 
aypropriate data request iirrinber, the document title, and the page iiumber(s). 

A-11. Refereiice is made to the objections filed August 24, 2011. Withorit waiver of these 
objections, the Company provides the following response: 

(1) The projected annual cash flows associated with the ECR projects are shown in the 
attaclmient. Quarterly cash flows are not available. The aririual cash flows are taken 
from the file provided in response to KPSC-1 Question No, 48. 

(2) A t m a l  finaiiciiig cash flows are showii in the attaclmient as well. These cash flows 
are based on a targeted capital structure shown in the attachnient, The targeted 
capital structure is different from the capital structure shown in the file provided in 
response to KPSC-1 Question No. 48. The original file was based 011 the actual 
capital structure as of August 2010. As explained in the response to KPSC-1 
Question No. 15, the debt will be sourced from short-term lilies of credit and 



Response to Question No. 11 
Page 2 of 2 

Arbough 

commercial paper until long term debt is issued in minimum amounts of $250 million 
of first mortgage bonds unless tax-exempt bonds are available in smaller amounts. 
The source of the equity will be a combination of retaining earnings and equity 
contributions from LG&E and KU Energy L,LC, the Company’s parent. 

(3) The attachment calculates the debt and equity needs for each year using the targeted 
capital structure shown in the attachment. 

(4) KU does not expect to pay any dividends to PPL. Dividends, if any, will be paid to 
KTJ’s parent, LG&E and KTJ Energy LLC. 

(5) See items (1) and (2). 
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KENTUCf(Y UTILITIES COMPANY 
PROJECTED ANNUAL CASH FLOW 

Debt 
Equity 

KU 

Construction Expenditures S 
Revenue Requirement S 
Incremental O&M $ 
Property Taxes $ 
Interest Expense 
Income Taxes 

Net Cash Flow 

Financing Cash Flows 
Debt 
Equity 

$ 

$ 

38.9% $ 
~ 

Ratio 
47% 
53% 

- 2011 
(18,206,248) $ 

1,747,798 $ 
- $  
- $  

(413,042) $ 
- (519,220) - $ 
(17,390,712) $ 

- cost 
4,54% 

- 2012 
(189,856,914) $ 

20,005,362 $ 
(8,6921 $ 

(27,309) $ 
(5,133,340) $ 
(5,771,212) I- -- $ 

(180,792,106) $ 

- 2013 
(347,065,251) 

60,722,452 
(8,229,481) 

(312,095) 
(17,314,413) 
(13,563,054) 

(325,761,842) 

$ 8,173,635 $ 84,972,290 $ 153,108,066 
$ 9,217,077 $ 95,819,816 $ 172,653,776 





KENTUCKY UTILITIES COMPANY 

Respotise to Attorney General’s Supplemental Data Requests Dated August 18,201 1 

C R S ~  NO. 2011-00161 

Question No, 12 

IVitness: Lonnie E, BelIar / Charles R. Schraai 

Q- 12. 

A- 12. 

Reference the response to PSC 1-34. Are the noted expenditures for replaceiiient of major 
plant components and such as turbine sheIls, generator equipment, steam leads, heaters 
arid transformers norinally iiicIuded in a case filed pursuant to KRS 278,183? If so, please 
identify the case(s) and iiumber(s), 

IUJ is not proposing to recover the expendi tnres referenced through the ECR tnecltanism 
pursuant to KRS 278,183. When performing economic assessinelits, like the ones 
performed in all past eiiviroiimeiital cost recovery proceedings filed pursuant to KRS 
278.183, it is prudent to include the cost of these types of espendit-crres for the operation 
of the generating units 011 the Companies’ system wheii determining least cost plans. 





TCENTUCMY UTILITIES COMPANY 

Response to Attorney Genet’d’s Suppletiieiital Data Requests Dated August 18,2011 

Case No. 2011-00161 

Question No. 13 

Witness: Lonnie E, Bellar 

Q-13. Will the company amend its application, or parts thereof, if tlie current and anticipated 
EPA rules addressed therein, are changed whether substantively or procedurally? 

A-13. As with all EPA proposed atid final rules, K‘IJ will assess the final rilles and will advise 
the Coniiiiissioii of changes, if any, in compliance requirements or compliance strategy 
occasioned by changes from the proposed to the filial rulemaking. 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF KENTUCKY UTILITIES 
COMPANY FOR CERTIFICATES OF PIJBLIC ) 
CONVENIENCE AND NECESSITY AND ) 
APPROVAL OF ITS 2011 COMPLIANCE PLAN ) CASE NO. 2011-00161 
FOR RECOVERY BY ENVIRONMENTAL ) 
SIJRCHARGE 1 

) 

KENTIJCKY UTILITIES COMPANY 
RESPONSE TO THE 

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUESTS 
DATED AIJGUST 18,201 1 

ONE PAPER COPY 
QUESTION NO. 6 

FILED: SEPTEMBER 1,2011 



KENTUCKY UTILITIES COMPANY 

Response to Attorney General’s Supplemental Data Requests Dated August 18,201 1 

Case No. 2011-00161 

Question No. 6 

Witness: Daniel K. Arbough 

Q-6. Please provide copies of credit reports for PPI, and/or the Company from the major credit 
rating agencies published since January 1 , 20 10. If this iiiforination has been provided in 
response to another data request, please indicate the appropriate data request number, the 
document title, and the page iiuinber(s). 

A-6. Certain of the Company’s rating agency reports were provided iii response to KPSC-1 
Question No. 16. All additional rating agency reports since January 1, 20 10 are attached 
on CD in the folder titled Question No. 6. 
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Fitch Affirms the Ratings of PPL and Subs on Acquisition Ratings 
02 Mar 201 1 6.1 1 PM (EST) 

Fitch Ratings-New York-02 March 201 1: Fitch Ratings has affirmed the ratings of PPL Corp (PPL) and its U.S 
subsidiaries following the announcement of a definitive agreement to acquire the Central Networks UK electric distribution 
businesses from E.ON UK plc for $5 6 billion in cash plus the assumption of $800 million of debt and transaction costs 
The Ratings Outlook for all entities is Stable See a full list of ratings affirmed below. 

The affirmation reflects the reduction in business risk that results from the addition of two regulated electric utilities, and the 
on-going transformation from a company reliant on commodity-sensitive businesses to one that is highly regulated It also 
assumes that the initial increase in leverage, as measured by the ratio of debUEBITDA, will decline over the next few years 
as the company realizes a full year of earnings from the November 2010 acquisition of LG&E & KU Energy LLC (rated with 
a 'BBB+' Issuer Default Rating [IDR] by Fitch) and from the integration of Central Networks In addition, the majority of the 
acquisition debt will be housed at the newly acquired UK subsidiaries, and will be non-recourse to PPL The capital market 
risk of placing the permanent debt and equity financing and the ability to extract expected synergies from the newly 
acquired UK businesses are the primary credit concerns There are no regulatory approvals required and management 
expects to complete the transaction in April 201 1. 

PPL plans to initially fund the $5.6 billion acquisition with drawings under a committed bridge loan facility The permanent 
financing, expected to be completed in the second quarter of 201 1, will be comprised of approximately $1 75 billian of 
common equity, $875 million of mandatory convertible debt, and $3 billion of subsidiary debt including $750 million at an 
intermediate 1JK holding company and $2.45 billion at Central Networks' two operating utilities, Central Networks East plc 
and Central Networks West plc The capital market risk is mitigated by the short time frame to closing. Fitch calculates the 
pro forma 2010 ratio of debt/EBITDA will initially spike to 5.0 times (x) compared to the adjusted 2010 DebUEBITDA of 
4 . 4 ~  By 201 3, Fitch expects the debt ratio to fall below 4 Ox 

The acquisition substantially reduces PPL's commodity price exposure and lowers Fitch's business risk assessment by a 
full category. By 201 3, management expects to derive approximately 75% of EBITDA from regulated operations compared 
to approximately 60% prior to the current transaction and about 30% prior to the acquisition of LG&E and KU Energy in 
November 2010. The service territories of Central Networks' two operating utilities are contiguous with PPL's other UK 
electric distribution business, Western Power Distribution, which provides the opportunity for synergy savings, which under 
1JK regulation are retained until the next price review due in mid-2013 

Fitch affirms the following ratings with a Stable Outlook 

PPL Corp 
--Long-term IDR at 'BBB', 
--Short-term IDR at 'F2' 

PPL Energy Supply, LLC 
--Long-term IDR at 'EBB', 
--Senior unsecured debt at 'EBB', 
-.Short-term IDR at 'F2' 

PPL Capital Funding Inc 
--Long-term IDR at 'BBB', 
.--Short-term IDR at 'F2', 
--Senior unsecured debt at 'BBB', 
--Jr subordinated notes at 'BE+' 

PPL Electric Utilities Corp 
--Long-term IDR at 'BBB', 
--Secured debt 'A-I9 
--Preference stock at 'BBB ', 
--Short-term IDR at 'F2', 
--Commercial paper at 'F2' 

1 
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Filch Ratings 1 I'ress Release 

LG&E and KU Energy LLC 
--Long-term IDR at 'BBB+', 
--Senior unsecured debt at 'BBB+', 
--Short-term IDR at 'F2' i 

Page 2 o f 2  

Kentucky Utilities Company 
--Long-term IDR at 'A-I; 
--Secured debt at 'A+', 
--Senior unsecured debt at 'A'; 
--Short-term IDR at 'F2' 

Louisville Gas and Electric Company 
--Long-term IDR at 'A-', 
--Secured debt at 'A+'; 
--Senior unsecured debt at 'A', 
--Short-term IDR at 'F2' 

Contact 

Primary Analyst 
Robert Hornick 
Senior Director 

One State Street Plaza 
New York, NY 10004 

+I -2 12-908-0523 

Secondary Analyst 
Philippe Beard 
Associate Director 
t 1-2 12-908-0242 

";. 
2 Committee Chairperson 

--., Glen Grabelsky 
Managing Director 
+ 1-2 12-908-05 77 

Media Relations" Cindy Stoller, New York, Tel +I 212 908 0526. Ernail. Cindy stoller@fitchratings com 

Additional information is available at 'www fitchratings corn' 

Applicable Criteria and Related Research: 
--'Corporate Rating Methodology' (Nov 24, 2009); 
-'Credit Rating Guidelines for Regulated utility Companies' (July 31, 2007); 
-'U S .  Pawer and Gas Comparative Operating Risk (COR) Evaluation and Financial Guidelines' (August 22, 2007) 

Applicable Criteria and Related Research: 
U S. Power and Gas Comparative Operating Risk (COR) Evaluation and Financial Guidelines 
Credit Rating Guidelines for Regulated Utility Companies 
Corporate Rating Methodology 

THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK: 
HTTP:NFITCHRATINGS COMIUNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND THE 
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE 
'WWW.FITCHRATINGS COM' PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM 
THIS SITE AT ALL TIMES FITCH'S CODE OF CONDIJCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE 
FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM 
THE 'CODE OF CONDUCT' SECTION OF THIS SITE 

ALL FITCH CREDIT RATINGS ARE SUBJECT To CERTAIN LIMITATIONS AND DISCLAIMERS PLEASE READ 

HTTP:NFITCHRATINGS
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Fitch Ratings-New York-29 April 201 0: Fitcli Ratings has affiinied the 'BBB' Issuer Default 
Ratings (IDR) and various instrunient ratings of PPL Corp. (PPL) and its subsidiaries PPL Eneigy 
Supply, LLC and PPL, Electric Utilities Corp. following the announcement OS a definitive 
agreement to acquire E O N  U S , LLC, the parent conipany of L.ouisville Gas and Electric 
Company (LG&E) and Kentucky Utilities Company (KU), for $6.7 billion in cash. The total 
entei-prise value of the transaction, includiiig the assumption of $975 million of tax exempt debt, is 
$7.625 billion The Rating Oritlook is Stable A full list of the ratings is shown below. 

The rating affirmation reflects the high equity content in the cash offer and the reduction in PPL's 
business risk from the addition of two financially healthy regulated electric utilities. I n  addition, 
PPL, will receive tax benefits of approximately $450 million as part of the transaction. The 
financing plan includes up to $2.6 billion of PPL common stock, up to $1 billion of mandatory 
convertible debt, approximately $2.9 billion of subsidiaiy debt and the remainder available cash. 
The subsidiary debt is comprised of approximately $2. I billion of utility first mortgage bonds to be 
issued by LG&E and K U  and $800 million of senior unsecured debt to be issued by Keiitucky 
Holdings, an intermediate holding company and direct parenl company of LG&E and KU. A 
portion of the proceeds will be used by the newly acquired entities to retire the $4.6 billion of 
inter-company borrowings. The hybrid securities are expected to be issued by PPL Capital Funding, 
hic., a financing subsidiary of PPL. PPL has also put in place a $6.5 billion bridge loan facility. 

The acquisition substantially reduces PPL's cominodity exposure, adds scale, geographic and 
regulatory diversity and lowers business risk. After the acquisition, PPL will derive approximately 
60% of  EBITDA and cash flow fiorn regulated utility operations and the remainder fiom merchant 
generation, compared to the current mix of about 30% from regulated utilities currently and 70% 
from cnerchant generation. The regulated contribution should continue to grow over time due to the 
projected rate base growth of the company's domestic utilities and the unfavorable market 
conditions in the merchant power markets. Moreover the credit quality of the two Kentucky 
utilities, which are not currently rated by Fitch, appear to be consistent with an IDR equal to or 
greater than PPL.'s current 'BBB' IDR. 

Thc primary credit coricerns are the capital market risk of placing the proposed debt and equity 
issues 011 8 timely basis and the concentration of coal-fired generation at the two Kenhrcky utilities. 
Mairitenance of cuirent ratings is contingent on the successful completion of the proposed financing 
plan as piesented to Fitch without relying on the bridge loan facility The coal exposure is mitigated 
by constixictive regulatory p i  ovisions in Kentucky that provide for the 1 ecovety of enviIonmental 
expeiidihrres Consummation of' the transaction is subject to regulatory approvals, which 
management expects will take six to nine months 

Fitch affirms the following ratings: 

PPL Corp 
--Long-term 1L)R a t  'UBB'; 
--Short-term IDR at 'F2:. 

PPL Energy Supply, L.L.C 
--L.ong-term IDR at 'BBB'; 
--Senior unsecured debt at 'BBB'; 
--Short-term IDR at 'F2'. 

PPL Capital Funding Coqi, 
--L,ong-term IDR at 'BBB'; 



L *  D. . --Short-tenn IDR at 'F2'; 
*-Senior unsecured debt at 'BBB'; 
--Junior subordinated notes at 'BB 1 ' .  I( 

1 
Ld' 

PPL. Electric Lltilities Corp 
--L.ong-tenn IDR at 'BBB'; 
--Secured debt at 'A-'; 
--Preferred Stock 'at BBB-'; 
--Preference Stock at 'BBB-'; 
--Short-tenn IDR at 'F2'; 
--Commercial Paper at 'F2'. 

These rating actions reflect the application of Fitch's current criteria which are available at 
'www.fitchratings.caiii' and specifically include the following reports: 
--'Coiporate Rating Methodology' (Nov 24,2009) 
--'Credit Rating Guidelines for Regulated utility Companies' (July 3 1, 2007) 
--'U.S. Power and Gas Comparative Operaling Risk [COR) Evaluation and Financial Guidelines' 
(Ang.22,2007) 

Contact: Robert Hornick +I -2  12-908-0523 or J i l l  Schmidt +I-212-908-0644, New York. 

Media Relations: Cindy Stoller, New York, Tel: - t l  212 908 0526, Ernail: 
cindy.stoller~,fitch~atiiigs.com. 

Additional information is available at 'www.fitchratiiigs.coi~', 

ALL. FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND 
DISCL.AIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY 
FOLLOWING THIS LINK: 
HTTP:/RITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, 
RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE 
ON THE AGENCY'S PUBLJC WEBSITE 'WWW.FITC1-1RATINGS.COM'. PUBL,ISIIED 
RATINGS, CRITERIA AND METHODOL,OGIES ARE AVAILABLE FROM THIS SITE AT 
AL,L, TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF 
INTEREST, AFFILJATE FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES 
AND PROCEDlJRES ARE ALSO AVAILABLX FROM THE 'CODE OF CONDUCT' SECTION 
OF THIS SITE. 

HTTP:/RITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS
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atiisg Factors 
Strengths: 
e The implicit credit support provided by ultimate parent E.ON A.G.; 
e Stable and relatively predictable utility operations and associated cash flows; 
e Constructive regulatory environment in ICentucky; and 
e Competitive rates and high customer satisfaction ranlcingss in the region. 

Weaknesses: 
* Little fucl diversity, virtually all coal-fired; 

BBBt/Sta ble/A-Z 

e Heavy construction program to meet environmental requirements and new generating capacity; and 
Rate relief needs during at time of unusual economic weakness. 

Rationale 
The ratings on Kentucky IJtilities Co. (KTJ) are based primarily on parent E.ON 1J.S. LLC's consolidated credit 
profile. The ratings on E.ON 1J.S. reflect the credit profile of its two operating utilities in Kentucky--Louisville Gas 
& Electric Co. (LG&E, BBB+/Stable/--) and Kentucky 1Jtilities Co. (BBB+/Stable/A-2)--and the company's focus on 
operating the fully integrated utilities. Implicit support from ultimate parent Germany-based integrated power and 
gas utility E.ON AG (A/Stable/A-1) is factored into the ratings analysis. 

E.ON TJ.S.'s consolidated business risk profile is viewed as 'excellent' (business risk profiles are categorized as 
'excellent' to 'vulnerable') and its financial profile is considered to be aggressive (financial profiles are ranked from 
'minimal' to 'highly leveraged'). The company's business risk profile is supported by relatively low-risk, regulated 
vertically integrated electric and natural gas distribution operations, a stable and credit supportive regulatory 
environment in Kentucky, efficient generation facilities that allow for competitive rates, consistently high customer 
satisfaction ranlcings, and effective cost containment. The company's electric operations benefit from a fuel and 
purchased power (energy only) adjustment clause, an environmental cost recovery surcharge and other timely cost 
recovery mechanisms, while its smaller gas operations benefit from a gas supply clause. Construction outlays focus 
on the company's 75% ownership share in the 7.50 M W  Trimble County IJnit 2 coal-fired facility, slated for 
completion later this year, ongoing environmental requirements and other project betterments. 

On JUIY 16, 2009, termination of the power plant lease arrangement between E.ON 1J.S.Is subsidiary Western 
Kentucky Energy Corp. and Big Rivers Electric Corp. was completed. While unwinding of the contract required a 
large one-time cash payment of $.57.5 million and other concessions, it significantly reduces E.ON 1J.s. '~ dependence 
on riskier rrnreguiated activities, and enhances the company's business risk profile within the "excellent category. I t  

Currently pending before the Kentucky Public Service Commission (KPSC) are rate applications for a $94.6 million 
( 12.1Y0) electric rate hike and a $22.6 million (7.7%) natural gas rate increase for LG&E and a $1.3.5 million 
(11.5%) electric rate hike for MJ. The rate requests are predicated upon an 11.50% return on equity. Commission 
orders are expected this summer. Higher rates are needed to recover the utilities' investment in Trimble County, 
damage costs related to severe storms and higher costs. The fact that the state regulators will be reviewing rate hike 
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requests at a time of unusual economic weakness is a credit concern. Therefore, the company's ability to manage 
regulatory risk will be critical to credit quality. 

E.ON 1J.s. '~ consolidated financial metrics have declined somewhat owing priinarily to its heavy construction 
program. However, with well controlled operating and maintenance expenses, continued efficient operations, 
responsive regulatory treatment and credit supportive actions by management, bondholder protection parameters 
should strengthen to levels more commensurate with the current rating level. 

Liquidity 
Standard & Poor's expects consolidated capital spending at E.ON 1J.S. to exceed cash flow from operations 
primarily because of significant environmental expenditures and outlays to complete the Trimble County IJnit 2 
station. The steady internal cash flow generated by KU's and LG&E's regulated operations will not be enough to 
meet these obligations, thus creating a reliance on outside capital. Such funding is expected to be concentrated at  
parent E.ON AG, which will also provide support in the case of short-term liquidity needs. (A cross-default clause in 
E.ON's credit facility protects E.ON 1J.S. as long as it is a "material subsidiary".) An E.ON-related entity provides a 
credit facility to E.ON 1J.S. to ensure funding availability for its money pool. 

Outlook 
The stable outlook on KU mirrors that of parent E.ON 1J.S. and is based on continued support from parent E.ON 
AG and a corporate strategy that maintains a primarily low-risk, utility-based business risk profile. The ratings and 
outlook on E.ON U.S. and its subsidiaries are loosely linlced to those on E.ON AG. However, the significance of 
E.ON's 1J.S. operations to its group strategy remains a factor in the ratings on E.ON U.S. Any change in the parent's 
attitude toward its 1J.S. holdings or in Standard & Poor's perception of the parent's support could lead to a rating 
change. Ratings stability on E.ON AG reflects our expectation that it wiIl maintain a financial profile commensurate 
with the ratings, especially consolidated FFO coverage of debt on an adjusted basis of more than 20%. Given the 
deterioration in E.ON AG's financial profile and its substantial investment program, there is no  upside ratings 
potential. The ratings could be lowered if E.ON AG were not to maintain credit metrics commensurate with the 
ratings. This could, in particular, occur if the group were not to deliver on its disposal program. 

Table 1. 

Industry Sector: Electric 

--Fiscal year ended Dec. 31-- 

2008 2007 2006 2005 2004 

RatinQ historv BBBt/Stable/A9 BBBt/Stable/A-Z BBB-tlStablelA-2 BBBt/Stable/A-Z BBBt/Stable/A-2 

(Mil. $) 
Revenues 1,404 0 1,273 0 1,2100 1,206 6 995 4 

Net income from continuing operations 158 0 167 0 I52 0 112 1 133 5 

Funds from operations (FFO) 308 1 323 9 249 6 234 4 213 3 

Capital expenditures 703 9 745 3 349 5 140 0 156 4 

Cash and short-term investments 12.0 0 6 0  6 7  4 6  

Debt 1.742 3 1,465 5 1,1469 1.061 8 976 1 

Preferred stock 0 0  0 0  0 0  0 0  39 7 

Equity 1.744 0 1,435.0 1,1930 974 9 965 0 
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Table 1. 

Debt and equity 3,486 3 2,900 5 2,339 9 2,036 7 1,941 0 

Adjusted ratios 
EBlT interest coverage (x) 3 9  4 9  6 1  5 8  7 8  
FFO int  cov (x) 4 7  5 8  6 3  7 0  7 8  

FFO/debt (%) 17 7 22 1 21 8 22 1 21 9 

Discretionary cash flow/debt (%) (23 2) (29 5) (11 0) 2 7  (1 1) 
Net  Cash Flow / Capex I%) 43 8 43 5 71 4 130 4 94 6 

Debt/debt and equity (%) 50 0 50 5 49 0 52 1 50 3 

Return on common equity (%) 9 9  12 7 13 7 1 1  1 14 1 

Common dividend payout ratio (un-adj ) (%) 0 0 0 45 3 48 9 

"Fully adjusted (including postretirement obligations) 

Table 2. 

--Fiscal w a r  ended Dec. 31.2008-- 

Kentucky Utilities Co. reported amounts 

Operating Operating Operating Cash flow Cash flow 
income income income Interest from from Capital 

Debt (before D&A) (before D&A) (after D&A) expense operations operations expenditures 
Reoorted 1.548 0 395 0 395 0 259 0 72 0 297 0 297 0 690 0 

Standard & Poor's adjustments 
Operating leases 26 5 7 5  1 2  1 2  1 2  6 3  6 3  13 9 

_ _  Postretirement 120 9 3 0  3 0  3 0  1 0  (2 0) (2 0) 
benefit obligations 

Asset retirement 20 8 2 0  2 0  2 0  2 0  (1 3) ( 1  3) 
obliqations 

_ _  _ _  -. 39 0 Reclassification of _ _  
nonoperating income 
(expenses) 
Reclassification of .- _ _  _ _  8 0  _ _  
working-capital cash 
f l ow  changes 

Other 26 1 _ _  -_ 1 6  _- 
Total adjustments 194 3 12 5 6 2  45 2 5 7  3 1  1 1  1 13 9 

Standard & Poor's adjusted amounts 

Operating 
income 

Cash flow 
Interest from Funds from Caaital 

Debt (before D&A) EBITDA EBlT expense operations operations expenditiures 
Adiusted 1.742 3 407 5 401 2 304 2 7 1  7 300 1 308 1 703 9 

"Kentucky Utilities Co reported amounts shown are taken from the company's financial statements but might include adjustments made by data providers or 
reclassifications made by Standard & Poor's analysts Please note that two reported amounts (operating income before D&A and cash flow from operations) are used to 
derive more than one Standard & Poor's-adjusted amount (operating income before D&A and EBITDA, and cash flow from operations and funds from operations, 
respectively) Consequently, the first section in some tables may feature duplicate descriptions and amounts 

..... .- ............ - ............ ...... - ............. .- .... - .. - ... ........... 
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Corporate Credit Ratings History 
27-Mar-2009 BBB-t/Stable/A-Z 

25-Mar-2009 BBBt/Stable/NR 

BBBt/Stable/A-2 

Excellent 
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- - - ~  -. 04-Aug-2003 
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Business Risk Profile 

Financial Risk Profile 

Related Entities 
Central Networks East PLC 
Issuer Credit Rating A/Stable/A-1 

E.ON AG 
Issuer Credit Rating A/Stable/A-? 
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Commercial Paper A - I  

Senior Unsecured (52 Issues) 

Short-Term Debt (1 Issue) 

E.ON Energy Ltd. 

tssuer Credit Rating 

E.ON International Finance B.V. 
Commercial Paper 

Local Currency 
E.ON U.K. PLC 

Issuer Credit Rating 

Senior Unsecured (1 Issue) 

E.ON U.S. LLC 

A 

A- 1 

A/Stable/A- ? 

A- 1 

A/Stable/A-? 

A 

Issuer Credit Rating BBBt/Stable/-- 

Louisville Gas & Electric Co. 
Issuer Credit Rating BBBt/Stable/NR 

Senior Unsecured (8 Issues) BBBt  

Powergen (East Midlands) Investments 
Issuer Credit Rating A/Stable/-- 

"Unless otherwise noted, all ratings in this report are global scale ratings Standard &Poor's credit ratings on the global scale are comparable across countries Standard 
&Poor's credit ratings on a national scale are relative to obligors or obligations within that specific country 
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atiiig Factors 
Strengths: 
0 Stable and predictable cash flows; 
e Credit-supportive regulatory environment in Kentucky; 
e Competitive rates; and 
e Efficient operations and high customer satisfaction ratings. 

Wealtnes s es : 
0 Little fuel diversity; the company's plants are virtually all coal-fired; 
0 Exposure to pending environmental standards, especially carbon dioxide; and 
0 Linked to parent credit quality. 

BBBNatch Neg/A-3 

Rationale 
The ratings on vertically-integrated electric utility Kentucky IJtilities Co. (ICU) reflect the credit quality of ultimate 
parent PPL Corp.on that, along with affiliates ICIJ, Louisville Gas & Electric Co. (LG&E), LG&E and KIJ Energy 
LLC (LICE), PPL Electric IJtilities Corp. (PPLEIJ), PPL Energy Supply LLC (PPL Energy), Western Power 
Distribution (South West) PLC, and Western Power Distribution (South Wales) PLC, are on Creditwatch with 
negative implications. Affiliate Western Power Distribution Holdings Ltd. is on Creditwatch with developing 
implications. The Creditwatch listings followed PPL's planned acquisition of E.ON IJK's Central Networks West 
PLC (CNW) and Central Networks East PLC (CNE), two distribution networks in the 1J.K The Creditwatch listing 
directly relates to the execution of the financing plan for the acquisition, which includes a commitment by the 
company for a substantial issuance of equity. Resolution of the Creditwatch will depend on the company's ability to 
complete its financing activities consistent with our expectations for the 'BBB' ratings. 

Allentown, Pa.-based PPL has about $13.4 billion of debt, including $1.6.3 billion of junior subordinated notes. 

PPL's purchase price of Central Networks utilities includes the assumption of $800 million of public debt and cash 
of $5.6 billion (excluding related transaction expenses and fees) that it will fund initially through a bridge loan and 
ultimately through a combination of cash, common equity issuance at  PPL, unsecured debt a t  CNW and CNE, and 
unsecured debt at an intermediate holding company (generically UK Holdings) that will own CNW and CNE. In 
addition, PPL will issue equity units a t  PPL Capital Funding, which will likely receive high equity credit under our 
rating criteria. This acquisition wili raise I'PL's regulated cash flows to about 7S% from the current level of 60%. 
Before PPL bought the Kentucky utilities, its regulated cash flows contributed less than 30%. The ratings change 
reflects our revisions, in accordance with our criteria, of PPL's business risk profile to excellent from strong (we 
categorize business risk profiles as excellent to vulnerable) and the company's financial risk profile to aggressive 
from significant (we rank financial profiles from minimal to highly leveraged). 

Our revision of the business profile to excellent reflects the addition of fully regulated distribution utilities that have 
credit-supportive U.K. regulation and no commodity exposure, since nonaffiliated retail suppliers procure power for 
retail customers. The Central Networks utilities are contiguous to PPL's existing U.K. utilities. After the acquisition 
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of CNE and CNW, we expect 1J.K. operations to be about 30% of PPL's consolidated cash flow. With this 
transaction, we are viewing all of PPL's utility assets as part of a consolidated entity, whereas previously we 
considered only the quality of the iitility's dividends to its parent. The stability of CNE and CNW, along with 
existing utility assets in the {J.K., Kentucky, and Pennsylvania, which we assess as excellent, will more than offset 
the satisfactory business risk profile of PPL Energy's merchant generation, resulting in a consolidated business 
profile of excellent. We expect the merchant generation business to contribute less than 25% of pro forma 
consolidated cash flows. 

KU's consolidated business risk profile that is considered excellent reflects the strengths of serving electric customers 
scattered throughout Kentucky including those in Lexington. The utility's strengths include relatively predictable 
utility operations with steady cash flows, constructive cost recovery, and relatively low rates stemming from 
low-cost coal-fired generation. Although it burns coal at most plants, they meet ciirrent environmental requirements 
and have a significant amount of capital spending through 2014 that should be recoverable through rates. 

As KU's financial risk profile reflects that of PPL's consolidated profile, we consider it as aggressive. Our revision of 
the financial risk profile to aggressive reflects in part the company's financial policies toward acquisitions, including 
funding with aggressive levels of hybrid securities. Furthermore, due to the company's strategy of focusing on fully 
regulated operations and expanding its 1J.K. presence, we are incorporating consolidated financial measures for PPL 
in our analysis. When reviewing the financial metrics, we are now including all cash flows and debt obligations from 
the U.K. utilities and PPLEIJ in PPL's financial measures. We expect consolidated financial measures, including 
ratios of debt to EBITDA, funds from operations (FFO) to total debt, and debt to capital, to range in the aggressive 
category of our financial risk profile. Debt to EBITDA should range between 4x and Sx, while we expect the 
percentage of FFO to debt to be in the mid-teens. These measures will support ratings at  the 'BBB' level when the 
company successfully completes the permanent financing. 

Short-term credit factors 
IUJ's short-term rating is A-3. Its liquidity position reflects that of PPL. We consider PPL's liquidity as strong under 
our corporate liquidity methodology, which categorizes liquidity in five standard descriptors. Liquidity supports 
PPL's 'BBB+' issuer credit rating. Projected sources of liquidity, mainly operating cash flow and available bank lines, 
exceed projected uses, mainly necessary capital expenditures, debt maturities, and common dividends, by more than 
1 .5~.  Sources over uses would be positive even after a .SO% EBITDA decline. Further supporting our description of 
liquidity as strong is PPL's ability to absorb high-impact, low-probability events with limited need for refinancing, 
its flexibility to lower capital spending, its sound bank relationships, its solid standing in credit markets, and 
generally prudent risk management. 

Recovery analysis 
We assign recovery ratings to First Mortgage Bonds (FMBs) issued by investment-grade U.S. utilities, which can 
result in issue ratings being notched above a utility's corporate credit rating (CCR) depending on the CCR category 
and the extent of the collateral coverage. We base the investment-grade FMB recovery methodology on the ample 
historical record of nearly 100% recovery for secured bondholders in utility bankruptcies and our view that the 
factors that supported those recoveries (limited size of the creditor class and the durable value of utility rate-based 
assets during and after a reorganization given the essential service provided and the high replacement cost) will 
persist in the future. TJnder our notching criteria, we consider the limitations of FMB issuance under the utility's 
indenture relative to the value of the collateral pledged to bondholders, management's stated intentions on future 
FMB issuance, as well as the regulatory limitations on bond issuance when assigning issue ratings to iitility FMBs. 
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FMB ratings can exceed a utility's CCR by up to one notch in the 'A' category, two notches in the 'BBB' category, 
and three notches in speculative-grade categories. 

IW's FMBs benefit from a first-priority lien on substantially all of the utility's real property owned or subsequently 
acquired. Collateral coverage of about 1 . 5 ~  supports a recovery rating of ' I+ '  and an issue rating two notches above 
the CCR. 

Creditwatch 
The Creditwatch listing will remain until PPL demonstrates progress on the permanent financing plan in line with 
our expectations. The acquisition requires large permanent financing that has attendant execution risks, and we will 
monitor PPL's ability to finalize this permanent financing. We could remove the Creditwatch listing and assign a 
stable outlook if financing is consistent with our expectation. We could lower the ratings if PPL can't fully execute 
its permanent financing plan in a credit-supportive manner consistent with our expectations for 'BBB' ratings. 

Related Criteria And Research 
e 2008 Corporate Criteria: Analytical Methodology 
e Criteria Methodology: Business RisMFinancial Risk Matrix Expanded 
e 2008 Corporate Criteria: Ratios And Adjustments 
e Methodology And Assumptions: Standard & Poor's Standardizes Liquidity Descriptors For Global Corporate 

Issuers 

Financial figures are not available because the company's figures are not currently public. 
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ating Factors 

atiiig Factors 
Strengths: 
0 Stable and relatively predictable utility operations and associated cash flows; 
0 Credit supportive regulatory environment in I<entucky; 
0 Competitive rates; and 
0 Efficient operations and high customer satisfaction ratings. 

Wealc~iesses: 
0 Little fuel diversity, virtually all coal-fired; 

0 Rate relief needs during a time of unusual economic weakness; and 
* Somewhat subpar consolidated financial metrics. 

Heavy construction program; 

BBB+/Stable/A-Z 

atioriale 
The ratings on Kentucky [Jtilities Co. (KU) are based primarily on parent E O N  1J.S. LLC's credit profile. The 
ratings on E.ON 1J.S. are based primarily on the credit profile of its two operating utilities in Kentucky--Louisville 
Gas &. Electric Co. (BBB+/Stable/--) and KU--and the company's focus on operating the fully integrated utilities. 
Current ratings are linked to ultimate parent E.ON AG (A/Stable/A-1). 

On April 28,2010, PPL Corp. announced its plan to acquire E.ON 1J.S. for $7.625 billion in cash. The transaction 
includes the assumption of $574 million of tax-exempt debt at LGE and $3 51 million of tax-exempt debt at KU. 
The acquisition requircs approvals by state regulators in Kentucky, Virginia and Tennessee, and by the FERC. The 
transaction is expected to close by the end of 2010. 

The inclusion of L,G&.E and KTJ into PPL will rebalance PPL's portfolio toward a greater regulated mix. With 
regulated operations contributing 60%-65% of the overall cash flow post acquisition compared with about 30% in 
2003, the "excellent" business risk profile of the utility businesses will more than offset the "satisfactory" business 
risk profile of the generation business. This will result in a pro forma "strong" consolidated business risk profile. 
We expect consolidated debt to EBITDA and total debt to total capital ratios to range in the "significant" financial 
risk profile category. Projected FFO to total debt of 23.5%-25% will Iiltely support ratings at the higher end of the 
'BBB' rating category on successful completion of the acquisition. 

The acquisition requires large permanent financing that has attendant execution risks. If the transaction with PPL is 
not ultimately consummated, we will affirm the 'BBB+' ratings on E.ON [J.S., LG&E, and IUJ. 

We view E.ON 1J.s. '~ consolidated business risk profile as 'excellent' (we categorize business risk profiles as 
'excellent' to 'vulnerable') and its financial profile as 'aggressive' (financial profiles are ranked from 'minimal' to 
'highly leveraged'). The company's business risk profile is supported by relatively low-risk, regulated vertically 
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Ketatiicky Utilities Co. 

integrated electric and natural gas distribution operations, a stable and credit supportive regulatory environment in 
Icentucky, efficient generation facilities that allow for competitive rates, consistently high customer satisfaction 
ranlcings, and effective cost containment. The company's electric operations benefit from a fuel and purchased 
power (energy only) adjustment clause, an environmental cost recovery surcharge, and other timely cost recovery 
mechanisms, while its smaller gas operations benefit from a gas supply clause. These strengths are tempered by the 
lack of fuel diversity (nearly all coal-fired), a relatively heavy construction program, and rate relief needs during a 
period of unusual economic weakness. Construction outlays focus on the company's 7.5% ownership share in the 
7.50 M W  Trimble County IJnit 2 coal-fired facility that's slated for completion later this year, ongoing 
environmental requirements, and other project betterments. 

On July 16,2009, the power plant lease arrangement between E.ON 1J.s.'~ subsidiary Western Kentucky Energy 
Corp. and Big Rivers Electric Corp. was terminated. While unwinding of the contract required a large one-time cash 
payment of $575 million and other concessions, it significantly reduces E.ON IJ.S.'s dependence on riskier 
unregulated activities, and enhances the company's business risk profile within the ''excellent'' category. 

Currently pending before the Kentucky Public Service Commission are rate applications for a $94.6 million (12.1 %) 
electric rate hike and a $22.6 million (7.7%) natural gas rate increase for LG&E and a $1.3 5 million (1 1.5%) 
electric rate hike for 1U.J. The rate requests are predicated upon an 11.5% return on equity. Commission orders are 
expected this summer. Higher rates are needed to recover the utilities' investment in Trimble County IJnit 2, damage 
costs related to severe storms, and higher costs. The fact that the state regulators will be reviewing somewhat large 
rate hike requests in a weakened economy is a credit concern. Therefore, the company's ability to manage regulatory 
risk will be critical to credit quality. 

E.ON U.S.'s consolidated financial metrics have declined somewhat, owing primarily to its heavy construction 
program. However, with well controlled operating and maintenance expenses, continued efficient operations, 
responsive regulatory treatment, and credit supportive actions by management, bondholder protection parameters 
should strengthen to levels more commensiirate with the current rating level. 

Short-term credit factors 
Standard & Poor's expects E.ON IJ.S.'s capital spending to exceed cash flow from operations primarily because of 
significant environmental expenditures and outlays to complete the Trimble County IJnit 2 station. The steady 
internal cash flow generated by IW's and LG&E's regulated operations will not be enough to meet these obligations, 
thus creating a reliance on outside capital. Such funding is expected to be concentrated at Germany-based parent 
E.ON AG, which will also provide support in the case of short-term liquidity needs. (An E.ON AG-related entity 
provides a credit facility to E.ON 1J.S. to ensure funding availability for its money pool. 

Outlook 
The stable outlook on I<U mirrors that of parent E.ON 1J.S. and is based on corporate strategy that maintains a 
primarily low-risk, utility-based business risk profile. Standard & Poor's could lower the ratings absent future 
sufficient rate relief, if construction expenditures materially increase resulting in higher-than-expected reliance on 
debt, and if cash flow metrics erode. In light of a prospectively heavy capital program and subpar financial metrics, 
higher ratings are not envisioned in the foreseeable future. 
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elated Criteria And 
e "2008 Corporate Criteria: Analytical Methodology," April 1.5, 2008. 
0 I'  Criteria Methodology: Business RisIdFinancial Risk Matrix Expanded," May 27,2009. 

Table 1. 

Industry Sector: Electric 

--Fiscal year ended Dec. 31-- 

2009 2008 2007 2006 2005 
Rating history BBBt/Stable/A-Z BBBt/Stable/A-2 BBBt/Stable/A-2 BBBt/Stable/A-Z BBBt/Stable/A-2 

Revenues 1,355 0 1,404 0 1,273 0 1,210 0 1,206 6 

Net  income from continuinq operations 133 0 158 0 167 0 152 0 112 1 
Funds from operations (FFO) 291 7 308 1 323 9 249 6 234 4 

Capital expenditures 522 4 703 9 745 3 349 5 140 0 
Cash and short-term investments 2 0  12 0 0 0  6 0  6 7  

Debt 1,917 8 1,780 9 1,465 5 1,146 9 1,061 8 

Preferred stock 0 0 0 0 0 

Equity 1,952 0 1,744 0 1,435 0 1,1930 974 9 

Debt and equity 3,869 8 3,524 9 2,900 5 2,339 9 2,036 7 

Adiiisted ratios 
EBlT interest coveraqe (x) 3 4  3 8  4 9  6 1  5 8  

FFO int cov (x) 4 1  4 7  5 8  6 3  7.0 

FFO/debt (YO) 15 2 17 3 22 1 21 8 22 1 

Discretionary cash f low/debt (YO) (13 6) (22 7) (29 5) (11 0) 2 7  

Net Cash Flow / Capex (%) 55 8 43 8 43 5 71 4 130 4 

Debt/debt and equity (YO) 49 6 50 5 50 5 49 0 52 1 

Return on common equity (Yo) 7 2  9 9  12 7 13 7 1 1  1 

Common dividend payout rat io (un-adj ) (%) 0 0 0 0 45 3 

"Fully adjusted (including postretirement obligations) 

Table 2. 

--Fiscal year ended Dec. 31,2009-- 

Kenfuckv Utilities Co. reoorted amounts 

Operating Operating Operating Cash flow Cash flow 
income income income Interest from from Capital 

Debt (before D&A) (before D&A) (after D&A) expense operations operations expenditures 
Reported 1,727 0 402 0 402 0 269 0 75 0 253 0 253 0 516 0 

Standard & Poor's adjustments 
Operating leases 26 1 8 0  1 2  1 2  1 2  6 8  6 8  6 4  
Postretirement 104 0 18 0 18 0 18 0 7 0  3 3  3 3  -_ 
benefit ohliqations 
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Table 2. 

Power purchase 38 6 1 8  
agreements 

1 8  1 8  1 8  

_ _  Asset retirement 22 1 2 0  2 0  2 0  2 0  (1 3) (1 3) 
obligations 

Reclassification of _ _  6 0  
nonoperating income 
(expenses) 

Reclassification of 
working-capital cash 
f l ow  changes 

_ _  _ _  _ _  30 0 _ _  

Totat adjustments 190 8 29 8 23 0 29 0 12 0 8 7  38 7 6 4  

Standard & Poor's adjusted amounts 

Operating 
income 

Cash flow 
Interest from Funds from Caoital 

Debt (before D&A) EBITDA EBIT expense operations operations expendiiures 
Adiusted 1 9 1 7 8  431 8 425 0 298 0 87 0 261 7 291 7 522 4 

"Kentucky Utilities Co reported amounts shown are taken from the company's financial statements but might include adjustments made by data providers or 
reclassifications made by Standard & Poor's analysts Please note that two reported amounts (operating income before D&A and cash flow from operations) are used to 
derive more than one Standard & Poor's-adjusted amount (operating income before D&A and EBITDA, and cash flow from operations and funds from operations, 
respectively) Consequently, the first section in some tables may feature duplicate descriptions and amounts 

Kentucky Utilities Go. 

Corporate Credit Rating 

Senior Unsecured (3 Issues) 

Senior Unsecured (4 Issues1 

88Bt/Stable/A-2 

BBBt  

B B B t lA -2  

Corporate Credit Ratings History 
27-Mar-2009 BBBt/Stable/A-Z 

25-Mar2009 BBBt/Stable/NR 

BBB+/Stable/A-Z 
l-__l__ - I 04-Aug-2003 ~ - ~ - ~ .  

Business Risk Profile Excellent 

Financial Risk Profile Aggressive I_-."I - - ~ ~ " - " - "  I ~~ .---_I 

Related Entities 

Central Networks East PLC 

Issuer Credit Rating 

E.ON AG 
Issuer Credit Rating 

Commercial Paper 

Senior Unsecured (50 Issues) 
Short-Term Debt ( 1  Issue) 

E.ON Energy Ltd. 

Issuer Credit Rating 

E.ON International Finance B.V. 
Commercial Paper 

Local Currency 

A/Stable/A- 1 

A/Stable/A-1 

A - I  

A 

A- 1 

A/Stable/A-1 

A - I  
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. ._ . ..._ . 1 
, ,'. 
.- . ....... _. . - .......... - ._ - .............................. ... -. ..... - .......... . - - .... 

E.ON U.K. PLC 
Issuer Credit Rating A/Stable/A-1 

E.ON US. LLC 
Issuer Credit Rating BBBt/Stable/-- 

Louisville Gas &Electric Go. 
Issuer Credit Rating BBBt/Stable/NR 

Senior Unsecured ( 1  Issue) A 

Senior Unsecured (8 Issues) BBBt 
Senior Unsecured (4 Issues) BBBt/A-Z 

Powergen (East Midlands) Investments 
Issuer Credit Rating A/Stable/-- 

"Unless otherwise noted, all ratings in this report are global scale ratings Standard & Poor's credit ratings on the global scale are comparable across countries Standard 
&Poor's credit ratings on a national scale are relative to obligors or obligations within that specific country 
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One Stale Street Plaza 
New York, IdY 10004 v,a\,i.fitchratings.com 

7 212 905 0500 I800 75 FITCH 

Mr. James E. Abel 
Vice Pxesident, Finance and Treasurer 

Two North Ninth Street 
Allentown, PA 18101-1179 

PPL Corp. 

March 17,201 1 

Dear Mi, Ahel, 

MAR’ 2.2 2011 

Re: County of Jefferson, Kentucky Pollution Control Revenue Bonds, 2001 Series A (Louisville 
Gas and Electric Coinpaiiy project) 
County of Jefferson, I<entucky Pollution Control Revenue Bonds, 2001 Series B (Louisville 
Gas and Electric Coinpany project 
County of Jefferson, I<entucky Environmental Facilities Revenue Bonds, 2001 Series A 
(Louisville Gas and Electric Company project) 
County of Trinible, Keiitnclry Pollution Control Revenue Bonds, 2001 Series A (Louisville 
Gas and Electric Coiupsiiy project) 
County of Trimble, Kentticky PoIIutlon Control Reveriire Bonds, 2001 Series B (Lonisville 
Gas and Electric Company project) 
County of Trimble, ICentucky Pollution Control Revenue Bonds, 2000 Series A (I,ouisville 
Gas aiid Electric Coinpany project) 
County of Trimble, Kentucky Pollotion ControI Revenue Bonds, 2002 Series A (Lo-ilisvilile 
Gas and Electric Cornpang project) 
County of Carroll, Kentucky Pollution Control Revenue Bonds, 2002 Series A (Kentucky 
Utilities Coinpany project) 
County of CarrolI, ICcntiiclcy Pollution Control Revenue Bonds, 2002 Series €3 (ICeiituclcy 
Utilities Company project) 
County of Carroll, Kentucky Pollution Control Revenue Bonds, 2002 Series C (I~entuclry 
Utilities Company project) 
County of Mnhlenberg, I<entuclry Pollution Control Revenue Bonds, 2002 Series A 
(Kentucky Utilities Coinpaiiy project) 
County of Mercer, Kentiicky Pollution Control Revenue Bonds, 2002 Series A (Kentiicky 
Utilities Company project) 

Fitcli (“Fitcli”) (see definition below) assigns an ‘A+/X72’ rating to the above referenced issues. The 
Rating Outlook is Stable. 

The primary applicable criteria with respect to this rating is entitled: 

-- ’US. Power and Oas Comparative Operating Risk (COR) Evaluation and Financia1 Guidelines’ ( 

Aug. 22,2007 

All applicable criteria can be found at vy\~~~,fitchlatirigs.coni. 

http://v,a\,i.fitchratings.com
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In issuing and maintaining its ratings, Fitch relies on factual information it receives from issuers and 
underwriters and fiom other sources Fitch believes to be credible. Fitch conducts a reasonable 
investigation of the factual information relied upon by it in accordance with its ratings methodology, and 
obtains reasonable verification of that information from independent sources, to the extent such sources 
are available for a given security or in a gken jurisdiction. 

The manner of Fitch’s factual investigation and the scope of the third-pity verification it obtains will 
vary depending on the nature of the rated security and its issuer, the requirements and practices in the 
jurisdiction in which the rated security is offered and sold and/or the issuer is located, the availability and 
nature of relevant public information, access to the management of the issuer and its advisers, the 
availability of preexisting third-party verifications such as audit reports, agreed-upon procedures letters, 
appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third 
parties, the availability of independent and coinpetelit third-party verification sources with respect to the 
particular security or in the particular jurisdiction of the issuer, and a variety of other factors, 

Users of Fitch’s ratings should understand that neither an enhanced factual investigation nor any third- 
party verification can ensure that all of the information Fitcli relies 011 in coi~nection with a rathg will be 
accurate arid complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the 
infoimation they provide to Fitch and to the market in offering docuiiieiits and other iepoi-ts. In issuing its 
ratings Fitcli must rely on the work of experts, iiicluding independent auditors with respect to financial 
statements and attorneys with iespect to legal and tax matters. FUI ther, ratings are inlierently foiivard- 
looking and enibody assumptions and predictions about future events that by their nature cannot be 
veiified as facts. As a result, despite any verification of current facts, ratings can be affected by future 
events or conditions that were not anticipated at the time a rating was issued or affimied. 

Fitch seeks to continuously improve its ratings criteria and methodologies, and periodically updates the 
descriptions on its website of its criteria and methodologies for securities of a given type. The criteria and 
metliodology used to deteimine a rating action are those in effect at the time the rating action is taken, 
which is the date of the related rating action coninientaiy. Each rating action comnientary provides 
inforniation about the criteria and methodology used to anive at the stated rating, which inay differ from 
the general criteria and nietliodology for tlie applicable security type posted on the website at a given 
time. For this reason, you should always consult the applicable rating action conuiientary for tlie most 
accurate information on the basis of any given rating. 

This rating is based on established criteria and methodologies that Fitch is continuously evaluating and 
updating. Tlierefore, ratings are the collective work product of Fjtch and no individual, or group of 
individuals, is solely responsible for a rating. All Fitch reports have shared authorship. Individuals 
identified in a Fitch report were involved in, but are not solely responsible for, the opinions stated therein. 
The individuals are named for contact purposes only. 

Ratings are not a reconmendation or suggestion, directly or indirectly, to you or any other person, to buy, 
sell, make or hold any investment, loan or security or to undertake any investment strategy with respect to 
any investment, loan or security or any issuer. Ratings do not conuiient on the adequacy of market price, 
the suitability of any investment, loan or security for a particular investor (including without limitation, 



any accounting andor regulatoiy treatment), or the tax-exempt nature or taxability of payments made in 
respect o f  any investmetit, loan or security. Fitch is not your advisor, nor is Fitch providing to you or any 
other paity any financial advice, or any legal, auditing, accounting, appraisal, valuation or actuarial 
services. A rating should not be viewed as a replacement for sucli advice or semices. 

The assignment of a ratiitg by Fitccb does not constitute coilsent by Fitcli to the use of its name as an 
expert in connection with any registration statement or other filings tinder TJS, 1% or any other relevant 
securities laws. 

It is important that you promptly provide us with all inforimtion that may be material to the ratings so 
that our ratings continue to be appropriate. Ratings may be raised, lowered, withdraw~z, or placed on 
Rating Watch due to changes in, additions to, accuracy of or tlie inadequacy of information or for any 
other reason Fitch deems sufficient. 

Nothing in this letter is intended to or should bc construed as creating a fiduciary relationship between 
Fitch and you or between Fitcli and any user of the ratings. Nothing in this letter shall limit our right to 
publish, disseminate or license others to publisli or othei~vise to disseminate the ratings or tlie rationale 
for tlie ratings. 

In this letter, “FitcB” nieans Fitch, Inc. and Fitcli Ratings Ltd and any subsidiary of either of them 
together with any successor in interest to any such person. 

We are pleased to have had the oppoitunity to be of service to you. If I can be o f  fui-ther assistance, 
please contact me at 212 908-0532. 

Si merely, 

Fitcli 
Robert Honiick 
Senior Director 

cc: Daniel K. Arbough 
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Announcement: Moody’s affirms PPL‘s rat ings fol lowing acciusitian announcement; out look 
stable 

Global Credit Research - 02 Mar 2011 

_._.___,I_..__. p... .-_~---p _.___-.-.-..I.. --..-.---.- 

Approximately $ 16.0 Billion of Debt Securities and Credit Facilities Affected. 

New York, b r c h  02, 201 I -_ Moody’s Investors Service affirmed the ratings of PPL Corporation (PPL: Baa3 Issuer Rating) and its subsidiaries 
following yesterday’s announcemerit that it had reached a definitive agreement to acquire the Central Networks electric distribulion business 
from E ON UK plc for 4 0 billion pounds Sterling ($6 4 billion), which includes the umption of 500 million pounds ($800 niillion) of existing 
public debt The rating outlook for PPL and its subsidiaries is stable 

‘The rating affirmation recognizes that the planned acquisition of Cenlral Networks further de-risks PPL‘s overall business platform as more 
than 70% of consolidated results will be provided by prediclable, rate regulated businesses from three different jurisdictions, making the 
company’s earnings, cash flow, and dividends less reliant on the company’s commodity business”, said AJ Sabatelle, Senior Vice President of 
Moody‘s 

The rating action considers Ihe pro-forma consolidated credit profile of PPL, and factors in the increasing proportion of regulated activities, the 
geographic diversity across lhese businesses, and the declining exposure to the commodities business as a source of cash flow and earnings 
To lhat end. the rating affirmation acknowledges that the Combination of the Central Networks transaction coupled with last year‘s acquisition of 
LG&E and KU Energy LLC (LKE: Baa2 Senior Unsecured Debt) and its subsidiaries have transitioned the company from a smaller, more 
regional commodity sensitive concern to a larger, more geographically diverse company with a more sustainable business model 

The rating aMrmation considers the relatively conservative manner in which PPL inlends to permanently finance the acquisition, Including the 
issuance of $1 7 -- $1 9 billion of PPL common stock and $750 - _  $950 million of convertible equity units, which helps to maintain balance sheel 
strength, and more strongly positions PPL in its current inveslment grade rating category We understand that the company intends to 
permanently finance the remainder of the transaction with debt issued at both the Central Networks operating and holding company levels in a 
manner which targets a low Baa rating for the consolidated regulated networks buslness While this degree of leverage in the capital structure 
at Central Networks does slightly weaken PPL‘s consolidated credit metrics, the degree of dependable cash Row expected to be derived from 
this transaction and from the earlier LKE acquisition makes the organization’s overall credit quality more resilient to any potenlial negative credit 
events within the famlly 

Wody’s also recognizes the track record that PPL has demonstrated in the UK in operaling its existing Western Power Distribution (WPD) 
business where WPD ranks in the top tier in several different efficiency and performance standards and where those network‘s tariffs were 
recently reset for a five-year period Hawever, our rating affirmation balances this expected performance and the opportunities for potential 
synergies against the challenges that we believe management may face In successfully integrating two large acquisitions In a fairly 
compressed timeframe -- the LKE acquisition which closed about four months ago and the Central Networks acquisition which is expected lo 
close next month This somewhat guarded view considers Ihe substantially larger size of the Central Networks operations relative to WPD and 
the fact that all UK eleclric distribution networks have gone through various rounds of cost saving initiatives over the last decade 

With respecl lo lhe PPL subsidiaries’ ratings, Moody’s views the acquisition as being a credit supportive development for these ratings as no 
incremental debt is being added at any of the affiliates while the transaction provides another source of reliable earnings, cash flow, and 
dividends to the overall enterprise In particular, Moody’s believes that PPL Energy Supply, LLC (PPL Supply), the company’s unregulated power 
subsidiary, Indirectly benefits from the Central Networks and LKE transactions as lhey should reduce the company’s reliance on this 
commodity driven subsidiary for earnings and dividends, enabling this unregulated operation to potentially utilize any free cash flow for future 
debt reduction That being sald, PPL Supply remains weakly positioned al its current Baa2 senior unsecured rating and while recently reported 
2010 resuits were strong, future financlal performance is expected to weaken particularly in 2012 due to the various challenges affecting all 
unregulated power companies As such, while the benefits of the Central Networks and LKE acquisitions help mitigate near-term downward 
rating pressure at PPL Supply, negative rating pressure remains at this subsidiary 

Importantly, to the extent that a negative rating action is taken at PPL. Supply, the probability of a similar rating action occurring at PPLor its 
subsidiaries has been greatly reduced, given the business and risk profile transformation that will occur from the completion of the Central 
Networks and LKE transactlons 

The stable outlook for PPL reflects our view that the planned acquisition of Central Networks will be financed in a balanced manner and that 
upon completion, PPL‘s credit quality will have been fortified through lhe reduclion in overall business risk at the company. While we view the 
Central Networks and LKE acquisitions as transforming events which could form the basis for positive rating momentum at PPL, prospects for 
the company to be upgraded in the near .-term are limited in light of the execution risks in integrating these two large acquisitions al the same 
time coupled with some of the market-based issues currently facing Ihe company’s unregulated business However, to the extent that the 
integration process ai both Central Networks and LKE meets lhe company’s expectation and PPLcontinues to take actions thal lower overall 
enterprise nsk and leverage over time, PPL’s rating could be upgraded Conversely, the prospects for downward rating action are lirniled In the 
intermediate term. as Moody’s views PPL as being strongly positioned at the current rating category and fairly resiiienl lo withstand downward 
pressure in the family given the diversified set of rate regulated operations at the company and the reduced exposure to the commodity 
business 

The principal methodology used in rating PPL. was Rating Methodology. Regulated Electric and Gas Utilities. published August 2009 and 
available on www moodys corn in the Rating fiihodologies sub-directory tinder the Research and Ratings tab Other methodologies and 
factors that may have been considered in the process of rating these issuers can also be found in the Rating Methodologies subdiiectory on 
Moody’s website 

Please see ratings tab on the issuer/entity page on bbodys com for the last rating action and the rating history 



PPL. is a diversified energy holding company headquartered in Allentown, Pennsylvania 

New York 
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Senior Wce President 
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0 2011 Moody’s Investors Service, Inc and/or its licensors and affiliates (coliectively, “M30DYS”) All rights reserved 

CREDIT RATINGS ARE MOODY’S INVESTORS SERVICE, INC.‘S (“MIS’) CURRENT OPINIONS OF THE 
REMTIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE 
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY M W  NOT MEET ITS 
CONTWTUAL, FINANCIAL OBLIGATIONS PS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS 
IN THE EVENT OF DEFWLT. CREDIT RATINGS DO NOT ADDRESS PNY OTHER RISK, INCLUDING BUT 
NOT UMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE 
NOT STATEMENTS OF CURRENT OR HISTORICAL FXT. CREDIT W I N G S  DO NOT CONSTITUTE 
INVESTMENT OR FJNPNCIAL ADVICE, AND CREDIT W I N G S  ARE NOT RECOMMENDATIONS TO 
PURCHASE, SELL, OR HOLD PARTICULPR SECURITIES. CREDIT W I N G S  DO NOT COMMENT ON THE 
SUITPE$lLITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS 
WlTH THE WPECTPiTION AND UNDERSTANDING T H m  E N H  INVESTOR WLL MAKE ITS O W  STUDY 
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Rating Drivers 

-Recent acquisitions have transformed the company to a more diversified and less risky business model 

-Business strategy should result in fairly predictable cash flows 

-Large portion of the rate regulated businesses operate under above average regulatory frameworks 

",Well-positioned consolidated credit metrics for rating category expected to be more resilient 

-Conservative financing approach to recent acquisitions supports rating profile 

-Substantial capital investment program anticipated 

-As a holding company, PPL creditors are impacted by structural subordination 

Corporate Profile 

PPL Corporation (PPL Baa3 Issuer Rating, stable) is a diversified energy holding company headquartered in Allentown, 
PA PPL owns or controls about 19,000 megawatts of generating capacity in the US, sells energy in key U S markets, 
and delivers electricity and natural gas to about 10 million customers in the 1JS and the UK 

SUM MA RY RAT1 N G RATIONALE 

PPL's rating is reflective of the consolidated credit profile which has been transformed to a more diversified, more rate 
regulated platform from a largely commodity driven, more regionally focused operation We estimate that at least 70% of 
consolidated results will be provided by predictable, rate regulated businesses from three different jurisdictions, several 
of which have an above-average regulatory profile. To that end, the rating incorporates the reduced reliance that PPL will 
have on earnings and dividends derived from its unregulated, commodity business The rating recognizes the growing 
importance that the company's Kentucky operations will have on future results which include plans to make substantial 
environmental capital investments. We observe that the transition to market rates in Pennsylvania has been completed 
for all of the state's electric utilities, and that the company's focus is centered on infrastructure investment, through the 
replacement of an aging transmissiwn and distribution system coupled with new transmission and smart grid investments 

DETAILED RATING CONSIDERATIONS 

-Acquisitions have transformed business strategy, lowered business risk 

PPL's acquisitions of two large regulated utility systems located in Kentucky and in the UK during the last eight months 
have transformed the company's business platform to a broader, more diversified fate regulated business model from 
one that was highly dependent on the company's commodity business 

On April 1, 201 1, PPL completed the acquisition of the Central Networks electricity distribution business (since renamed 
PPL WEM Holdings (PPL WEM, rated Baa3), the second-largest such business in the UK for €3 6 billion ($5 7 billion) in 
cash, inclusive of certain permitted pre-closing adjustments, plus €500 million ($800 million) of existing public debt 
assurned through consolidation PPL has since renamed the operating subsidiaries Western Power Distribution (East 
Midlands) plc (WPDEM Baal senior unsecured) and Western Power Distribution (West Midlands) plc (WPDWM Baa 1 
senior unsecured) and both are wwned by PPL WEM 

On November 1, 2010, PPL acquired E ON U S LLC (renamed KG&E and KU Energy LLC or LKE) and its subsidiaries, 
Louisville Gas and Electric Company (LG&E, Baal senior unsecured) and Kentucky Utilities Companies (KU. Baal 
senior unsecured), two regulated utilities operating principally in Kentucky for $7 6 billion, including debt assumed 
through consolidation 

We estimate that at least '70% of consolidated results going forward will be provided by predictable, rate regulated 
businesses from three different jurisdictions, two of which have, in our opinion, an above-average regulatory profile 
Specifically, the networks business of PPL WEM operates under a highly transparent and regulatory framework in the UK 
which we consider to be well-above average and where the tariffs have been approved for the next five years Through 

Iittn.//\yww.inoodvs com/researcl?/PPL Cormration-Credit -Oui,;on?docirl=COI'ijoIi~~doci~l=~OI' 6000384 5/10/201 I 
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PPL's existing ownership of Western Power Distribution (South Wales) plc and Western Power Distribution (South West) 
plc (both rated Baal) ,  two additional networks companies, PPL. is not only familiar with the regulatory framework but has 
consistently outperformed its peer companies, which should bode well for the future operations of PPL WEM Moreover, 
PPL's ownership of two Kentucky vertically-integrated utilities, LG&E and KU, should provide consistent earnings and 
cash flow under an above average regulated framework where substantial environmental capital investment is expected 
over the next several years Together, we estimate that the UK and Kentucky operations alone will provide about 55% of 
the company's earnings and cash flow in most years 

With the transition to market rates for generation in Pennsylvania completed for all of the state's utilities, PPL's focus in 
this state will be around infrastructure investment From a credit supportive perspective, Moody's considers the regulatory 
environment in Pennsylvania to be average when compared to other state regulatory environments We observe that the 
PPL Electric Utilities (PPL EU Baa2 senior unsecured) subsidiary received a generally favorable result from a credit 
perspective in its most recent rate case and expect the company to have SlJbStantial capital investment requirements for 
infrastructure, smart grid and transmission projects. In most years, we expect PPL EU to represent about 15% of 
consolidated results 

The remaining percentage is expected to be derived from PPL Energy Supply, LLC (PPL. Supply Baa2 senior 
unsecured), an unregulated generation subsidiary, which owns competitive generation assets in PJM and in the western 
US We anticipate financial results for PPL Supply to be weaker in 2012 relative 2010 and expected 2011 results due to 
lower electric demand, lower capacity revenues and continued low natural gas prices, which affects electric energy 
margins That said, we also observe that with the recent LKE and PPL WEM acquisitions, the parent's reliance on PPL 
Supply for earnings and dividends will decline appreciably from recent years which we view as a credit positive for both 
PPL Supply and PPL 

For more information on PPL's operating subsidiaries, please refer to moodys com. 

-PPL's consolidated credit metrics position it quite well for its low investment grade rating 

For the past three years, we calculate that PPL's cash flow (CFQ pre-W/C) /debt averaged 17 9% and the company 
recorded cash flow to debt metrics of 17 5% through LTM 03/31/2011 Similarly, we calculate that cash flow interest 
coverage averaged 4 6x for the past three years and was 4 8x at LTM 03/31/20 11, while retained cash flow to debt 
averaged 13 2% and was 13 3% at LTM 03/31/2011 Some of this historical performance can be attributed to the 
performance at PPL Supply, particularly in 2010, when generation rate caps in Pennsylvania were lifted We expect 
PPL's consolidated credit metrics to trend modestly lower due to weaker performance at the commodities subsidiary and 
a higher contribution from the predictable but lower margin rate regulated operations Most importantly, we anticipate the 
company's financial performance to be substantially more resilient in the future to a declining commodity environment 
given the greater diversity in operations and the increased contributions from more predictable sources of cash flow and 
earnings 

L-2 

-Conservative financing approach to recent acquisitions support rating profile 

The rating considers the relatively conservative manner in which PPL has financed both the LKE and PPL WEM 
acquisitions which indicates, in our opinion, management's commitment to maintaining an investment grade credit quality 
profile throughout the organizatlon. In both the LKE and PPL WEM transactions, while hybrid convertible securities were 
used in a substantial way to finance the purchase price, no incremental permanent debt was added to the capital 
structure as the majority of the funding source was provided by the sale of PPL common stock In the $7 6 billion LKE 
acquisition, PPL raised $2.484 billion of common equity and raised $1 15 billion of convertible equity units Similarly, in 
the US$6.5 billion PPL WEM transaction, PPL issued $2 328 billion of common equity and raised $977 5 million of 
convertible equity units In addition, we calculate that during the twelve month period ending March 31, 201 1, PPL raised 
approximately $41 9 million of cash proceeds from the sale of non-core generating assets that was used to either fund 
capital requirements or reduce consolidated debt 

-Substantial capital investment program anticipated 

Beginning in 2012, over the next few years, PPL will embark on a sizeable capital expenditure plan approximating $15 6 
billion (annual average of $3 9 billion) By comparison, PPL's capital expenditures averaged $1 6 billion over the previous 
four year period While a large portion of this comparison reflects the incorporation of two acquisitions as well as the 
impact of lower capital spending in 2009 due to the economy, capital spending for the rate regulated businesses are 
expected to show material increases Of particular note is the $5 0 billion of capital expected to be spent at LKE over this 
four year period including $2 3 billion for environmental capital projects Additionally, $1 8 billion is earmarked for 
investments in FERC regulated transmission projects at PPL EU, including the planned Susquehanna-Roseland line 
linking Pennsylvania and New Jersey 

lit tp *//IVWIV. moody s c om/re seal c WPPL. -Corpora t i on - C r ed it  - 0 pi ni on?doc i d=C OP 6 0003 8 4 . 6/3 0/2 0 I 1 
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-Structural subordination 

PPL's rating reflects the structurally subordinate position of holding company obligations relative to the $14 4 billion of 
secured and unsecured long-term debt issued at various operating subsidiaries and intermediate holding companies 
While PPL does not currently have any funded long-term senior debt obligations, it did guarantee substantially-sized 
bridge financings to complete the LKE and PPL WEM transactions and it continues to guarantee nearly $2.6 billion of 
subordinated debt issued by PPL Capital Funding, Inc , the majority of which was used to finance these acquisitions. We 
observe that all of the $6 7 billion PPL guaranteed bridge financing associated with the PPL WEM acquisition was fully 
repaid in May 201 1, well ahead of original expectations 

Liquidity Profile 

As a holding company, PPL's primary source of liquidity is the dividends it receives from its operating subsidiaries. At 
March 3 1, 201 1, PPL had consolidated cash on hand of $1 245 billion of which $583 million was cash at the PPL Supply 
level 

On a consolidated basis in 2010, cash flow from operations of approximately $2.0 billion was sufficient to cover about 
90% PPL's outlays including approximately $1 7 billion of capital expenditures, approximately $560 million of common 
stock dividends, and $54 million of preferred dividends. Moody's calculates that internal sources of $2.7 billion of cash 
flow should cover about 75-80% of the company's capital expenditures and dividends in 201 1 ,  resulting in negative free 
cash flow of approximately $800 million We anticipate higher levels of negative free cash flow for 2012 and 2013 given 
the increase in the size of the capital budget across the regulated platform That said, the company estimates that about 
66% of its consolidated capital spend will earn regulated returns subject to minimal or no regulatory lag which should 
help mitigate this issue over the next several years. 

PPL's subsidiaries have external liquidity facilities totaling approximately $4 35 billion in committed facilities to support 
the short-term liquidity needs of its domestic operations and E960 million to support its UK operations. Other than a $1 50 
million accounts receivable facility at PPL EU, which expires in 201 1 ,  the facilities have expiry dates ranging from 201 3 to 
2016. At March 31, 201 1, of the $4.35 billion of committed credit facilities to s~ppor t  the domestic operations, $3.2 billion 
was at PPL Supply, $800 million was committed to the Kentucky utilities ($400 million each for LG&E and KU), and $350 
million was at PPL EU. Total availability on the facilities at March 31, 201 1 was $3 192 billion, of which $2 253 was 
available for PPL Supply, $400 million for LG&E, $202 million for KU, and $337 million for PPL. EU In April 201 1, KlJ 
entered into a new $198 million letter of credit facility expiring in April 2014 that will be used to support outstanding tax 
exempt bonds, and which subsequently replaced the letters of credit issued under KU's credit facility, giving the utility 
access to the entire $400 million revolver The credit facilities each contain one financial covenant PPL Supply's credit 
facilities have a limitation on debt to capitalization at 65%. As of December 31, 2010, the ratio as defined in the 
agreement was approximately 44%. The PPL EU, LG&E, and KU credit facilities each limit the ratio of debt to 
capitalization to 70%. As of December 31, 2010, the ratio as defined in the agreements was approximately 43%, 43%, 
and 41%, respectively, for PPL EU, L.G&E, and KU None of the facilities contain a material adverse change (MAC) 
clause. 

Also, PPL Supply and three of its affiliates, PPL EnergyPlus, PPL Montour and PPL Brunner Island maintain an $800 
million secured energy marketing and trading facility, whereby PPL EnergyPlus will receive credit to be applied to satisfy 
collateral posting obligations related to its energy marketing and trading activities with counterparties participating in the 
facility The credit amount is guaranteed by PPL Energy Supply, PPL Montour and PPL Brunner Island. PPL Montour 
and PPL Brunner Island have granted liens on their respective generating facilities to secure any amount they may owe 
under their guarantees The facility expires in November 2015, but is subject to automatic one-year renewals under 
certain conditions There were no secured obligations outstanding under this facility at March 31, 201 1 

In addition to the above, PPL Supply maintains a $500 rnillion Facility Agreement expiring June 2017, whereby PPL 
Supply has the ability to request up to $500 million of committed letters of credit capacity at fees to be agreed upon at the 
time of each request, based on certain market conditions At March 31 201 1 ,  PPL Supply had not requested any 
capacity for the issuance of letters of credit under this arrangement 

While PPL has no parent level debt outstanding, at the subsidiary level, PPL Supply's nearest debt maturity occiirs later 
this year when $500 million of senior notes mature in November 201 1 Among the utility subsidiaries, the next debt 
maturity occurs in November 2013, when $400 million of PPL EU senior secured notes are doe 

In terms of contingent capital requirements, at March 31, 201 1 ,  if the credit contingent provisions underlying all derivative 
instruments were triggered due to a credit downgrade below investment grade, PPL and PPL Supply would have been 
required to prepay or post additional collateral of $205 million and $188 million, respectively 
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The stable outlook for PPL reflects our view that with the completion of the LKE and PPL WEM acquisitions, PPL's credit 
quality has been fortified through the reduction in overall business risk The stable outlook further reflects our view that 
the company's position as owner of low cost, strategically placed, primarily base-load generating assets will remain 
unchanged in the markets that it operates, even though these assets' cash flow generating capacity is expected to be 
lower over the next several years While we anticipate PPL's management to manage through this down cycle at PPL 
Supply by reducing this subsidiary's debt, to the extent that Moody's were to take a negative rating action at PPL S~pply  
given its relatively weak position in its rating category, the probability of a similar rating action occurring at PPL or one of 
its other subsidiaries has been greatly reduced, given the risk profile transformation that has occurred from the LKE and 
PPL WEM acquisitions 

What Could Change the Rating - Up 

While we view these acquisitions as transforming events which could form the basis for positive rating momentum at 
PPL, the prospects for the company to be upgraded in the near -term remain somewhat limited in light of the execution 
risks in integrating these two large acquisitions at the same time coupled with some of the market-based issues currently 
facing the company's unregulated business However, to the extent that the integration process at both LKE and PPL 
WEM meets the company's expectation and PPL continues to take actions to lower overall enterprise risk and leverage 
over time, PPL's rating could be upgraded. 

What Could Change the Rating - Down 

Conversely, the prospects for downward rating action in the intermediate term are very limited, as Moody's views PPL as 
being strongly positioned at the current rating category and fairly resilient to withstand downward pressure in the family 
given the diversified set of rate regulated operations at the company and the reduced exposure to the commodity 
business. 

Other Considerations 

Moody's evaluates PPL's financial performance relative to the Regulated Electric and Gas Utilities rating methodology 
(the methodology) published in August 2009. As depicted in the grid, PPL's indicated rating under the methodology both 
a historical and prospective basis is Baa2 as compared to its current Baa3 senior unsecured rating However, if one 
factors in a one-notch rating adjustment for PPL being a holding company whose obligations are subordinate to $14 4 
billion of senior secured and senior unsecured debt, the indicated rating would be in-line with the actual Baa3 senior 
unsecured rating 

Rating Factors 

PPL Corporation 

Regulated Electric and Gas Utilities Industry [ 1][2] 

Factor 1: Regulatory Framework (25%) 

a) Regulatory Framework 
~~~~~~~~~~~~ Factor 2: Ability To Recover Costs And Earn And - Returns Earn Returns (25%) 

Factor 3: Diversification (10%) 

b) Generation and Fuel Diversity (5%) 
Factor 4: Financial Strength, Liquidity And Key Financial Metrics 
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c) CFO pre-WC / Debt (3 Year Avg) (7 5%) 
d) CFO pre-WC - Dividends / Debt (3 Year Avg) ('7.5%) 
e) DebtlCapitalization (3 Year Avg) (7 5%) 
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This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities of the issuer or any form of 
security that is available to retail investors It would be dangerous for retail investors lo make any investment decision based on this credit rating If 
in doubt you should contact your financial or other professional adviser 
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Announcement: Moody's affirms PPL's ratings following acqusitiati announcement; outlook stable 

~~ 

Global Credit Research - 02 Mar 20l' l  

Approximately $ 16.0 Billion of Debt Securities and Credit Facilities Affected. 

New York, March 02, 202 1 -- Moody's Investors Service affirmed the ratings of PPL Corporation (PPL. Baa3 Issuer Rating) 
and its subsidiaries following yesterday's announcement that it had reached a definitive agreement to acquire the Central 
Networks electric distribution business from E.ON UK plc for 4 0 billion pounds Sterling ($6.4 billion), which includes the 
assumption of 500 million pounds ($800 million) of existing public debt. The rating outlook for PPL and its subsidiaries is 
stable 

"The rating affirmation recognizes that the planned acquisition of Central Networks further de-risks PPL's overall business 
platform as more than 70% of consolidated results will be provided by predictable, rate regulated businesses from three 
different jurisdictions, making the company's earnings, cash flow, and dividends less reliant on the company's commodity 
business", said A J. Sabatelle, Senior Vice President of Moody's. 

The rating action considers the pro-forma consolidated credit profile of PPL, and factors in the increasing proportion of 
regulated activities, the geographic diversity across these businesses, and the declining exposure to the commodities 
business as a source of cash flow and earnings. To that end, the rating affirmation acknowledges that the combination of the 
Central Networks transaction coupled with last year's acquisition of LG&E and KU Energy LLC (LKE: Baa2 Senior Unsecured 
Debt) and its subsidiaries have transitioned the company from a smaller, more regional commodity sensitive concern to a 
larger, more geographically diverse company with a more sustainable business model 

The rating affirmation considers the relatively conservative manner in which PPL intends to permanently finance the 
acquisition, including the issuance of $1.7 -- $1.9 billion of PPL common stock and $750 -- $950 million of convertible equity 
units, which helps to maintain balance sheet strength, and more strongly positions PPL in its current investment grade rating 
category We understand that the company intends to permanently finance the remainder of the transaction with debt issued at 
both the Central Networks operating and holding company levels in a manner which targets a low Baa rating for the 
consolidated regulated networks business While this degree of leverage In the capital structure at Central Networks does 
slightly weaken PPL's consolidated credit metrics, the degree of dependable cash flow expected to be derived from this 
transaction and from the earlier LKE acquisition makes the organization's overall credit quality more resilient to any potential 
negative credit events within the family. 

--L 
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Moody's also recognizes the track record that PPL has demonstrated in the UK in operating its existing Western Power 
Distribution (WPD) business where WPD ranks in the top tier in several different efficiency and performance standards and 
where those netwark's tariffs were recently reset for a five-year period. However, our rating affirmation balances this expected 
performance and the opportunities for potential synergies against the challenges that we believe management may face in 
successfully integrating two large acquisitions in a fairly compressed timeframe -- the LKE acquisition which closed about four 
months ago and the Central Networks acquisition which is expected to close next month. This somewhat guarded view 
considers the substantially larger size of the Central Networks operations relative to WPD and the fact that all UK electric 
distribution networks have gone through various rounds of cost saving initiatives over the last decade 

With respect to the PPL subsidiaries' ratings, Moody's views the acquisition as being a credit supportive development for these 
ratings as no incremental debt is being added at any of the affiliates while the transaction provides another source of reliable 
earnings, cash flow, and dividends to the overall enterprise In particular, Moody's believes that PPL Energy Supply, LLC (PPL 
Supply), the company's unregulated power subsidiary, indirectly benefits from the Central Networks and LKE transactions as 
they should reduce the company's reliance on this commodity driven subsidiary for earnings and dividends, enabling this 
unregutated operation to potentially utilize any free cash flow for future debt reduction That being said, PPL Supply remains 
weakly positioned at its current Baa2 senior unsecured rating and while recently reported 2010 results were strong, future 
financial performance is expected to weaken particularly in 2012 due to the various challenges affecting all unregulated power 
companies A s  such, while the benefits of the Central Networks and LKE acquisitions help mitigate near-term downward rating 
pressure at PPL Supply, negative rating pressure remains at this subsidiary. 

Importantly, to the extent that a negative rating action is taken at PPL Supply, the probability of a siinilar rating action occurring 
at PPL or its Subsidiaries has been greatly reduced, given the business and risk profile transformation that will occur from the 
completion of the Central Networks and LKE transactions 

The stable outlook for PPL reflects our view that the planned acquisition of Central Networks will be financed in a balanced 
manner and that upon completion, PPL's credit quality will have been fortified through the reduction in overall business risk at 
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the company While we view the Central Networks and LKE acquisitions as transforming events which could form the basis for 
positive rating momentum at PPL, prospects for the company to be upgraded in the near --term are limited in light of the 
execution risks in integrating these two large acquisitions at the same time coupled with some of the market-based issues 
currently facing the company's unregulated business However, to the extent that the integration process at both Central 
Networks and LKE meets the company's expectation and PPL continues to take actions that lower overall enterprise risk and 
leverage over time, PPL's rating could be upgraded Conversely, the prospects for downward rating action are limited in the 
intermediate term, as Moody's views PPL as being strongly positioned at the current rating category and fairly resilient to 
withstand downward pressure in the family given the diversified set of rate regulated operations at the company and the 
reduced exposure to the commodity business 

I 

The principal methodology used in rating PPL. was Rating Methodology Regulated Electric and Gas Utilities, published August 
2009 and available on www moodys com in the Rating Methodologies sub-directory under the Research and Ratings tab 
Other methodologies and factors that may have been considered in the process of rating these issuers can also be found in 
the Rating Methodologies sub-directory on Moody's website 

Please see ratings tab on the issuerlentity page on Moodys com for the last rating action and the rating history 

PPL is a diversified energy holding company headquartered in Allentown, Pennsylvania 

New York 
A.J. Sabatelle 
Senior Vice President 
Infrastructure Finance Group 
Moody's Investors Service 
JOURNALISTS: 212-553-0376 
SUBSCRIBERS: 212-553-1653 

New York 
William L. Hess 
MD - Utilities 
Infrastructure Finance Group 
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CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE RELATIVE FUTURE 

THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY 
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, 
INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE NOT 
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MOODY'S PRIOR WRITTEN CONSENT All information contained herein is obtained by MOODY'S from sources believed by it to be 
accurate and reliable Because of the possibility of human or mechanical error as well as other factors, however, all information contained 
herein is provided "AS IS" without warranty of any kind MOODY'S adopts all necessary measures so that the information it uses in 
assigning a credit rating is of sufficient quality and from sources Moody's considers to be reliable, including, when appropriate, 
independent third-party sources However, MOODY'S is not an auditor and cannot in every instance independently verify or validate 
information received in the rating process Under no circumstances shall MOODY'S have any liability to any person or entity for (a) any 
loss or damage in whole or in part caused by resulting from. or relating to, any error (negligent or otherwise) or other circumstance or 
contingency within or outside the control of MOODY'S or any of its directors officers, employees or agents in connection with the 
procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such information, or (b) any 
direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if 
MOODY'S is advised in advance of the possibility of such damages, resulting from the use of or inability to use, any such information The 
ratings, financial reporting analysis. projections, and other observations, if any, constituting part of the information contained herein are 
and must he construed solely as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any 
securities Each user of the information contained herein must make its own study and evaluation of each security it may consider 
purchasing, holding or selling NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACClJRACY TIMELINESS, COMPLETENESS, 
MERCHANTABILITY OR FITNESS FOR ANY PARTICUIAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR 
INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER 

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO), hereby discloses that most issuers of debt 
securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MIS have, 
prior to assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by it fees ranging from $1,500 to 
approximately $2,500,000 MCO and MIS also maintain policies and procedures to address the independence of MIS's ratings and rating 
processes Information regarding certain affiliations that may exist between directors of MCO and rated entities, and between entities who 
hold ratings from MIS and have also publicly reported to the SEC an awnership interest in MCO of more than 5%, is posted annually at 
www.moodvs.com_ under the heading "Shareholder Relations - Corporate Governance - Director and Shareholder Affiliation Policy '' 

Any publication into Australia of this document is by MOODY'S affiliate. Moody's Investors Service Pty Limited ABN 61 003 399 657, 
which holds Australian Financial Services License no 336969 This document is intended to be provided only to "wholesale clients" within 
the  meaning of section 761G of the Corporations Act 2001 By continuing to access this document from within Australia, you represent to 
MOODY'S that you are, or are accessing the document as a representative of, a "wholesale client" and that neither you nor the entity you 
represent will directly or indirectly disseminate this document or its contents to "retail clients'' within the meaning of section 761G of the 
Corporations Act 2001 

i 

_J Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's Japan K K ('MJKK) are MJKKs current 
opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like securities In such a case, "MIS" in the 
foregoing statements shall be deemed to be replaced with "MJKK MJKK is a wholly-owned credit rating agency subsidiary of Moody's 
Group Japan G K , which is wholly owned by Moody's Overseas Holdings Inc , a wholly-owned subsidiary of MCO 

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities of the issuer or any 
form of security that is available to retail investors It would be dangerous for retail investors to make any investment decision based on 
this credit rating If in doubt you should contact your financial or other professional adviser 
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Rating Action: Moody’s downgrades  PPL a n d  PPL Electric, oulloolc stable 

Globa! Credit Research .. 28 P q r  20.10 

Approximately $1.3 billion of rated instruments affected 

New York, April 28, 2010 Moody‘s Investors Service (Maody’s) downgraded the long-term unsecured ratings of PPL 
Corporation (PPL: Issuer Rating to Baa3 from BaaZ), and its subsidiaries PPL Electric Utilities Corporation (PPL EU: 
senior tinsecured to Baa2 from Baal), and PPL Capital Funding, Inc (PPL Capital: senior unsecured guaranteed by 
PPL to Baa3 from Baa2); the A3 rating for PPL EUs secured debt, and its Prime-2 rating for commercial paper are 
affirmed. The outlook for PPL, PPL EIJ, and PPL Capital is stable. The ratings of PPL‘s subsidiary PPL Energy Stipply 
(PPLSupply: Baa2 senior unsecured) are affirmed and the outlook remains stable 

The rating actions follow PPL‘s announced agreement to acquire E.ON US. LLC (E.ON U.S ) and its subsidiaries 
Louisville Gas & Electric Company (LG&E) and Kentucky lltilities Company (KU), and while reflective of the 
announced transaction, are driven more by weakening financial metrics and the negative outlooks that had been in 
place for PPL EU and PPLfor the past year. 

On April 28, 2010, PPLannounced that it had reached a definitive agreement with E ONAG to acquire E..ON IJS, the 
parent company of LG&E and KU, two regulated utilities with operations principally in Kentucky” The transaction 
values E ON US.  at approximately $7.6 billion, inChJding the assumption of $925 million of existing tax-exempt debt 
and the repayment of E.ON AG intercompany debt. Permanent financing for the transaction will include a combination 
of common equity, utility first mortgage bonds, utility holding company bonds, hybrid securities and cash on hand We 
anticipate that PPL will arrange the permanent financing in a balanced manner that will be supportive of its Baa3 
Issuer Rating. 

PPL‘s Baa3 Issuer Rating considers the additional regulatory scale, diversity and cash flow stability that are likely to ’ 
result from its planned acquisition of E.ON US Qn a pro-forma basis, we anticipate that over 50% of PPL‘s assets 
and cash flows would be associated with regulated operations; absent the transaction, we would expect regulated 
contributions to remain significantly below 50%. The rating also considers the challenges the company is facing as it 
transitions to a fully competitive market in its Pennsylvania service territory where significant utility investment is 
needed while its wholesale generation business continues to operate within weakened commodities markets. The 
rating reflects pro-forma consolidated credit profile and cash flow credit metrics that we anticipate will remain within 
ranges appropriate for the rating. The Baa3 ratings for PPL and PPL Capital also recognize their structurally 
subordinate position relative to the Baa2 senior unsecured debt of PPL Supply and PPL. EIJ, and to likely holding 
company and operating company debt at the Kentucky utilities. 

The downgrade for PPL EU reflects our continued expectation that beginning in 2010, the company’s cash flow credit 
metrics will decline dramatically from their recent levels and will remain toward the lower end of the ranges indicated 
in Moody’s August 2009 Rating Methodology for Regulated Electric and Gas Utilities (the Regulated Methodology) 
rated Baa for the foreseeable future The expected decline in metrics comes as PPL EU implements market rates for 
generation while simultaneously incurring increased expenditures far capital investment to support and maintain the 
reliability of its aging distribution and transmission systems As a result, PPL EU’s debt burden will increase, and cash 
flow coverage of debt and debt service is expected to be dramatically reduced For example, for the foreseeable 
future, the ratio of cash flow from operations excluding changes in working capital (CFQ Pre -- WC) to debt, 
calculated in accordance with Moody’s standard analytical adjustments, is expected to remain in the low-to-mid teens, 
and the ratio of CFO Pre -- WC plus interest to interest is anticipated to remain around three times. 

The affirmation of t h e m  rating for the senior secured debt at PPL EU reflects its priority position within PPL EU’s 
capital structure and follows Moody’s August 2009 implementation of wider notching between the vast majority of 
ratings for senior secured and senior unsecured debt ratings for investment grade regulated utilities. Issuers with 
negative outlooks were excluded from the August implementation 

The affirmation of the Baa2 senior unsecured ratings for PPL Supply considers the relatively strong market and 
competitive position that results from its significant baseload generation portfolio located primarily near load serving 
entities within the highly liquid and transparent PJM market The affirmation also recognizes that 2010 is the first year 
the company is able to sell power produced by its Pennsylvania generalion resources at market rates For 2010 and 
beyond, we anticipate increased volatility of cash flows, mitigated to some extent by PPL. Supply’s hedging strategy; 
however, we also anticipate a strengthening of its cash flow credit metrics commensurate with the company’s 
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increased business risk. For example, we anticipate the ratio of CFO Pre-WC to debt (excluding the debt and cash 
flows associated with its U K distribution utilities) to remain above 25% PPL Supply’s published consolidated credit 
metrics will continue to be impacted by the ownership of its 1J K distribution utilities, which benefit from reasonably 
stable cash flow, but also employ leverage commensurate with their regulated network activities We anticipate PPL 
Supply’s consolidated published ratio of CFO Pre-WC to debt will remain above 20% 

The stable outlook for PPL EU reflects our expectation that PPL EVs financial metrics will generally remain within the 
ranges indicated for electric distribution and transmission utilities rated Baa The outlook also assumes that PPL EU 
will finance its significant capital expenditure program in a manner that is consistent with maintaining its current credit 
profile and that it will continue to successfully manage its regulatory relationships as Pennsylvania continues its 
statewide transition to market rates. 

The stable outlooks far PPL Supply, PPL Capital, and PPL reflect our view that the planned acquisition of E.QN IJS 
will be financed in a balanced manner that is consistent with PPL‘s Baa3 Issuer rating. The stable outlooks also 
assume that in 2010 and beyond, PPL Supply’s low-cost, strategically placed, primarily base load generating assets 
will generate increased cash flows, and that PPL will continue to seek to mitigate the volatility of these market based 
cash flow by use of disciplined hedging strategies In addition, the stable autloaks assume that the transition to the 
competitive electricity market in Pennsylvania will continue to proceed relatively smoothly and that PPL EU’s planned 
capital expenditures will be financed in a manner that is supportive of its credit quality. 

The principal methodology used in rating PPL EU, PPL and PPL Capital was Rating Methodology: Regulated Electric 
and Gas lltilities, published August 2009 and available on www moodys.com in the Rating Methodologies sub- 
directory under the Research and Ratings tab. The principal methodology used in rating PPL Supply was Rating 
Methodology: Unregulated Utilities and Power Companies, published in August 2009 and also available on 
wwwmoodys com in the Rating kthodologies sub-directory under the Research & Ratings tab. Other 
methodologies and factors that may have been considered in the process of rating these issuers can also be found in 
the Rating Methodolagies sub-directory on Moody’s website. 

Moody’s last rating action on PPL EU, PPL, PPL Capital and PPL Supply occurred May 11, 2009 the outlooks of PPL 
EIJ, PPL and PPL Capital were revised to negative from stable and the ratings of PPL Supply were affirmed with a 
stable outlook. 

PPL is a diversified energy holding company headquartered in Allentown, Pennsylvania. PPL EU is a regulated 
transmission and distribution utility, PPL Supply is a holding company engaged primarily in non-regulated generation 
and marketing of power in the US. and the regulated delivery of electricity in the U.K.; PPLCapital is a financing 
subsidiary of PPL- its debt is guaranteed by PPL. 

Downgrades. 

PPL Corporation 

Issuer Rating, Downgraded to Baa3 from Baa2 

PPL Capital Funding, Inc 

Junior Subordinated Regular BorWDebenture, Downgraded to Bal  from Baa3 

Multiple Seniority Shelf, Downgraded to (P)Baa3, (P)Bal from (P)Baa2, (P)Baa3 

Senior Unsecured Regular Bond/Debenture, Downgraded to Baa3 from Baa2 

PPL Electric Utilities Corporation 

Issuer Rating, Downgraded to Baa2 from Baal 

Multiple Seniority Shelf, Downgraded to (P)Bal from (P)Baa3 

Preferred Stock, Downgraded to Bal  from Baa3 

Senior Unsecured Bank Credit Facility, Downgraded to Baa2 from Baa 1 

Senior Unsecured Revenue Bonds (Lehigh County Industrial Development Authority), Downgraded to Baa2 from Baa 1 

Outlook Actions 
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PPL Corporation 

Outlook, Changed To Stable From Negative 

PPL Capital Funding, Inc 

Outlook, Changed To Stable From Negative 

PPL Electric Utilities Corporation 

Outlook, Changed To Stable From Negative 
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Ratings 

Category 
Outlook 
Issuer Rating 
PPL Energy Supply, LLC 
Outlook 
Sr lJnsec Bank Credit Facility 
Senior Unsecured 
PPL Electric Utilities Corporation 
Outlook 
Issuer Rating 
First Mortgage Bonds 
Senior Secured 
Sr Unsec Bank Credit Facility 
Preference Stock 
Commercial Paper 
Contacts 
'i, 1 
*1 

isi;aIyst 
Laura SchumachedNew York 
William L HesslNew York 

Key Indicators 

Moody's Rating 
Stable 
Baa3 

Stable 
Baa2 
Baa2 

Stable 
Baa2 

A3 
A3 

Baa2 
Bal  
P -2 

Phone 
212 553.3853 
212.553.3837 

111 
PPL Corporation 
ACTUALS 
(CFO Pre-W/C + Interest) / Interest Expense [2] 
(CFO Pre-W/C) I Debt [2] 
(CFO Pre-W/C - Dividends) / Debt [2] 
Debt / Book Capitalization 

2009 2008 2007 2006 
4 . 4 ~  3 . 7 ~  4 . 0 ~  4 . 3 ~  

19.1% 16.4% 21.2% 18.9% 
13.7% 11.5% 15.7% 14.5% 
55.0% 58.5% 50.7% 54.4% 

[I] All ratios are calculated using Moody's Standard Adjustments [2] CFO pre-W/C is equal to net cash flow 
from operations less net changes in working capital items 

Note For definitions of Moody's most common ratio terms please see the accompanying User's Guide 

Opinion 

ting Drivers 

Historically stable cash flow generated by regulated and highly contracted businesses 



Increased Volatility mitigated by hedging strategy and increased proportion of regulated business 
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?elative geographic and fuel diversity 

nerally supportive regulatory environments - with Pennsylvania still in transition 

Structural subordination 

Corporate Profile 

PPL Corporation (PPL Baa3 Issuer Rating, stable) is a diversified energy holding company headquartered in Allentown, 
Pennsylvania PPL's Pennsylvania regulated businesses are conducted primarily through its utility subsidiary PPL Electric lltilities 
Corporation (PPL EU Baa2 senior unsecured, stable). PPL Energy Supply LLC (PPL Supply. Baa2 senior unsecured, stable), is 
an intermediate holding company for PPL's non-regulated businesses that are engaged in the generation and marketing of power 
primarily in the northeastern and western power markets of the [J.S., and in the delivery of electricity in the U.K 

On April 28, 2010, PPL announced its agreement to acquire E ON 1J S LLC (E ON U.S) and its subsidiaries, Louisville Gas and 
Electric Company (LG&E) and Kentucky Utilities Companies (KU), two regulated utilities operating principally in Kentucky 

SUMMARY RATING RATIONALE 

PPL's rating is reflective of the challenges facing the company, as it continues to transition to a fully competitive market in its 
Pennsylvania service territory where significant utility investment is needed to support its aging infrastructure, while its wholesale 
generation business continues to operate in weak commodities markets. The rating considers PPL's relatively strong wholesale 
market and competitive position emanating from PPL Supply's low-cost, strategically placed, primarily base load generating 
assets The rating also considers PPL's consolidated credit profile, including the significant proportion of cash flow generated by 
its merchant business, the volatility of which is balanced by increasing regulated cash flows, and disciplined hedging strategies 
The rating reflects an assumption of a modest amount of additional consolidated leverage as a result of PPL's planned acquisition 
of E ON U.S LLC, and also considers the additional regulatory scale, diversity and increase in cash flow stability that is expected 
y o m e  from that transaction. 

" %  -<,3 

DETAILED RATING CONSIDERATIONS 

Historically stable cash flow generated by regulated and highly contracted businesses 

PPL's operations consist primarily of regulated utility businesses in the U.S and the U.K., and non-regulated merchant generation 
in the United States. In 2009, PPL EU's cash from operations represented approximately 32% of consolidated total cash flow, 
while the U.K. operations accounted for approximately 13% with the balance generated primarily PPL Supply's non-regulated 
merchant generating business in the United States PPL's cash flows, from both regulated and non-regulated operations, have 
been relatively stable over the last few years, reflecting primarily the low-cost nature of the company's generating assets and the 
Provider of Last Resort (POLR) arrangements between its subsidiaries, which mitigated the impact of volatile wholesale prices 
with capped electric rates in its service regions. The PQLR agreements, which helped to stabilize cash flows and effectively 
reduced overall business risk by providing an offset to PPL's significant non-regulated merchant operations were terminated in 
December 2009 As a result, we anticipate increased volatility in cash flows generated by the merchant business 

Volatility somewhat mitigated by hedging and by an increasing proportion of regulated business 

Anticipated volatility in PPL's cash flows is mitigated to some degree by its hedging strategy and the increasing proportion of 
regulated operations that would result from its planned acquisition of the Kentucky utilities. PPL generally employs a disciplined, 
laddered 3-4 year hedging strategy for its generation sales and for its fuel sourcing, which tends to make its cash flows relatively 
more stable and predictable. PPL's current regulated transmission and delivery businesses in Pennsylvania and the U K , along 
with the expected added regulated presence in Kentucky, should provide additional stability and predictability. 

Generally supportive regulatory environments - Pennsylvania is still in transition 

PPL's regulated business, Moody's generally characterizes its Pennsylvania regulatory framework as being about average for 
utilities in terms of supportiveness of credit quality and ability to recover costs and earn returns on invested capital PPL has 

,torically received reasonable and timely decisions in its transmission and distribution rate cases, and the Pennsylvania market 
transition appears to be working relatively smoothly However, we remain cautious about the significant rate increase for 
customers in the Pennsylvania service territory and the potential for political intervention The potential inclusion of the Kentucky 
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utilities in the consolidated family would be viewed positively in terms of overall regulatory supportiveness LG&E and KU also 
benefit from numerous alternative rate mechanisms which reduce regulatory lag including, cash returns on construction work in 
Trogress, and mechanisms that provide for the recovery of, and return on, environmental investment 

in the framework of Moody's August 2009 Rating Methodology for Regulated Electric and Gas Utilities (the Methodology), for 
or 1 Regulatory Framework, and for Factor 2 Ability to Recover Costs and Earn Returns, PPL currently maps to a rating 

factor in the Ba range, reflecting the current significant proportion of the unregulated operations in its business mix and the greater 
unpredictability surrounding these cash flows The score for this rating factor would likely move upward when the acquisition of the 
Kentucky utilities is consummated 

Relative geographic and fuel diversity 

With approximately 12,000 MWs of wholesale generation resources located primarily within the highly liquid and transparent PJM 
market along with the strategic positioning of PPL Supply's assets in Montana, we consider PPL's wholesale market and 
competitive position to be relatively strong PPL also has generating facilities in Illinois, and New England, as well as the regulated 
operations in Pennsylvania, the U.K., and potentially Kentucky PPL benefits from a relatively diverse portfolio of fuel resources, 
including coal, nuclear, gas, and hydro, albeit with a significant, and likely increasing, exposure to carbon intense fuels 

Within the framework of the Methodology, for Factor 3. Diversification, PPL maps to a rating factor in the Baa range. 

Strtictural subordination 

PPL's rating also reflects its structurally subordinate position relative to the Baa2 senior unsecured debt of PPL Supply and PPL 
ElJ, and to debt likely to exist at the Kentucky utilities 

Liquidity Profile 

As a holding company, PPL's primary source of liquidity is the dividends it receives from its operating subsidiaries. In 2009, PPL 
received dividends of approximately $1 "2 billion, including approximately $940 million from PPL Supply plus approximately $290 
-1ijIion from PPL EU, which was more than sufficient to cover its overhead costs, interest expense at PPL Capital Funding of 
&woximately $40 million, as well as dividends to common shareholders of approximately $520 million We anticipate 2010 full 

$ar funds will again be sufficient to cover overhead costs, interest expenses at PPL Capital Funding and PPL's common stock 
dividends. 

On a consolidated basis in 2009, cash flow from operations of approximately $1 "9 billion was sufficient to cover PPL's outlays 
including approximately $7 "2 billion of capital expenditures and approximately $520 million of common stock dividends In 201 0, 
capital expenditures are projected to be approximately $1 9 billion resulting in total outlays including dividends to modestly exceed 
cash flow from operations. Moody's anticipates the cash shortfall to be funded via a combination of internal and external sources 

While PPL has no parent level debt outstanding, it does fully guarantee all of the debt at PPL Capital, which has no debt 
maturities until 2047 At the subsidiary level, PPL EU's nearest debt maturity is November 2013, when $400 million of senior 
secured notes are due PPL Supply's nearest debt maturity is $500 million of senior notes due November 201 1. At PPL's U K 
subsidiaries, there is no maturing debt until 2017. This debt continues to be non-recourse to PPL Supply or PPL 

PPL's subsidiaries have external liquidity facilities totaling approximately $5 billion in committed facilities to support the short-term 
liquidity needs that are scheduled to expire between 2010 and 2013, of which approximately $3 7 billion was immediately 
available as of December 31, 2009. The credit facilities each contain one financial covenant. PPL Supply's credit facilities have a 
limitation on debt to capitalization ratio to 65% As of December 31, 2009, the ratio as defined in the agreement was 
approximately 46% PPL EU' credit facility limits the ratio of debt to capitalization to 70% As of December 31, 2009, the ratio as 
defined in the agreement was approximately 44%. None of these facilities contain a material adverse change (MAC) clause PPL's 
overall liquidity is considered satisfactory. 

Within the framework of the methodology, for Factor 4 Sub-factor Liquidity, PPL maps to a rating factor in the Baa range 

Rating Outlook 

stable outlook for PPL reflects our view that, in 2010 and beyond, its low-cost, strategically placed, primarily base load 
ierating assets will generate increased cash flows, and that PPL will continue to seek to mitigate the volatility of these market 

uased cash flows by the use of disciplined hedging strategies The stable outlook also assumes that the company will continue to 
successfully manage its fuel and other operating costs, that the transition to the competitive electricity market in Pennsylvania will 
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continue to proceed relatively smoothly, and that planned capital expenditures will be financed in a manner that is supportive of its 
credit quality The stable outlooks recognize the cash flow stability that should result from PPL's acquisition of E ON U S LLC, 
7nd assumes the transaction will be funded in a manner that is supportive of PPL's current credit profile. 

at Could Change the Rating - Up 

An upgrade is unlikely in near to medium term Ratings could be revised upward if there were to be a sustained improvement in 
financial metrics, as demonstrated, for example, by a ratio of CFO pre.WC to debt, calculated in accordance with Moody's 
standard analytical adjustments, in the range of 20% An upgrade of PPL Supply would also likely put upward pressure on the 
rating of PPL Corp 

What Could Change the Rating - Down 

The ratings could be adjusted downward if there is a meaningful increase in business risk beyond the levels currently 
contemplated, if there is a significant deterioration of plant availability, if the company is unsuccessful in managing the transition to 
a competitive market, if its planned capital expenditures are funded in a manner inconsistent with its current rating level, or if there 
were to be adverse regulatory rulings on transmission and distribution rate cases such that financial metrics deteriorate, as 
demonstrated, for example, by a sustainable ratio of CFO pre-WC to debt, calculated in accordance with Moody's standard 
analytical adjustments, in the low-to-mid teens level The ratings could also have downward pressure if the financing for the E.ON 
U S. acquisition is executed in a manner that is inconsistent with PPL's current credit profile. 

Rating Factors 

PPL Corporation 

" ~ 1 _ -  

IReguiated Electric and  Gas Util i t ies 
Ir 

-- '::tor I: Regulatory Framework (25%) 
*--. ..- . --I 

2: Abi l i ty to Recover Costs and  Earn Returns 
(25%) -- 

Position (5%) 

Factor 4: Financial Strength, Liquidity & Financial 
Metrics (40%) 

a) Liquidity (1 0%) 
b) CFO pre-WC .t Interest I lneterest (7 5%) 
c) CFO pre-WC I Debt (7 5%) 
d) CFO pre-WC - Dividends I Debt (7 5%) 

Debt I Capitalization or Debt I RAV (7 5%) -~~ - ~ - -  

a) Methodology Implied Senior Unsecured Rating 

-I 

Senior Unsecured Rating -- 

Aaa - €3 

h/rlOODY'S 
f NVE STO RS S E RV I CE 

0 Copyright 2010, Moody's Investors Service. Inc and/or its licensors including Moody's Assurance Company. Inc (together, "MOODY'S") All rights 
reserved 

EDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF 
TITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT 

.&ET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF 
DEFALJLT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BlJT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, 
OR PRICE VOLATILITY. CREDIT RATINGS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT 



Page 5 of 5 
CONSTITUTE INVESTMENT OR FINANCIAL. ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO PIJRCHASE, SELL, OR HOLD 
PARTICCJLAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. 
MIS ISSUES ITS CREDIT RATINGS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY AND 

VALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE. 

lNFORMAI7C~PI CCjNTAINED I-IEREIN IS PKOIEClED BY L A W  INCLUC)ING BUT NOT LIivlTED TO COPYRIGHT LkbV A.ND NONE OF SUCI-I 
I :+I FOI? i?nA'l I Cl  N M A Y  (X'IEC) OR OTHERW/!SE REPRODUCED REPA0I:AGED FURTHER TRANSMITTED TRANSFEFtRED DISSEWllNATED 

!I4ANI\IEF! OR BY /!.f.l'i MFANS 'JVHA.'ISOEVER BY ANY PERSON WITHOUT MOODY'S PRIOR \NRITTEN CONSENT All information contained heretri is 
oblairied by MOOOY 5 from scurces believed 1 i t  to be ac,ctirate and re!iable Because of !lie possibirlty of human  or mechai-iic;al error as well as other 
iactiiis iiilwzver all ~nforri~i;l!isn contatnzd f ~ e  I? is provided "AS IS' wlihout warranty of any kind liridei !io ciIc(tmistaiiC:es shall IvlOOCtY'S have any  liability 
t i l  a n p  person or e i i t i i y  f w  i a )  ari ss L;r damage i n  L'itiole or iii part caiir.i:d by rci-sititing iron? oi relati:q io any error iriegligent or o i h e i ~ s e j  or otlier 
zircuinslaiicd ,:!I' coi:tinger?cy w.1 oi oiiriide ihe c ; w t w  of MOOLIY'S o i  ai i )  of 11s (1iiectws ofl icerj t?ni;iloy;.er t i r  aq 
piocurernent coiiecrion compilation ai1aly:iis !rirerpretatiori corn!rii;niLa!to!i pi ibkai ion o: deiivsrp ol an, ssch iriform 
special conseqoen:ial comperisairjry o: inci:ienial dani.gijes whatsoever [hchding wilh iu!  lirnitaliori 1051 profits) evaii ii MOODY'S is advised in advance a! 
the pGs!jlbl!it)i of s r i C h  darnr;ges f e w l r i i i ~ ~  iroin the use of 01 inability !o use ally such infornlalion The ratirigs h i i i c i a l  reportif!$) anaiysis projec!ioiis and 
orher obsctrvations i f  any cnrisiikiting part oi tile in ior i i ia lm contained hsrein are ar id wisl be construed sol~?ly as slaleiiieints of opintoii and riot 
slateixerits 6f fact or iecomnendatioi'1s Io purch sell or hold any securities Each user of the :tniorma;iol-r con:ained herein must m i t e  its o w n  study a n d  
evalriatiori o i  eai-ir semri iy i t  inay considei purchasirig lioldrng 01 selling NO WARRANTY EXPRESS Of? IMPLIED AS Ti') T$iE ACCURAC'f 
ilMELlNESS CC)I\IlPI.ET'ENESS ~~ERC~IANTABIL.1 -N OR FITNESS FOR ANY PARTICULN? PERPOSE OF AN'f SUCH RATING OR OTHER OFINION 

(.JR INFOFili4ATIOI.I IS GIVEN OR R/L$,,DE 8'1' MCICIDY'S IN ANY FORM OR llilANNER WIdATSOE\/Efl 

i i ~ r  D i s ' r w u r  r: 12 OK U1.D OR STOREL) fcJf? SliBSEO(1ENT USE F O R  AN'f S I K H  PIJKPOSE, IN WHOL.E OR IN PAfiT IN A W  FORM C)R 

tri L:,ritiectton with the 
n ai- ;b j  any  clirecr itidiiect 

MIS a bvholly-ownecl credit rating 
~.g r pora te (inti n:it r?ici;>al bonds d 
IO pay io MIS foi appraisal arid racing sorv(cE's re!?der.ed by I! fees ranging from $1 500 to approximately $2 500 000 MCO arid MIS also maintain policies 
dnd pfocedi.ires to address [tie independeiice of r\ols's iatir;gs arid iatiiig proi:i.sses Information regarding certain affiliations t h a t  may exist between 
directors of lvlCO an6 rated eiitilies and be!ween entities who hold ra!irigs from MIS arid have also puhlisly reported to the SEC an owriersliip interest in 
bAC0 of more than 5% is posted annually at ~ : m - o . o d y ~ L c - ~ m  under the heading "Shareholder Relatims - Corporate Goilernance - Director and 
Shareholder Affilia!ioo Policy ' 

Corporaiioi? ( 'IvlCO"; liereby discloses that inost issiiers of debt  seciurities [,including 
I paper) and prefeired stock raiecr by MIS have piior to asstgniiient of any ratirig agreed 

A n y  publication into Ausiialia of this Document is by MOODY'S affiliaie MOODY'S Investors Service Pty 1-imited AEK 61 002 399 657 which holds 
P.:istral:an Financial Services Liceiise no 336969 This documenl is intended to be provided only !o who!esale clierrls (will-iin the ineatling of section 761G of 
the Corporations Art ZOCjl )  By continuir'g to access this Dociiinen! from within Australia you iepreseiit to MOODY'S arid its affiliates that you are or are 
>c;ci?isir:g [lie 13rscimien! as a represetliative of a wholesale client arid that neither yoii nor the enlily you represent will directly or indirectly clissemtnate inis 

riioril or I!S c:wl5nts lo ietaii clients (wttl i tr i the meaiitng ofseciian 76 l G  ol  the Corparattons Act ZOCil !  
i- 

ti tlp : //v3 . t 1100 ti y s I c oiii/v i ewre se arc hdoc , aspx ?doc i d=CO P 6 0003 8 4 1 4 5/10/20 10 



Page 1 o f 5  
1 ,  

MOODY'S 
INVESTORS SERVICE 

redit Opinion: PPL Electric Utilities Corporation 

al Crecfrt Research ~ 29 kpr EOIO 

Pennsylvania, United States 

Ratings 

Category 
Outlook 
Issuer Rating 
First Mortgage Bonds 
Senior Secured 
Sr Unsec Bank Credit Facility 
Preference Stock 
Commercial Paper 
Parent: PPL Corporation 
Outlook 
Issuer Rating 

Contacts 

Analyst 
Laura SchumacherINew York 
William L HessINew York 

,dy Indicators 
*"%> 

Moody's Rating 
Stable 
Baa2 

A3 
A3 

Baa2 
Ba 1 
P -2 

Stable 
Baa3 

Phone 
212.553 3853 
212 553 3837 

[ I 1  
PPL Electric lltilities Corporation 
ACTUALS 
(CFO Pre-WIC + Interest) I Interest Expense [2] 
(CFO Pre-WIC) I Debt [2] 
(CFO Pre-WIC .' Dividends) I Debt [2] 
Debt / Book Capitalization 

2009 2008 2007 2006 
4.9x 5.5x 5.5x 4.5x 

29.4% 27.8% 34.6% 25.5% 
14.5% 23.0% 27.6% 20.5% 
42.9% 49.6% 45.3% 49.6% 

[ I ]  All ratios are calculated using Moody's Standard Adjustments [2] CFO pre-W/C is equal to net cash flow 
from operations less net changes in working capital items 

Note For definitions of Moody's most common ratio femis please see the accompanying (/set's Guide 

Opinion 

Rating Drivers 

Relatively stable cash flow generated by regulated operations 

egulatary environment that appears to be undergoing an orderly transition 

Significant planned capital expenditures 
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orporate Profile 

L Electric Utilities Corporation (PPL EU Baa2 senior unsecured, Prime-2 short term, stable) is a regulated utility subsidiary of 
L Corporation (PPL Baa3 Issuer Rating, stable), that transmits and distributes electricity to approximately 1 4 million customers 

in eastern and central Pennsylvania PPL EU provides electricity to retail customers as a Provider of Last Resort (POLR) under 
Pennsylvania's Customer Choice Act 

The Pennsylvania power market is in transition Through the end of 2009, all of PPL ElJ's power was supplied under a fixed price 
power purchase agreement with its affiliate PPL Energy Supply, LLC (PPL Supply. Baa2 senior unsecured, stable) Beginning in 
201 0, however, PPL EU's retail rates for generation are set based on market rates for power, which resulted in significantly higher 
rates for end users (an approximate 30% increase in 2010) Also beginning in 2010, PPL EU is no longer collecting competition 
transition revenue, which has resulted in lower cash flow for the utility 

SUMMARY RATING RATIONALE 

PPL. EU's Baa2 rating is driven by the relatively stable and predictable nature of its regulated transmission and distribution utility 
cash flows, the reasonably supportive regulatory treatment the company has received from the Pennsylvania Public Utilities 
Commission (PPLJC), and cash flow credit metrics that are expected to remain appropriate for the rating category The rating also 
considers the moderate business risk profile of the consolidated PPL corporate family, whose other operations include non- 
regulated electricity generation and marketing in Pennsylvania as well as other parts of the United States 

D ETA I LE D RAT1 N G C 0 N S ID E RAT IO N S 

Regulatory environment is generally supportive - however still in transition 

Moody's generally categorizes the Pennsylvania regulatory framework as being about average for U S utilities in terms of 
supportiveness of credit quality and ability to recover costs and earn returns PPL EU has historically received reasonable and 

,.,.,hition to market rates, to date, the process appears to be working relatively smoothly 
-ely decisions in its transmission and distribution rate cases, and although the Pennsylvania market remains in the midst of a full 

Given the magnitude of the rate increase that recently occurred for customers in PPL EU's service territory, (approximately 30%) 
we remain somewhat cautious about the potential for political intervention, though we recognize this risk has subsided significantly 
with the passage of time and the reduction in market price for power. In addition, the expiration of generation rate caps applicable 
to three other large regulated Pennsylvania utilities will not occur until 201 1 and some legislative proposals related to rate caps 
and rate increase mitigation are still lingering More recently, several lawmakers in Pennsylvania objected to PPL ELJ's March 
2010 distribution rate increase request and asked the PPUC to reject the case, citing that the increase will put a strain on 
ratepayers 

Pennsylvania has been transitioning to a deregulated market for generation since 1998 During this time, PPL EU retained PQLR 
responsibilities in its service territory, and operated under rate caps for generation. 'Through 2009, PPL EU met its POLR 
obligation via a PPUC approved fixed price power supply agreement with its affiliate PPL Supply. As of January 1, 2010, the rate 
cap ended, the POLR agreement was terminated, and the company has now transitioned fully into retail market competition 

Over the past few years, there has been a significant amount of regulatory and legislative concern over the potential for rate shock 
when the generation caps expire In PPL. EU's territory rates were at one time expected to increase approximately 40%. However, 
there has also been observable support for the process In November 2008, legislation was passed establishing guidelines for all 
delivery utilities to follow when acquiring power supplies beyond 201 0 which includes a prescribed mixture of long-term, short-term 
and spot purchases PPL EU's procurement process is consistent with these guidelines and the company has generally been 
successful in managing the market transition and attempting to limit rate shock exposure 

Beginning in 2008, PPL EU conducted a series of electricity purchases through a competitive bidding process The power 
purchase plan, approved by the PPUC, included a staggered bidding process involving a number of power blocks awarded by 
PPL EU to suppliers For its 2010 power requirement, PPL EU completed SIX planned auctions, securing 100% of the expected 

ds The company has also completed four solicitations for the January 201 1 through May 201 3 period The price of power 
ured in the last auction, campleted in April, is about 16% lower than the prices obtained for 2010 

in an effort mitigate the customer impact of the anticipated 2010 rate increase, PPL EU took proactive steps and implemented two 
programs in 2008 and 2009 The advance-payment program, approved by PPUC in August 2008, allowed customers to make 
prepayments toward their 2010 and 201 1 electric bills to enable them to pay a portion of the anticipated increase over 39 months, 
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beginning October 1, 2008 Approximately 10% of the customers took advantage of this plan PPL EU has also implemented a 
second "opt-in" program, whereby customers could elect to defer any 201 0 rate increase in excess of 25% over one to two years 
4t December 31, 2009, PPL EIJ had recorded a liability of $36 million for these programs Given the decline in wholesale power 
,rices (around 16% lower in PPL EU's latest solicitation versus initial 2010 procurements), the risk of additional cash deferrals is 

significantly lower 

additional mitigant to rate shock is the fact that more than 41 1,000 PPL ElJ customers have selected an alternate competitive 
electric supplier, which represents approximately 30% of PPL EU's customer base and about 48% in the total retail load in its 
service territory Generation rates for these consumers rates are significantly (generally around 10%) lower than they would have 
been with PPL EU as their provider Customer "shopping", however, should have limited impact on the operating results of PPL 
EU, as cost of power for generation is ultimately passed through to customers without margin 

PPL EU has generally received what appears to be reasonable treatment in its transmission and distribution rate proceedings. 
Pennsylvania distribution cases have been rendered in less than one year with authorized increases in excess of two thirds of the 
requested amounts. In March 2010, PPL EU filed a delivery rate case, requesting a $1 14 7 million revenue increase, based on 
11 "75% ROE and 48.37% equity ratio, to address distribution infrastructure upgrade investments it made since its last rate case in 
2007. Although the requested increase represents a 13.4% increase in distribution rates, PPL EU estimates that, after 
consideration of the lower prices of power procured for 201 1 versus 2010, its customers' all-in rates shock increases by only 
approximate 2 4%. The company anticipates a PPUC decision by the end of 2010, with new rates effective January 201 1 

Transmission rates are determined by the Federal Energy Regulatory Commission (FERC) In October 2008, FERC granted PPL 
EU's request to establish its transmission rates via a forward-looking formula with annual true-ups, which FERC has encouraged 
as a means to promote investment in transmission FERC has also awarded incentive rate treatment for PPL EU's participation in 
a large PJM approved transmission project The PPUC allows PPL EU rider recovery of any FERC approved transmission 
charges within its Pennsylvania retail rates 

Within the framework of Moody's August 2009 Rating Methodology for Regulated Electric and Gas Utilities (the Methodology), for 
Factor 1 Regulatory Framework, and for Factor 2 Ability to Recover Costs and Earn Returns, PPL E l i  maps to a rating factor in 
the Baa range 

^@,pita1 expenditure plans remain significant 

&the three year period of 2010 to 2012, PPL EU plans to spend about $2 billion in capital expenditures, a significantly larger 
amount than the approximate $860 million incurred in 2007-2009 time frame The increased capital budget relates to plans to 
replace PPL EU's aging transmission and distribution assets, and to fund its PJM-approved transmission project involving the joint 
construction of a 150-mile, 500-KV line between its Susquehanna substation in eastern Pennsylvania and the Roseland 
substation in northern New Jersey PPL EU's share of this transmission investment is estimated at approximately $510 million 

'i 

Credit metrics appropriate for current rating 

PPL EU's 2009 credit metrics remained strong, as it continued to receive competition transition charge (CTC) revenues while 
meeting its entire POLR obligation via a fixed power purchase agreements During this time capital expenditures also remained 
relatively modest For the past three years, PPL E l k  ratio of cash from operation before changes in working capital (CFO Pre- 
WC) to debt, as calculated in accordance with Moody's standard adjustments, averaged 30% 

Going forward, as retail market rates for generation are established as a direct pass through of power costs with no additional 
margin for the utility, and as CTC revenues are eliminated, cash flow from operations will be materially reduced At the same time. 
capital spending is expected to increase significantly leading to an increase in debt burden as negative free cash flows are 
partially debt financed As a result, we anticipate that PPL EU's ratio of CFO Pre-WC to debt will move into the low-to-mid teens, 
and remain there on a sustainable basis, and we expect that its ratio of CFO Pre-WC plus interest to interest will remain about 
three times 

Liquidity Profile 

PPL EIJ has reasonable liquidity supported by relatively stable and predictable cash flows (albeit somewhat less robust and 
predictable due to transition to market competition), which are also Supported by its own credit facilities 

009, PPL EU's cash flow from operations of approximately $294 million covered approximately 51% of its total cash outlays 
luding $298 million of capital expenditures and $274 million of dividends to the parent The shortfall was funded primarily via a 

portion of $400 million equity infusion from its parent In the 2010 - 2012 timeframe, when the company is projected to fund 
approximately $2 billion of capital investments, Moody's expects PPL ElJ's cash shortfalls to be funded via a combination of 
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internal and external sources of cash, including equity contributions from PPL 
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'PL EU's liquidity is supported by a $190 million 5-year credit facility that expires in May 2072 The committed capacity under this 
dcility was originally $200 million but was reduced by $10 million in December 2008, as a result of terminating the commitment of 

Brothers Bank, FSB This credit facility is used primarily as back-stop to PPL EU's $200 million commercial paper 
and to issue letters of credit As of December 3 1, 2009, the company had no cash borrowings under the facility, no 

commercial paper outstanding, and $6 million of letters of credit outstanding PPL EU's credit facility contains one financial 
covenant, a limitation on the ratio of debt to capitalization of 70% As of December 31, 2009, the debt to capitalization ratio as 
defined in the agreement was approximately 44% The facility does not contain a material adverse change clause 

PPL EU also participates in a $150 million asset-backed commercial paper program through the sale of accounts receivable and 
unbilled revenue to a wholly owned special purpose vehicle A s  of December 31, 2009, there was no borrowing under this 
agreement This facility expires in July 2010 The company intends to renew it to maintain its current total committed capacity 
level 

PPL EU's Prime-2 rating for its short term obligations recognizes the utility's financial profile and cash flow stability, and assumes 
that the amount of commercial paper and other near term obligations outstanding will be managed within the limits of the 
company's readily available sources of cash, including its committed bank credit facilities. 

PPL EIJ's closest long-term debt maturity is $400 million of senior secured notes due November 2013 

Within the framework of the Methodology, on Factor 4 Liquidity, PPL EU maps to a rating factor in the Baa range 

Rating Outlook 

The stable outlook reflects our expectation that beyond 2009, PPL EU's frnancial metrrcs will generally remain within the ranges 
appropriate for by electric T&D utilities rated Baa The outlook also assumes that PPL EU will flnance its significant capital 
expenditure program in a manner that is consistent with maintaining its current credit profile and that it will continue to successfully 
manage its regulatory relationships 

,,,' 3at Could Change the Rating - Up 

It is unlikely the rating would be revised upward over the near-to-medium term The rating could move upward if PPL EU finances 
its planned capital expenditures in a manner that improves its financial profile , if for example, PPL EU's ratio of CFO pre-WC to 
debt, calculated in accordance with Moody's standard analytical adjustments, were to remain in an approximate range of 18-20% 
on a sustainable basis 

What Could Change the Rating - Down 

The rating could be adjusted downward if PPL ElJ is unsuccessful in managing the transition to competitive markets in a manner 
that allows the timely recovery of its costs for purchased power, or if there were to be adverse regulatory rulings or unfavorable 
legislative ramifications such that we would anticipate a sustained deterioration in financial performance The rating could be 
adjusted downward if there were to be a further material deterioration in financial metrics, if for example, its ratio of CFO Pre-WC 
to debt, calculated in accordance with Moody's standard analytical adjustments, were to move below the low-teens for an 
extended period The rating could be adjusted downward if there is a meaningful increase in the consolidated business risk profile 
of PPL 

Rating Factors 

PPL Electric Utilities Corporation 
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a) Market Position (5%) 
b) Generation and Fuel Diversity (5%) 
:actor 4: Financial Strength, Liquidity & Financial 

----- -_-- 

FO pre-WC + Interest / lneterest (7 5%) 
c) CFO pre-WC / Debt (7 5%) 
d) CFO pre-WC - Dividends / Debt (7 5%) 
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Announcement: Moody's affirms PPL rat ings 

Global Credit Research I 27 Oct 2010 

Approximately $1.7 billion of securities affected 

New York, October 27, 2010 -- Mwdy's Investors Service affirmed the ratings of PPLCorporatlon (PPL: Baa3 Issuer Rating) and its subsidiary, 
PPLCapital Funding (PPL Funding: Baa3 senior unsecured (debt guaranteed by PPI.)) The outlook for PPLand PPL Funding is stable. 

The rating affirmations follow PPL's receipt of Federal Energy Regulatory Commission (FERC) approval of its pending acquisition of E.ON U S 
LLC (Baa2 Issuer Rating) and its subsidiaries, Kentucky Utilities (KU: Baal Issuer Rating) and Louisville Electric & Gas (LGE: Baal Issuer 
Rating) PPL also received approval from the Kentucky Public Service Commission, the Stale Corporation Commission of Virginia and Ihe 
Tennessee Regulatoryhthority With the receipt of this last regulatory approval from the FERC. we believe there is a very high probability the 
transaction will close imminently 

The affirmation of PPL's Baa3 issuer Rating considers the additional regulatory scale, diversity and cash flow stability that will result from its 
acquisillon of E ON US (to be renamed LGBE and KU Energy LLC (LKE)) Going forward, we anticipate that over 50% of PPL's assets and cash 
flows will be associated with regulated operations, with about half of those coming from the LKE subsidiaries The rating considers the 
challenges the company continues to face as i t  manages the transition to a fully competitive market In its Pennsylvania service territory while its 
wholesale generation business continues to operate within weakened commodities markets; however, the rating recognizes the overall risk 
reduction and stability that comes as a result of its increased regulatory exposure The Baa3 rating reflects the supportive regulatory 
relationships that exist at the LKE entities, and assumes these relationships will be maintained under PPLownership 

PPL's Baa3 Issuer Rating is driven by consolidated credit metrics that are expected to remain within the Baa ranges identified in Moody's klgusl 
2009 Ratlng Methodology for Regulated Electric and Gas Utilities, for example, the consolidated ratio of cash flow excluding changes in working 
capital (CFO pre-WC) to debt, calculated in accordance with M30dy's standard analytical adjustments, is expected to remain in the mid-teens 
The ratings for the debt instruments of PPL Funding are based on the guarantees provided by PPL The Baa3 Issuer/senior unsecured ratings 
for PPLand PPL Funding also consider their structurally subordinate position relative to the Baa2 or better senior unsecured debt rating 
assigned to several of PPL's primary operating subsidiaries 

The rating affirmations consider PPL's balanced plan for financing the approximately $6.8 blllion necessary to complete Ihe acquisition of LKE In 
June 2010. PPLcompleted the sale of 103 5 million shares of common stock and issued approximately $1 15 billion of hybrid -- equity linked - 
securities, generating total proceeds of approximately $3.5 billion in permanent capital Also in June PPLobtained a $6.5 billion bridge loan that 
could be drawn, if necessary, to complete the transaction We understand PPL now intends to draw temporarily on PPL Energy Supply's new $4 
billion revolving credit facility to obtain approximately $3 billion of additional external financing to close the transaction It is our understanding that 
shortlyafter the purchase is complete, PPLwill issue a similar amount of permanent debt financing at a Combination of KU, LGE and LKE, 
proceeds of which will be used to repay the PPL Energy Supply credit facility 

The rating outlook for PPL and PPL Funding is stable, an indication that ratings are not likely lo be revised in the near term. Longer term, ratings 
could be revised upward if  there were to be a sustained improvement in financial metrics; as demonstrated. for example, by a consolidated ratio 
of CFO pre-WC to debt, calculated in accordance wilh Moody's standard analytical adjustments. in the range of 20%. 

The ratings of PPL or PPL Funding could be adjusted downward if there is a meaningful increase in business risk, if there is a significant 
prolonged deterioration of plant availability, i f  the company Is unsuccessful in managing the full transition to a competitive market, i f  its planned 
capital expenditures are funded in a manner inconslstent with maintaining credit metrics that are appropriate for its current rating levels in light of 
current market conditions, or if there were to be adverse regulatory rulings such that financial metrics deteriorate; as demonstrated, for example, 
by a PPL consolidated ratio of CFO pre-WC to debt, calculated in accordance wilh Moody's standard analytical adjustments, in the low teens In 
the event PPL Is unable to obtain the remaining permanent financing for the transaction, there could be downward pressure on the ratings 

The principal methodology used in rating PPL and PPL Funding was Regulated Electric and Gas Utilities rating methodology published in August 
2009 Other methodologies and factors that may have been considered in the process of rating this issuer can also be found on Moody's 
website 

Please see ratings tab on the issuer/entity page on Mwdys coni for the last rating action and the rating history 

PPL is a diversified energy holding company headquartered in Allentown. Pennsylvania PPL's Pennsylvania regulated transmission and 
distribution operations are conducted through its subsidiary, PPL Electric Utilities; PPL Energy Supply is a holding cornpany engaged primarily in 
non-regulated generation and marketing of power in the U S and the regulated delivery of electricity in the U K ; PPL funding is a financing 
subsidiary of PPL - its debt is guaranteed by PPL 
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0 2010 Moody's Investors Service, Inc and/or its licensors and affiliates (collectiiely. "MOODYS") All rights reserved 

CREDIT W I N G S  ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE 

SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK T H N A N  ENTITY M W  NOT MEET ITS 
CONTRPCTUPL, FINANCIAL OBLIGNIONSAS THEY COME DUE AND ANY ESTIMNED flNANClAL LOSS 
IN THE EVENT OF DEFWLT. CREDIT W I N G S  DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT 
NOT UMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOWTIUTY. CREDIT RATINGS ARE 
NOT STNEMENTS OF CURRENT OR HISTORICAL FPCT CREDIT W I N G S  DO NOT CONSTITUTE 
INVESTMENT OR FINPNCIALADWCE. AND CREDIT RATINGS ARE NOT RECOMMENDNIONS TO 
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT W I N G S  DO NOT COMMENT ON THE 
SUITABILITY OF AN I M S T M E N T  FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT W I N G S  
WTH THE EXPECTAfION AND UNDERSTPNDING THAT EPEH INVESTOR WLL MAKE ITS O W  STUDY 
AND RlALUAJlON OF E X H  SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR 
SALE. 

RELAJIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, 
COPYRIGHT LAW, AND NONE OF SUCH INFORMTION M Y  BE COPIED OR OTHERWISE REPRODWED, 
REPACKAGED. FURTHER TRANSMiTTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, 
OR STORED FOR SUBSEQUENT USE FOR ANY StJCH PURPOSE, IN WHOLE OR IN PART, INANY FORMOR 
M N E R  OR BYANYMEANS WHKTSOEVER, BYANY PERSON WITHOUT MOODY3 PRIOR WRITTEN 
CONSENT All information contained herein is obtained by MOODYS from sources believed by it to be accurate and 
reliable Because of the possibility of human or mechanical error as well as other factors, however, all information 
contained herein is provided "AS IS" without warrantyof any kind MOODYS adopts all necessary measures so that 
the information it uses in assigning a credit rating is of sufficient quality and from sources Moody's considers to be 
reliable, including, when appropriate, Independent third-party sources. However, MOODYS is not an auditor and 
cannot in every instance independently veriQ or validate information received in the rating process. Under no 
circumstances shall MOODYS have any liability to any person or entity for (a) any loss or damage in whole or in part 
caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within 
or outside the control of MOODYS or any of its directors, officers, employees or agents in connection with the 
procurement, collection, compilation, analysis. interpretation, communication, publication or delivery of any such 
information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever 
(including without limitation, lost profits), even if MOODYS is advised in advance of the possibility of such damages, 
resulting from the use of or inability to use, any such information. The ratings, financial reporting analysis, projections, 
and other observations, if any, constituting part of the information contained herein are, and must be construed solely 
as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities 
Each user of the information contained herein must make its own study and evaluation of each security it may 
consider purchasing, holding or selling NO W A R R W ,  EXPRESS OR IWLIED, AS TO THE ACCLJRACY, 
TIMELINESS, COMPLETENESS, MERCWWTABILrrY OR FKNESS FOR ANY PARTICtJlAR PURPOSE OF ANY 
StJCH RATING OR OTHER OPINION OR INFORMTION IS GNEN OR MADE BY MOODYS IN ANY FORM OR 
M N E R  WHATSOEVER 

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ( "KO" ) ,  hereby discloses that most 
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and 
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating 
services rendered by it fees ranging from $1,500 to approximately S2.500,OOO K O  and MIS also maintain policies 
and procedures to address the independence of MIS's ratings and raling processes Information regarding certain 
affiliations that may exist between directors of K O  and raled entities, and between entities who hold ratings from MIS 
and have also publicly reported to the SEC an ownership interest in K O  of more than 5%, is posted annually at 
www.moodvs.com under the heading "Shareholder Relations - Corporate Governance - Director and Shareholder 
Affiliation Policy " 

Any publication into Australia of lhis document is by MOODYS affiliate, hbody's Investors Service Pty Limlted ABN 61 
003 399 657, which holds Australian Financial Services License no 336969 This document is intended to be provtded 
only to"who1esale clients" within the meaning of section 761G of the Corporations Act 2001 By continuing to access 

http://www.moodvs.com


this document from within Australia. you represent to MOODYS that you are, or are accessing the document as a 
representative of, a "wholesale client" and that neither you nor the entity you represent will directly or indirectly 
disseminate this document or its contents to "retail clients" within the meaning of section 76 1 G of the Corporations 
Act 2001 

Notwithstanding the foregoing, credit ratings assigned on and afler October 1, 2010 by body 's  Japan K K ("MJKK") 
are MJKK's current opinions of the relative future credit risk of entities. credit commitments. or debt or debt-like 
securities In such a case, "MIS" in the foregoing statements shall be deemed to be replaced with "MJKK" MJKK is a 
wholly-owned credit rating agency subsidiary of body's Group Japan G K , which is wholly owned by Moody's 
Overseas Holdings Inc , a wholly-owned subsidiary of W O  

This credit rating is an opinion as to !he creditworthiness or a debt obligation of the issuer, not on the equity securilies 
of the issuer or any form of security that is available to retail investors It would be dangerous for retail investors to 
make any investment decision based on this credit rating If in doubt you should contact your financial or other 
professional adviser 
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PPL Corporation 
Allentown, Pennsylvania, United States 

Business Profile 

PPL Corporation (PPI.,: Baa3 Issuer Rating, stable) is a diversified energy holding company 
headquartered in Allentown, I’ennsylvania. PPL conduccs its regulated businesses in 
Pennsylvania through it5 utility subsidiary I’PL Electric Utilities Corporation (PPL ELJ: Baa2 
senior unsecured, stable). PPL‘s other primary subsidiaries are PI’L Energy Supply LLC 
(PPL Supply: Baa2 senior unsecured, stable) and L.G&E and KU Energy LLC (LKE: Baa2 
senior unsecured, srable). 

PPL Supply is an intermediate holding company engaged in the generation and marketing of 
power primarily in the northeastern and western power markets of the US., and in the 
regulated delivery of electricity in the U.K. through Western Power Distribution Holdings 
Ltd. (WPD: Baa3 Issuer Rating, stable outlook). 

LKE became a PPL subsidiary November I ,  2010, when PPL acquired E.ON IJ.S. LLC 
(since renamed LKE) and its regulated utility subsidiaries Kentucky IJtilities Company (KU: 
Baal senior unsecured, srable) and Louisville Gas & Electric (LG&E: Baal senior unsecured, 
stable). KU and LG&E operate primarily in Kentucky, while KU has significantly smaller 
operations in Virginia and Tennessee. We sometimes refer to these entities as the Kentucky 
utilities. 
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Rating Drivers 

)) 

)) Generally supportive regrilarory environments 

N 

)) 

H 

)) Significant capital expcnditure plan 

)) Sound liquidity profile 

Increased proportion of regulated businesses 

Volatility and pressure from weak commodities markets 

Financial metria appropriate for the rating 

Reasonable geographic and fiiel diversity 

Rating Rationale 

PPL's operations consist primarily of regulated utility businesses in the U.S and the U.K., and non- 
regulated merchant generation in the United States. In the recent past, PPL's non-regulated 
operations comprised the majority of its cash flow and assets. In 2009, PPL EU's cash from operations 
represented approximately 32% of consolidated total cash flow and 23% of assets, while the U.K. 
operations accounted for approximately 13% of cash flow and 21% of assets. The balance of 55% and 
56%, respectively, was gcnerated by PPL Supply's non-regulated merchant generating business in the 
United States. 

PPL's cash flows, from both regulated and non-regulated operations, have historically been relatively 
stable, reflccting the low-cost nature of the company's gcncrating assets and the Provider of Last Resort 
(POLR) arrangements between its Pennsylvania subsidiaries. Under the POLR contracts, which 
expired in December 2009, prices were set in conjunction with electric rate caps in PPL.'s Pennsylvania 
service region. While the P0L.R agreements helped to stabilize cash flows and effectively reduced 
overall business risk by providing an offset to the inherent potential volatility of PPL's significant non- 
regulated merchant operation, the POLR contacts also rcduccd the amount of cash tlow that would 
otherwise havc come from unregulated operations. For the first nine months of 2010, the first year of 
market rates in Pennsylvania, we estimate that cash tlow from PPL. Supply's merchant generation 
operations represented over 80% of consolidated cash from operations. 

Going forward, we expecr increased volariliiy and pressure from this commodities sensitive business; 
however, this risk is mitigated to some degree by PPL Supply's hedging strategy, and on a consolidated 
basis, by PPL's recent acquisition of regulated operations in  Kentucky. 

As a result of PPL's acquisition of the Kentucky utilities, we anticipate that over 50% of PPL,'s assets 
and cash flows will be associared wirh regulated operations, wirh roughly half ofthat 50% expected to 
come from L.KE subsidiarics which is a strong credit positive. Absent the transaction, the tegtdated 
contributions would have remained significantly below 50%. The tables below demonstrate PPL.'s 
mix of regulated versus unrcgulaced businesses bascd on its expcctcd EBITDA before and aftcr this 
acquisition. 
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ZOlOE Standalone [’! 
Business Mix 

ZO11E Combined 

K egu la ted 
30% 

Cotnpetitive 
4045% 

Regubted 
55.60% 

Compelitwe 
7006 

(1) Based on mid-point of 2010 forecast 

Source. PPL Corporation. April29,ZOlO Presentation - Value/Balance/Crowti Acqobifion o J f O N  U.S. ~ _ _  

Cenei-atly Srspportive P,egu!acery Environments 

As regulated operarions represent a significant proportion of PPL’s overall business mix, the 
companies’ regulatory relationships are a very important factor in determining its credir quality and 
raring. Overall, PPL‘s regulatory relationships continue to generally be supportive of credit quality. 
PPI. EU’s transition to comperition in Pennsylvania has gone relatively smoothly, aided by a 
significant decline in commodities prices, which reduced regulated rate shock and encouraged 
“shopping” by PPL‘s POLR customers. PPL also took proactive steps to mitigate the potential shock 
to its customers, introducing phase-in plans that were approved by its regulator. In its U.K. 
jurisdiction, results of the 2009 regulatory review were generally supportive of WPD’s operations for 
the next several years. Meanwhile, the L.KE subsidiaries have historically benefitted from credit 
supportive relationships with their principal I<entucky regulator which we expect will be maintained 
under the new PPL ownership. 

PPL EU 
Moody’s generally categorizes the Pennsylvania regulatory franiewoik as being about average for U.S. 
utilities in teiins ofsupportiveness of credit quality and ability to recover costs and eain returns. PPL 
EU has historically received reasonable and timely decisions in  its transmission and distribution rate 
cases. In addirion, the transition to market rates within PPL EU’s serviw teriitoiy has gone relatively 
smoothly. 

Given rhe magnitude of tlie rate increase that recently occurred for customers in  PPL E.lJ’s service 
~eiiitory (approximately 3096 For the genelation component), we weie somewhat cautious about the 
potential foi political intervention; however, this iislc has subsided significantly with the passage of 
time and the reduction in tlie 111aIliet price for power. We note, however, that the expiration of 
generation rare caps applicable ro three other large regulated Pennsylvania utilities will not occur until 
2,011 and some state legislarive proposals relared to rare caps and rate increase mirigarion are still 
lingering. 
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in its smite tciritosy. :ind opctdrd undei r m  cap5 for genenuon. Through 2003, PPL 

,ia .z I’atnyl\*a~iis I’ul~lic Ut ilk? Commission (PPUC) approved ftted price power supply 
1. Supply. A 5  of J.iriuary I .  20 1% thc fate cap ended aid  thc POLR agreement was 
nsiriorid fully inti1 rut.iil ni.irltct conipcti~ic~n: lio\vc~cr. PPL EU continues to be the 

ore was 3 signifi~mr .unounr ol‘regulatnr): and l q j s l a i v ~  concern over the potential for rate 
up5 mpircd in I’cnn.+~ni~. In I’P1. t:U’s tcrrirov l a t a  were at  one t h e  expected to 
). Thcm was hoacvcr. also considerable lcgidativc and rcgulatoxy support for the ptocess 
1y being mscd by lower commodities piiccs along wid1 proactive steps taken by PPL to 

Beginning in mrly 2008, PPL EU corlduncd a scria of clccrricity purchases through a competitive bidding process. In 
November 2008, Icgislniion was pawd csmblishing guidelines for all delivery utilities to follow when acquiring power 

nd 2010 which includes a prescribed mixture of long-term, short-term and spot purchases PIX’S power 
vhich VAS approved by the PPUC. incluclcul a staggered bidding p~ocess involving a number of power 
by PPI. EU TO suppliers. For its 2010 power iequirement, PPL EU completed six planned auctions, 

0% o f  die cspcctcd ntcds. I l ~ r  c o n p n y  has also cornpletcd five solicitations for the January 20 1 1 through 
period, securing about 80% oEit.. powct supply fix the first fivc months of 201 1. The price of power 
n thc1.w auction cornplcrrd in July \v.I\ 577.25 per MWh for niidcntial customers, while the average prices 
2010 lmd solicimrioris was $39.46 per MWh for residential customers 

In 3n cfforr mitig;ur thr cunontcr impact of thc anticipatLd 2010 rate increase, PPL. EU took proactive steps and 
iitiplrn~cnrcd nvo p r o p m s  in 2008 and 2003. The advdncc-payment program, approved by PPUC in August 2008, 

en to make prepaymeno to\clrd rltcir 2010 and 201 1 electric bills to enable them to pay a portion of 
incmsc o w  33 months, bcginnirlg Oaobcr 1, 2005. Approzimardy 10% of the customers took 
is plan. PI’L EO I u s  &o implcnicnted a second ”opt-in“ program, whereby customers could elect to 
rare increase in a c c s  of259; ovcr one co nvo years. At December 31,2003, PPL EU had recorded a 

vusw initial 2010 proaaretncnid. the risk of additional cash dcl‘ards is now significantly lower. 
Iiabiky of $36 million for rhrsc programs. Given the drrlinc i n  whoic~de power prices (aound 22% lower in PPL EU’s 

d mit ip i t  to rate slrock is rhe fkr rhar apptosirn~irely 30% of PPL EU‘s customers have selected an 
iciw clccrric supplier, which represents about 48% of the total retail load in its service territory. 
foc r h w  consuniers KICKS an: gcncially around 10% lower than they would have been with PPL ELI as 

thcir provider. Cwromcr ”shopping”, however, should have limited impact on the operating results ofPPL EU, 3s cost 
of po\,r.r fix gcncracion is ultiin:irelp pased through IO custoniers without margin. 
_______-I__ _______I __ 

PPL EU’s transmission and distribution late proceedings have generally been non-contentious. 
Pennsylvania distribution cases have typically been iendered in less than one year with authorized 
increases in excess of two thirds ol’rhe rcquesred amounts. In its rxrrent case, filed Maich 2010, PPL. 
EU requested a $ I  14.7 million revenue inuease! based on 11”75(% ROE and 48.37% equiry ratio. 
Although the requested inuease represenrs a 13 4% increase in disriihution lares, PPI,  EU estimated 
thar, after consideration of the lower prices of power procured for 20 I 1 versus 20 I O ,  irs Cust(iniers’ all- 
in costs would increase by only approsiriiately 2.4%. Under terms of a settlement agteenient icached 
in A L L ~ U S ~  2010, PPL, EU will receive a base rate increase ofS77.5 million (apptoximately two thirds of 
the originally requested amount). The settlement was signed by PPL E.U, the Pennsylvania Office of 
Consunier Advocate (OCA), and the PUC Office ol  Trial Sraff, and an Administrative Law Judge 
(AI J) has recommended rhe setrlemenc Le approved. The company anricipates a PPIJC: decision by 
the end of2010, with new rates effective January 201 1 .  

Transniission rates are determined by the Federal Energy Regulatoiy (hnmiss ion  (FE,RC). In 
October 2008, FERC granted PPL E,t.J’s request to estahlish its transmission rates via a fonvard 
looking formiila wirh annual true-ups, which FEIIC: has encouraged as a means ro promote investment 



in transniission. FERC has also awarded incentive rate treatment for PPL EU’s participation in a large 
PJM approved transmission pioject. The PPUC allows PPL EU ridcr iecovery of any FERC approved 
transmission charges within its Pennsylvania retail rates. 

KU and LC&E 

The inclusion of the I<entucky utilities in  the consolidated PPL family is viewed positively in terms of 
oveiall iegulatory suppoitiveness. Over 90% of LKE’s cash flow is generated by its operations i n  
Kentucky, a regulatory environment Moody’s considers to be ielativcly suppoi tive to long-term credir 
quality with KU and LG&E’s regulatory relationships viewed as above the average for 1J.S. state 
I egulated utilities 

In Kentucky, rate cases are generally required to be settled within one year, construction work in 
progress is generally allowed in rate base, and the Kentucky Public Service Commission (KPSC) has 
approved various tiacking mechanisms that provide for timely cost recovery, and return on investment 
outside of a rate case, which significantly reduces regulatory lag. 

In its July 2010 order the KPSC approved electric and gas rate increases for LG&E and ICLJ which 
totaled approximately 750/0 ofthe amounts requested in January 2010. The appioved ROE ranges 
were 9.75% - 10.75%. As part of the KPSC approval of PPL’s acquisition, the utilities have agreed to 
a base late moratorium through January 2013, and a sharing ofany earnings in excess of 10.75%. The 
agreement has no impact on the utilities’ ability to seek late adjustments through their existing fuel 
and environmental cost adjustment mechanisms. 

Approved tiacking mechanisms in LG&E’s and KU’s electric rates include a Fuel Adjustment Clause 
(FAC), a Environmental Cost Recovery Surcharge (ECR) and a Demand-Side Management Cosr 
Recovery Mechanism (DSM). The FAC is adjusted monthly and allows the company to adjusr rates for 
the difference between the fiiel cost component of base tares and the actual he1 costs. Additional charges 
(or credits) to customers occur if actual fuel costs exceed (or are below) the embedded cost component. 
The KPSC requires public hearings at six-month intervals to examine past fuel adjustments. 

The ECR provides L,G&E and KIJ recovery of costs associated with complying with the Federal Clean Air 
Act and any other environmental requirement which applies to coal combustion wastes and byproducts. 
This is an important factor given that the two Kentucky utilities continue to invest significantly in 
emission control devices. Proceedings are conducted every six- months to evaluate the operation of the 
BCR. Their rates also include a DSM provision which includes a rate mechanism that piovides for 
concurrent recovery of DSM costs and provides an incentive for implementing DSM programs. 

LGSrE’s natural gas iates contain a Gas Supply Clause (GSC) that: ptovides for quarterly rate 
adjustnienis to ieflect the expected cost of gas supply in that quarter. The GSC also includes a 
mechanism whereby any ovei (or under) recovelies of gas supply costs from prior quaiters is refunded 
(or recovered) from ratepayers 

VdPD 

Moody’s scores WPD’s regulatory environment as above average as compai,ed to most IJ.S. state 
regulated utilities because it is well established and very transparent. The electricity distribution sector 
i n  Gieat Britain is regulated by the Office ofGas & Electricity Marlws (Ofgem) under the Electricity 
Act 1989, rhe IJtilities Act 2000 and the Energy Act 2004 and 2008. Ofgem has a track record of 
taking a sophisticated and iterative approach, including shared financial models. The regulatory 
frarnework is based on five-yearly settlenients that define the companies’ ievenue entitlenienr based on 



an assumption of efficient costs (which in turn steins from henchrnarlting against peers as well ;ft, 
independent cost assessment) and a fair return on its capital employed (or RAW which incorpoiates 
the required investments. Under this frarnework, the iegulated electiicity distribution network 
operators (UNOs) are subject to efficiency targets 
that: its DNO subsidiaries Western Power Distribution (South Wales) (WPD South Wales) and 
Western Power Distribution South West (WI’D Sourh West) remain well positioned, in terms of 
relative efficicncy and capital strwture, to accommodate the outcome of future price reviews. 

Thus, a key challenge foi management is to ensure 

T h e  Final Proposals announced by Ofgem in December 2009 set the price limits for the DNOs in 
Great Biirain for the five year regulatory period from 1 April 2010 to 31 Maicli 2015 (‘DPCRS’). 
Over that period, WPD South Wales and W D  Souch West will be allowed to raise prices (afrer 
revenue profiling) by G.2% and 7.5% per annum above inflation, respectively, mainly to fund 
substanrial increases in network investments. Total expenditure allowed by the regulator was only 
about 1% lower than the DNOs’ combined request. This compares favorably with the total allowance 
for the whole industry, which was 8.4% lower than requested, and reflects the strong level of cost 
efficiency at  WPD South Wales and WPD South West. 

While the headline return allowcd by Ofgem of 4.0% (post-tax) is materially lower than in the 
previous regulatory period (‘DPCR47, Moody’s notes that the DNOs have been allowed some 
additional income for, among other things, DPCR5 cost forecasting under the Information Qyality 
Incentive (IQI) mechanism and historical quality of service (CI & CML.). For the WPD Group, such 
additional revenues could amount close to E80 million (in 2007/08 prices) in aggregate over the price 
control period. T h e  Final Proposals also provide a number of incentives that could significantly 
improve returns for the best performing companies in the form of additional revenues and the 
retention of certain cost efficiency savings. 

In addition, revenue risk has been somewhat ieduced as the volume revenue driver that existed in &e 
pievious regulatory period (where revenue allowance was partly linked to the volume of electricity 
distributed) has been removed for DPCR5. DN0s  continue to have very limited exposure to power 
prices and continue to benefit from a correction factor aimed at offsetting the potential mismatch 
between allowed and collected revenues. 

With the recent Kentricky utilities acquisition I’PL‘s merchant generation business still comprises a 
significant percentage of its consolidated operations. Although PPL’s consolidated cash flows should be 
more stable and predictable as a iesult of the acquisition, PPL Suppiy iemains susceptible to volatility 
and prrssure as a result of its exposure to commodity pricc cy&. 

Through 2009, PPL. Supply was selling the rnajoricy of its output under fixed price contracts with its 
affiliate, PPL EU. As a result of this arrangement, T’PL. Supply’s cash flows were relatively predictable, 
but not as robust as would be expected foi a B a d  rated independent unregulared wholesale generating 
company. 

2010 marks the first year that PPI. Supply has been able to sell the majority of its generation supply at 
marlcet rates, and although inarlcet prices have declined from the highs experienced in 2008, the 
company’s rhrcc year rolling hcdgc strategy resulted in year to date cash flow that is 1nuc.h more r o b u s  
rhan prior years. As marlter prices have declined, so have the values for which PPI.  Supply IYLS been 



able to Iiedge its future production. As a result, cash flow in  201 1 arid 2012 is expected to be 
significantly lower than what is anticipated for calendar year 2010. 

PPL has indicated its strong intent to maintain credit merric-s appropriatc for its ratings. To die extent 
PPL Supply's cash flow reriiains under pressui-e, it may require management to alter capital 
expenditure and financing plans for this subsidiary, in order to maintain rhe cw1'ent Baa2 senior 
unsecured rating. 

The table b d o ~  summarizes PPL supply's hedged position as of Ocrober 2010'. ~ t l i o n g h ,  PPL.'s 
expected hedge prices have declined, the V ~ ~ L I K S  still remain somewhat greater than marlter prices. For 
example, at the time the dara below was presented, PPL. Supply saw PJM around the clock average 
prices a t  $41 in 201 1 and $43 in 2012, versus an expected average piice in the east of $63 in 201 1 and 
$64 in  2012. If market prices remain at these levels, pressure on PI'L Supply's cash flows will continue. 
For 2012, which is less hedged, PPL Supply is more susceptible ro additional niargin deterioration. 
Cash flow in these years may be more similar to what was experienced in 2008 and 2009. 

TABLE 1 

PPL Supply Segment Asset Hedge Positions 
2010 2011 2012 

Baseload 
Expected Generation (Million MWhs) 50 3 51 4 54 7 

East 41 7 43 1 46 2 

West 8 6  8.3 8 5  

Current Hedges (%) 100% 97% 68% 

East 100% 98% 63% 
-"I 

West 100% 94% 94% 

Average Hedged Price (Energy Only) (S/MWh) s 59 S 56 S 58 

East $ 60 S 56 s 59 

West s 50 s 54 s 54 

Expected Average Price (Fully Loaded) (S/MWh) S 68 S 61 $ 62 

East ** $ 71 $ 63 S 64 

West $ 50 5 54 $ 54 
_I_- 

% Hedged through Swaps/Options Energy Transactions 97% 96% 67% 

% Hedged through Load-following Transactions 3% 1 Yo 1% 

Intermediate / Peaking 
Expected Generation (Million MWhs) 6 7  5 3  5 3  

Current Hedges ("A) 87% 1% 0% - 
As of October 2 f f , Z f f  I f f  

' Represents expected sales based on current business plan assumptions 
*' Represents energy, capacity, congestion, and other revenues 
Suurce PPL Curporalivii 2070 3rd Quarter Eariiriigs Slide (Ociober 28, 2070) 

' PI'L's longer dated hedges are primarily options based. -1 liis strategy is intended LO reduce niargiri requirements, protect downside tislc and preserves 
some upside; however, it also creates some variability in the hedged values Thc hedged prices prescnred represent probabilistic ourcomes based on 
individual hedge parameters and PPL's victv of thc likcly movemcnt of fonvard market prices Although PPI. gencrally cstablishcs a floor at prevailing 
marker levels. depending on factois such as rime to exercise and niarkrt volatility, hedges may be espectcd to settle at valrtes that are different than the 
floor or ceiling prices at tlic rime the hedge was pur in place 
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PPL consolidared credit rnerrics ale expected to remain within the Baa ranges identified in Moody’s 
August 2009 Rating Methodology for Regulated Electric and Gas Utilities. PPL.’s consolidated ratio 
of cash flow excluding changes in working capital (CFO pre-WC) to debt, calculated in accordance 
with Moody’s standard analytical adjustments, and including the Kentucky utilities, is expected to 
remain in the mid-teens, while its interest coverage ratio is expected to stay above the 4 times level. At 
PPI., EU, credit metria are expected to decline significantly from their ciment robust levels, with CFO 
pre-WC ro debt moving into rhe low-to-mid teens. The credit nierrics of PPL Si~pply are calculated 
on a consolidared basis, incorporaring its ownership of WPL3~ Although WI’L) provides a soiirce of 
stable regulated cash flows, it is also more highly lcvetaged than would be appropriate for a similarly 
rated merchant gcneration company. I n  2009, WPD contributed approximately 30% of PPL Supply’s 
CFO pre.-WC and represented approximately 35% of its long-term debt outstanding as of December 
31s. For the nvelve months ended September 30, 2010,we estimate the ratio of PPL Supply’s CFO 
pre-WC/debt excluding WPD to be approximately 27%. 

TABLE 2 

CFO Pre-WC Interest Coverage 
2007 2008 2009 17 M 3/30/20i0 

PPL Corporation 4 ox  3 7x 4 4x 4 2x 

.- PPL Electric Utilities Corp 5 5x 5 5x 4 9x 3 8x 

PPL Enerev SUOO~V.  LLC 4 4x 3 3x 3.4x 4 6x 

Western Power Distribution Holdings Ltd 3 . 2 ~  3 5x 3 6x NA 

TABLE 3 
(CFO Pre-WC - Dividends) / Debt 

2007 2006 2003 LTM 9/30/2010 

PPL Corporation 16% 11% 13% 14% 

PPL Electric Utilities Corp 28% 23% 15% 12% 

PPL EnerKy Supply, LLC 9 Yo 4% 0% 9% 

Western Power Distribution Holdings Ltd 12% 15% 13% NA 

TABLE 4 

CFO Pre-WC / Debt 

PPL Corporation 21% 16% 19% 19% 

2007 moa 2009 LTM 913WZO10 
______I- ~ .----------I_----.--. ~ -I-_- ~ - _ l _ _ _ - l _  

PPL Electric Utilities Corp 35% 28% 29% 18% 

PPL Energy Supply, LLC 22% 15% 13% 22% - ___.___-_--.....__.____---~_I_ I_ 

Western Power Distribution Holdings Ltd 14% 17% 14% NA 

TABLE 5 
Debt / Total CapitaLization 

2007 2808 2009 171.1 9/38/2010 

PPL Corporation 51% 59% 55% 53% 

PPI  Electric Utilities CorD 45% 50% 43% 42% 

PPL Energy Supply, LLC 46% 54% 54% 41% 

Western Power Dtstributton Holdings Ltd 76% 66% 72% NA 
1 ---___1_- 
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TABLE 6 
Baa-rated parent companies (sorted by 3-year average) 

CF3 Pre-WC / Debt 

2009 LTlY 2Q10 -- (.ompan y Unsec Rating Outlook 5yr Avg 3yr Avg 

Exelon Corporation Baal Stable 323% 341% 360% 326% 

Duke Energy Corporation Baa2 Stable 247% 277% 225% 215% 

PC&E Corporation Baal Stable 245% 26.7% 26 1% 23.3% 

Sempra Energy Baal Stable 243% 233% 220% 200% 

Enternv Corporation Baa3 Stable 220% 21 9% 21 8% 27.5% 
~ 

Public Service Enterprise Group Baa2 Stable 176% 202% 191% 213% 

198% 200% 201% 207% Xcel Energy Baal Stable 

PPL Corporation Baa3 Stable 186% 188% 188% 175% 

189% 17.3% 208% 228% Ameren Corporation Baa3 Stable 

Edison International Baa2 Stable 188% 173% 18 1% 187% 

-I_ 

___l_l 

-l_l_ 

SCANA Corporation Baa2 Negative 17.0% 15 4% 11 9% 16.8% 

FirstEnerny CorD Baa3 Stable 165% 152% 157% 146% 

154% 15 1% 176% 165% 

Progress Energy Baa2 Stable 154% 151% 169% 160% 

MidAmerican Energy Holdings Co Baal Stable 127% 137% 166% 155% 

Dominion Resources Baa2 Stable 145% 126% 181% 122% 
Source Moody's 

__ Baa2 Stable 
.- American Electric Power Company 

With approximately 10,700 MWs of wholesale generation resources located primarily within the 
highly liquid and transparent PJM market along with the strategic positioning of PPL Supply's assets 
in Montana, we consider PPL's wholesale market and competitive position to  be relatively strong. 
PPL also has generating facilities in New Jersey, Vermont, and New Hampshire. 

PPL's regulated operations are conducted in Pennsylvania, the U.K., Kentucky, Tennessee and 
Virginia, with its regulated generation assets concentrated in Kentucky. 



FIGURE 3 

Note: PPL's pre-acquisition territory on the map only includes regulated and unregulated activities in Pennsylvania 
Source: PPL Corporation. April29.2010 Presentation - Value/Balance/Crowth Acquisition of LKE 

PPI- benefits from a relativcly diverse portfolio of fuel resources, including coal, nuclear, gas, and 
hydro, albeit with a significant exposure to carbon intense fuels, which has been increased as a result of 
its acquisition of the Kenruclcy utilities that produce over 90% of rheir energy from coal 

-,- 

TABLE 7 

PPL Generation Assets 

(Pre-Acquisition) Total System Capacity (MVY))*. 

-__. - ByFuef Type 
Nuclear 2,206 21% 

Coal 4,179 39% 

Natural Gas 1,383 13% 

Natural Gas / Oil 2,137 20% 

Hydro 776 7% 
----I_________ 

57 1% Qther 

Total 10,738 700% 
---_____I___ -. - 

__I__ 

By Location 
- _ _ _ I ~ - I _ _ x ~ -  

Pennsylvania 9,443 88% 

Montana 1,286 12% 

New Jersey 5 0% 

Vermont 3 0% 

New Hamashire 1 0% 

Total 10,738 700% -__- 
" Winter rating system capacity a t  December 31,20G9 Excludes aijt?ts iha! were held for sale or that have been divested In Connecticut, New 

York, Maine. Pennsylvania, and Illinois 

Source PPL Corporation 

r 
10 NOVEMUEII 30 2010 CRFDll AFIALYSIS PPL CORPOPATION 
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TABLE 7 

PPL Generation Assets 
We-Acquisition) iota1 System Capacirv [MW)* 

By Fuel Type 

Nuclear 0% 

Coal 5,267 70 % 

Natural Gas 2,164 29% 

Hydro 76 1% __ 
Total 7,507 700% 
Source: LKE 

For the three year period of 2010 to 201 2, PPL plans to invest a total ofabout $7.2 billion in capital 
expenditures, comprised of approximately $ 5 . 3  billion for its non-Kentucky subsidiaries and $1.9 
billion for the LKE subsidiaries. Significant components of the capital budget include plans for 
approximately 239 MW of incremental capacity at PPI. Energy Supply (primarily hydro and nuclear 
riprates) and PPL EU’s replacement of aging transmission and distribution assets along with its PJM- 
approved transmission project involving the joint construction of a 150-rnile, 500-KV line between its 
Susquehanna substation in eastern Pennsylvania and the Roseland substation in northern New Jersey. 

The $1.9 billion plan for the LKE subsidiaries relates to on-going construction of distribution assets, 
and the redevelopment of the Ohio Falls hydroelectric facility at LG&E, ash pond and landfill 
projects, and the installation of Flue Gas Desulfurization systems at several of KU’s generating units. 
Continuing regulatory support for the regulated operations’ capital projects and PPL management’s 
well-balanced financing strategy will be integral to the company’s future credit profile. 

TABLE 8 
Capital Expenditures: 2010 - 2012 

Total 
(5 Miilion) 2010 2011 2012 2010-2012 

PPL Family (ex LKE) 
Generating facilities $671 5673 S507 $1,851 

Transmission & Distribution 675 853 9 13 2,441 

Environmental 63 19 99 181 

Other 115 108 106 329 

$4,802 Sub- rota[ $1,524 $1,653 $7,625 

Nuclear Fuel 151 173 171 495 

-_________ I_ - __ ____ 
-- __-__ _ _ _ _ _ _ _ - _ ~  

Total $1,675 $1,826 $1,796 $5,297 

LG&E and KU Enerm $610 $651 $661 $1,922 

$7,219 - $2,285 $2,477 $2,457 __ Total 
Sources PPI  Corp 70-Q (30 20if l)  G € DN US Acquisition Presenmion (April 29.2070) 

I 



PPL maintains an adequate liquidity piofile, with sufficient credit facilities ro support its operations. 
On a consolidated basis in 2009, cash flow from operations of appioximately $1 .I) billion was 
sufficient to cove[ PPL's outlays including approximately $ 1.2 billion of capital expenditures and 
approximately $520 inillion of common sroclc dividends. I n  2010, cash flow is expected to be well in 
exces of $2 billion which will be more rhan sufficient to cover capital expendirures and dividends for 
the yeai. In 20 1 1, primarily as result of lower merchant power prices, PPI 's consolidated cash flows 
are anticipared EO decline, and ale not expected to cover planned capital cxpcnditurcs (including rhosc 
at LKE) and common dividends. Shortfalls are expecred LO be met via a combination of debt and 
equity financing. 

During 2010, PPL.'s acquisition of LKE required approximately $6.8 billion which was funded via a 
balanced combination of debt and equity. I n  June 2010, PPL completed the sale of 103.5 million 
shares of common stock and issued approximately $1.15 billion of equity linked debt securities, 
generating tocal proceeds of appioximarely $3.5 billion in permanent capital. Also in June PPL. 
obtained a new $4 billion credit facility at PPL Supply, which was executed on October 19th with 
appioximately $3 billion drawn to initially complete the LKE acquisition 011 November 1st. PPL 
subsequently issued approximately $1.5 billion of first mortgage bonds ar KU, $535 million of first 
mortgage bonds at LG&E and $875 million of senior unsecured notes at LKE which wwe used to 
repay the PPL Supply credit facility. On November f8"', PPL reduced rhe size of PPL Supply's 
revolver to $3 billion. 

As a holding company, PPL's primary source of liquidity is the dividends it receives from its operating 
subsidiaries. In 2009, PPL received dividends of approximately $1.2 billion, including approximately 
$940 million from PPL Supply plus approximately $290 million from PPL EU, which was more rhan 
sufficient ro cover its overhead costs, inrerest expense at PPL Capital Funding of approximately $40 
million, as well as dividends to coninion sliareholdeis of approximately $520 million. We anticipate 
2010 full year dividend funds will again be sufficient ro cover overhead costs, inrerest expenses at PPL 
Capital Funding and PPL.'s common stock dividends. Going forward, wc expcct total dividcnds from 
subsidiaries (including LKE) to be approximately $900 million, sufficient to cover common dividends 
of approximately $700 million and parent level interest expense of approximately $145 million. 

While PPL has no parent level debt oursranding, i t  does fully guarantee all of the debt at PPL Capital, 
which has no debt maturities until 2047. At the subsidiary level, PPL EU's nearest debt maturity is 
November 2013, when $400 million of senior secured notes are due. At LKE, the nearest maturities 
are $400 million of seniot unsecured notes due 2015, and $250 inillion of Gist mortgage bonds at 
each of KU and LGE. also due in 201 5. PPL Sujiply's nearest debt maturity is $500 million of senior 
notes due November 201 1. Ar PPLs U..K. subsidiaries, there is no maruring debt until 2017. The 
U.K. subsidiaiy debt continues to be non-recourse to PPL Supply or PPL. 

As of Seprember 30, 20 10, PPL's subsidiaries had external liquidicy facilities totaling approximately 
$4.6 billion in commitred facilities ro supporr their short-rerrri liquidicy needs, of which appioxiniately 
$4.1 billion was immediately available. These Eiciliries were scheduled to expire between 201 1 and 
2013. 
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TABLE 9 
Liquidity Profile as of September 30,2010 

Totdl Boirowirrgs E. Uriussd 
(5 Million/ f ~ t l l t o n J  Equivalents Creo'lt FacllltY I Date Capacity LCS Caparity 

PPL Corporation $4,853 None NA NA NA 

Expiraton Cdsh and Cash 

PPL Energy Supply, Ll.C i'1121 $4,442 5-year Credit Facility Jun-12 $3,225 $5 $3,220 

3-year Bilateral Credit Facility Mar-13 $200 $85 $115 

5-year Structured Credit Facility Mar-11 $300 $143 $157 

$3,725 $233 $3,492 

PPL Electric Utilities Corp $297 5-year Credit Facility May-12 $790 $73 $177 

Asset-backed Credit Facility Jul-11 $150 so $150 
-I_- 

WPD Holdings Ltd. €188 3-year Credit Facility Jul-12 €210 fQ f2lO 

5-year Credit Facility Jan-13 f l 50  f 121 fZ9 
-- _I_____---- 

Uncommitted Credit Facilities f63 f 3  f60  

Total 1'1 $4.698 $431 $4,266 

[l] Credit facility information includes domestic facilities only Cash-on-hand information includes cash held by WPD Holdings 

[2J In October 2010. PPL Energy Supply terminated the 53 2 billion 5-year facilily and installed a 54 billion facility PPL Energy Supply subsequently borrowed 53 2 billion from the new 

[3] Out of the 5340 million facility capacity. the $190 million 5-year facility expiring in May 2012 has been replaced by a new $200 million facility expiringin December 31,2014, upon the 

14) USD to UK Pounds conversion rate was approximately 1 496, implied by PPL's disclosure of liquidity figures in both currencies in its 3Q 2010 10-Q 

revolver to help fund a portion of financings required for E ON U S acquisition 

close of E ON U S transaction 

In conjunction with the E.ON U.S. transaction, PPL replaced and extended the majority of its 
domestic facilities. PPL Supply's previous $3.2 billion 5-year facility was replaced by a new $4 billion 
facility expiring December 2014, and PPL EU's previous $190 million facility was replaced by a new 
$200 million syndicated facility also expiring December 2014. PPL. also established a $400 million 
four-year credit facility at each of LG&E and KU. 

I n  addition to the new $4 billion 5-year facility (subsequently reduced to $3 billion), in November 
2010, PPL Supply's marketing subsidiary, PPL. Energy Plus LLC, put in  place an $800 million secured 
energy marketing and trading Facility, guarantccd by PPL Supply, which company will able to use to 
satis+ collateral posting obligations with counterparties participating in  the facility. T h e  facility 
expiies in October 2015. 

PPL.'s ci-edit facilities each contain one financial covenant; a niaximurn debt to capitalization ratio of 
65% at PPL Supply antl 70% at LG&E antl ICU.  None of these Facilities, lioweser, contain a material 
adverse change (MAC) clause. 
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TABLE 10 

Domestic Credit Facilities as of November 1, 2010 (Post Acqusition) 
Entity Facility Expiration Date Total Facilities 

__ __ ($ rn i lhns) 

PPL Energy Supply, LLC Multi-year Credit Facility Dec-14 $4000 * 

3-year Bilateral Credit Facility Mar-13 200 

Secured Trading Facility Sep-15 800 

5,000 

PPL Electric Utiiities Corp. Multi-year Credit Facility Dec-14 200 

Asset-backed Credit Facility Jul-1 1 150 

Louisville Gas & Electric Multi-year Credit Facility Dec-14 400 

Kentucky Utilities Multi-year Credit Facility Dec-14 400 

Total Domestic Credit Facilities $6,150 

~ . . ~ -  -. 

__" 

* Reduced to 53 billion as of November 18.2010 

I'PL Corporation is well positioned at its Baa3 Issuer Rating. The rating and stable outlook is 
supported by the additional regulatory scale, diversity and cash flow predictability that comes from its 
acquisition of the Kentucky utilities and our expectation that going forward, over 50% of PPL's assets 
and cash flows will be associated with regulated operations, a strong credit positive. Regulatory 
relationships will continue to be a key factor driving ratings, particularly as PPL implements significant 
capital expenditure programs at all of its utility subsidiaries. PPL's wholesale generating subsidiary, 
PPL Supply, benefits from a relatively strong market and competitive position stemming from its bare- 
load generation portfolio which is located primarily near load scrving enricies within the highly liquid 
and transparent PJM market. However, thc company still faccs challcnges from weakened 
commodities markets which are likely to put pressure on its credit metria and may require 
management to alter capital expenditure and/or financing plans to maintain PPL Supply's current 
Baa2 senior unsecured rating. 
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PPL Corporation 
($ Thousands, as Adjusted) 

Z00G 2007 20OE 2009 LTM3Q10 

Interest Expense $516,236 $576,020 $611,169 $532,483 $668,964 

CFO 51,860,149 51,562,472 $1,622,326 $1,914,660 $2,354,917 

$161,000 $(178,000) $(9,000) $106,000 $189,000 Change in wlc 

CFO-WIC $1,699,149 $1,740,472 $1,631,326 $1,808,660 $2,165,917 

FFO $1,704,149 $1,850,472 $1,718,326 $1,811,660 $2,358,917 

Dividends $(394,816) $(453,472) $(489,660) 5(515,660) $(517,917) 

$1,304,333 $1,287,000 $1,141,667 $1,293,000 $1,648,000 CFO-wlc-dividends 

RCF (FFO-DIV) $1,309,333 $1,397,000 $1,228,667 $1,296,000 $1,841,000 
_I 

CapEx $(1,431,333) $(1,7az,ooo) $(1,741,667) $(1,297,000) $(1,453,000~ 

$34,000 $(593,000) $(609,000) $102,000 $384,000 

$92,000 $679,000 $639,000 $181,000 

FCF 

As Rpt STD $42,000 

As Rat Gross Debt $7,835,000 $7,568,000 $7,838,000 $7.143.000 $8,839,000 

As Rpt Total Debt $7,877,000 $7,660,000 $8,517,000 $7,782,000 $9,020,000 

Change in Debt $(217,000) $857,000 $(735,000) $1,238,000 

Pension Adjustment $370,000 

Lease Adjustment $423,730 $417,071 $470,916 $478,430 $478,430 

$751,000 Other AdjUStment $301,000 $51,000 ~ s i , o a o  $51,000 

Total Adjustments $1,094,730 $537,071 $1,425,916 $1,819,430 $2,519,430 

$69,000 $904,000 $1,290,000 ~1,290,000 
"~ 

-1111---_-_ 

-- __I__ ". 

Total Adj Debt $8,971,730 $8,197,071 $9,942,916 $9,601,430 $11,539,430 

Minority Interest 560,000 s 19,000 $319,000 s319,aoo $268,000 

Total Adj Equity $5,122,000 $5,761,592 $4,987,069 $5,410,592 $7,538,592 

Deferred Tax Liability (LT) $2,331,000 $2,180,408 $1,742,931 $2,143,408 $2,458,408 

Total Adj Capitalization $16,484,730 $16,158,071 $16,991,916 $17,474,430 $21,804,430 
- 

(CFO-w/c t Interest) I Interest 4 3x 4 ox 3 7x 4 4x 4 2x 

21 2% 16 4% 18 8% 18 8% (CFO-w/c) I Debt 

TFO I Debt 19 0% 22 6% 17 3% 18 9% 20 4% 

fCF0-w/c - Dividends) I Debt 14 5% 15 7% 11 5% 13 5% 14 3% 

-___ ~ _ _ _ _ _  18 9% 
-_____. 

- - ~ _ _ - _ _ _ _ _ _ - -  

RCF I Debt 14.6% 17 0% 12 4% 13 5% 16 0% 

Debt / Capitalization 54 4% 50 7% 58 5% 54 9% 52 9% 

FCF I Debt 0 4% -7 2% -6 1% 11% 3 3% 

. s x v  
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PPL Electric Utilties Corporation 
(S Thousands, as Adjusted) 

2006 2007 2008 2009 lTM3Q10 

Interest Expense $160,526 $142,813 $140,324 $ 143,108 $ 123,997 
I__ 

CFQ $579,474 $560,188 $640,188 $286,188 $328,188 -- 
Change in w/c 

CFO-WJC $564,474 $636,188 $627,188 -_I___ $561,188 $349,188 

Change in other A&L S(l3,OOO) $1,000 $11,000 $1,000 $(58,000) 

$15,000 S(76,oOO) "_l_l__ $13,000 $(275,000) S(21,OOO) - 
___llll_l__ 

FFO $577,474 $635,188 $616,188 $560,188 $407,188 

Dividends $(110,141) $(129,188) $(108,188) S(284.188) $(126,188) I___ 

CFO-w/c-dividends $454,333 $507,000 $519,000 $277,000 $223,000 

RCF (FFO-Div) $467,333 $506,000 $508,000 $276,000 $281,000 

CapEx $(296,333) S(286,OOO) $(275,000) $(298,000) $(363,000) 

$173,000 $145,000 $257,000 $(296,000) $(161,000) FCF 

As Rpt STD $42,000 $41,000 $95,000 $ -  s -  
As Rpt Gross Debt $1,978,000 $1,674,000 $1,769,000 $1,472,000 $1,472,000 

As Rpt Total Debt $2,020,000 $1,715,000 $1,864,000 $1,472,000 $1,472,000 

Change in Debt S(305,ooo) $149,000 $(392,000) $ -  

Pension Adiustment 5 -  $ - $264,600 $309,400 $309,400 

Lease Adiustment $66.000 $ -  s -  s -  s -  
~~ 

Other Adjustment $125,000 $125.000 $125,000 $125,000 $125,000 

Total Adjustments $191.000 $125,000 $389,600 $434,400 $434,400 

Total Ad] Debt $2,211,000 $1,840,000 $2,253,600 $1,906,400 $1,906,400 

Minority Interest $ -  $ -  5 -  s -  s -  
Total Adj Equity $ 1,434,000 $1,461,000 $1,521,000 S 1,771,000 $1,815,000 

Deferred Tax Liability (LT) $814,000 $763,000 $767,000 $769,000 $811.000 

Total Adj Capitalization $4,459,000 $4,064,000 $4,541,600 $4,446,400 $4,532,400 

(CFO-w/c + Interest) / Interest 4 5x 5 5x 5 5x 4 9x 3 8x 

( 0 - w / c )  / Debt 25 5% 34 6% 27 8% 29 4% 18 3% 
FFQ / Debt 26 1% 34 5% 27 3% 29 4% 21 4% 

(CFO-w/c ~ Dividends) / Debt 20 5% 27 6% 23 0% 14 5% 11 7% 

21 1% 27 5% 22 5% 14 5% 14 7% 

42 1% 49 6% 45 3% 49 6% 42 9% 
I____ 

RCF / Debt 

Debt / Capitalvation - ~ _ _ _ _ _ _ -  -- 
FCF / Debt 7 8% 7 9% 11 4% -15 5% -8 4% 

CRFI?ITAPIALYS!S- PT.1 CC1920RPll l rPJ  16 NOVEMBER 30 2010 



PPL Energy Supply, LLC 
(S Thousands, as Adjusted) 

2006 2OOi ZOO6 2009 LTM3Q:O 

Interest Expense $307,216 $363,000 $445,317 $389,640 $452,027 

CFO $1,331,667 $1,115,000 $1,088,966 $1,481,072 $1,907,072 

Change in wlc $140,000 S(l24,OOO) $78,000 $533,000 $299,000 

CFO-W~C $1,191,667 $1,239,000 $1,010,966 S948,072 $1,608,072 

Change in other A&L $(14,000) $(85,000) $(170,701) $(261,928) $(250,928) 

FFO $1,205,667 $1,324,000 $1,181,667 $1,210,000 $1,859,000 

Dividends * S(712,OOO) $(759,000) $(750,000) $(943,000) S(968,OOO) 

$5,072 $640,072 CFO-wlc-dividends $479,667 $480,000 $260,966 

RCF (FFO-DIV) $493,667 $565,000 $431,667 $267,000 $891,000 

CapEx $(1,037,667) $(1,379,000) $(1,431,667) $(968,000) I $(1,056,000) 

FCF $(418,000) $(1,023,000) $(1,092,701) $(429,928) $(116,928) 

$51,000 $584,000 $639,000 $181,000 

As Rpt Gross Debt 55,376,000 $5,070,000 $5,196,000 $5,031,000 $5,562,000 

As Rpt Total Debt $5,376,000 $5,121,000 $5,780,000 $5,670,000 $5,743,000 

Change in Debt $(255,000) $659,000 $(ll0,000) 573,000 

Pension Adjustment $246,000 

Lease Adjustment $423,730 $417,071 $470,916 $478,430 $478,430 

.-. 

-__ 

-~ 

-- As Rpt STD 2- 

$- $639,400 $980,600 $980,600 __ _-_ _- 

Other Adjustment $- s- 5- s- 5- --_ __ 
$417,071 $1,110,316 $1,459,030 $1,459,030 Total Adjustments $669,730 

Total Adj Debt 56,045,730 $5,538,071 $6,890,316 $7,129,030 $7,202,030 

Minority Interest $60,000 $w,aoo $18,000 $18,000 $18,000 

Total Adj Equity $4,518,320 $5,162,282 $4,755,304 $4,529,345 $8,578,345 

Deferred Tax Liability (LT) $1,358,680 $1,402,718 $1,100,696 $1,504,655 $1,784,655 

Total Adj Capitalization $11,982,730 $12,122,071 $12,764,316 $13,181,030 $17,583,030 

(CFO-w/c+ Interest) / Interest 4 9x 4 4x 3 3x 3 4x 4 6x 

-____ 

(CFO-w/c) / Debt 19 7% 22 4% 14 7% 13 3% 22 3% 

25 8% -- _ _ _ _ _ _ _ ~  19 9% 23 9% 17 1% 17 0% -_ FFO I Debt 

8 7% 3 8% 0 1% 8 9% 7 9% (CFO-wlc - Dividends) / Debt 

8 2% 10 2% 6 3% 3 7% 12 4% RCF / Debt 

Debt / Capitalization 50 5% 45 7% 54 0% 54 1% 41 0% 

_ _ ~ _ -  - 
- -~ -  

___ II__- ----_I__ ~ _ _ _  
FCF / Debt -6 9% -18 5% -15 9% 6 0% -1 6% 

* Dividends in 2007 adju’ted for special dividends to PPL Corp associated with Latin American asset sales 
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Western Power Distribution-Holdings 
(f Thousands, as Adjusted) 

2006 2007 2008 2005 

f85,242 Net Interest Expense f92,180 €85,988 

Capital Charges fl07,200 f 12 1,400 f122,404 f 148,429 

f232,533 f282,333 f289,033 f267,233 CFO 

f28,600 Change in w/c f5,300 €74,900 f 59,200 

CFO-W/C f227,233 f207,433 f229,833 f238,633 

-____- 

-___- €79,642 - 

-- 
_ _ I ~  

Change in other A&L f -  f -  f -  -- f -  

f238,633 FFO f227,233 f207,433 

f(18,800) Dividends f(15,000) f(33,500) 

CFO-w/c-dividends f212,233 €173,933 f199,833 f 2 19,833 

RCF (FFO-DIV) f212,233 f 173,933 f 199,833 f219,833 

CapEx f (180,033) f(208.633) f(211,733) f(221,133) 

FCF f37,500 f40,200 f47,300 €27,300 

- 
f229,833 

f(30,OOO) ~ 

As Rpt STD f8,600 f 8,800 f10,300 f9,lOO 

As Rpt Gross Debt f 1,063,400 f 1,211,400 f 1,129,500 f1,300,600 

f 1,309,700 As Rpt Total Debt f 1,072,000 f 1,220,200 f1,139,800 

Change in Debt f 148,200 f(80,400) €169,900 

f329,400 Pension Adjustment f 172,900 f160,800 f90,300 

Lease Adjustment f 12,000 f15,600 f 17,400 f 19,200 

Other Adjustment 

Total Adjustments f276,200 f265,800 f 181,900 f339,iOO 

Total Adj Debt f 1,348,200 f 1,486,000 f1,321,700 f 1,648,800 

f -  

Total Adj Equity f77,300 f 150,000 f342,300 f362,800 

f264,500 Deferred Tax Liability (LT) f308,900 f322,800 

Total Adj Capitalization 5 1,734,400 $ 1,958,800 $ 1,989,600 $ 2,276,100 

Adj Net Debt f 1,343,800 f1,330,500 f 1,252,000 f 1,644,400 

RAV (Regulatory Asset Value) f 1,587,200 f1,669,600 f 1,694,900 f 1,772,900 

3 4x 3 9x 3 8x 3 5x (CFO-w/c+ interest) / Interest 

17 4% 14 5% 14 0% 16 9% (CFO-wlc) / Debt 

14 5% 16 9% 14 0% 17 4% FFO / Debt 

13 3% 15 7% 11 7% 15 1% (CFO-w/c - Dividends) / Debt 

13 3% RCF / Debt 15 7% 11 7% 15 1% 

Debt / Capitalization 77 7% 75 9% 66 4% 72 4% 

2 lx 

92 8% Net Debt / RAV 

FFO /Ne t  Debt 16 9% 15 6% 18 4% 14 5% 

-. 

~ - -  ~- 
-- 

f91,300 f 89,400 f74,200 f (9,500) -_ - - 
---̂ _ 

-- Minority Interest f -  f -  f -  

f325,600 

~~ - ___-_ 
-_______I__- -~ _ _ _ _ - ~ ~  

-- ----- 
--_____ - -- 

___ 

____I_- 

Adjusted ICR 2 3x 2 ox 2 3x ___----_____- 
- 84 7% 79 7% 73 9% 

~ 

- _1__1_- 

RCF / Capex 12x 0 8x 0 9x 1 ox - I -I----_--__ ~ 



I ----I~._-” _ . _ _ . ” . ~  -- -- 
Louisville Gas and Electric Company 
(S Thousands, as Adjusted) 

200G 2007 2008 2009 LlM3Q10 

Interest Expense $45,688 $52,467 $68,509 $52,716 $49,981 
-____-___.I”_- 

CFO $337,333 $191,333 $193,000 $324,000 $215,000 

Change in w/c $88,000 -- $(46,000) $(72,000) $53,000 $(113,000) 

CFQ-w/c $249,333 $237,333 $265,000 $271,000 $328,000 

- -___--____ -- 

$(5,000) $47,000 $(16,000) Change in other A&L $(14,000) $(38,000) 

FFO $263,333 $275,333 $218,000 $287,000 $333,000 

CFO-w/c-dividends $150,333 $168,333 $225,000 $191.000 $273,000 

$164,333 $206,333 $178,000 $207,000 $278,000 RCF (FFO-Div) 

CapEx $(149,333) $(206,333) $(247,000) S(l90,OOO) $(171,000) 

FCF $89,000 S(84,OOO) S(94,OOO) $54,000 $(11,000) 

As Rpt 5TD $68,000 $78,000 $222,000 $170,000 $122,000 

As Rpt Cross Debt $820.000 $984,000 $896,000 $896,000 $896,000 

As Rpt Total Debt $888,000 $1,062,000 $1,118,000 $1,066,000 $1,018,000 

Change in Debt $174,000 $56,000 S(52,OOO) $(48,000) 

Pension Adjustment $52,000 $13,000 $143,000 $116,000 $116,000 

Lease Adiustment $30,000 $30,000 $36,000 $36,000 $36,000 

Other Adjustment $- s- $- 5- $-  

$152,000 Total Adjustments $82,000 $43,000 si79,ooa $152,000 

Total Adj Debt $970,000 $1,105,000 $1,297,000 $1,218,000 $1,170,000 
-- 

Minority Interest $- $- $- $ -  $- 

$1,164,000 $1,161,000 $1,234,000 $1,253,000 $1,315,000 Total Adj Equity 

Deferred Tax liability (LT) $333,000 $342,000 $360,000 $373,000 $416,000 
- 

Total Adj Capitalization $2,467,000 $2,608,000 $2,891,000 $2,844,000 $2,901,000 

(CFO-w/c + Interest) / Interest 6 . 5 ~  5 5x 4 9x 6 lx 7 6x 

(CFO-wlc) / Debt 25 7% 21 5% 20 4% 22 2% 28 0% 

FFO / Debt 27 1% 24 9% 16 8% 23 6% 28 5% 

(CFO-w/c - Dividends) / Debt 15 5% 15 2% 17 3% 15 7% 23 3% 

RCF / Debt 16 9% 18 7% 13 7% 17 0% 23 8% 

40 3% ____ - 42 8% __- Debt / Capitalization 39 3% 42 4% 44 9% 
-I- 

FCT / Debt 9 2% -7 6% -7 2% 4 4% -0 9% 
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Kentucky Utilities Company 
( 5  Thousands, as Adjusted) 

2006 2007 2008 2009 LTM3010 

Interest Expense $43,905 $59,232 $83,044 $83,950 $85,835 

CFO $227,000 $318,000 $298,000 $266,667 $376,667 

CFO-W~C $273,000 $319,000 $308,000 $353,667 $448,667 

Change in otherA&L $(25,000) S(5,OOO) $7,000 $104,000 $(S,OOO) 

FFO $298,000 $325,000 $313,000 $346,667 $344,667 
__I_ _I ____I_ 

Dividends s- s- s-  s-  $(50,000) 

CFO-wlc-dividends $273,0 0 0 $319,000 $308,000 $353,667 $398,667 

RCF (FFO-Div) $298,000 $325,000 $313,000 $346,667 $294,667 

CapEx S(351,OOO) S(749,OOO) $(692,000) $(522,667) $(362,667) 

FCF S(124,OOO) s(431,OOO) s(394,OOO) S(256,OOO) S(36,OOO) 

As Rpt STD $97,000 $23,000 $16,000 $45,000 $61,000 

As Rpt Gross Debt - $843,000 $1,264,000 $1,532,000 $1,682,000 $1,682,000 

As Rpt Total Debt $940,000 $1,287,000 $1,548,000 S 1,727,000 $1,743,000 

Change in Debt $347,000 $261,000 $179,000 $76,000 

Pension Adjustment sso,ooo $20,000 $123,000 $97,000 $97,000 

Lease Adjustment $36,000 $36,000 $54,000 $60,000 $60,000 

Other Adjustment s- s- s- s- $- 

Total Adjustments $86,000 $56,000 $177,000 $157,000 $157,000 

Total Adj Debt $1,026,000 $1,343,000 $1,725,000 $1,884,000 $1,900,000 

Minority Interest s- s- s- $- s-  
$1,193,000 $1,435,000 $1,744,000 $1,952,000 $2,029,000 Total Adj Equity 

$289,000 $285,000 $279,000 $336,000 $378,000 Deferred Tax Liability (LT) 

Total Adj Capitalization S2,508,000 $3,063,000 $3,748,000 $4,172,000 $4,307,000 

(CFO-wlc + interest) I interest 7 2x 6 4x 4 7x 5 2x 6 2x 

ICFO-wlc) / Debt 26 6% 23 8% 17 9% 18 8% 23 6% 

_- 
- 

FFO / Debt 29 0% 24 2% 18.1% 18 4% 18 1% 

(CFO-w/c - Dividends) l Debt 26 6% 23 8% 17 9% 18 8% 21 0% 

RCF / Debt 29 0% 24 2% 18 1% 18 4% 15 5% 

Debt / Caoitalization 40 9% 43.8% 46.0% 45 2% 4 4  1% 

FCF / Debt -12 1% -32 1% -22 8% -13 6% -1 9% 
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Rating Action: Moody's downgrades the Issuer Ratings for E.ON US. and i ts sitbsldiartes 

Global Credit Research - 25 Oct 2010 

h4w York, Oclober 26,2010 -- W y ' s  hvestors Service Loday downgraded Uie Issuer Rating of E.ON U.S. LLC (€.ON US.) to Baa2 from A3 
and the Issuer Ratings of Its hvo utiiitysubsidiaries, Kentucky Utililies Company (KIJ) and Louisville Gas and Electric Company (LGBE), to Baal 
fromA2. h4mdV.s also downgraded K(J and LG&E's short-term ratings forwdable rate demand debt to Prime-2 from Prjme-I. These raling 
acllons conclude the revievf for possible downgrade that commenced on April 29.2010. The rating outlooks for EON US., KU and LGBE are 
stable. 

Separately, M y ' s  confirmed KU and LG&E's outstanding tax-exempt debt atM. The rating confirmalion considers lhal, in the case of LGBE, 
the formerly unsecured debt has been secured with first mortgage bonds provided to the trustee and, while KUs bonds are currently unsecured, 
the utility intends lo secure them In a similar manner over the next week. H Is body's policy to generally rate first mortgage bonds of investment. 
grade rated ulililies two alpha-numeric ratings higher than ils bsuer Rating or senior unsecured debt rating. 

R A T W  RATDULVE 

The downgrade of E.ON US., KU and LGBE's Issuer Ratings follw/s receipt of several regulaloiy approvals, most notably from the Kentucky 
PuMlc Service Commkslon (KPSC), relating 10 the proposed sale of E.ON LIS. by E.ON AG (E.ONA2 senior unsecured) to PPLCorp. (PPL: 
Baa3 senior unsecured) for approximately $7.625 billion. 

While approval from the FERC remalns outslanding, we believe there is a high probability Uiat it wiil be received and that the transaction will 
close in a matter of weeks. Upon closing of the Iransactlon, E.ON U.S. will become a subsidiary of PPL and will be renamed LGgE and KU 
Energy LLC (LKE), with KU and LGBE remaining as dislinct and separate opereling entities. In the unlikely scenario that the merger Is not 
consummated, Ule Issuer Ratings for E.ON U.S., L m E  and KU v/ould likely revert back lo their respeclive prior asslgned levels. 

"E.OWs ownershlp of E.ON US., KU and LG&E was an important factor supporting their prior respective Issuer Ratings" sald Moody's Vce 
President ScoH Sdomon. mSpxlficaity, E.ONs size, scale and credit profile provided [iuidityand financial flexjbilily 111 the form of signibant 
inter-company funding along with a liboral divldend policy that strenglhened the related company's respeclive financlal position and provided 
ratings li". 

Today's downgrades were triggered by the expected near-term transfer of ownershlp and the elimination of any ralings fi. €.ON US., KU and 
LGBE's ralings, hoivever, are well positioned within their newly assigned rating calegories and refieclive of sound financial metrics and a 
generally supportive regulatory environment lhat prov!fJes for above-average cos1 recovery, Fluclualions in KU and LGBE's cost of fuel and 
purchased power, for instance, are recoverable with minlnial ragulatoty lag while Investments and costs borne by the utilities in order to remain 
compliant with the Clean A r k 1  are recoverable through an environnienlal surcharge mechanism. 

KU and  LGBE's ratio of consolidated cash Aorv before changes in working capital (CFO pre W/C) to debt and CFO pre-W/C interest coverage 
for the hvelve months ended June 30, 2010, were each approximately 20% and 5.6 times, respectively. Financial metrics for both utilities are 
expcted to trend modestly upward over the near-term due in large part to rate increases that became effective in August 2010. That being said, 
boUi ublities are expected to increase their respeclive dividend payments under PPLownershIp. E.ON US. is expected lo generate consolidated 
CFO pre-W/C to debt melrics in h e  mid-to-upper leans and CFO pre-WIC interest coverage above 4 times, placing it firmly in the mid-Baa 
rating calepv. 

KU and LC&E, combined, had approximately $2.6 billion of long-term debt outstanding at December 31, 2009. Of this amount, approximately 
70% was Intercompany debt provkled by E,ON affiliates (the remalning 30% Is tax-exempt debt that will remain outslaoding). While the absolule 
amount of debt at KU and LGE is not expected io be Impacted by the proposed acquisilion, PPLanticlpates ultimately refinancing h e  
intercompany debt \vih first mortgage bond debt offerings at KIJ and LG&E and senior unsecured debt at LKE (the renamed €.ON U.S.) 

Moody's Issuer Ralings are an opinion of the ability of an enlity to honor its senior unsecured financial obligations. Speciflc debt issues may be 
raled differently and are considered unrated unless rated by Moody's. That being said, it is Moody's expectation that any debt offering by LKE 
wvouki likely be rated Baa2 

The KPSC's approval of the acquisition included hro commitments affecting rates. The first places a moralorium on any base rate increases by 
KU and LGBE until 1/1/13. The second provision establishes a mechanism Under\*/hiKh earnings at the utilities In excess of a 10.75% ROE vhll 
be shared equally between ratepayers and shareholders. The agreement has no Impact on the ulilities' ability lo seek rate adjustments through 
their edsting fuel and environmental cost adjustment mechanisms. 

The stable outlookconsiders the modest expecled improvement in financial matrics over Ihe near-term and the supportive regulatory 
environmenl in which the utilities operate. 

Upward pressure may materlallle for KU and LG&E if they achieve financlal nietrics such as CFO pre-WC to debt In excess of 25% and 
retained cash flow to deb1 of greater lhan 17% on a sustalnabie basis. LKE's rating may be upgraded If il achieves consolidated CFO pre-WC to 
debt In excess of 19% en a sustainable basls. 

KU, LGBE and LKE's ralings could be downgraded should the utilities encounler unexpected problems inlegraling with PPLor $unexpected 
changes are made to the regulatory conipact that currently provides for timely recovery of costs. Flnanclal metrics that may trigger downward 
rating pressure include, for KU and LG&E, ratios of CFO pre-WC lo debt of below 16% or, in the case of LKE, below 13%. 

'Rie principal melhodology used In rating E. ON US. LLC was Regulated ElecMc and Gas Ulililies rating melhodology published In m u s t  2009. 
OUier methodologies and factors that may have been considered in the process of rating this Issuer can also be found on b d y s  website. 

E.ON US. LLC is headquartered in Louisville, Kentucky, 
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REGUIATORY DISCLOSURES 

InformaUon sources used lo prepare tho credit ratirlg are the following: parties involved In the ratings, parties not involved in the ratings, public 
information, confidential and proprietary M y ' s  lnvoslors SeMce's information, confidsntial and proprietary lvbody's Analytics' Information. 

Nbody's lnveslors Service conslders thB quality of Information available on h e  Issuer or obligation salisfaclory for the purposes of maintaining a 
credit rating. 

MOODYS adopis all necessary measures so that the Information it uses in assigning a credit rating is of sufficient quality and from sources 
MOODYS considers to be reliable including, when appropriale, independenf lhlrd-party sources. However, MOODYS is not an auditor and 
cannot in every instance lndependentiy verify or validate InIorniaUon received in lhe rating process. 

Please sea ratings tab on the issiier/entity page on Nbodyj.com for lhe last rating action and the rating hislory. 

The date on which some Credit Ratings were first released goes back to a time before Mody's Investors Service's Credit Ratings were fully 
digilized and accuraie data may not be available. Consequentiy, M y ' s  Investors Service provides a date thalit believes is the most reliable 
and accurate based on the Information lhat is available lo i t  Please see the ralings disclosure page on our websile vww.moodyj.com for further 
Information. 

Please see the Credii Policy page on Moodys.com for lhe melhodologies used in determlnlng ralings, furthar Information ~1 h e  meaning of each 
rating category and Uie deiinltlon of default and recovery. 

hUv York 
Scoit Solomon 
Vice President - SeniortWaiysl 
Infrastructure Finance Group 
Ivlaody's Investors Service 
JOURNALISTS: 212-5530376 
SUBSCRIBERS: 212-553-1653 

hbw York 
William L. Hess 
WO - Ulilities 
liifrasiructure Finance Group 
Woody's investors Service 
JOURNALISTS 212-5536376 
SUBSCRIBERS 212-553-1653 

Moody's hvestors Service 
250 Greenwich Street 
hbtw York NY 10007 
U S A  

M00UY:s 
INVESTORS S ERVl CE 

0 2010 Moody's hvestors Service, hc. a d o r  11s licensors and affiliates (collectively, 'MOODYY).Ai righls reserved. 

CREDIT WINGSPRE MOODY'S INVESTORS SERWCE, INC.'S ("MIS") CURRENT OPINIONS OF THE 
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE 
SECURITIES. MIS DEFINES CREDIT RiSKAS THE RISK THAT AN ENTITY MW NOT MEET ITS 
CONTRAI;TUPL, FINANCW. OBLIGAJIONSAS THEY COME DUE AND ANY ESTIMAJED FINMCW, LOSS 

NOT UMITED TO: LIQUIDITY RISK, MARKET VPLUE RISK, OR PRICE VOLNILITY. CREDIT W I N G S  ARE 
NOT STATEMENTS OF CURRENT OR HISTORICAL FKT, CREDIT W I N G S  DO NOT CONSTITUTE 
INVESTMENT OR FINANCWPDVICE, AND CREDIT W I N G S  ARE NOT RECOMMENDATIONS TO 
PIJRCHASE, SELL, OR HOLD PARilCULAR SECURITIES. CREDIT W I N G S  DO NOT COMMENT ON THE 
SUITPBILITY OFAN INVESTMENT FORANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT W I N G S  
WTH THE MPECTAJIONAND UNDERSTANDINE T H N  E K H  INVESTORMLL M M E  ITS O W  STUDY 
AND EVALUATION OF f9CH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR 
S4.E. 

IN THE EVENT OF DEFWLT. CREDIT RATINGS DO NOTPDDRESSANY OTHER RISK, INCLUDING Bur 

N.L INFORMTION CONTAINED HEREIN IS PROTECTED BY LAW, NCLUDlhY; BUT h0T Lltv'dTED TO, 
COPYRIGHT LAW, AND NONE OF SUCH INFORM4TDN M Y  BE COPIED OR OTHERWISE REPRODUCED, 
REPACKAGED, FURTHER TRANSWED, TRANSFERRED, DISSEUNATED, REDBTRIBUTED OR RESOLD, 
OR STORED FOR SUBSEQUENT USE FOR ANYSUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR 
PAWNER OR BYANY W S  WHATSOEVER, BYYANY PERSON WlTHOUT MOODYS PROR WRMEN 
CONSENT.AI information contained herein is obtained by MOODYS from sources believed by it lo be accurate and 
reliable. Because of the possibility of human or mechankal error as well as olhor factors, hovtever, all information 
contained herein is provided "AS IS" vithout warranty of any kind. MOODYS adopb all necessary measures so hat  
the information it uses in assigning a credit rating is of sufficient quality and from sources Moody's conslders to bc 
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I '  , reliable, Including, when appropriate, independent third-party sources. Ilowever, MOODYS Is not an auditor and 
cannot In every instance independentfyverifyor validate information received in tha rating process. Under no 
circumstances shall MOODYS have any liability to any person or entity for (a) any loss or damago in vrholo or in part 
caused by, resulting from, or relaling to, any error (negligent or othenvise) or other circumstance or contingency wilhin 
or outside the conlrol of MOODYS or any of its directors, officers, employees or agents in connection with the 
procurement. collection, conipilaLbn, analysis, interprelation, communlcation. publicallon or delivery of any such 
information, or (b) any direcl, indirect. special, consequential, compensatory or lncklenlal damages whatsoever 
(including wilhout limitabn, lost prolils), even If MOODYS is advised in advance of the possibility of such damages, 
resulting from !he use of or inability to use, any such information. The ratings, financial reporting analysis, projections, 
and other observalions, if any, constituting part of h e  Information conlained herein are, and must be conshed solely 
as, staiements of opinion and not slatemenls of fact or recommendations to purchase, sell or hold any securities. 
Each user of the informallon contained herein must make Its own study and evaluation of each securily it may 
conskler purchasing, holding or selling. NO WARRANIY, EXPRESS OR ItWLIED,AS TO THE ACCURACY. 
TIMELINESS, COWLETENESS, MERCWiMABlLFFYOR FffNESS FOR ANYPARTICUM PURPOSE OF ANY 
SUCH RATING OR OTHER OPINION OR INFORMTON IS GWEN OR W E  BY MOODYS INANYFQRMOR 
WWNER WHATSOEVER. 

MIS, a wholly-owned credil rating agency subsidiary of Wdy's Corporation ("KW), hereby discloses that most 
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and 
preferred stock rated by MIS have, prior to assignment of any rating, agreed (0 pay to IWS for appraisal and faring 
senices rendered by it fees ranging from $1,500 lo approximately $2,5UO,OOO. MCO and Fws also mainlain policles 
and procedures to address the independence of W ' s  ratings and raling processes. Information regarding certain 
affiliations that may exist between directors of K O  and rated enlities, and behveen entities who hoM ratings from NIS 
and have also publicly reporled to the SEC an ownership inlerest in MCO of niore than 5%. Is posted annually a1 
myxmgodvs.com under the heading "Shareholder Relations -Corporate Governance - Director and Shareholder 
Nfillalion Policy." 

Anypublicalion info Australia of thls document is by WODYS affiliate, tv'aodvs hveslors Service Ply Limited AsN 61 
003 399 657. which holds Australian Flnanclai SeMces License no. 336969. This document Is intended to be provided 
only lo 'wholesale c1ients"wihin the meaning of seclion 761G of the CorporalionsPct 2001. By conlinuing to access 
lhis document from withln Australia, you represent to MOODYS that you are, or are accessing the document as a 
representative of, a "rhlesale clienl'and lhal neither you nor the entily you represent will direclly or indirecliy 
disseminale thls document or its conlenls to "retail ci1ents"within the meaning of seclion 761G of the Corporations 
Ad2001. 

i 
hbhrrithslanding the foregoing, credit ratjngs assigned on and afler Oclober 1,201 0 by hbody's Japan K.K. ('MIKK") 
are MJKK's current opinions of the relative fulure credk risk of entities, credit commilmenls, or debt or debt-like 
securities. In such a case, 'W" in the foregoing statemenls shall be deamed to be rep!aced with "WKK". MIKK Is a 
whoiiy-owned credil rating agency subsidiary of h d y ' s  Group Japan G.K., which is wholly owned by Wdy's 
Overseas Holdings hc., a wholly-owned subsidiary of MCO. 

This credit rating is an opinion as to the credilvrorthlness or a debt obligation of the issuer, not on the equity securities 
of the Issuer or any form of security that is available to relad Investors. It would be dangerous for retail fnveslors fo 
make any Investment decision based on this credit rating. if In doubt you should contact your financial or other 
professional adviser. 

http://myxmgodvs.com
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M a i  o I- it a t  i n g I n  c t o I‘S 

Strciigths: 
* Stal i le cnsh f h v  gcncwtion tliiotigli hctlging ac t iv i t i t s ,  

0 The 2010 rcq i ics t  tor propos i l s  nverngcd a high $99 per M\Vli, 
0 Well nbovc the K.54 pcr A!I\Vli full rcqiiircnicnts prices, 
* l<q,iil:itory s u p p o r t  f o r  tlic riitc m i t i g a t i o n  for 20 I O ,  
a Sonic operating diversity in  r h c  nicrclianc gc r i c rn t i on  tlcct. 

BBB/Negative/NR 

”calcncsses: 
* \Y/eakcr business r isk  profile nftci, rlic e x p i r a t i o n  of a long-term contract with affiliate 1’1’1 EU,  
* ILower wholcsalc p o ~ v c i ~  arid ii:ittir:il gas prices a n d  higher volatility in cnergy nnci c o m m o d i t y  p i  ices ove r  tho past 

year, 
l.ingci ing rcgulatory unccrtaiiity owr t r a n s i t i o n  to coinpctirivc murkets in l’cnnsylvania, 

* Negative i r w  cash flow i r i  2009, and 

* Unanticipated trading o p c r a t i o n s  that resultoci in 3 kllA4 loss in 2008 rniscd Lonc‘eriis n h o u t  risk appetite, 

tolurance Icvcls and efficacy of risk management .  

liati 011 a I c 
I h c  r.itrngs on 1’1’1 ( ‘o ip  pidominant ly  rcflcct the I,ii,incss a n d  financial ri’11; piofilc of supply stil,sidiaiy PI’L 
Enorgy Supply L.LC (1’1’1 Encrgy). (;ivcn tlic Ic.g:iI ring-fencing provisions in p l a ~ c ,  Stnnc in id  & I’oor’s an;ilpzcs PI)[ 
Llcctric Lltilitics Coi-13. (PI’LEU) and Western I ’owcr Dis t r ibu t ion  I-lolciiiigs 1.d. (LVI’D) as cquity investments, \vir11 

t1i~’idciitls t o  1’1’1.. as  the i r  priiiiai,y contr iht i t ion to  the consolitlatcd entity. Tl ie  lower-risk cliviticnds from tdit:sr: n v o  

coriip;inics, which con t i , i h t i t c  nl,oiit LO‘%, to PI’I.,’s cash Flowv, tcnipcr tlic n~crcliaiit risk f r o m  PPI .  Encrgy. 

5t , i i i t lL i rc l  ti‘ Poor‘\ I RatiiigsDirect on tlie Global Credit Portal I fcbrtiary 8 2010 



1~’I’l. Energy’s g t n c r n t i o i i  i s  ctii I c i i t l y  iilioiit 99% Iicdgcd in LO IO. Also, the hiilk ( i f  tot:il projcctcd mnrgiii is tinder 

i:oiitract thioiigli 20 I I w i th  riiore t h a n  S8‘X.b of gmcrarion hcclgcd in tIicil year. Yet, t h c  company i s  csposcd to  rhc 

drops off to ciIx)ut j.j% i r i  LO1 L nnii p o i n t s  to t h e  ni:cd foi 1’1’1 LxcIgy to constant ly  w t c r  into new coii tr ; icts to 

m i t i g a t e  cash f l o \ v  vo lnt i l i ty .  W h i l e  1’1’1- Ir:ncrgy liiis hcrlged a high projroitiori o t  i t s  economic  g c n c r i i t i o n  .it cxpcc:tccl 
avc!r.ngc prices of $h8-$70 per M\Vli, and  a t  niar,gins consis tent  with i ts  business plans, tlics(: io rwar t l  contracts wcrc 
partly cn tc rc t l  into wlicii m a r k e t  prices were s t i l l  high. Miirgins will l i ke l y  c r o d c ,  slioiild thc c c o i i o n i i i  slo~vclown 

l inger  (forward piiccs arc nlrci icly lower) and ,IS con t r i i c t s  r o l l  off a n d  c<in only he rcncwcd ;it lower pi ii:c Ic~cIs .  

.itrides o f  the wliolcsalc m e r c h a n t  mai ,kcts  lrccatisc i t s  flcct is esscnti;il ly :i pi ice: t:ikci: The hctlgctl pciceiitagc 

I)i:spite iii:ijoi- r c g u l a t o i  y I. 

f u t i i i  c of c o n i p c t i t i v c  inarkcts iii I’cnnsylvnnia. Tile 1’cnnsylv:inin leg is la t ion a n d  t h c  I’cnnsylvariia I’i ihlic U t i l i t i es  

C;omniissiori (l’l’{JC) h a v c  gcncrally liccn s u p p o r t i v e  o f  deregulat ion,  and  there have  bccn n o  s ign i f i can t  o p p o s i t i o n  

to the t r ans i t i on  to ii1;irlicts 01- to the i n i p l c i i i c n t a t i o n  o f  n e w  ratcs. Still, tlic increase in  supply costs  f o r  1)PI.F.U’s 
I’OLIt r c q u i r c m c n t  i vsu l t s  in ;i 27% int:rcnsc in ovcr;ilI i’atcs--an inci(:ajc t h a t  wc  v i e w  a s  mnrcrial. 1 - h ~  inLrs:isc in 

1’1’Lt.l.l’~ m t c s  i s  all t l ic  morc c o n s p i w o i i s ,  iii o ~ i r  vicw, hccausc the ratcs will i r i c rmsc  c l i sp ropor t i onn tc l y  conipiiicd 
with stipply cos t  increases of o thc i ,  t i t i l i t ies  t h a t  iiic a l s o  corning o f f  their t r a n s i t i o n  p1,ins. 

. having c l ih rc l ,  1’1’L’s hiisincss p r o f i l e  i s  sonicivliat tciiipcrcd hy uncer ta in t y  ahoi i t  tlic 
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O u t l o o l c  
“Ihc ncgntivc oirtlook on P P L ,  rcflcccs i t s  w i x k  t i nnnc ia l  incnsui ~ : s .  An o i i t l o o k  revision to stnblc will Ix prctlicntcd on 

I’I’L’s f innncid I isk profile improving in 2010, with t:FO to iicbt ie;iching a range of .i I ‘%-.3i‘%). Althoiigli the 
t o ~ w n i  tl  ctirvc is in wnranSo, rcccnt n i  ociritl-~1ic-clor:k prices in tlic PJM have hccn  in the low-$50 3 1  en pix X I W h  f o i  

LO I I ;incI 20 1.2, and !owcr than l)l’L.’j avci  age Iicclgcd pricc of nbout $60 per  IcIWli. ’To rnaiiitnin ratings, 1’1’1.. will 
n c d  to iiianctivcr rlirougli potential Iongcr-term dcprcssctf niarkct c o n d i t i o n s  and gciicr:ite a Steady lcvcl  oi cnsh 

flow i.onsistcnt with i t s  d c l ~ t  hurdcn t h a t  31so n l l o w s  i n t r i n a l  funcling o f  i ts  i nvcs tn i cn t  p r o g r a m  in :I manner‘ that 

pi~cscrvcs credit quality. The  ratings ~ o t i l d  hc lowered i f  FFO to d e b t  levels do not impro\e  to lrvcls rhn t  approach 
.TO‘%,, especially ii tlic company ch:s n o t  ncli icvc ;i pos i t i ve  free cash flow position. 

13 1.1 si 11 cs s 1.1 cs c r i p t i on 
I’I’t- i s  a n  i\llcntown, I1a.-lxiscti cncrgy coiiip:iny tha t  o w n s  hoth icgtilat(:d and tinrcgiilatcci lwsincsscs. TIlc 
LJ.S.-hascd I cgulatud husincsscs consist o f  PI’I.ELJ, ,111 clcctricity t l i s t r i b i r i i on  conipany tor I .4 inillion customers in 

<.en t ra I ;i 11 d ciistci II L’c n n s yl v a  n iii . 0 t lic I. i,cgu la ictl I> ti sin cs2;cs. s tic Ii a s  a gas d i s t  ri h LI t i o n coni  pan y in  I’c n n s  7 I v‘i n ia, 
\VCIT divested in 2008. 

i)l)L iilio o w n s  l’P1. 1:nergy. a i  inicrriieciiat-c holding compni iy  tor hot11 rcgulatcti and itnregulatcd opcl;itions. .I hc 
rrgii1atcc.I opcrntions of- 1’1’1 Encigy ‘11 c hoiisctl tiriclcr PI’I. Clohal, wliicli piovitlcs electric delivery scrvicc in the  

U X .  IT1 C;lobal’s significant invcstmcnt is  in WI’L), ii lJ.l<.-bnscd electricity transmission ; id c l i s t r i h i i t i on  (’J&D) 
suhsi t l inry  providing scrvicc to 2.6 million u s u s .  WI’D cornpanics nccotinted f o r  27,700 GWIi of c l cc t r i c i t y  

ciclivcrics. In 2007, I’PL (;lolxil divcst-cd i t s  sigiiificnnt intcr-national inwsrmcncs in Ch i Ic  ;ind Bol iv ia foi n h o u t  $870 

niillion. 
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W l i i l c  1'l'L h;Iontnn;i i s  project h i a n c c c l  arid i t s  clclit is l ion-rczoiirsc to the p.iieiit, I'PL. h x  inanagccl I'i'L. h!loiitnnn 

cis p i t  of i ts  corc opcrnrions ,ind 1i;is pi -ov i t lcd a f i nanc in l  support  thr-oiigli t l ic ava i l nb i l i r y  of n !$ IO0 milliori line of 
crcdit. As a result, wc considcr a iiic;isiirc o f  parental si1ppoi.t in  . icldir ioi i  to I'PL M o n t a n a ' s  stnnd-nlonc crctlit 

pro  fi IC i ii dctcr m i n i ng th at- en ti t y ' s  <:red i t t ;L ti iigs. 

LZ LI s i iics s R is Ii IPr0 fi I e 
UntlcLr thc plan approved by d i e  I'I'UC: in 1998, 1'1'1 EU r c s t ~ ~ i ~ c t ~ ~ r c d  into an c l cc r r i c i t y  F&D coiiipans, with the 
geiicrarioii iisscrs housed unili:r YlJL bncrgy, a scpiratc iiiircgulatcd ;ittili;ite. 'The PPUC required PP1 E U  to opri ate 

;is t lw provitIei-ot-Iast-,rCsol.t (1'OL.Ii) supplier iintil 20 10, nith the LOSC of powci' passed through to Iiiteylaycrs. -io 
p r o v i d e  t i m e  to trmsition to markc t ,  the r t w w t u r i i i g  plan also required 1'1'1.. t.:ncrgy to enter 11 long-term supp ly  

3fr31lgelllC'nt to scrvc 1'1'1 1:"U's 1 ' 0 1 ~ 1 ~  loatl. 

1'PLEU's POLR obligation hitherto provided stability to cash flow through the end of 2009. 
I'I'L's husiness risk p r o f i l c  i s  large ly  prcdicatccl o n  PI'L h c r g ' s  Iws incss  risk p r o f i l e  hecause of tlic i lomin:ince of 

1'1)L t.?wgy's cash flow in t h e  pa! cnt ' s  ovcl-al l  cash f low.  1'1'1. h c r g y ' s  cash flow contribution h ~ i d  nvcrnged 70'% of  
I'I'L's ovcr r h r  past f ( w  yeiirs. \Wtl and i'P1 ECI nrc inclutlcd o n l y  JS equity iiivestmciirs in t h i s  c a l c d n t i o n .  

13ccnuse of t hc  full rcquirci-uents contract with I'I'LEIJ at capped priccs through 2009 (see tahlc 1 helow), 1'1'1. 
Energy cxpericnccd rc la t i vc l y  low vn r iah i l i t y  in cash flow. Thc I 'OLl i  coiitr;ict with I-'I'L,EU p r o v i d e d  the GcnCo 
with price ce r ta in t y  on iibotit 40,000 GWh, o r  tilwtit 70%, of i t s  cspcc tcd  cconon i i c  production o f  ahout 5 5,000 
(Wi. 'The low-opcrating risk, the long-.tcriii nntiirc o f  tlic stipply wiitwct, a n d  the GcnC;o's posirion 3 s  the 
inc t r i i ibcr i t  ut i l i ty  provider allowcd LIS to assign a "strong" htisiiicss r i sk  protilc to 1'1'1- b e t w e n  200 1 a n d  ,009. 

Table 1 

i 
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PPLXLJ’s native load still offcrs incunibent opportunity. 
1’1’1. Encrgy’s ciirrclit stintcgy is t o  enter into short- to iiiccliiini-ttriii IAock ~ O W X  contracts for- the o i q m  of i t s  

m c t c Ii a i i  t gcncra t i on. 1-1 o w  vci; \vi t 11 a ii I I iii I,c r o f fin a n c :  i a I i n s ti t ti t ion s \vi I 11 d r a w  i ng f r o  ni t h c power ma rk c ts, it ’ 5 
unlilcclv, o r  a t  hcst unclear, th:it PPI. Enci gy will hc ahlc  to continue Iicdgiiig i t s  generation tlir~ougli swaps/optioiis 
tr ; i i isnctions in L O  12 and heyoncl. 

I’I’I_EU’s l oad  s t i l l  offcrs Pl’L Energy tlic opportunit-y to Iictigi: its generation in load following 1:ontriicts. ‘T’lic rcsiilts 
of PPI  ELI’S 20 10 rcqticsc for proposal (1<1-1’) p i  iccs---six for H 5 0  M W  cach--l iavc dctcrminccl a f d l  rccliiircincnts price 
(see tiililc 2 )  avcraging nhotit $99 per  MWh: significantly Iiighci- than the itires enihecldcd i n  tlic crstwhilc I’OI.I< 
coiitrxt. To h c  &ir, tlicsc voltinics m e  not  contrnctctl with W L .  L:ncr,gy. Karhcr, WI .  Energy Plus ( t h e  iiiarkctiiig 

nrm of tlic PPI.. grotip) won sonic, hiit not a significant p i r t  o f  thc l<Fl’s in which other supply pcovido.s also 
participated. Yct, the results provitlc aiicctlot:i/ cvidcncc t h a t  1’1’1. Energy h a s  opportunities to licclge i t s  gcncrntion a t  

prices significaritly h i g h  than tlic $54 per X I W h  it ret:civd i u  2009. 

Table 2 

PPLElJ RFP solicitation outcomes 

2010 2010 2010 2010 2010 2010 2011 2011 201 1 Supply pcriod 

RFP (late July I ,  Oci I March 8. Scpt 8. I\/larch 9. Oci 9, 4ug E, Oct 9. Jan 10. 
2010 2010 m i 0  2010 2010 2010 2010 201 0 2010 
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f , i  oiii i i  c red i t  smndpoinr ,  tvc view hloclc s ~ l c s  ;is Icss r i s k y  t:onipiircJ wirh tiill recliiircnients ohligations bec.niise lond 
following coiirrxts ciiii res t i l t  in 1;ii gcr l i q u i d i t y  icqiiircniciits, slicitild prices f a l l  f r o i n  r l i c  prices coi1tr:icrcd. 
I2urtIicriiiorc, tlicsc c o i i t i x t s  cx’iposc’ 1’1’t. Energy’s maigins i o  mar l i e r  risks, including, btit n o t  l i n i i t c d  tu ,  l o d  
shaping.  t t i c l ,  nncl \ .o Iu i i ic  I islis. Not hacing r o  scrvicc load following ohl igat - ions in thc ciiriciit- ciivii-oiiiiictit is 

viewct. l  a s  f : i vo i : i l ~ l c~  I‘or instance, a l m o s t  1 I ‘ l i b  of I’I’LELJ’s n:itivc load i s  s t i r rc i i r ly  hopl?ing, s ign i f icant ly  t i p  tiwm 

t h c  stnblc .3‘%-4‘!41 l eve l  tliroiigli tlir tr:in.;irion pci iod whon c’t istoi i icrs p a i d  c o n s i c l c r ~ b l y  lower rrircs. 

Lingering regulatory uncertainty in Pcnnsylvania. 
Dcspitc c a s k s  of major r c g u l i i r o i ~ y  risks, I’I’L’s business profile i s  sonicwlint t c i i i pc rcd  by  tinccrr,iii iry i i l>o t i t  tlie 

fiiturc of conipctiti\ c iii;irksts in I ’ci insylvania. The l ’c i insylvanin legislrition :iiid tlic PITJC; have gcnrrally bccn 
suppor-tivc of dcrcgiilatioii, a n d  r l ierc  h a v e  hcen n o  s ign i f i can t  opposition r o  the t i a n s i t i o n  to 1ii;ii-kct-s o r  to tlic 

i n i p l cn i cn ra t i on  of iicw r i i tcs. Srill, r i sks  cotild arise it0111 tlic mcaiiingtul incrcasc in stistonier i a t c s  in 20 10 ovcr 
2009. 

I n  M a y  2007, I’PL EtJ i m x i v c c l  npprowl  from tlic I’I’tlC for sis r c g t i l a i ~ l y  sclictltiled I<Fl’s, w h i c h  \vei c hcld twicc ;I 
year in Mai.ch a n d  Scp tc i i i hc r  LOO7-LOO9, for i ts  LO 1 O I’OL.I< supply rcqtiii.ciix!iits. \<’e viewed the p1iasr:d IW’s as 

credit s i i l y x i i  r ive for I’I’LHJ a n d  PI’L Energy, :is ciich I< FI’ wotild estnhl ish a poi tion o t  rhc supply prices a n d  was 
crpcctccl to ni i t igacc the potential fo r  ii ra te  shock in  20 I O  hy b l e n d i n g  in supply prices ovcr t in ic .  Chnvcrscly, the 

tlircc-ycar proc t i r c i i i c i i r  pcriod s l s o  piocidctl PPI ,  ivith adcqt i i i tc  t i m e  to ntijust its cnpirnl strtlctt irc i f  supply prices 
li ;id tfecl i n  cd . 

T h e  It1 I’ supply prostircmcnt procccdcd on scliediilc and four ItFPs wcrc c:oniplctcd hc!forc t1w inipnct  of the 

ii i i  a nci ;i I c I i si s ii n d t Ii c c n  si i i ng (:con o m ic s I ow d ow n 11 ;I r iiic( I the powc r iii a rlt e t s. \V Ii o I csn le p o\vcr prices c1cc:l i ncd 
clram:itically conipnrcd to tlic 1-71 ices prevailing ;irotincI J u n e  2008, whcn m o s t  c o m m o d i t y  iiiiirliccs peaked. ‘T;ililc 
shows otir c;iIciil;itioiis of tlic hlsiictctl load following 121 i c i n g  in PPI. EU’s IiFl’s and nn cstimatc oi the pricing thar  
i ’ an  hc expcct(:d currenrly in t l i e  f o r w a r d  ninrkets. 

Table 3 

Full requirements price 2009(S/MWh) 2010 (S/MWh) 2010 (YO of total) Prevailing forward markets (S/MWh) 
A X  energy GO 67 50 

\/[I I I met r ic ii s k 4 3  5 4 

OtriiiclGiicI k Poor’-, I RatingsOirect on the Global Credit Portal I February 8, 2010 S 



-- 2009 2010 Year-over-year increase (%J- 

ISIMWh) 
Disrributiori 34 8 32 1 

Tra iw iss ion  7 5  54 
Eiiergy and capacity’ 54 3 99 i n  82 5 
CTC 108 

ITC 0 
STAS state taxes 0 0 

27 1 __ Total bill 107 5 136 6 
‘Ancillaries iiicluded iii eiieigy aiid capacity cliaigc+ Iflased oil six so l ic i t~ i f i~ns 
- 

liecognizing the regulatory risk posed hy a i x t c  slioik, in 2008, I’I’LECJ f i l ed  
i:i~ston~cis :I phasc-in plan to hlcrid inro higlicr ratcs in 201 O b y  making atltlitional payiiicnts during Octohcr LOO8 
tlii,ougli 2009. T h e  plan \ vas  a p p r o w d  b y  r l ic  I’I’LIC, which w e  bel icvc 1i;is rnitigatcd regulatory risks r o  an cstcnt :is 

i t rcwlts in rc lx ivc ly  moclcrate (.5‘%-8%) ;innti31 incrcnicnts to ~ t i s ton i c r  hills c l t i i  ins 2008-201 2, instcnd of n 
one-time insrcasc in LO IO. ?Is a 1.cs111t o f  suili dcfci-fa1 plans, w e  Iwlicvc tlic transition to markct prcsciits n 

(1 i ni i ti islictl p I,() 1x1 hi I i t y  of  ni ii j or :id v c i ’sc I cg i s la ti vc 

ra te smoothing plan that offcrs 

I cg i I In to r y o ti tcoiii I:S. 
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i t s  for \vaid snlcs. liiaiiitiiii i s  f u l l y  coiirr;im:d rhrotigli rlic 20 1 5-201 6 with more than i 0 wpplicrs. 1’1’1. Energy 
requires nhoti t  9 million tom of i o n 1  in the Ens t ,  split i i l ioti t  7.5 niillioii t o n s  t o r  the w h o l l y - o w n e d  hlontorir. arid 
81 tinncr Islund units and I I 5 million t o n s  for Kcys tonc  a n d  (hicriiaLigIi (wh ich  is procured b y  the opcrator, I<cliant 
Lmrgy) .  Lisru n co;il rcq~iircmcnr is al inosr  entirely hctlgcd for ?iJ I o  ;it l c \ d s  r l ia t  nwrch tip p o ~ ~ u  sales Iiecigcs 

throiigh 201 2, although csii i)stirc 10 c o a l  iiriwi increases after LO IO. ‘1 hc cornpan): mLiint:iiris stiong soiirc:ing 

availiiliility and c:onl i s  suppliccl f i o m  f ive diveisc regions and tliroiigli 12 cliffcrenr comrncts. In 2007, 1’1’1. Imergy 

a l s o  signcd ii t.ontract r l ia t  will provirle one-third ot its cLisi-crn coal rccltiiremcnt tlirough 20 I8 and pro\~itlc f u e l  
SLI ppl y s t a bi I i ty, 

Still, the percentage ol’ h t i p p l y  to wliolly-o\vncd plants :it f iwd  base pi ices has il~:clincil f iorn 100% in pnst yc.irs to 

about 9.3% in 2010 and is esl~ct:tccl t o  l i e  ;tbout just 28% and .5‘% for 201 I and 2012, rcspccti \cly. Thc rest will hc 
scibjcct to price collars (with a niasimuni pticc t o  limit cspostirc). Adtlitionnlly, there is  no ahility to Ii(:cigc a n y  costs 

~issoci~itctl with n e w  mining rcguLitions of mines, which arc nddctl to h3se pi ice. Owning to cxtrcnie volatility and a 
s h a r p  spike in  coal pi ices cliiririg L O O S ,  PI’L Energy’s co~it costs cxccctlcd estimates. W h i l e  coal prices have dccilincd 
f i o m  record highs. the company i c i i i a ins  csposcti to volatility in prices. 

Siipply ; i i i c I  pric,ing i n  rlic \Vest is not a significant risk as hoth Colstrip n n d  Corettc a r c  c i t l i c r  mint: niout l i  facilities 
or locatcci in close proximity to co;il supplies. Supply volumes arc also licclgcd to 

Operating performance has been satisfactory with some cxccptions. 
PPI1. Energy’s strategy iclics significantly on thc opcroting pc1 Formanw o f  its nicrihaiit gcnci a t i o n  assets, a s  

our-of-scrvicc t in i ts  cxposc I’PL., LincIgy to  opcii market purcliascs to rncct its contracttial ohligations. C:onscqiicntl~; 

t h e  company I ccliiircs consitlcrcible capital cspeni l i t t~rcs to enstire cf f ic icnt  and r c l i ~ ih l c  operation. 1)I’L Energy’s 
gcncr:ition assets liavc gcncrally dcmonstrntcd good ~.cli;il i i l ity and n\nilal,iIity, with t x l t i i v a l c n t  i i \~niI; iI i iI i ty of aborit 
90%. I.lowcvcr; in  ?ilOS, l’i’l., Energy espcricnccd lower coal plant ~iviiilahility dtic t o  the collapse of the 
suI>str ticttirc suri ountling the Xlontoiii IJnit I cooling t o \ vc i  and t u h t  leaks a r  BrLinner I s l a n d  from suprrlicatcr 
pcrfoimincc isst ics.  The MontoLir u n i t  1 cooling t tnver  sulxtriicttirc Iim since hcen replaced and the Brtinncr, 

st ipi :rhcatci~ project  w a s  r i l s o  accclcratcd and i:omplctc:d hy first half 2009. 

.i-Iic tlcct’s gcilci ation capacity has incl-cased n:odcstly. I n  J u l y  2OOS, PPI. Energy acqtiircd the 66 i IcI\V r\ tis 
Iroiiwootl toll in I’JM. I hc til st phasc of  nuclcai iipiiites a t  4usclt1c:hanna unit I \viis coiiiplctcd in 2008, while titiit 2 
uprntc of a h o u t  145 hIW w a s  coniplc!rcd iii ;?OOc). I-lo\vc\;cr, ~ l i c  fleer loscs  alxiiit 6 0  hl\Y’ from cler;iring nftcr the 
s c  i ti hhcrs ;i I c fti I I y i ri s ta I I c d . 

high level tliroiigh 20 12. 
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hasc that p tov i c l cs  i o r  r cLcn i i c  niid c a s h  flow itability. ;irid thcir p o s i t i o n s  as monopoly Llistrihtitoi-s of c1cctrit:it);. 

.\,largins Ii;ive i i i iproi cc? t l uc  t o  niai k c t  m h i l i t y ,  ionbistcnt grom~ili,  .ind tavorahlc  custoiiici mix.  

An csr;ihlished rcgularory cnviix)nmcrit tiii~lcrpiiis picclictahlc sash Ilows LIUI ing thc LOO.5-20 I O  icgiilarory pc%rioci. I n  
late 2004, the compinics  received a rauorahlc i'att: dctci mina t ion  ioi- t l i c  next  five-year rate < 

rece ive rcvcntic rccovt - r )  on k i  foimtila of "l<l)l i n i n t i s  XI':  RI'I i s  t l ic rctnil pricti indcx (.I nic; isuic of inflntion) a n t 1  
" X "  i s  n n  cfficicricy factor: Lil.;c 311 U.K tiistrilwrion network opcr'itoi s, ho\r.cvrr, \VPI) i s  ~:up~ i s~ ' : c t  to  thc i i s k  ot the 

I cgulatory r l v r  C V C I  y f i v c :  ycars. 'The rcgulatorv risk \vas tinder scoreti in the Ofiicc of G a s  and I!lcctricity k,I;ii kcts' 
( O I ~ G L M )  August EO09 initial proposals for. tlic LO IO-20 I S p w i o c f .  'Ilic proposed cost of capital i s  lower than that 
allowcd in otlici I ecent  rcgul;irory scttlcnicnts. I n  :iddirioii, the totkil cspcnditiirc allo\vanic is ;iIso Iowcr than 

rei1 ti cstccl in the c() ni pi n i 1:s ' ti 11 '1 I I> ti s i  ii css pl'i n s,  I I i i i i  p lcri 1 cn tc(/ a s  17 ro posed, t he t'cw t c o  ti Id Ii a i ni \ W D  s fi ii ancia I 
risk profile. 

lV1'D's opei ating pcrforniaiicc is solid, :is illustrmxi I q  the two opcrating conipnnics' oirrpcrtol-iii;incr of the kcp 
service rargcts in rhc la test  i,cgtilatory nssessincnt (August 2009) h y  OFCrt!bI. \\'PI)'s capital cspcnr1ittti.e \viis in linc 

with icgulatory targets in 2009. Desp i te  the favorahle rcgulatoi-y outcome so far, Wl'L3's financial nietriss nnc l  its 

subsidiaiics are expected to iciiiain low h u t  stnhlc. 1'1'1 ' s  stratogy i s  to receive dividends horn \YfI'L) wliilc provicling 

3 niinimnl  leve l  of support. 

1'1'1- Montana supplicd Nortli\Vcstern Inc. with 450 X l W  at a n  rivcriige of 532 per hIWh through , ] t i ly 2007. '1 he 
I~clow-m:irkct natt i rc o f  tlic c ( . ) i i t i ' x t  pavcd the w a y  for a n  csrension. \U i i l c  pricing f o r  t l ic  supply i s  i i iatei ia l ly  

higher a n d  star,tcd a t  about $35 per  MWIi and will inc ieasc to ahotit $ 5 . 3  pcr M\Vh  h y  2014, the voltinics unclcr 

contract  will be lower. IJndci tlic tcrni of thc contract, I'PL Montana is providing \wrying supply, f r o m  a high of. 

,325 hIW, on peak, in LO07, t iowri to LOO MLV on peak in 2014. Still, with thc Icvcrngcd IcLise tlot\rn to 52OO 
million, die lcvcl of debt supports P P L .  Montana's rnting (please scc full report on liatings1)ircit ptihlishctl Jdn. 26,  
20 IO). 

Profitability 
PI'L.'s piofitahiliry i s  Invgcly drivcri hy  the PPl. t ncIgy's supply portfolio's per Torniancc, which is projcctcd to  

increase to alxrur  S.j'%, ot z.iisIi f l o ~ v  after 7,O 10. 1'1'1. Encrgy i:ndeavors to ciisurc maigin and cash tlow st t ih i l i ty  b y  
critcring into s h o i  t-  to iiiteriii(!Cli:itc-tcrrii contr;icts for the espcc.t-cd otitpiit o f  i t s  plants, wliilc Iicdgirig ;1 laigc 
poi t i on  of i l i c  (:specred f i ic l  LO Iic I I S C ~ .  \!;e cxpcict LO I0 a n d  LO I I t o  h i i v c  r c ln t i vc l>  low v:irialiil ity liiit with 

inc:n:asing op(:n c s p o s t ~ r e  in 20 12, I < i s k s  ; i re significantly higlvir in 20 I 3 and hcyond hccatisc of potcntiiil i .a i  Iwn 
r isks. Tlic forwnrcl s t i  ip i s  not l i c l t i i c l  ;ind forward prices 'ire s t i l l  weak.  
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PPI. Energy's stilwicli:ir~y. I'PL Montana, Ie:iscs a iO'!o intcrcst i n  (':olsrr.ip tinits I and L :ind ,i ~ O ' L  intcrcst  iii t in i t  i 
tinder f o u r  36-)c;ir, iic~n-caiic:clInhlc opcrating Ic;iscs. Tlicsc opci  iitiiig lcascs a i c  n o t  rccordctl on PPI. L,ricrgy's 
hnlance shccr, nnJ :is a i-estllt, St:iiidnt-cl Cyr I'oor's capitalizes thcsc leases restilting in tlic addition of  ;ihoiit SZOO 
riiillion of off-11~ilan~c-slicer tlcht ce~uit,:ilciit. 

In adclition, in , lune 2OOS, 1'PL Encrf iy  Plus  agiccd to  ncqiiirc the 664 h1W AES I r o n w o o d  long-term tolling 
ngicciiicnt. \Vc impute a $32.5 million d e b t  rc:lorccl t o  rhis tolling agtccmcnt. 

Corporate govcrnance/Risk tolerancc/FinanciaI policies 
Stniiclarct & I'oor's v i c w s  I'PL's financial policy :is soiiicwhat nggrcssivc from a Ix)ndholtlci~'s perspective due to 

m;iiingcmcnt's ciiiphasis o n  sli;ircli(il~{cr rcrtirns in the rcccnt past. In 2007-2008, cicspitt its st ibstant ia l  capital 
cspcndirurc profirmi that rcsultcd i n  11 ncgativc ficc cnsl i  t l o ~ .  managcniciit chosc to i isc ;ihotit $71 i niillion of the 
$850 million in sulc procc 
capital spcndiiig to iitlclrcss cnvirciiimcntal iiccds necessitated the use of cstcrnnl tlcht financing. L',ecnusc o f  r l ie 
dccline in po\vcr prices, w e  do n o t  expect a n y  sliarc rcptircli;isc through the forecast period (20  Ii). 

Cash flow adequacy 
I n LOO 8 ,  I' I) L ' s f i  na n e .  i a I per fo r  ni  3 nce ;in d c:i sh f I ow gc n era ti ( ) n d ctc r io rcirccl f i (  )iii '1 coin IT i ria t i o n  ( ) f 
l i iglicr~-tlian-cspcctecl coal costs, iiiipact o n  cash flow from lower coal plant availnliility ~ L I C  t o  ii major outage Lit 

XTonrotir tubc Icaks at  13rtinncr Island, and from mark-to-moclcl l o s s  on proprietary ti ading, arid mnr-kctiiig l osses  

on f o r w n r c l  off-pcak enci-gy ptiicliascs for 2.009-20 12, 

\Vc cspcctcd financial riictrics to improve soiiicwhat in 2009 as thc issues nicntiontd nliovc \vcrc rcsolvecl hut did 
nc)t cspcct 'i significant iipwtird monicnttiin lxxaiisc rati's tvcrc still capped. With coal cost clcclining and thc: 

opcr:itional issues r-csolvccl, I'PL I s  (including 1'1'1 EIJ and  WP1) a s  equity invcstmcnts) aciitistctl €.I:(.) t o  clebt 
improved to alxxit 24.7% from nhotit 16% in ,008. \Whi le I'FC) to  tlcht has  improvctl, it rcmnins low c o n i p a d  c o  

tlic cxpcc:t~itioii of 3 0 % -  3.5'%: iiiciisiircs tliat arc i i i o r c  consibtcrir with rlic cornpiny's 1iusinc:ss I-isl; profilc of 
"sarisfactory". Yet, ratings w ~ r e  not ai'fccrctl hcciitisc tve cspcct ;i significant inipro.iciiiciit in tlic conipaiiy's 
financi,ils a s  it csii-s its c a p p a l  stippl) ti ansition pcriod. Oui nc:g.itibc oii t lo( ik  r-cflccts the wciik I:in~iici:iI iiicr~ ics. 

\upporting rhc fin:iiicial n i~~ i s t i i c s ,  howcvci, i s  tlic cYImt:itiori of :i iiiodcst ticc: cash t l o \ ~  p o s i t i v c  pcisition in LOOL) 
for PPI . .  

. f r o m  thc I..atiii Anicrican cl ivcst i t t i rcs for l>uying hack stock cvcii ;is thc increase in 
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1’1’1.. or-p. 

Sti l l ,  I’PL will nrcd to riiiinettvcr tlirougli potentially longer-tcl i n  dcp 
lcvcl of cash flow consistent w i t h  i ts  c tch t  1xticli.n t h a t  a l s o  al lows int 

.cd iiiai-lwt condir ioni;  nrid generate ii steady 
a l  funding o i  its i i i w s r i i i c n t  progrnm in A 

rvcs c r e d i t  cl i i i i l i ty. Altlioiigli tlic forwnrd ctirvc is in contango, recent arotind-the-clock prices in 

the P J M  have Ix?cn in die I o w B F C I  pet’ kt\Vli nrca for 20 1 I a n d  LO1 2, .ind lo\vcc than I’I’lL’s average hctlgccl pr ice of 
ahour $60 pcr MWIi (energy o n l y ) .  .tininre tha t  on an open FBIIL)A Iwsis, I’I’L’s gciivl-ation woultf malce  SL. I 
hillion - $1.2 hillion in gross mnrgiri in 20 12 hasccl on thc c u r r e n t  f o r w a r d  ctir’vo. Ycr, ~ I i o t i l d  priws i n o v c  tlown b y  
2 s t a n c l a d  dev i i i t i ons  ( it11 pcrrccntilc) w e  expect gross m a r g i n s  to dec l ine to $ I .S 5 billion - $ I .95 billion hccause of 
tlic csposurc o f  aho t i t  4.5% of tdic tlccc’s c:c.onomic gcncratioii to i i iarkct  p i  ices. 

Liquidity and liability nianngcment 
1’1’1,’s a h i l i t y  to bti t trcss pc r fo r rn i i ncc  in 2009 is most n o r a b l e  in i t s  l iq t t ic l i ty  ninnagcmciic. Bclo\v Lire sonic of tlic 

liquidit). cnliancing steps r;ikcn hy tl ic company :  

e I. iiiiiring of spcnding on rhc  Bcll Licnd projcct to the const1 ricrion a n d  o p e r a t i n g  license appl icac io i i  ((;Ot AS) 
r-clntccl costs. 

e T h e  rcttiiii of $.io0 million in t.oll:mral hcltl h y  1’1’1 L:U rclarins to the c x p i r a t i o n  of tlic l o n g - t e r m  coiitr;icr. 
e i-\ onc t i m e  d i v i d e n d  o f  $200 million f rom rlic i i f t c r  t ax  t.omplerion r rans i t i on  charges ( C ;  iy;) rcvcnucs recc ivcd hy 

I’I’L.EU cI 11 r i iig 2009. 
t) A $200 million distr ihtitioii rcccivcd f r o m  the recap i ta l i za t i on  o f  suhsidiai y WI’I)“ 

Sr:indartl & I’oor‘s v i c w  I’I’L’s i i nanc in l  t l c~x ib i l i t y  as  atlccltiatc tiuc to cxpccteci tlcht marur i t i cs  and avn i l ah l c  t:r-ctfir 

Fni i l i t ies. 1’1’1 I-nergy, c s c l u d i n g  \YTO, has  srrong l iqu id i ty ,  with $4. I 1 hilliori in c r c d i t  tacilitic%s, 6 3.2 h i l l i o r i  O F  
which iiinttiics Iwyond 201 I. As of Dcc 3 1 ,  2009, tlicrc w;is ahout 5947 million in l..OC:s nnt i  draws tiritlcr~ these 
faci l i t ics, leaving about $ 3 .  I 5  billion avai l i ib lc .  D c l ~  riiatur.itics a t  PPL. C’npital 1-uiiding and 1’11’1 Energy  sliotilcl 17c 

n ianagcab lc  o\‘cr r h r  next t c w  years, w i t h  o n l y  a $500 million ni i i tu r i ty  :it 1’1’1- Energy in 20 1 I nncl a h o i i t  $;?‘.3? 
inillion in LO I i. 
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Research Update: 

L corp .  
Cre 

We lowered our ratings an diversified 
its affiliates PPL Energy Supply (PPL 
(LKE) , Loi i i sv i l l e  Gas & Electric Co 
(KU) to ' B B B '  from 'BBB-1 . 

laced Chi 4 'n 
Aft e E  ̂ R ccp i sir i o 11 

energy company PPL Corp. (PPL) and 
Energy), LG&E and KU Energy LLC 
(LG&E), and Kentucky Utilities (70 .  

We lowered the rating on PPL subsidiary PPL Electric Utilities (PPLEU) to 
I B B B '  from I A - ' .  
At the same, time we placed all the I B B B '  ratings on Creditwatch with 
negative implications. 
The short-term ratings on Kentucky Utilities, Louisville Gas & Electric, 
and PPLEU are ' A - 3 I .  
The downgrades and Creditwatch listing follow PPL's proposed acquisition 
of E.ON UK's Central Networks West PLC (CNW) and Central Networks East 
PLC (CNE). 

's 
_i A/ Rating Action 

On March 2,  2011, Standard & Poor's Ratings Services lowered the corporate 
credit ratings on PPL Corp. (PPL) and its affiliates PPL Energy Supply (PPL 
Energy), LG&E and KU Energy LLC (LKE) , Louisville Gas & Electric Co. (LG&E) , 
and K,entucky Utilities Co. (KU) to ' B B B '  from ' B B B + '  and placed these ratings 
on Creditwatch with negative implications. We also lowered the rating on PPL 
subsidiary PPL Electric Utilities (PPLEU) to ' B B B '  from IA-'. The ratings 
actions follow PPL's planned acquisition of E.ON UK's Central Networks West 
PLC (CNW) and Central Networks East PLC (CNE), two distribution networks in 
the United Kingdom. The Creditwatch listing is directly related to the 
execution of the financing plan for the acquisition, which includes a 
commitment by the company for a substantial issuance of equity Resolution of 
the Creditwatch will depend an the ability of the carnpany to complete its 
financing activities carisistent with our expectations for the ' B B B '  ratings. 
Allentown, Pa. -hasea PPL has about: $12.7 billion of long-term debt, including 
$1.63 billion of junior subordinated notes. 

The Creditwatch listing wi 11 remain until demonstrated progress on the 
permanent financing plan has been executed in line with our expectations. The 
acquisition requires large permanent financing that has attendant execution 
risks, and we will monitoi PPL's ability to finalize this pernianent financing 
We coiild remove the Creditwatch listing and assign a stable outlook if 
Eiiiaricirig is ronsistent with our expectation We could lower the ratinys if 
PPL LS unable to fully execute 'ts permanent financing plan in a 

, 
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credit supportive manner consistent wit-h our expectations f o r  'BBB' ratings 

1< t i o nal c 
PPL's purchase price of E.ON UK's Central Networks uti1 ities includes the 
assunipLion of $ 8 0 0  million of public debt and cash of $ 5 . 6  billion (excluding 
related transaction expenses and fees) that will be funded through a 
combination of cash, common equity issuance at PPL, unsecured debt at CNW and 
CNE, and unsecured debt at an intermediate holding company (generically called 
UK Holdings) that will own CNW and CNE. In addition, PPI,  will issue equity 
units at PPL Capital Funding, which will likely receive high equity credit 
under o u r  rating criteria. This acquisition will raise PPL's regulated cash 
flows to approximately 75% from the current level of 60%. Before PPL bought 
the Kentucky utilities, its regulated cash flows comprised less than 30%. The 
ratings change reflects our revisions, in accordance with our criteria, of 
PPL's business risk profile to excellent from strong and the company's 
financial risk profile to aggressive from significant. 

Our revision of the business profile to excellent reflects the addition of 
fully regulated disti-ibution utilities that have credit-supportive U.K. 
regulation and no commodi.ty exposure, since power for retail customers is 
procured by nonaffiliated retail suppliers. 'The Central Networks utili.ti.es are 
contiguous to PPL's existing U.K. utilities. After the acquisition of CNE and 
CNW, we expect 1 J . K .  operations to be about 30% of PPL's consolidated cash 
flow. With this transaction, we are viewing all of PPL's utility assets as 
part of a consolidated entity, whereas previ.ously we considered o n l y  the 
quality of the utjli.ty's dividends to its parent. The stability of CNE and CNW 
along with existing uti.1i.ty assets in the U . K . ,  Kentucky, and Pennsylvania, 
whi.ch we assess as excellent., wi1.l more than offset the business risk profile, 
which we assess as satisfactory, of PPL Energy's merchant generation, 
resulting in an excellent business profile. We expect the merchant generation 
business to comprise less than 25% of pro forma consolidated cash flows. 

Our revision of the financial risk profile to aggressive ref1ect.s i.n part the 
company's financial policies toward acquisitions, including funding with 
aggressive levels of hybrid securities. Furthermore, due to the company's 
strategy to focus on fully regulated operations and also expand its t J " K  
presence, we are incorporating consolidated financial measures for PPL in our 
analysis. When reviewing the financial metrics, we are now including all cash 
flows and debt obligations from the U K. utilities and PPLEU in PPL's 
firiaric:ial measures. We expect consolidated financial measures, including 
ratios of debt to EBLTDA, funds from operations (PPO) to total debt:, and debt 
to capital, to range in the aggressive category of our financial risk profile 
Debt to EBITDA should range between 4x and 5x, while we expect the perceriLage 
of FFD to debt to be in !:he mid-teens. These measures will support ratings at 
the 'BBB' level on successful completion of L h e  permanent financing. 
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- 
Short-term credit factors 
Standard & Poor's currently views PPL's liquidity as st:rong under its 
corporate liqui-dity methodology, which categorizes liquidity in five standard 
descriptors. Our assessment of liquidity as strong supports PPL's 'BBB' issuer 
credit raEing Projected sources of liquidity--mainly operating cash flow and 
available bank lines-.-exceed projected uses--mainly necessary capital 
expeiiditures, debt maturities, and common dividends--by more than 1 . 5 ~ .  The 
ratio of sources over uses would be positive even after a 505 EBITDA decline. 
Additional factors that support the liquidity are PPL's ability to absorb 
high.impact, low-probability events with limited need for refinancing, its 
flexibility to lower capital spending, its sound bank relationships, its solid 
standing in credit markets, and its generally prudent risk management. 

C!-e c1 i t Wa t c h 
The Creditwatch listing will remain until demonstrated progress on the 
permanent financing plan has been executed in line with our expectations. The 
acquisition requires large permanent financing that has attendant execution 
risks, and we will monitor PPL's ability to finalize this permanent financing. 
We could remove the Creditwatch listing and assign a stable outlook if 
financing is consistent with our expectation. We could lower the ratings if 
PPL is unable to fully execute its permanent financing plan in a 
credit-supportive manner consistent with our  expectations for 'BBBI ratings. 

0 I1Crir;eria Methodology: Business Risk/Financial Risk Matrix Expanded," May 

0 " 2 0 0 8  Corporate Criteria: Analytical Methodology, '' Apri 1 15, 2008 
0 r t 2 0 0 8  Corporate Criteria: Ratios And Adjustments,1' April 15, 2008 

2 7 ,  2 0 0 9  

Ratings List 
Downgraded; Creditwatch Action 

PPL Corp. 
Corporate Credit Rating 

PPL Capital Funding Inc 
Senior Unsecured 
,Junior Subordinated 

PPI, Energy Supply LLC 
Corporate Credit Rating 
Senior Unsecured 

PPL Electric Utilities Corp 
Corporace Credit Rating 

To From 

BBB/Watch Neg/-- BBB+/Stable/-- 

RBB-/Watch Neg BBB 
BBc/Watch Neg BBB 

BBB/Watch Neg/ - BBB+/Stable/-- 
3BB/Watcqh Neg EBB+ 

BBB / W a t c h Neg / P. - 3 A - / S t ab 1 e /A - 2 

Srandnrtl CYC POOJ'S I RatingsDirect on the Global Credit Portal I March 7 7011 4 



Sen3 o r  Secured 
Recovery Rating 
Preference Stock 
Commerc 1 a1 Paper 

LG&E and KU Energy LLC 
Corporate Credit Rating 
Senior Unsecured 

Louisville Gas & Electric Co 
Corporate Credit Rating 
Senior Secured 
Recovery Rating 

Kentucky Utilities Co. 
Corporate Credit Rating 
Senior Secured 
Recovery Rating 

BBB+/Watch Neg 
i 

BB+/Watch Neg 
A-3/Watch Neg 

BBB/Watch Neg/ - 
BBB-/Watch Neg 

BBB/Watch Neg/ 
A-/Watch Neg 
1+  

BBB/Watch Neg/A-3 
A-/Watch Neg 
1+ 

A- 
1 
BDB 
A- 2 

BBB+/Stable/-- 
BBB 

BBB+/Stable/- 
A 
1 -1- 

BRB t/Stable/A- 2 
A 
1+ 

Complete ratings information is available to subscribers of RatingsDirect on 
the Global Credit Portal at www.globa1creditportal.com All ratings affected 
by this rating action can be found on Standard & Poor's public Web site at 

"" www.standarrlandpoors.com. Use the Ratings search box located in t h e  left 
1 column. 
I 
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Research Update: 

Overvicw 
0 We placed the 'BBB' corporate credit ratings on diversified energy 
company, PPL Corp. (PPL), and affiliate PPIJ Energy Supply LLC (PPL 
Energy) on Creditwatch with positive implications. 

LLC, the parent company of Kentucky Utilities Co. (KU) and Louisville Gas 
& Electric Co (LGE). 

Elect.ric Utilities (PPLEU) . 

Virginia, and Tennessee, and by the Federal Energy Regulatory Commission. 

0 The Creditwatch listing follows PPL's proposed acquisition of E.ON U.S. 

e We affirmed the 'A-I corporate credit rating on uti1it.y affiliate PPL 

e The transaction requires approvals by state regulators in Kentucky, 

Rating Action 
On April 28, 2010, Standard & Poor's Ratings Services placed its 'BBB' 
corporate credit ratings on PPL and affiliate PPL Energy on Creditwatch with 
positive implications following the planned acquisition of E.ON U.S. The 
Creditwatch listing indicates that we could either raise or affirm the ratings 
following the completion of our review At the same time, we are affirming the 
'A-I corporate credit ratings on PPLEU. The outlook on PPLEU is negative We 
are also affirming the 'BBB+' corporate credit ratings on KU and LGE (see 
separate research update) . 

Allentown, Pa.-based PPL has about $4.7 billion of long-term debt at the 
end of 2009, excluding debt at PPLEU and the Western Power Distrihution (WPD) 
group of companies I 

f 
i 

R at ion a1 e 
PPL will fund the all-cash $7.625 bil.lion (excluding $250 million in relat.ed 
transaction expenses/fees) acquisition through a combination of cash on hand, 
common equity issuance at PPI;, first-mortgage bonds at KU and LGE, and 
unsecured debt at Kentucky Holdings, KU' s intermediate holdi.ng company. In 
addition, PPL will issue equity units at PPL Capital Funding, which will 
likely receive high equity credit undei: our rating criteria. The enterprise 
value includes the assumption of $925 million of tax.exempt pollution control 
revenue bonds at KU and LGE. We consider the acquisition as large for the 
company, but note that the transact ion will include significant amount: of 
equit-y financing and utilize about $435 million of tax benefits. 

Our CretlitWatch 7 isting factors the inclusion of KU and LGE's business 
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risk profiles into PPL's portfolio. The acquisition would include these two 
fully regulated vertically-integrated electric utilities serving customers in 
Louisville and i tAs surrounding area. The sLrengths of these utilities include 
relatively predictable utility operations and associated cash flows, 
constructive regulatory environment, and competitive rates. The offsetting 
factor is the reliance on mostly all coal-fired generation, but the assers are 
up to date for current environmentaj requirements and have a significant 
proportion of future capital spending through 2014 approved in rates. 

The inclusion of the t,wo utilities businesses will rebalance PPL's 
portfolio towards a greater regulated mix. With regulated operations 
contributing 60%-65% of the overall cash flow after the acquisition compared 
with about 30% in 2009, the "excellent1' business risk profile of the utility 
businesses will more than offset the "satisfactorytt business risk profile of 
the generation business. This will result in a pro forma "strong" consolidated 
business risk profile. We expect consolidated debt to EBITDA and debt to 
capital ratios to range in the "significant" financial risk profile category. 
Projected FFO to debt at 23.5%-25% will likely support ratings at the higher 
end of the 'BBB' category on successful completion of the acquisition. 

financial risk profiles. Given the legal ring-fencing provisions in place, 
Standard & Poor's analyzes PPLEU and WPD as equity investments, with dividends 
to PPL as their primary contribution to the consolidated entity. The 
lower-risk dividends from these two companies, which contribute about 20% to 
PPL's cash flow, temper the merchant risk from PPL Energy. 

The expi,ration of PPLEU's long-term provider-of-last-resort (POLR) 

Current ratings on PPL predominantly reflect PPL Energy's business and 

b supply contract, which hitherto provided cash flow stability, has increased 
volatility of realized margins and PPL's liquidity requirements for 
collateral. As a result, PPL's and PPL Energy's business risk profiles are 
"satisfactory" compared with the "strong1' position that the company enjoyed 
under the nine-year POLR supply plan with PPLEU. While PPL's cash flow is 
expected to improve because the company has contracted much of its 2010 and 
2011 generation at price levels that are substantially higher than the capped 
prices in 2009, existing ratings also reflect a backwardated EBITDA profile 
and execution risks associated with PPL's ability to achieve stronger 
financial metrics and counter the higher business risk that will come 
attendant with its greater merchant exposure. 

Short-term credit factors 
Standard & Poor's views PPL's financial flexibility as adequate, in light of 
expected debt maturities and available credit facilities _. PPI, Energy, 
excluding WPD, has strong liquidity, with $4.11 billion in credit facilities, 
$3.2 billion of which matures beyond 2011. As of Dec. 31, 2009, there was 
about $947 million i.n LOCs and draws under these facilities, leaving about 
$ 3  15 billion available. Debt. maturities at PPL Capital Funding and PPL Energy 
should be manageable during the next few years, with only a $500 million 
maturity at PPL Energy in 2011 and about $735 million in 2013. 
Non-discretionary capital expenditure in 201.0 aggregates approximately $550 
million, which includes environmental expenditure at Brunner Island and 
replacement of components at Martin's Creek and Montour Still, discretionary 
spending at the hydro units at HolLwood and Montana (Project Rainbow) pro?ect 
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Resenrch Ilpdtrte: PPL.  Cor!). '131313' Credit Rati77g Placed Orz \Xlrrtch Positiiie Orr Plnmred Acqrrisitiorr OfE.ON 
U.S. L1.C 

could be substantial 

C re d i t Wa t c 11 
The Creditwatch listing will remain until transaction closing, with periodic 
updates. At financial close, we could raise the ratings on PPI,  and PPL Energy 
by one notch if financing is consistent with our expectation. However, 
material changes to the expected financial risk profile arid cash flow 
generation capability of the pro forma company could stem this upward 
momentum. The acquisition requires large permanent financing that has 
attendant execution risks We will monitor P P L ' s  ability to finalize permanent 
financing, which will also influence the Creditwatch listing. 

Criteria Methodology: Business Risk/Financial Risk Matrix Expanded 

Ratings List 

Ratings Affirmed; Creditwatch Action 
xi.; 

1 
J PPL Corp. 

PPL Energy Supply LLC 
Corporate Credit Rating 

PPL Capital Funding Inc 
Senior Unsecured 
Junior Subordinated 

PPL Capital Funding Trust 1 
Preference Stock 

PPL Energy Supply LLC 
Senior Unsecured 

Ratings Affirmed 

PPI, Electric Utilit-ies Corp 
Corporate Credit Rating 

PPL Capital T r \ J S t  
Preferred Stock 

PPLl Electric Uti i i  ties Corp 
Senior Secured 

To From 

BBB/Watch P o s / - -  BBB/Negative/-- 

BBB-/Watch P o s  BBB - 
BB+/Watch Pos  BBi- 

BB+/Watch P o s  BBt 

BBB/Watch P o s  BBB 

A. /Neqat ive/A-2 

BBB 

A- 

5rnn t l a rd  & Poor's i RatingsDirect on the Global Credit Portal i April 28. 2010 4 



Research 1Jpdtzte: PPL Corp. '13BB' C,redit Rnliiig Placed 0 1 7  \Vtztch Positive On Plaiitied Acqiitsition Of E.  ON 
1J.S. L,l C 

Recovery Rating 
Preferred Stock 
Preference Stock 
Commercia 1 Paper 

1 
BBB 
BBB 
A- 2 

Complete ratings information is available to RatingsDirect on the Global 
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Sw mina ry : 

PPL Corp. 
28JUl-2010 

Credit Rating: BBBNVatch PoslNR 

Ration a le 
Standard & Poor's 'BBB' corporate credit ratings on PPL and affiliate PPL Energy are on Creditwatch with positive 
implications following the planned acquisition of E.ON U S. LLC The Creditwatch listing indicates that we could either 
raise or affirm the ratings after we complete our review. 

Allentown, Pa.-based PPL had about $4.7 billion of long-term debt at the end of 2009, excluding debt at PPL Electric 
Utilities Corp. (PPLEU) and the Western Power Distribution (WPD) group of companies.. 

When PPL announced the E ON transaction in April 2010, it had proposed to fund the all-cash $7 625 billion (excluding 
$250 million in related transaction expenseslfees) acquisition through a combination of cash on hand, common equity 
issuance at PPL, first-rnortgage bonds at Kentucky Utilities Co. (KU) and Louisville Gas & Electric Co. (LGE), unsecured 
debt at Kentucky Holdings, and issuance of equity units at PPL Capital Funding PPL will issue equity units at PPL 
'spital Funding These units will receive high equity credit under our rating criteria. The enterprise value also includes 

-_ assumption of $925 million of tax-exempt pollution control revenue bonds at KU and LGE. We consider the 
acquisition as large for the company, but note that the transaction includes a significant amount of equity financing and 
has about $435 million of tax benefits. 

In June 2010, PPL successfully raised about $2.4 billion of common equity and placed $1.12 billion worth of equity units 
We view PPL's ability to raise almost $3 5 billion in equity and equity-like funds to partly finance the acquisition as 
supportive of credit quality. 

Our Creditwatch listing factors the inclusion of KU and LGE's business risk profiles into PPL's portfolio. The acquisition 
would include these two fully regulated vertically-integrated electric utilities serving customers in Louisville and its 
surrounding area. The strengths of these utilities include relatively predictable utility operations and associated cash 
flows, a constructive regulatory environment, and competitive rates. The offsetting factor is the reliance on mostly all 
coal-fired generation, but the assets are up to date for current environmental requirements and have a significant 
proportion of future capital spending through 2014 approved in rates. 

The inclusion of the two utilities businesses will rebalance PPL's portfolio toward a greater regulated mix With regulated 
operations contributing 60% to 65% of the overall cash flow after the acquisition compared with about 30% in 2009, the 
"excellent" business risk profile of the utility businesses will more than offset the "satisfactory" business risk profile of the 
generation business This will result in a pro forma "strong" consolidated business risk profile We expect consolidated 
debt to EBITDA and debt to capital ratios to range in the "significant" financial risk profile category Projected funds from 
operations (FFO) to debt at 23 5% to 25% will likely support ratings at the higher end of the 'BBB' category on successful 
completion of the acquisition 

I 

L has made a host of commitments to the Kentucky Public Service Commission (PSC), including agreeing to retain 
,lie LGE/KlJ headquarters in Louisville for another 15 years, promising no merger-related job cuts and agreeing to keep 
the utilities' current management Still, we believe that the transaction has risks While PPL has asserted that the 



Page 2 of 3 
transaction is not predicated on merger synergies, the PSC has asked the company to explain why it has not undertaken 
a detailed analysis of potential merger synergies The PSC is also exploring whether PPL's operations in Pennsylvania 

:poses KU to market risks associated with operating in restructured electricity markets Hearings on the merger are 
scheduled in September 2010 and a final order expected by late September We also note that LGE and KU have 

related rate cases pending with the PSC 

Current ratings on PPL. mostly reflect PPL Energy's business and financial risk profiles Given the legal ring-fencing 
provisions in place, Standard & Poor's analyzes PPLEU and WPD as equity investments, with dividends to PPL as their 
primary contribution to the consolidated entity. The lower-risk dividends from these two companies, which contribute 
about 20% to PPL's cash flow, temper the merchant risk from PPL Energy. 

The expiration of PPLEU's long-term provider-of-last-resort (POLR) supply contract, which hitherto provided cash flow 
stability, has increased volatility of realized margins and PPL's liquidity requirements for collateral. As a result, PPL's and 
PPL Energy's business risk profiles are "satisfactory" compared with the "strong" position that the company enjoyed 
under the nine-year POLR supply plan with PPLEU. While PPL's cash flow is expected to improve because the company 
has contracted much of its 2010 and 2011 generation at price levels that are substantially higher than the capped prices 
in 2009, existing ratings also reflect a backwardated EBITDA profile and execution risks associated with PPL's ability to 
achieve stronger financial metrics and counter the higher business risk that will come attendant with its greater merchant 
exposure. 

Short-term credit factors 
Standard & Poor's views PPL's financial flexibility as adequate, in light of expected debt maturities and available credit 
facilities. PPL Energy, excluding WPD, has strong liquidity, with $4.1 1 billion in credit facilities, $3.2 billion of which 
matures beyond 201 1. As of Dec. 31, 2009, there was about $947 million in letters of credit and draws under these 
facilities, leaving about $3.15 billion available. Debt maturities at PPL Capital Funding and PPL Energy should be 
manageable during the next few years, with only a $500 million maturity at PPL Energy in 2011 and about $735 million in 
y 3 
<,I 

&9 

Nondiscretionary capital expenditures in 201 0 total about $550 million, which includes environmental spending at the 
Brunner Island plant and replacement of components at the Martin's Creek and Montour plants. Still, discretionary 
spending at the hydro units at Holtwood and Montana (Project Rainbow) project could be substantial 

C reditWa tc h 
The Creditwatch listing will remain until the transaction closes, with periodic updates. At financial close, we could raise 
the ratings on PPL and PPL Energy by one notch. However, material changes to the cash flow generation capability of 
the pro forma company or its expected financial risk profile could stem this upward momentum. 

Related Criteria And Research 
Criteria Methodology: Business RisltlFinancial Risk Matrix Expanded, published May 27, 2009 
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(I"lcludingt'without limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if 
advised of the possibility of such damages 
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Research Update: 

4 And Off PL corp. Upgra 1 

Creditwatch On ected Closing Of E.ON 
Acquisition 

Overview 
e We resolved the Creditwatch listing on diversified energy company PPL 
Corp. and affiliate PPL Energy Supply LLC (PPL Energy! on the expected 
Nov 1, 2010, acquisition of E ON U.S. LLC and its utility subsidiaries, 
Louisville Gas & Electric Co. (LG&E) and Kentucky Utilities Co. (KTJ), for 
$7.625 billion. 

* We are upgrading PPL and PPL Energy to 'BBB+' from 'BBB' to reflect the 
pro forma consolidated company's expected stronger credit profile due to 
a reconfigured business strategy that we expect will garner at least 
two-thirds of the projected operating cash flows from fully regulated 
utilities. The outlooks are stable. 
We are revising the outlook on utility affiliate PPL Electric Utilities 
(PPLEU) to stable from negative and affirming the 'A-' corporate credit 
rating. 

e We are affirming the 'BBB+' corporate credit ratings on E.ON, LG&E, and 
KU. The outlooks are stable 

* We are raising the issue rating to 'A/A-2' from 'BBB+' and assigning a 
'I+' recovery rating on LG&E's approximately $575 million of outstanding 
tax-exempt pollution control bonds to reflect the addition of first 
mortgage bonds as collateral and their secured status. 

Rating Action 
On Oct. 27, 2010, Standard & Poor's Ratings Services raised the corporate 
credit ratings on PPL and PPL Energy to 'BBBt' from 'BBB'. At the same time, 
we removed the ratings from Creditwatch with positive implications, where we 
put them on April 28, 2010, following the acquisition announcement. The 
outlooks are stable. We affirmed the 'A-' rating on PPLEU and revised the 
outlook to stable from negative. In addition, we affirmed the  'BBB+' ratings 
on LG&E and KU, and t.heir parent, E.ON U.S. The out-.looks are stable. Also, we 
raised the ratings on LG&E's approximately $575 million of tax--exempt 
pollution control revenue bonds to 'A' from 'BBB+' to reflect the addition of 
first mortgage bonds as collateral for the duration of the bonds. For these 
newly collateralized bonds, we are assigning a recovery rating of 'l+', 
reflecting our highest expectation of full recovery of principal (100% 
recovery) in a default scenari.0. Fol.lowing the closi.ng of acquisition, E ON 
U.S. will change its name to LG&E and KU Energy LLC. 

consolidated company following the acquisition closing. The inclusion of 
regulated LG&E and KU inLo the PPL portfolio is expected to contribute at 

The  upgrade reflects our opinion of an improved credit profile of the 

Standard  & I'OOI'S I RatingsDirect on the Global Credit Portal I October 27. 2010 2 
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Research Update: P P l  Corp. Upgraded To 'BBB+'  And Off CtcdztWatch On F s p c t e d  Closmg Of E.ON 
Acqrrrsrtroiz 

least two-thirds of overall operating cash flow compared with existing 
majority of cash flow coming from unregulated operations. In our opinion, the 
excellent business risk profiles of the regulated utilities will more than 
offset PPL, Energy's satisfactory business risk profile. This results in a pro 
forma strong consolidated business risk profile. We expect consolidated debt 
to EBITDA and debt to capital ratios to range in the significant financial 
risk profile category 

Rationale 
For the $6.7 billion cash portion of the $7.625 billion acquisition (excluding 
$250 million in related transaction expenses/fees), PPL will use cash on hand, 
approximately $2 billion of LG&E and KU debt, and $800-$900 million of senior 
unsecured debt at LG&E and KII Energy LLC (intermediate holding company) that 
will ultimately be issued. In order to complete the acquisition, PPL will draw 
down its PPL Energy credit facility by about $ 3  billion after which it is 
expected to conduct permanent financing that wi.11 be used to repay the 
short-term outstanding debt. PPL has also issued $2.4 billion of common equity 
and PPL Capital Funding issued $1.1 billion of equity units that receive high 
equity credi.t under our rating criteria. 

excluding debt at PPLEU and the Western Power Distribution (WPD) group of 
companies. Excluding PPLEU and WPD debt, pro forma PPL debt is expected to be 
about $9 billion. 

LG&E and KU are fully regulated vertically-integrated elect.ric utilities 
serving customers in Louisville and its surrounding area. The strengths of 
these utilities include relatively predictable utility operations and 
associated cash flows, constructive regulatory environment, and competitive 
rates. The offsetting factor is the reliance on a fleet of mostly coal-fired 
generation, but the assets are up to date for current environmental 
requirements and have a significant proportion of future capital spending 
through 2014 approved in rates. 

provider-of-last-resort (POLR) supply contract, which hitherto provided cash 
flow stability, has increased volatility of realized margins and liquidity 
requirements for collateral. While PPL Energy's cash flow is expected to 
improve because it has contracted much of its 2010 and 2011 generation at 
substantially higher prices than in 2009, Ratings also reflect a 
backward-dated EBITDA profile and execution risks associated with PPL Energy's 
ability to achieve stronger financial met.rics and count.er the higher business 
risk that will come attendant with its greater merchant exposure. Market 
fundament.als also have weakened. The expected tiyht.ening of reserve margins in 
the PJM Interconnection has not materialized because of the economic slowdown. 
Some drop in demand has depressed RPM prices (rest of RTO price) as well as 
auctions/RFPs of neighboring utilities (FirstEnergy, Allegheny). We consider 
PPL's financial risk profile to be significant, with adjusted financial 
measures expected to be in line for the rating. We expect that financial 
measures will continue at current 1evel.s as full cost recovery foll.owing the 
acquisition. We expect consolidated debt to EBITDA and debt to capital ratios 

Allentown, Pa.-based PPL has about $4.7 billion of long-term debt 

For PPL Energy, the expiration of PPLEU's long-term 
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to range 111 the significant financial risk profile category. Projected FFO to 
debt in the 22%-23% range is expected to support ratings at the highei end of 
the 'BBB' category. 

Short-term credit factors 
The short-term rating on PPL and affiliates is 'A-2'. Standard & Poor's views 
PPL's liquidity as strong under its corporate liquidity methodology, which 
categorizes liquidity in five standard descriptors. Projected sources of 
liquidity, mainly operating cash flow and available bank lines, exceed 
projected uses, mainly necessary capital expenditures, debt maturities, and 
common dividends, by more than 1 . 5 ~ .  Sources over uses would be positive even 
after a 50% EBITDA decline. Additional factors that support the liquidity are 
PPL's ability to absorb high-impact, low-probability events with limited need 
for refinancing, its flexibility to lower capital spending, its sound bank 
relationships, its solid standing in credit markets, and generally prudent 
risk management. We will assess the pro forma liquidity of newly combined 
company once bank credit facilities and other short-term financing have been 
finalized. 

Outlook 
The stable outlook on PPL and its subsidiaries, and those of LG&E and KU, 
reflect our expectation that management will maintain a strong business 
profile by focusing on its regulated utilities and not increase unregulated 
operations beyond current levels. The outlook also reflects expectations that 
cash flow protection and debt leverage measures will be in line for the 
rating. Specifically, our baseline forecast includes FFO to total debt of 
about 2 3 % ,  debt to EBITDA under 4x, and debt leverage to total capital of 
about 52%, consistent with our expectations for the 'BBB+' rating Given the 
company's mostly regulated focus, we expect that PPL will avoid any meaningful 
rise in business risk by reaching constructive regulatory outcomes and not 
expand its unregulated operations. We could lower the ratings if unregulated 
cash flow expectations lag due to weaker demand for power in the PJM market or 
forecasted financial measures are not sustained at expected levels. Although 
unlikely over the intermediate term, we could raise ratings if the business 
risk profile moves further towards excellent and financial measures exceed our 
base line forecast on a consistent basis, including PFO to total debt in 
excess of 23%, debt to EBITDA below 4x, and debt to total capital around 50%. 

Related Criteria A n d  Research 
* 2008 Corporate Criteria: Analytical Methodology 
* Criteria Merhodology: Business Risk/Financial Risk Matrix Expanded 
0 2008 Corporate Criteria: Ratios And Adjustments 
m Methodology And Assumptions: Standard & Poor's Standardizes Liquidity 
Descriptors For Global Corporate Issuers 

Standard 8( Poor's I RatingsDirect on the Global Credit Portal I flolober 27, 2010 4 



Research Update: P P L  Corp. Upginded To 'BBU+' Arid Off CredrtWatch On Expected Closrng Of E.ON 
Acqirisrtrorz 

Ratings List 

Upgraded; CreditWatch/Outlook Action 
To From 

PPL Corp. 
PPL Energy Supply LLC 
Corporate Credit Rating 

PPL Capital Funding Inc 
Senior Unsecured 
Junior Subordinated 

PPL Capital Funding Trust L 
Preference Stock 

PPL Energy Supply LLC 
Senior Unsecured 

Ratings Affirmed/Outlook Action 

PPL Electric Utilities Corp 
Corporate Credit Rating 
Senior Secured 

Preference Stock 
Commercial Paper 

Recovery Rat.ing 

BBB+/Stable/-- BBB/Watch Pos/-- 

BBB 
BBB - 

BBB-/Watch Pos 
BB+/Watch Pos 

BBB - BB+/Watch Pos 

BBB+ 

A-/Stable/A-2 
A- 
1 
BBB 
A-2 

BBB/Watch Pos 

Ratings Affirmed 

E.ON U.S. LLC 
Louisville Gas & Electric Co. 
Kentucky Utilities Co. 
Corporate credit rating BBB+/Stable/-- 

Upgraded To From 

Louisville Gas & Electric Co. 
$575M tax-exempt pollution control bonds 

A/A. 2 BBB 

Rating Assigned 

A-/Negative/A-2 

Louisville Gas & Electric Po 
Recovery rat i ng 1+ 
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Complete ratings information is available to KatingsDirect subscribers on the 
Global Credit Portal at www globalereditportal.com and RatingsDirect 
subscribers at www.ratingsdirect.com. All ratings affected by this rating 
action can be found on St-andard & Poor's public Web site at 
www.standardandpoors.com. Use the Ratings search box located in the left 
column. 
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Major Rating 'Factors 
Strengths: 
o Regulated utilities produce recurring operating cash flow; 
e L.ow-cost coal and nuclear generation; 
0 Operating diversity i n  merchant generation fleet; and, 
0 Merchant generation has been contributing stable cash flow due to hedging 

activities. 

BBBt/Stable/NR 

Wcaknesses: 
e More than one-third of consolidated cash flow fmm riskier unregulated operations; 
0 Exposwe to potentially stricter environmental standards, especially regarding carbon dioxide; and 
e Cash flow eiosion from lower power prices. 

Ration ale 
The ratings on PPL Corporation reflect rhe regulated cash flows of vertically integrated utility subsidiaries ICentucky 
Utilities Co. (ICIJ) and L.ouisville Gas S: Electi,ic Co. (L.G&E), along with dividend payments from PPI.. Electric 
Utilities Corp. (PPL.EIJ) and Western Power Distribution Holdings Ltd. (WPD), both of which we, for our analysis, 
consider as equity investments of PPL. When determining PPL's credit quality, we consider the predictability of 
PPLEU's and LVPD's dividend contributions ro PPL. since the utilities are considered to be insulated from the rest of 
PPL through structural enhancements that restrict, to some extent, the utilities' business and financial activities. In 
conjunction with these regulated cash flows is the higher business risk of unregulated generation owned through 
PPL Energy Supply L,LC (PPL. Energy). After incorporating these various affiliates, we consider PPL's business risk 
profile ro be 'strong'. Allentown, Pa.-based PPL has about $9 billion of long-term debt excluding that of WPD and 
PPLXIJ. 

I'PL's strong business risk profile reflects 'excellent' business risk profiles for the vertically integrated utilities KU 
and L.G&E, and electric T&D utility PPL.EU and WPD's electric distribution utilities. PPI, Energy's business risk 
prolile is considered 'satisfactory', rcflccting the merchant status of the geneiation portfolio. L.G&E and KU,  
subsidiaries of PPL's intermediate holding company LG&E and KIJ Energy L L C ,  serve electric and n a t u r a l  gas 
ciistoniers scattered throughout Kentucky, including Louisville and L.exington. The  strengths of these utilities include 
relatively piedictable utility operations with steady cash flows, constructive cost recovcry, and relatively low rates 
dcrived froin low-cost coal-fired generation. Although generation is mostly coal-fired, the plants mect current 
envii-onmental requirements and have a significant amount of capital spending through 20 I 4  tha t  should be 
recoverable through rates. PPLEU is a low-risk regulated electric T&D utility that serves about 1.4 million 
customers in central and eastern Pennsylvania. Residential a n d  commercial customers comprise about 80% of the 
utility's sales. PPLEIJ's credit profile henefits from an automatic at~justmcnt mechanism for recovery of fu ture  
transrnission-relatecl costs and a rate Iider tha t  provides for the pass through of poivei costs to ratepayel's outside a 
base rate proceeding. The fuiure of comperitive power markets in Pennsylvania continues to temper the utility's 
business profile. PPL,E.lJ's insulation does nor  isolate i t  from I'PL's credit quality, and lower r,atings on PP1.. coulcl 
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result in lower ratings on PPLEU. WPL) is a linited I<ingcioni-based holding company that serves 2.6 i n i l l i o n  
cusroniers t h i  ough electric disti.ibution subsidiaries \Vestern Power Distribution (South \Vest) PL.C and \X'estern 
Power Distt,ibution (South \Vales) 1'L.C. 

PPL E.nergy is the intermediate holding company for \VPD and roughly 1 1,500 MW of unregulated generation that 
consists of well-located low.-cost nuclear and coal plants. With the expiration at  the end of 2009 of a long-term 
supply contract with affiliate PPL.E.I.J, PPL E,nergy's cash flow is expccred t o  improve since most of its 2010 and 
201 'I generation is iintler contract at substantially higher prices. I-iowever; there is increased margin volatility and 
greater collateral requireinenrs that require more liquidity. Credit quality is negatively affected from lingering 
uncertainty surrounding the competitive generation market in  Pennsylvania. Potential systemic negative drivers 
include low natural gas prices that wo~ild affect the dark spread berween coal and natural gas fired generation assets 
and a significantly more restrictive environmental standard than currently expected. We consider PPL's financial risk 
profile to be 'significant' and expect adjusted financial measiires to be in line for the rating. For our forecasts of PPL, 
we consider PI'L.EU and WPD as equity investments and remove all their outstanding debt when we deconsolidate 
these two affiliates from PPL.. Projcctcd funds from operation (FFO) to debt in the 22%-23% range and debt to 
total capital of about .SZ% would support ratings at  the higher end of the 'BBB' category. Projected debt to EBITDA 
around 4x would further supporr the rating. Projected free operating cash flow is expected to be positive, but with 
net cash flow (FFO less dividends) projected to  be less than capital spending levels, external financing would be 
necessary. FFO inrerest coverage is projected to exceed .Sx. 

Short-term credit factors 
Standard eC. Poor's  views PPL's liquidity as 'strong' under its corporate liquidity methodology, which categorizes 
liquidity in five standard descriptors. 'Strong' liquidiry supports PPL's 'BBB+' issuer credit rating. Projected sources 
of liquidity, mainly operating cash flow and available bank lines, exceed projected uses, mainly necessary capital 
expenditures, debt maturities, and common dividends, by inore than 1 .Sx. Sources over uses would be positive even 
after a .SO% EBITDA decline. Additional factors that support the liquidity are PPL's ahility to absorb high-impact, 
low-probability events with limiced need for refinancing, its flexibility to lower capital spending, its sound bank 
relationships, its solid standing in  credit markets, and generally prudent risk management. Debt maturities a t  PPL's 
funding enrity PPL Capital Funcling and PPL Energy should be manageable during the next few years, with a $500 
million maturity a t  PPL. Energy in 201 I and about $735 inillion in 2013. For PPLEU, the only significant maturity 
through 2014 is a $400 inillion issuance due in 2013. 

The stable outloolc on PPI.. and its alfiliates reflect our expecr;~tion that management will maintain a s t r o n g  business 
profile by focusing on its regulated titilities and not increasing iiriregtllaretl operarions beyond curwi t  levels. The 
outlook also reflects expectations t h a r  cash flow protection and debt leverage meastires will be i n  line for [lie rating. 
Specifically, o u r  baseline forecast inCllItk5 F F O  to rota1 debt of about 23%, deb\ t o  EBITDA under 4s, and debt 
leverage to total capital of aboi~t  S2%, c.onsistent with C I L I I .  expectations lor the ' B B B t '  rating. Given the company's 
mostly regulated focus, w e  expect t h a t  I'PL will avoid a n y  meaningful rise in business risk by reaching constructive 
regulatory outcomes and not expanding its unregulated operations. \Ye could lowei, the I atings i f  unregulated cash 
flow expectations lag due to weakcr clemand for power in  the PJM inarket, or forecasted financial rneasures a r e  nor 
sustainable a t  expected levels. Although unlikely over the irirerrnetliate term, we could i aise i atings i f  the business 
r+sk profile is considei ed 'excellent' and financial measures exceed our base line forecast on a consistent basis, 
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includiiig IT0 to tom1 debt 111 ex1 ess ot 2 3%,  deht to EBITDA helow 4u,  arid debt to t o t ~ l  capital around io% 
Table 1. 

Industry Sector: Energy 

Rating as of  Nov 8 ,2010 
- PPL Corp. Allegheny Energy Inc. FirstEnergy Corp. Public Service Enterprise Group Inc. 

BBBi/StabIe/-- BBB-/Stable/-- BBB-/Stable/-- RBB/Stable/A 2 - 
--Averase of past three fiscal years-- 

Revenues 3,174 5 3,260 6 13,095 3 12,061 4 

Net  income from cont oper 351 1 400 2 1,2190 1.380 4 

Funds iron1 operations (FFO) 992 0 793 3 2,506 1 2,231 4 

1,599 3 Capital expenditures 999 8 976 9 2,652 6 

Cash and short-term investments 464 7 302 5 5 1 6 0  337 4 
- 

Debt 4,834 9 4,288 6 16,572 5 8,389 1 

Preferred stock 250 0 0 0  0 0  80 0 
7 ,7198 Equity 2,758 6 2,844 1 8,605 7 

Debt and equity 7,593 5 7,132 7 25,178 2 16,108 8 

Adjusted ratios 
EBlT interest coverage (x) 2 8  3 2  2 5  5 8  

~ _ _ _ _ _ _ _ _ _ 1 _ _ _ _ _ 1 _ _ _  

---__I___ ___ 
-- 

FFO ini  cov (XI 4 8  3 8  3 1  5 4  

26 6 FFO/debt (%) 20 5 18 5 15 1 

%& Discretionary cash flow/debt (YO) (7 9) (6 6) 15 4) 0 6  

Net  cash flow / c a w x  (%) 48 6 73 4 69 9 99 5 

- - 

Total debt/debt plus equity (%) 63 7 60 1 65 8 52 1 

Return on common equity (%) 11 8 13 7 13 2 1 8 6  

Common dividend payout ratio (un-adj j I%) 139 7 19 0 53 5 46 5 

“Fully adjusted [including postretirement obligations) 
- -- 

Table 2. 

Industry Sector: Energy 

--Fiscal year ended Dec. 31- 

_I 2009 2008 2007 2006 2005 
BBB/Negative/-- BBBIStabIel- BBB/Stable/-- BBR/Stable/-- BBB/Siable/- ~- .- I 

Rating history 

- -.__ 
(Mil. $) 

2 298 9 Revenues 

Net income froni continiriiiq oprrarions 30 2 466 3 556 7 436 5 316 1 
-- 3,548 2 3,787 6 2.187 7 2,847 6 

-__. -__.--__ 

Funds from operations (FFO) 1,274 7 720 8 980 4 913 7 699 6 

Capital expenditures 704 8 1,2602 1,034 2 781 9 449 4 ~ _ -  
Cash and short-term investments 311 3 765 4 317 5 800 6 254 I 
flebi 5 1 1 0 2  5.572 6 3,822 0 3,469 8 3 670 1 

__- - - ~  

Preferred stack 250 0 250 0 250 0 0 0 
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Debt arid equity 7,905 6 8,299 2 6 495 8 6,372 8 5,987 4 

~~ -____ Adjusted ratios 
EBIT interest coverage (x) 1 2  3 5  3 0  3 6  7 5  
FFO int cov (x) 5 9  3 6  5 0  4 8  4 5  

__l____l__ ______I___ 

FFR/debt 1%) 24 9 12 9 25 7 26 3 19 1 

11 0) Discretionary cash i low/debt ( % I  10 u (18 1) (17 1) (4 0) 
105 1 16 9 48 E 64 5 99 0 Net  Cash Flow / Capex (%I  

Debt/debt and equity i%) 64 0 67 1 58 E 54 4 61 3 

___ 

- 

Return on common equity (%) ro 5) 16 E 19 1 158  13 1 

Common dividend payout ratio (un-adj ) 1%) 1,723 7 1053 82 5 93 7 a 
'Fully adjusted (including postrelirement obligations) 

Table 3. 

--Fiscal year ended Dec. 31,2009- 

- PPL Corp. reported amounts 

Operating Operating Operating 
income income income Cash flow Cash flow 

Shareholders' (before (before (after Interest from from Dividends Capital 
Debt equity D&A) D a n )  D&A) expense operations operations paid expenditures 

Reported 4,190 5 4583 4583 2322 1905 1,3655 1,3655 517 0 703 E 2,607 4 
____I__- .- 

1 & Standard 81 Poor's adjustments 
43 0 

~~ 

Operating leases 773 5 1125 41 2 412 412 71 3 71 3 .___. 
Intermediate (250 0) 250 0 -- (168) 16 E 16 0 16 8 
hybrids reported 
as debt 

Postretirement 324 8 32 0 32 8 32 0 0 4  17 5 17 5 
benefit 
obligations 

Accrued interest 63 4 - 
not included ti1 
reported debt 

___I _____ 

Capitalized - 4 2 u  (42 0) 142 0 )  (42 0) 
interest 

Share-based 23 0 
compensation 
expense 

Reclassification (9 O)  
of nonoperalirig 
income 
(expenses) 

Reclassification - -  (4/5 8) 
Of 
working-caoi tal 
cash f low 
changes 

interests 

-~ ----- _-_ - __.I- 

~~ ___ 

----.___ ~ 

Minor i ty 18 0 

- ---_-_-_____I - - _.__ 
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us 126 0 )  
decommissioning 
fund 
contributions 

Other _ _  341 5 347 5 
Total 911 7 268 0 145 3 97 0 650 669 385 0 (90 8) 16 8 1 0  
adiustmonts 

---____ - Standard & Poor's adjusted amounts 

Operating 
income Cash flow Funds 
(before Interest from from Dividends Capital 

Debt Equity D&A) EBITDA EBlT expense operations operations paid expenditures 
Adjusted 5,110 2 2,8754 6036 5553 291 2 257 4 1.750 5 1.274 7 533 8 704 8 
"PPL Corp reported arriounts shown arc takcn lrom the company's financial statements but niigtil include adjustments made by data providers or reclassifications made by 
Standard & Poor's analysts Please riote that two reported amounts loperatiny income before D&A and cash flow lrom operations] are used to derive more than one Standard & 
Poor's-adjusted amount [operating income beiore D&A arid EBITDA. and cash flow irom operations and iunds from operations, respeclively1 Consequently. the first section in 
some tables may feature duplicate descriprioris arid amounts 

Related Critcria And Research 
2008 Corporare Criteria: Analytical Metliodology 

+I Criteria Methodology: Business RisWFinancial Risk Matrix Expanded 
2008 Corporate Criter la: Ratios And Adjustments 

0 Methodology And Assumptions: Standard & Poor's Standardizes Liquidity Descriptors For Global Corporate 
Issuers 
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PPL Corp. 
Corporate Credit Rating BBBt/Stable/NR 
Junior Subordinated (2 Issues) BBB- 
Preference Stock (1 issue) BBB- 
Senior Unsecured (3 Issues) BBB 

Corporate Credit Ratings History 

27-0ct-2010 BBBt/Stable/NR 
28-Apr-2010 B B B N a t c l i  Pos/NR 

27-Jan-2009 BBB/Nenative/NR 

___-, I -.I- -I-__. ~ - l l l . _ . - l  -----.. -".-~--- .l_.l__̂ ___l.l_-..-._I _ . . ~ _  --_- 

Business Risk Profile Strono 

Financial Risk Profile Sionificant 

Related Entities 
Kentucky Utilities Co. 
Issuer Credit Rating 

Senior. Secured (3 Issues) 

Senior Secured (7 Issues) 
1G&E and KU Energy LLC 

Issuer Credit Rating 

BBBt/Stable/A-2 
A 

A/A-2 

BBBt/Stah le / -  
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P P L ,  Corp. 

Senior Unsecured (2 Issues) BBB 
Louisville Gas & Electric Co 

Issm Credit Rattrig BBBt/Stahle/NR 
Senior Scrured 12 Issupa) k 

Senior SecJred ( 1  1 I s L e s )  

Senior U i i s e c m o  ( 1  Issue) 

PPL Electric Utilities Corp 
l s w r  Credil R a t q  

Commercial Paper 

r - 

A/A 2 

A/A 2 

A /Stable/A 7 

1 oca1 Currency A-2 

Preference Stock (1 Issue] BBB 
Senior Secbred (6 Issues) A 

Senior Secured (2 Issues) 

PPL Energy Supply LLC 

I suer  Cred<i R a m g  BBBtIStdbleINR 
Senior Unsecured ( 1  2 Issue3) 

PPL Montana LLC 

Senior Secureo ( 1  Issue) 

Western Power Distribution Holdings Ltd 
Issuer Credil Rating 

Seriror UnsecLred (2  Issues) EBB 
Western Power Distribution (South Wales) PLC 

Issuer Credit Raring BBBt/Stable/A 2 
Senior Unsecured (3 Issues} BBBt 
Western Power Distribution (South West) PLC 

Issuer Credit Rating BBB+/Stahle/A-2 

Senior Unsecured (4 Issues) BBBt 
'Uiiless ulher\v Fe rolel a l l  rattnys In ihls repori are global stalc mitnys Slar>dxu 8 Po0 s cred I ra i l f igs on l t ie yl i , l~d s m ' e  are LO nparable xrus, cuul l i r lL,  S[<lndnru 

& Poor s creoit rai nys oii a iiat u i i j l  scale -,re relsi ve IO ob iyors or obllyattoris .wllitn tttat s p e i h t  tohniry 

A/Develop ng 

B B B t  

EBB /Stable 

BBB /Stable/A 3 

- 
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esesrvch Update: 

Affiliates Are Taken C>ff 
re A ffirnlzed 

0 

* 

0 

We resolved the Creditwatch with negative implications and affirmed the 
'BEB' ratings on diversified energy company PPL Corp. and its affiliates 
PPL Electric Utilities (PPLEU), PPL Energy Supply (PPL Energy), LG&E and 
ICU Energy LLC (LKE), Louisville Gas SL Electric Co. (LG&E), and Kentucky 
Utilities Co. (KU). The outlook on the ratings is stable. 
At the same time, we resolved the Creditwatch listing and affirmed the 
'EEB' ratings on PPL's U . K .  affiliates: PPL WW Holdings Ltd. 
(intermediate holding company formerly known as Western Power 
Distri-bution Holdings Ltd.) and PPL WW's distribution network operators 
( D N O s )  WesCern Power Distribution (South Wales) and Western Power 
Distribution (South West); and the new intermediate holding company PPL 
WEM Holdings PLC and its DNOs Western Power Distribution (West Midlands) 
and West.ern Power Distribution (East Midlands). The outlook on all the 
ratings is stable. 
We raised the short-t,erm ratings on KTJ, LGSLE, PPLEU, Western Power 
Distribution (East Midlands) , Western Power Distribution (West Midlands) , 
PPL WEM, PPL WW, Western Power Dist.ri.bution (South Wales), and Western 
Power Distribution (South West) to ' A - 2 '  from ' A - 3 ' ,  and we removed the 
Creditwatch listing. 
The ratings actions and Creditwatch actions come as the result of PPL's 
recently completed common stock and equity offerings. 

Rating Actio 11 

On April 15, 2011, Standard & Poor's Ratings Services affrimed its 'BBB' 
corporate credit rat-irigs on PPL Corp and its affiliates PPL Electric 
tltilities (PPLEU), PPL Energy Supply (PPL Energy), LG&E and ICU Energy LLC 
(LKE), Louisville Gas & Electric Co (ljG&E), and Kentucky Ut ilities Co (KU) . 
At the same LIRE, wc removed the ratings from Creditwatch with negative 
implications, where we put them on March 2, 2011, following the acquisition 
announcement (See "PPI, Corp 1s Lowered To 'BBB' And Placed On Creditwatch 
Negative After Acquisition Announcement, '' published March 7 ,  2 0 3 1  ) We also 
resolved the Credi tWatch listings and affirmed the 'EBB' rdtirigs on P P I s ' s  U IC 
af filiatcs . PPJt WW Holdings Ltd (intermediate holding company L'ornierly known 
as Western Power Distribution Holdings Ltd ) and PPL WW's distribution network 
operators ( D N O s )  Western Power Distribution (South Waies) and Western Power 
Distribution (South West) ; and the new intermediate holding company PPL WEM 
Holdings PLC and its DNOs Wesl  ern Power Distribution (West Midlands) and 
Western Power Distribution (East Midlands) The out1oolc on all the ratings is 
stable We raised ihe shor t -Le r in  ratings on KU, LG&E, PP>EII ,  Western Power 
Distribution (WPD) (East Mid!awls), WPD (West Midlands), PPL WEM, ?PL W W ,  WPD 
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(South Wales), and WPD (South West) to 'A-2' from 'A-3'. 

Allentown, Pa.-based PPL has about $12.7 billion of long-term debt, including 
$1.63 billion of junior subordinated notes. Including all junior subordinated 
notes ,  we estimate pro forma debt to he roughly $16.6 billion. 

The ratings affirmations and removal of the Creditwatch listings follow PPLls 
recently completed offerings of 92 million shares (after exercise of the 
overallotment option) of PPL common srock (roughly $2 3 billion of gross 
proceeds), and 19.55 million (after exercise o€ the overallotment option) of 
equity units (roughly $978 million of gross proceeds), to which we assign high 
equity content. 

PPL completed the equity financing as part of the permanent financing plan for 
the completed acquisition of E.ON U.K.'s Central Networks West PLC and Central 
Networks East PLC. The CrediLWatch listing was directly related to the 
execution of the financing plan for the acquisition, which included the 
company's commitment of a substantial issuance of equity. PPL will use 
proceeds from both issuances to repay a portion of a € 3 . 6  billion 364-day 
bridge facility that funded the acquisition April 1. The company will repay 
the remaining balance on the bridge loan with proceeds from flit-ure permanent 
debt issuances as indicated by PPL. 

R a ti 0 11 a 1 e 
For the cash portion of its acquisition of E.ON U.K.'s Central Networks, PPL 
issued the common stock and equity units and expects to issue unsecured debt 
at intermediat,e holding company PPL WEM Holdings PLC and its two new operating 
subsidiaries, WPD (West Midlands) and WPD (East Midlands). PPL's regulated 
cash flows should rise to approximately 75% from 60% before it completes the 
acquisition. Before PPL bought the Kentucky utilities, its regulated cash 
flows comprised less than 30%. Due to the potential cash flow contribution to 
the consolidated PPL family from the enlarged U.K. operations, we believe that 
the 1 J . K .  group is now a core part of PPL's strategy. Therefore, we matched the 
ratings on all these entities with our rating on PPL. We rate PPL WWIs senior 
unsecured debt one notch lower than its long-term rating to reflect structural 
subordination. We would take the same approach to rating any debt PPI, WEM 
issues. For more information on the rati.ng methodology for the T1.K. group, 
please see "U.K. OpCos WPU West And East Midlands Downgraded To ' B B B / A - - 3 '  On 
New Owner; New IHoldCo Rated 'BBB/A-3'; On Watch Neg," published April 12, 
2011. 

Our assessment of the business profile as excellent reflects the addition of 
fully regulated distribution utilities that have credit supportive U . K .  
regulation arid no commodity exposure, since power for retail customers is 
procured by nonaffiliated zetdil suppliers The new D N O s  are contiguous t.o the 
IJ K. utilities PPL's already owns We expect U.K. operations Lo be about 30% 
of PPL's consolidated cash flow The stability of U.K cash flows, which are 
+~ires-only distribution utilitips, along with existing utility assets in 
Kentucky and Pennsylvania, all of which wc assess as excellent. w i l l  more t-han 
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offset the busincss risk profile of PPb Energy's merchant generation, which we 
assess as satisfactory, resulting in an excellent business profile overall. We 
expect the merchant generation business to comprise l e s s  than 25% of pro forma 
consolidated cash flows. 

We consider the financial risk profile to be aggressive, which reflects in 
part the company's financial policies toward acquisitions, including funding 
with aggressive levels of hybrid securities. The consolidated financial 
measures include a l l  cash flows and debt obligations from the U.K. utilities 
and PPLEU in PPL's financial measures. We expect consoli.dated financial 
measures, including ratios of debt. to EBITDA, funds from operations (FFO) to 
total debt, and debt to capital, to range into the aggressive category of our 
financial risk profile. Debt Eo EBITDA should range between 4x and 5x, while 
we expect the percentage of FFO to debt to be in the mid-teens. These measures 
will support ratings at the 'BBB' level on successful compl.etion of all the 
permanent. financing. 

Liquidity 
Standard & Poor's current1.y believes PPL's 1.i-quidity is adequate under it,s 
corporate liquidity methodology, which categorizes liquidity in five standard 
descriptors. (See "Standard & Poor's Standardizes Liquidity Descriptors for 
Global Corporate Issuers, 'I published July 2, 2010.) Our assessment of PPL's 
liquidity supports our 'BBB' issuer credit rating on the company. Its 
projected sources of liquidity--mainly operating cash flow and available bank 
lines--exceed its project.ed uses--mainly necessary capital expenditures, debt 
maturities, and common dividends-by about 1 . 2 ~  over the next 12 to 18 months. 
We expect net sources to remain positi.ve, even if EBITDA declines more than 
15%. Compliance with financial covenants could survive a 15% drop in EBITDA, 
in our view. Further supporting our liquidity assessment is PPL's ability to 
absorb high-impact, low-probability events with limited need for refinancing, 
its flexibility to lower capital spending, its sound bank relationships, its 
solid standing i n  credit markets, and its generally prudent risk management. 

The stable outlook on our ratings on PPL and its all rated subsidiaries 
reflects our expectation that management will maintain an excellent business 
profile by focusing on its regulated utilities and will not increase 
unregulated operations beyond current levels. The outlook also reflects our 
expectations that cash flow protect-ioii and debt leverage measures will be in 
line for the rating. Specifica!ly, our baseline forecast includes PFO to total 
debt of around 1 5 % ,  debt to EBI'I'DA between 4x arid 5x, and debt ieveraqe to 
Lotal capital under 60%, consistent with our expectations f o r  the 'BBB' 
rating Given the company's mostly regulated focus, we expect that PPL will 
avoid any meaningful rise in business risk by reaching constructive regulatory 
outcomes and limit its unregulated operations Lo existing Levels We could 
lower the ratings ~f PPL cannot sustain consolidated financial measures of FFO 
to total debt OL at least 12%, dcbt to EBITDA belocJ 5x, and debt leverage 
under  6%': This C C J U l d  occur i r  m a i k e t  power prices coriLinue to remain weak due 
ta ongoing depressed demand. Although unlilccl y over the intermediate term, we 
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could raise ratings i f  t h e  business profile further strengthens and ~f 
financial measures exceed our base line forecast on a consistent basis, 
including FFO to Local debt in excess of 2 0 % ,  debt to EEITDA below a x ,  and 
debt t o  total capital around 50%. 

liclatcd Criteria Arid IZescarch 
0 T 1 . K .  OPCOS WPD West And East Midlands Downgraded To 'BBB/A-3' On New 

0 U.K.-Based WPD Operating Cos Downgraded To 'BBB/A-3' And Placed On Watch 

0 Standard E; Poor's Standardizes Liquidity Descriptors for Global Corporate 

0 Criteria Methodology: Business Risk/Financial Risk Matrix Expanded, May 

0 Corporate Ratings Criteria 2008: Analytical Methodology, April 15, 2008 
* Corporate Ratings Criteria 2008: Ratios And Adjustments, April 15, 2008 

Owner; New HoldCo Rated 'EBE/A-3'; On Wat-ch Neg, April 12, 2011 

Neg After Same Action On 1J.S.  Parent PPL, March 3 ,  2011 

Issuers, July 2, 2010 

2 7 ,  2009 

Ratings List 
Ratings Affirmed; Credi tWatch Action; [Jpgraded 

PPL Corp. 
PPL Energy Supply LLC 
LG&E and KU Energy LLC 

To 

Corporate Credit Rating RBB/Stable/-- 

From 

BBB/Watch Neg/-- 

Kentucky Util.ities Co. 
Western Power Distribution (South West) PLC 
Western Power Distribution (South Males) PLC 
WPD West: Midlands PLC 
WPD EasL Midlands PLC 
PPL WW Holdings 1,td. 
PPL WEM Holdings PLC 
PPL Electric Utilities Corp. 
Louisville Gas & Electric Co 
Corporate Credit Rating BBB/Scable/A-2 BBR/Watch Neg/A - 3 

Kentucky Utilities Co. 

Recovery Rating 
Senior Secured 

LG&E and KU Energy LLC 
Sen i or Unsecured 

Louisville Gas & Electric Co 
Senior Secured 
Recovery Rating 

A- 
l i  

RBR - 

A- 
1+ 

A-/Watch Meg 

BBB-/Watch Neg 

A-/Wat.ci? Neg 

www.standardandpoors.com/ratingsdirect 



S en io r Un se c:u r ed 
Junior Subor diria t ed 

PPL Electric Utilities Corp. 
Senior Secured 

Preference Stock 
Recovery Rating 

PPL Energy Supply LLC 
Senior Unsecured 

PPL WEM Holdings PLC 
Senior Unsecured 

PPL WW Holdings L,td 
Senior Unsecured 

WPD East Midlands PLC 
Senior Unsecured 

WPD West Midlands PLC 
Senior Unsecured 

Western Power Distribution 
.-'.e 

Senior Ilnsecured 

Western Power Distribution 
Senior Unsecured 

BBB - 
BBi 

BBB+ 
1 
BB+ 

BBB 

BBB - 

BBB - 

BBB 

BBB 

South Wales) PLC 
BBB 

South West) PLC 
BBB 

BBB-/Watch Neg 
%B+/Watch Neg 

BBB+/Watch Neg 

BBt/Watch Neg 

BBB/Watch Neg 

BBB-/Watch Neg 

BBB-/Watch Neg 

BBB/Watch Neg 

BBB/Watch Neg 

BBB/Watch Neg 

BBB/Watch Neg 

Complete ratings information is available to subscribers of RatingsDirect on 
the Global Credit Portal at www.globalcreditporta1.corn. All ratings affected 
by this rating action can be found on Standard & Poor's public Web site at 
www.standardandpoors.com. Use the Ratings search box located in the left 
column 
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Major Rating Factors 
Strengths: 
e Regulated utilitics generate steady operating cash flow; 
0 Low-cost coal and nuclear generation; 
e Operating diversity in merchant generation power plants; and, 
e Rolling hedging strategy for merchant generation results in stable cash flow. 

BBBfl/atch Neg/NR 

Weaknesses: 
0 Materially riskier unregulated operations; 
e Acquisitive, with aggressive use of hybrid securities for partial funding; 

Exposure t o  pending environmental standards, especially regarding carbon dioxide; and 
0 Cash Ilow erosion from lower power prices. 

Rationale 
The ratings on PIJL Corp. and affiliates Kentucky IJtilities Co. (ICU),  Louisville Gas & Electric (30. (LGPcE), LGPcE 
and IC11 Energy L,LC (LICE), PPL. Electric IJt 

Power Distribution (South West) PLC, and Western Power Distribution (South Wales) PLC are on CreditWatch 
with negative implications. Affiliate Westcrn Power Distribution Holdings Ltd. is on CreditWatch with developing 
implications. The CreditWatch listings followed PPL's planned acquisition of E.ON UIC's Central Networks West 
PL.C ( C N W )  and Central Networks East PLC (CNE), two distribution networks in the IJ.K. The CreditWatch listing 
directly relates to the execution of the financing plan for the acquisition, which includes a commitment by the 
company for a substantial issuance of equity. Resolution of the CreditWatch will depend on the company's ability t o  

complete its financing activities consistent with our expectations f o r  the 'BBB' ratings. 

Allentown, Pa.-based PPL. has about $13.4 billion of debt, including $1.63 billion of junior subordinated notes. 

PPL.'s purchase piice of Central Networks utilities includes the assumption of $800 million of public debt ant1 cash 
of $5.6 billion (excluding related transaction expenses and fees) that i t  will fund initially through a bridge loan and 
ultimately through a combination of cash, common equity issuance a r  PPI., unsecured debt :it CNW and CNE., and 
unsecured clebr a t  a n  intermecliate holding company (generically U K  Holdings) that will own CNW and CNE. I n  
addition, 1'1'1, will issue equity units aL PPL Capital Funding, which will likely receivc high equity credit iirider our 
rating criteria. This acquisition will raise PPL's regulated cash flows to about 7.5% from the current 60%. IJefoie 
PPI, bought the Kentucky utilities, its regulated cash flows were less than 30%. 'I-he ratings change reflects our 
revisions, in accorciance with our criteria, of PPL's business risk profile to excellent from strong and the company's 
financial risk profile to aggressive from significant. 

es Corp. (PPLEIJ), PPL Energy Supply LLC (PPL Energy), Western 

The excellent business profile reflects the addition of fully regulated distribution utilities that have credit-supportive 
I1.K. regulation and no commodity exposure, sincc power Tor retail customers is procured by nonaffiliated retail 
suppliers. The Ccntral Networks utilities are contiguous to PI'L's existing IJ.K. utilities. After the acquisition of CNE 
and CNIV, we expect U.K.  operations to be about 30% of PPL's consolir{ated cash Row. With this transaction, we 
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PPL corp. 

are viewing all of  N%'s utility assets as part of a consolidated entity, whereas previously we considered only the 
quality of the utility's dividends to its parent. The stability of CNE and CNW, along with existing utility assets in 
the U.K. ,  Kentucky, and Pennsylvania, which we assess as excellent, will m o v e  t han  offset die satisfactory business 
risk profile of PI'L. Energy's merchant generation, resulting in a consolidated business profile of excellent. We expect 
the merchant generation business to contribure less than 2.5% of pro foi,ma consolidated cash flows. 

Our revision of the financial risk profile to aggressive reflects in part the company's financial policies toward 
acquisitions, including fuiitiing with aggressive levels of hybrid securities. Furthermore, due to  the company's 
strategy of  focusing on fully regulated operations and also expanding its 1.J.K. presence, we are incorporating 
consolidated financial ineasures for PPI.. i n  our analysis. When reviewing the financial metrics, we are now including 
all cash flows and debt obligations from the 1J.K utilities and PP1.F.U in PPL's financial measures. We expect 
consolidated financial measures, including ratios of debt to E,BITDA, funds from opei,ations (FFO) to  total debt, anti 
debt to capital, to range in the aggressive category of our financial risk profile. llebt to EBITDA should range 
between 4x anti SK, while we expect the percentage of FFO to debt to be in the mid-teens. 'These measures will 
support ratings at  the 'BBB' level when the company successfully completes its permanent financing. 

Short-term credit factors 
Standard Pr Poor's ciirrently views PPL's liquidity as strong under its corporate liquidity methodology, wliich 
categorizes liquidity in five standard descriptors. Our assessment of liquidity as strong supports PPL.'s 'BBB' issuer 
credit rating. Projected sources of liquidity--mainly opeiating cash flow and available bank lines-exceed projected 
uses--mainly necessary capital expenditures, debt maturities, and coiii1non dividends--by more than l..Sx. The ratio 
of sources over uses would be positive even after a 50% E.BITDA decline. Additional factors that support the 
liquidity are PPL,'s ability to absorb high-impact, low-probability events with limited need for refinancing, its 
flexibility to lower capital spending, its sound bank relationships, its solid standing in credit markets, and its 
generally prudent risk inanagement. 

Credit Watch 
The CreditWatch listing will remain until the company demonstrates progress on the permanent financing plan in 
line with our expectations. ' I l e  acquisition requires large permanent financing that has attendant execution risks, 
and we will monitor 1'1~1.'~ ability to finalize this permanent financing. We could remove the CreditWatch listing and 
assign a stable outlook i f  financing is consistent with our expectation. We could lower the ratings if PPL. can't fully 
execute its perinanent financing plan i n  a credit-supportive manner consistent with our expectations for 'BBB' 
ratings. 

Re 1 a te d Cri t er i a A 11 cf Res e arch 
0 2008 Corporate Criteria: Analytical Methodology 
0 Criteria Metliodology: Business liisk/l'inancial liisl; Matrix Fxpantletl 

2008 Corporate Criteria: Ratios And Adjustments 
0 Methodology And Assumptions: Standard Pr Poor's Standardizes 1.iqiiitiity Lkscriptois For Clohal Corporate 

Issuers 
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.___I__ -_____- Industry Sector: Energy 

Rating as of March 17,2011 

~- 
PPL Corp. FirstEnergy Corp. Public Service Enterprise Group Inc. Ameren Corp. 

BBB/Watch Neg/-- BBB-/Stable/ - BBB/Stable/A 2 1388 /Stable/A 3 
_ _ _ ~ _  

_I __I__-- 

--Average of past three fiscal years-- 
_l___l_ _____..-- l l _ _ ~ l _ ~ - - -  

_____II__ 

(Mil. $) 
Revenues 5,285 6 13,266 0 11,995 5 7,572 3 

Net  income from cont o m  483 9 1,044 0 1,466 6 452 0 

____--- ____. 

_____--__._I___- 

Funds from operations (FFO) 1,560 7 2,675 2 2,494 4 1.836 9 

1,1774 2,352 5 1,874 5 1,668 3 Capital expenditures 

Cash and short-term investments 721 6 812 7 290 2 419 7 

Debt 8,598 5 17,675 4 8,875 7 9,223 1 

__l__.._l_ ___( 

Preferred stock 333 3 0 0  53 3 88 7 

7,619 0 

16,842 1 
___ 4,776 7 8,451 0 8,533 8 

13,375 2 26,126 4 17,409 5 
l-lll_ll_ 

Equity 

Debt and equity 

Adjusted ratios 
EBlT interest coveraw (x) 2 7  2 4  6 2  3 0  

- l-l__.___ 

FFD in t  cov (X) 4 8  3 2  6 0  4 6  

1 8 2  15 1 28 1 1 9 9  FFO/debt 1%) 
(2  8 )  (1 2) (2 5) Discretionary cash flow/debt (%) 

Net cash f l o w /  capex (%I  86 6 85 2 97 1 85 0 
Total debt/debt plus equity 1 % )  64 3 67 7 51 0 54 8 

- I____ 

__ 1 0  -___- __ 

-- 

Return on common equity (YO) 12 7 1 0 9  17 5 5 6  

Common dividend payout ratio (un-adj 1 (%/ 111 4 64 2 46 0 95 0 

"Fully adjusted [including poslretircmcnl obligations] 
____--- 

Table 2 

Industry Sector: Energy ___.____ 

--Fiscal year ended Dec. 31- 

2010 2009 2008 2007 2006 
BBBt/Stable/-- BBB/Negative/-- BBBjGile/-- BBB/Stable/-- BBB/Stable/-- -____ Rating history 

(Mil. $1 - -_______- - I_~-  

2,847 6 Revenues 

Uoerati i iu tiiconie (bel  D&AI 2,565 0 603 6 1,260 4 1.121 9 1,0163 
- 2,187 7 

__I 

8,521 0 3,548 2 3.787 6 _ _ - ~ -  __-I___- 

Operatinq income (after D&A) 1,944 9 306 2 1.010 2 934 4 795 3 

955 0 30 2 466 3 556 7 436 5 Net income from ront inuing operations 

2,686 6 1.274 7 720 8 980 4 913 7 Funds from operations (FI 0) 
1,567 0 104 8 1,260 2 1,034 2 701 9 Capital expenditures 

Free operatinq rash f low 763 6 1,045 7 (503 31 c i78 1 1  242 2 

- ___- ~ 

- -____~___ ~- 
-____- 

Discrelionary cash flow 1 8 0 8  511 9 ( 1  011 0 )  (653 8) (166 8) 

800 6 Cash and short-term investments 

Debt 15,112 8 5 1102 5,572 6 3,822 0 3.469 8 
___l__l 

1,088 0 311 3 765 4 317 5 ~ _ _ _ _ _ _ _ ~  
_____I-_ _ _ _ ~  ^____l_l_______ ~ _ _ I I . _  ~ ---__.____-- 
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PPL. Corp. 

P\ Table 2 
?%&/ 

Preferred stock 500 0 250 0 250 0 250 0 0 0  __ -_I_----"I 

Eauitv 8,728 0 2,875 4 2,726 6 2,673 9 2,903 0 
Debt and equity 73.840 8 7,985 6 8,299 2 6,495 8 6,312 8 

Adjusted ratios 
ERlT intcrcsf covcraoe Ix) 3 0  1 2  3 5  3 8  3 6  

- - ~ -  II.^ 

__ 

EBlT interest coveraac [ x i1  3 0  1 2  1 6  3 R  3 6  
4 4  

5 9  3 6  5 0  4 8  FFD in[ cov [x) 

26 3 FFO/debt (YO) 17 8 24 9 12 9 25 7 
Free operatinq cash flow/debt 1%) 5 1  20 5 (9 0) (4 7) 7 0  

- 4 5  
--___. 

EBITDA interest coverage [x) 3 8  2 2  4 4  

_l______l 

4 8  __ 

- ___ 

Discretionary cash flow/debt (YO) 1 2  10 a (18 11 (17 1 )  14 8) 

Debt/debl and txjui ly [YO) 63 4 64 a 67 1 58 8 54 4 

Net cash f low / capex (%) 134 3 105 1 16 9 48 8 64 5 
_I 

Return on common eauitv 1%) 17 0 (0 5) 16 8 19 1 15 8 
Common dividend payout ratio (un-ad1 ) [%) 63 4 1,723 7 1053 82 5 93 7 
"Fully adjusted (including postretirement obligations) llPostretirerneiit obligations using actual retrirns 

Table 3 

--Fiscal year ended Dec. 31,2010-- 

.__ ____I____ - - PPL Corp. reported amounts 

Operating Operating Operating 
Shareholders' income income income (after Interest Cash flow from 

Debt equity (before D&A) (before D&A) D&A) expense operations 
Reported 13,357 a 8,478 0 2,422 a 2,422 0 1,866 0 593 0 2,033 0 

Standard & Poor's adjustments -_I_ _I_ 

QDeratinQ leases 662 0 _ _  1150 50 9 50 9 50 9 64 1 

Intermediate hybrids (250 0) 250 0 (16 8) 16 8 
reported as debt 

Postretirement benefit 1,177 8 28 0 28 0 28 0 243 8 
obligations 

Accrued interest not 166 0 - 
included iii reported debt 

__- __I -. ___ 

30 0 (30 01 -- I___.___- 
Capitaliicd iiilerest 

Sliare-based 26 0 
Compensation expense 

Reclassification of 
working-capital cash flow 
chanaes 

_- 

.I____._________-_ __ __I__.-___-_________I. I___------- 

US decoinrnissioning (14 0) 
fund contributions 

Other 170  

Total adjustments 1,755 8 250 0 143 0 104 9 78 9 64 2 297 6 
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Operating 
income Interest Cash flow from 

Debt Equity (before D&A) EBITDA EBlT expense - operations 
Adjusted 15.112 8 8,728 0 2,565 0 2,526 9 1,944 9 657 2 2,330.6 

"PPL Corp reported arriouiits stiowii are taken from the company's financial statements but iniglir include adjustments made by data providers or reclassifications made 
by Standard & Poor s analysts Please note that two reported amourits (operating income before D&A and cash flow from operations) are used to derive more than one 
Standard & Poor's-adjusted amount (operating income before D&A and EBITDA. and cash flow from operations and funds from operations, respectively) Consequently. 
the first section in some tables may feature duplicate descriptions and amounts 

__ 
_I_ 

PPL Corp. 
Corporate Credit Rating 

Junior Subordinated (2 Issues) 

BBE/Watch Neg/NR 

BBt /Watch  Neg 

Corporate Credit Ratings History 
02-Mar-201 1 

27-0Ct-201 0 
28-Apr-2010 

BBB/Watch Neg/NR 

BBBt/Sta ble/NR 

BBB/Watch Pos/NR 

Financial Risk Profile 

Related Entities 

Kentucky Utilities Co. 

issuer Credit Rating 

Senior Secured (5 Issues) 
Senior Secured (2 Issues) 
Senior Secured (3 Issues) 

LG&E and KU Energy LLC 
Issuer Credit Rating 

Senior Unsecured (2 Issues) 
Louisville Gas & Electric Co. 

Issuer Credit Rating 

Senior Secured ( I  1 Issues) 
Senior Secured ( I  Issue) 

Senior Secured (2  Issues) 
PPL Electric Utilities Corp. 
Issuer Credit Rating 

Cornrncrcial Papor 

Local Currency 
Preference Stock ( I  Issue) 
Senior Secured (8 Issues) 

PPL Energy Supply LLC 

- -__ - __ ___ ___ - - _ _  .I--- -- - 

Issuer Credit Rating 

1 

Aggressive 
___.__I___-- _-_I-- 

BBB/Watch Neg/A-3 

A-/A-3 
A-/NR 

A-/Watch Neg 

BBB/Watcli Neg/-- 

BBB /Watch  Neg 

BBB/Watch Neg/A-3 

A /A 3 

A-/Watch Neg 

BBB/Watch Neg/A 3 

A-SnnJatch Neg 

BBt /Watch  Neg 

8BBt /Watch  Neg 

A-/NR 

BBB/Watch Neg/NR 
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PPL COYl,. 

Senior Unsecured (12 Issues) 
PPL Montana LLC 
Senior Secured ( 1  Issue) BBB./Positive 

Western Power Distribution Holdings Ltd. 
Issuer Credit Rating BBB./Watch Dev/A-3 

Senior Unsecured (2 Issues) 
Western Power Distribution (South Wales) PLC 
Issuer Credit Rating BBB/Watch Neg/A-3 

Senior Unsecured (3 Issues) 
Western Power Distribution (South West) PLC 
Issuer Credit Rating BBB/Watch Neg/A-3 

Senior Unsecured (4 Issues1 

BBB/Watch Neg 

EBB-/Watch Neg 

BBB/Watch Neg 

BBB/Watch Neg 

"Unless otherwise noted, all ratings in this report are global scale ratings Standard & Poor's credit ratings on the global scale are comparable across countries Standard 
& Poor's credit ratings on a national scale are relative to obligors or obligations within that specific country 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF KENTUCKY UTILITIES 
COMPANY FOR CERTIFICATES OF PUBLIC ) 
CONVENIENCE AND NECESSITY AND 1 
APPROVAL OF ITS 2011 COMPLIANCE PLAN ) CASE NO. 2011-00161 
FOR RECOVERY BY ENVIRONMENTAL ) 
SURCHARGE ) 

) 

KENTUCKY UTILITIES COMPANY 
RESPONSE TO THE 

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUESTS 
DATED AIJGUST 18,2011 

PAPER COPY 
QUESTION NO. 4 

FILED: SEPTEMBER 1,2011 



KENTUCKY UTILITIES COMPANY 

Response to Attorney General’s Supplemental Data Requests Dated August 18,201 1 

Case No. 2011-00161 

Question No. 4 

Witness: Daniel K. Arbough / Counsel 

Q-4. 

A-4. 

Please provide copies of all presentations made to rating agencies and/or iiivestmeiit 
firins by PPL and/or the Company between January 1, 201 1 aiid the present. If this 
information has been provided in response to another data request, please indicate the 
appropriate data request nuniber, the docunient title, and the page nuinber(s). 

Reference is inade to the objections filed on August 24, 201 1. Without waiver of these 
objections, the Company is providing copies of three rating agency presentations made 
during 201 1 under seal and pursuant to a petition for confidential protection. Also, the 
Companies are providing copies of additional presentations on CD in folder titled 
Question No. 4. 
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