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PPL companies

LG&E and KU Energy LLC
Mr. Jeff DeRouen State Regulation and Rates

Executive Director 220 West Main Street

Kentucky Public Service Commission R EC E EVE D PO Box 32010

211 Sower Boulevard Louisville, Kentucky 40232
www.lge-ku.com

Frankfort, Kentucky 40602-0615 Rick E. Lovekamp
PUBLIC SERVICE Manager - Regulatory Affairs
COMMISSION T502-627-3780

F 502-627-3213
rick.lovekamp@|ge-ku.com

December 15, 2011

Re: Joint Application of PPL Corporation, E.ON AG, E.ON US
Investments Corp., E.ON U.S. LLC, Louisville Gas and Electric
Company, and Kentucky Utilities Company for Approval of an
Acquisition of Ownership and Control of Utilities
Case No. 2010-00204

Dear Mr. DeRouen:

Pursuant to the Commission’s Order dated September 30, 2010 in the
aforementioned case, Louisville Gas and Electric Company (“LG&E”) and
Kentucky Utilities Company (“KU”), (collectively, the “Companies”) submit
one (1) copy each of the Securities and Exchange Commission (“SEC”) Form
10-Q for PPL Corporation and its current and former subsidiaries for
Quarter’s Ended March 31, 2011, June 30, 2011, and September 30, 2011.
This information is being made pursuant to Appendix C, Commitment No.
21.

Please confirm your receipt of this filing by placing the File Stamp of your
Office with date received on the extra copies. Should you have any questions
regarding the information filed herewith, please call me or Don Harris at
(502) 627-2021.

Sincerely,

A e

Rick E. Lovekamp
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934 for the fiscal quarterly period ended March 31, 2011

OR
[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934 for the transition period from to

Commission File Registrant; State of Incorporation; IRS Employer
Number Address and Telephone Number Identification No.
1-11459 PPL Corporation 23-2758192

(Exact name of Registrant as specified in its charter)

(Pennsylvania)

Two North Ninth Street
Allentown, PA 18101-1179
(610) 774-5151

1-32944 PPL Energy Supply, LLC 23-3074920
(Exact name of Registrant as specitied in its charter)
(Delaware)
Two North Ninth Street
Allentown, PA 18101-1179
(610) 774-5151

1-905 PPL Electric Utilities Corporation 23-0959590
(Exact name of Registrant as specified in its charter)
(Pennsylvania)
Two North Ninth Street
Allentown, PA 18101-1179
(610) 774-5151

Indicate by check mark whether the registrants (1) have filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrants were required
to file such reports), and (2) have been subject to such filing requirements for the past 90 days.

PPL. Corporation Yes X No
PPL Energy Supply, LLC Yes X No
PPL Electric Utilities Corporation Yes X No

Indicate by check mark whether the registrants have submitted electronically and posted on their corporaie Web site, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this
chapter) during the preceding 12 months (or for such shorter period that the registrants were required to submit and post such
files).

PPL. Corporation Yes X No
PPL. Energy Supply, LL.C Yes No
PPL, Electric Utilities Corporation Yes No

Indicate by check mark whether the registrants are large accelerated filers, accelerated filers, non-accelerated filers, or a
smaller reporting company. See the definitions of "large accelerated filer," "accelerated filer" and "smaller reporting
company" in Rule 12b-2 of the Exchange Act.

Large accelerated Accelerated Non-accelerated Smaller reporting
filer filer filer company
PPL, Corporation [X] [ 1] [ 1 [ 1]
PPL Energy Supply, LL.C [ ] [ 1 [X] [ 1

PPL Electric Utilities Corporation [ 1 [ 1 [X] [ ]



Indicate by check mark whether the registrants are shell companies (as defined in Rule 12b-2 of the Exchange Act).

PPL Corporation Yes No X
PPL Energy Supply, LLC Yes No X
PPL Electric Utilities Corporation Yes No X

Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of the latest practicable date.

PPL Corporation Common stock, $.01 par value, 577,151,364 shares outstanding at April 29,
2011.

PPL Energy Supply, LLC PPL Corporation indirectly holds all of the membership interests in PPL
Energy Supply, LL.C.

PPL Electric Utilities Corporation Common stock, no par value, 66,368,056 shares outstanding and all held

by PPL Corporation at April 29, 2011.

This document is available free of charge at the Investor Center on PPL's website at www.pplweb.com. However,
information on this website does not constitute a part of this Form 10-Q.
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GLOSSARY OF TERMS AND ABBREVIATIONS

PPL Corporation and its current and former subsidiaries

Central Networks - collectively Central Networks East plc, Central Networks Limited and certain other related assets and
liabilities. On April 1, 2011, PPL. WEM Holdings plc (formerly WPD Investment Holdings Limited) purchased all of the
outstanding ordinary share capital of these companies from E.ON AG subsidiaries. Central Networks West plc (subsequently
renamed Western Power Distribution (West Midlands) plc), wholly owned by Central Networks Limited (subsequently
renamed WPD Midlands Holdings Limited), and Central Networks East plc (subsequently renamed Western Power
Distribution (East Midlands) plc) are British regional electricity distribution utility companies.

E. W. Brown - a generating station in Kentucky with capacity of 1,631 MW. LG&E and KU are participants in a sale-
leaseback transaction involving two combustion turbines at the station.

KU - Kentucky Utilities Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission,
distribution and sale of electricity, primarily in Kentucky. The subsidiary was acquired by PPL, in November 20190.

LG&E - Louisville Gas and Electric Company, a public utility subsidiary of LKE engaged in the regulated generation,
transmission, distribution and sale of electricity and the distribution and sale of natural gas in Kentucky. The subsidiary was
acquired by PPL in November 2010.

LKE - LG&E and KU Energy LLC (formerly E.ON U.S. LLC), a subsidiary of PPL. and the parent of LG&E and KU. PPL
acquired E.ON U.S. LLC in November 2010 and changed the name to LG&E and KU Energy LLC. Within the context of
this document, references to LKE also relate to the consolidated entity.

PPL - PPL, Corporation, the parent holding company of PPL Electric, PPL Energy Funding, LKE and other subsidiaries.
PPL Capital Funding - PPL. Capital Funding, Inc., a wholly owned financing subsidiary of PPL..

PPL Electric - PPL Electric Utilities Corporation, a public utility subsidiary of PPL that transmits and distributes electricity
in its Pennsylvania service territory and provides electric supply to retail customers in this territory as a PLR.

PPL Energy Funding - PPL Energy Funding Corporation, a subsidiary of PPL and the parent company of PPL Energy
Supply, PPL, Global (effective January 2011) and other subsidiaries.

PPL EnergyPlus - PPL EnergyPlus, LLC, a subsidiary of PPL Energy Supply that markets and trades wholesale and retail
electricity and gas, and supplies energy and energy services in competitive markets.

PPL Energy Supply - PPL Energy Supply, LLC, a subsidiary of PPL Energy Funding and the parent company of PPL
Generation, PPL EnergyPlus and other subsidiaries. In January 2011, PPL. Energy Supply distributed its membership interest
in PPL. Global, representing 100% of the outstanding membership interests of PPL Global, to PPL. Energy Supply's parent,
PPL Energy Funding.

PPL Gas Utilities - PPL Gas Utilities Corporation, a regulated utility that provided natural gas distribution, transmission
and storage services, and the competitive sale of propane, which was a subsidiary of PPL. until its sale in October 2008,

PPL Generation - PPL Generation, LLC, a subsidiary of PPL Energy Supply that owns and operates U.S. generating
facilities through various subsidiaries.

PPL Global - PPL. Global, LLC, a subsidiary of PPL Energy Funding that primarily owns and operates a business in the
U.K., WPD, that is focused on the regulated distribution of electricity. In January 2011, PPL Energy Supply, PPL Global's
former parent, distributed its membership interest in PPL. Global, representing 100% of the outstanding membership interest
of PPL. Global, to its parent, PPL Energy Funding.

PPL Martins Creek - PPL Martins Creek, LLC, a subsidiary of PPL. Generation that owns generating operations in
Pennsylvania.

PPL Montana - PPL Montana, LL.C, an indirect subsidiary of PPL Generation that generates electricity for wholesale sales
in Montana and the Pacific Northwest.

PPL Services - PPL Services Corporation, a subsidiary of PPL. that provides shared services for PPL and its subsidiaries.
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PPL Susquehanna - PPL Susquehanna, LLC, the nuclear generating subsidiary of PPL Generation.

PPL WEM - PPL WEM Holdings plc (formerly WPD Investment Holdings Limited), an indirect, wholly owned U.K.
subsidiary of PPL Global. PPL WEM directly wholly owns WPD (East Midlands) and indirectly wholly owns WPD (West
Midlands).

PPL WW Holdings - PPL. WW Holdings Limited (formerly Western Power Distribution Holdings Limited), an indirect,
wholly owned U.K. subsidiary of PPL Global. PPL WW Holdings indirectly wholly owns WPD (South Wales) and WPD
(South West).

WPD - refers to PPL WW Holdings and its subsidiaries.
WPD Midlands - refers to Central Networks, which was renamed after the acquisition.

WPD (East Midlands) - Western Power Distribution (East Midiands) plc, a British regional electricity distribution utility
company. The company, formerly Central Networks East plc, was acquired and renamed in April 2011.

WPD (South Wales) - Western Power Distribution (South Wales) pic, a British regional electricity distribution utility
company.

WPD (South West) - Western Power Distribution (South West) plc, a British regional electricity distribution utility
company.

WPD (West Midlands) - Western Power Distribution (West Midlands) plc, a British regional electricity distribution utility
company. The company, formerly Central Networks West plc, was acquired and renamed in April 2011.

WKE - Western Kentucky Energy Corp., a subsidiary of LKE that leased certain non-utility generating stations in western
Kentucky until July 2009.

Other terms and abbreviations

£ - British pounds sterling.

2010 Equity Unit - a PPL equity unit, issued in June 2010, consisting of a Purchase Contract and, initially, a 5.0%
undivided beneficial ownership interest in $1,000 principal amount of PPL Capital Funding 4.625% Junior Subordinated
Notes due 2018.

2010 Purchase Contract - a contract that is a component of a 2010 Equity Unit that requires holders to purchase shares of
PPL common stock on or prior to July 1, 2013,

2010 Form 10-K - Annual Report to the SEC on Form 10-K for the year ended December 31, 2010.

2011 Equity Unit - a PPL equity unit, issued in April 2011, consisting of a Purchase Contract and, initially, a 5.0%
undivided beneficial ownership interest in $1,000 principal amount of PPL Capital Funding 4.32% Junior Subordinated
Notes due 2019.

2011 Purchase Contract - a contract that is a component of a 2011 Equity Unit that requires holders to purchase shares of
PPL common stock on or prior to May 1, 2014.

Acid Rain Program - aliowance trading system established by the Clean Air Act to reduce levels of sulfur dioxide. Under
this program, affected power plants are allocated allowances based on their fuel consumption during specified baseline years
and a specific emissions rate.

Act 129 - became effective in October 2008. The law amends the Pennsylvania Public Utility Code and creates an energy
efficiency and conservation program and smart metering technology requirements, adopts new PLR electricity supply
procurement rules, provides remedies for market misconduct and makes changes to the existing Alternative Energy Portfolio
Standard.
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AFUDC - (Allowance for Funds Used During Construction) - the cost of equity and debt funds used to finance construction
projects of regulated businesses, which is capitalized as part of construction cost.

A.M. Best - AM. Best Company, a company that reports on the financial condition of insurance companies.

AOCI - accumulated other comprehensive income or loss.

ARO - asset retirement obligation.

Baseload generation - includes the output provided by PPL's nuclear, coal, hydroelectric and qualifying facilities.

Basis - when used in the context of derivatives and commodity trading, the commodity price differential between two
locations, products or time periods.

Bef - billion cubic feet.

Bridge Facility - the £3.6 billion Senior Bridge Term Loan Credit Agreement between PPL, Capital Funding and PPL
WEM, as borrowers, and PPL,, as guarantor, and lenders party thereto, used to fund the April 1, 2011 acquisition of Central
Networks, as amended by Amendment No. 1 thereto dated April 15, 2011.

CAIR - the EPA's Clean Air Interstate Rule.

Clean Air Act - federal legislation enacted to address certain environmental issues related to air emissions, including acid
rain, ozone and toxic air emissions.

COLA - license application for a combined construction permit and operating license from the NRC for a nuclear plant.
Customer Choice Act - the Pennsylvania Electricity Generation Customer Choice and Competition Act, legislation
enacted to restructure the stale's electric utility industry to create retail access to a competitive market for generation of
electricity.

DEP - Department of Environmental Protection, a Pennsylvania state government agency.

Depreciation not normalized - the flow-through income tax impact related to the state regulatory treatment of
depreciation-related timing differences.

Dodd-Frank Act - the Dodd-Frank Wall Street Reform and Consumer Protection Act that was signed into law in July 2010.
DOE - Department of Energy, a U.S. government agency.

DRIP - Dividend Reinvestment and Direct Stock Purchase Plan.

ECR - Environmental Cost Recovery. Pursuant to Kentucky Revised Statutes 278.183, effective January 1993, Kentucky
electric utilities are entitled to the current recovery of costs of complying with the Clean Air Act, as amended, and those
federal, siate or local environmental requirements which apply to coal combustion and by-products from the production of
energy from coal.

E.ON AG - a German corporation and the parent of E.ON US Investments, the former parent of Central Networks.

E.ON US Investments - E.ON US Investments Corp., a Delaware corporation and the former parent of E.ON U.S. LLC.
PPL acquired E.ON U.S. LL.C in November 2010 and changed its name to LG&E and KU Energy LLC.

Economic Stimulus Package - The American Recovery and Reinvestment Act of 2009, generally referred to as the
federal economic stimulus package, which was signed into law in February 2009.

EMF - electric and magnetic fields.
EPA - Environmental Protection Agency, a U.S. government agency.

EPS - carnings per share.
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ESOP - Employee Stock Ownership Plan.
Euro - the basic monetary unit among participating members of the European Union.

FERC - Federal Energy Regulatory Commission, the federal agency that regulates, among other things, interstate
transmission and wholesale sales of electricity, hydroelectric power projects and related matters.

Fitch - Fitch, Inc., a credit rating agency.

FTR - financial transmission rights, which are financial instruments established to manage price risk related to electricity
transmission congestion. They entitle the holder to receive compensation or require the holder to remit payment for certain
congestion-related transmission charges based on the level of congestion in the transmission grid.

Fundamental Change - as it relates to the terms of the 2011 and 2010 Equity Units, will be deemed to have occurred if
any of the following occurs with respect to PPL, subject to certain exceptions: (i) a change of control; (ii) a consolidation
with or merger into any other entity; (iii) common stock ceases to be listed or quoted; or (iv) a liquidation, dissolution or
termination.

GAAP - generally accepted accounting principles in the U.S.

GBP - British pound sterling.

GHG - greenhouse gas(es).

GWh - gigawatt-hour, one million kilowatt-hours.

Health Care Reform - The Patient Protection and Affordable Care Act (HR 3590) and the Health Care and Education
Reconciliation Act of 2010 (HR 4872), signed into law in March 2010.

Intermediate and peaking generation - includes the output provided by PPL's oil- and natural gas-fired units.
IRS - Internal Revenue Service, a U.S. government agency.
ISO - Independent System Operator.

KPSC - Kentucky Public Service Commission, the state agency that has jurisdiction over the regulation of rates and service
of utilities in Kentucky.

LIBOR - London Interbank Offered Rate.

Long Island generation business - includes a 79.9 MW gas-fired plant in the Edgewood section of Brentwood, New York
and a 79.9 MW oil-fired plant in Shoreham, New York and related tolling agreements. This business was sold in February 2010.

MACT - maximum achievable control technology.

MISO - (Midwest Independent System Operator) - an independent system operator and the regional transmission
organization that provides open-access transmission service and monitors the high voltage transmission system in all or parts
of Ilinois, Indiana, Iowa, Michigan, Minnesota, Missouri, Montana, Nebraska, North Dakota, Ohio, South Dakota,
Wisconsin and Manitoba, Canada.

Montana Power - The Montana Power Company, a Montana-based company that sold its generating assets to PPL
Montana in December 1999. Through a series of transactions consummated during the first quarter of 2002, Montana Power
sold its electricity delivery business to NorthWestern.

Moody's - Moody's Investors Service, Inc., a credit rating agency.

MW - megawatt, one thousand kilowatts.

NDT - PPL Susquehanna's nuclear plant decommissioning trust.
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NERC - North American Electric Reliability Corporation.

NorthWestern - NorthWestern Corporation, a Delaware corporation, and successor in interest to Montana Power's
electricity delivery business, including Montana Power's rights and obligations under contracts with PPL. Montana.

NPDES - National Pollutant Discharge Elimination System.
NPNS - the normal purchases and normal sales exception as permitted by derivative accounting rules.
NRC - Nuclear Regulatory Commission, the federal agency that regulates nuclear power facilities.

NUGS - non-utility generators, generating plants not owned by public utilities, whose electrical output must be purchased by
utilities under the PURPA if the plant meets certain criteria.

OCI - other comprehensive income or loss.

Ofgem - Office of Gas and Electricity Markets, the British agency that regulates transmission, distribution and wholesale
sales of electricity and related matters.

OVEC - Ohio Valley Electric Corporation, located in Piketon, Ohio, an entity in which LKE indirectly owns an 8.13%
interest, which is accounted for as a cost method investment. OVEC owns and operates two coal-fired power plants, the
Kyger Creek Station in Ohio and the Clifty Creek Station in Indiana, with combined nameplate capacities of 2,390 MW.
LKE is contractually entitled to 8.13% of the generation capacity and output.

PJM - (PIM Interconnection, L.L.C.) - operator of the electric transmission network and electric energy market in all or parts
of Delaware, Illinois, Indiana, Kentucky, Maryland, Michigan, New Jersey, North Carolina, Ohio, Pennsylvania, Tennessee,
Virginia, West Virginia and the District of Columbia.

PLR (Provider of Last Resort) - the role of PPL Electric in providing default electricity supply to retail customers within its
delivery territory who have not chosen to select an alternative electricity supplier under the Customer Choice Act.

PP&E - property, plant and equipment.

PUC - Pennsylvania Public Utility Commission, the state agency that regulates certain ratemaking, services, accounting and
operations of Pennsylvania utilities.

PURPA - Public Utility Regulatory Policies Act of 1978, legislation passed by the U.S. Congress to encourage energy
conservation, efficient use of resources and equitable rates.

PURTA - The Pennsylvania Public Utility Realty Tax Act.
RAB - regulatory asset base. This term is also commonly known as RAV,
RECsSs - renewable energy credits.

Regulation S-X - SEC regulation governing the form and content of and requirements for financial statements required to
be filed pursuant to the federal securities laws.

RMC - Risk Management Committee.
S&P - Standard & Poor's Ratings Services, a credit rating agency.

Sarbanes-Oxley - Sarbanes-Oxley Act of 2002, which sets requirements for management's assessment of internal controls
for financial reporting. It also requires an independent auditor to make its own assessment.

SCR - selective catalytic reduction, a pollution control process for the removal of nitrogen oxide from exhaust gases.

Scrubber - an air pollution control device that can remove particulates and/or gases (such as sulfur dioxide) from exhaust
gases.



SEC - Securities and Exchange Commission, a U.S. government agency whose primary mission is to protect investors and
maintain the integrity of the securities markets.

SIFMA Index - the Securities Industry and Financial Markets Association Municipal Swap Index.
Smart meter - an electric meter that utilizes smart metering technology.

Smart metering technology - technology that can measure, among other things, time of electricity consumption to permit
offering rate incentives for usage during lower cost or demand intervals. The use of this technology also strengthens network
reliability.

SNCR - selective non-catalytic reduction, a pollution control process for the removal of nitrogen oxide from exhaust gases.

Superfund - federal environmental legislation that addresses remediation of contaminated sites; states also have similar
statutes.

TC2 - Trimble County Unit 2, a coal-fired plant located in Kentucky with a capacity of 760 MW. LKE owns a 75% interest
in TC2 or 570 MW of the capacity.

Tolling agreement - agreement whereby the owner of an electric generating facility agrees to use that facility to convert
fuel provided by a third party into electricity for delivery back to the third party.

TRA - Tennessee Regulatory Authority, the state agency that has jurisdiction over the regulation of rates and service of
utilities in Tennessee.

VaR - value-at-risk, a statistical model that attempts to estimate the value of potential loss over a given holding period under
normal market conditions at a given confidence level.

VIE - variable interest entity.

Volumetric risk - the risk that the actual load volumes provided under full-requirement sales contracts could vary
significantly from forecasted volumes.

VSCC - Virginia State Corporation Commission, the state agency that has jurisdiction over the regulation of Virginia
corporations, including utilities.

VWAP - as it relates to the 2011 and 2010 Equity Units issued by PPL,, the per share volume-weighted-average price as
displayed under the heading Bloomberg VWAP on Bloomberg page "PPL <EQUITY> AQR" (or its equivalent successor if
such page is not available) in respect of the period from the scheduled open of trading on the relevant trading day until the
scheduled close of trading on the relevant trading day (or if such volume-weighted-average price is unavailable, the market
price of one share of PPL common stock on such trading day determined, using a volume-weighted-average method, by a
nationally recognized independent investment banking firm retained for this purpose by PPL).
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FORWARD-LOOKING INFORMATION

Statements contained in this Form 10-Q concerning expectations, beliefs, plans, objectives, goals, strategies, future events or
performance and underlying assumptions and other statements which are other than statements of historical fact are "forward-
looking statements" within the meaning of the federal securities laws. Although PPL, PPL Energy Supply and PPL Electric
believe that the expectations and assumptions reflected in these statements are reasonable, there can be no assurance that
these expectations will prove to be correct. Forward-looking statements are subject to many risks and uncertainties, and
actual results may differ materially from the results discussed in forward-looking statements. In addition to the specific
factors discussed in "Item 1A. Risk Factors” in this Form 10-Q and each Registrant's 2010 Form 10-K and in "Item 2.
Management's Discussion and Analysis of Financial Condition and Results of Operations" in this Form 10-Q report, the
following are among the important factors that could cause actual results to differ materially from the forward-looking
statements.

e fuel supply cost and availability;

e continuing ability to recover fuel and natural gas supply costs and environmental expenditures in a timely manner at
LG&E and KU;

e weather conditions affecting generation, customer energy use and operating costs;

s operation, availability and operating costs of existing generation facilities;

e the length of the scheduled and unscheduled outages at our plants, including the current outage at Unit 2 of our

Susquehanna nuclear plant to inspect and repair turbine blades, and the timing and outcome of any similar outage for

inspections at Unit 1 of the Susquehanna plant;

transmission and distribution system conditions and operating costs;

potential expansion of alternative sources of electricity generation;

potential laws or regulations to reduce emissions of "greenhouse" gases or the physical effects of climate change;

collective labor bargaining negotiations;

the outcome of litigation against PPL, and its subsidiaries;

potential effects of threatened or actual terrorism, war or other hostilities, or natural disasters;

the commitments and liabilities of PPL. and its subsidiaries;

market demand and prices for energy, capacity, transmission services, emission allowances, RECs and delivered fuel;

competition in retail and wholesale power and natural gas markets;

liguidity of wholesale power markets;

defaults by counterparties under energy, fuel or other power product contracts;

market prices of commodity inputs for ongoing capital expenditures;

capital market conditions, including the availability of capital or credit, changes in interest rates, certain economic indices

and decisions regarding capital structure;

stock price performance of PPL;

e the fair value of debt and equity securities and the impact on defined benefit costs and resultant cash funding requirements
for defined benefit plans;

e inferest rates and their effect on pension, retiree medical and nuclear decommissioning liabilities, and interest payable on
certain debt securities;
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e volatility in or the impact of other changes in financial or commodity markets and economic conditions;

e the profitability and liquidity, including access to capital markets and credit facilities, of PPL, and its subsidiaries;

® new accounting requirements or new interpretations or applications of existing requirements;

e changes in securities and credit ratings;

e foreign currency exchange rates;

¢ current and future environmental conditions, regulations and other requirements and the related costs of compliance,
including environmental capital expenditures, emission allowance costs and other expenses;

¢ legal, regulatory, political, market or other reactions to the 2011 incident at the nuclear generating facility at Fukushima,
Japan;

e political, regulatory or economic conditions in states, regions or countries where PPL or its subsidiaries conduct business;

e receipt of necessary governmental permits, approvals and rate relief;

® new state, federal or foreign legislation, including new tax, environmental, healthcare or pension-related legislation;

e state, federal and foreign regulatory developments;

e the outcome of any rate cases by PPL Electric at the PUC or FERC, by LG&E or KU at the KPSC, FERC, VSCC or the

TRA, or by WPD at Ofgem in the U.K.;

the impact of any state, federal or foreign investigations applicable to PPL and its subsidiaries and the energy industry;
the effect of any business or industry restructuring;

e development of new projects, markets and technologies;



e performance of new ventures; and
e business dispositions or acquisitions and our ability to successfully operate such acquired businesses and realize expected
benefits including PPL's 2011 acquisition of Central Networks and 2010 acquisition of LKE.

Any such forward-looking statements should be considered in light of such important factors and in conjunction with other
documents of PPL, PPL Energy Supply and PPL Electric on file with the SEC.

New factors that could cause actual resuits to differ materially from those described in forward-looking statements emerge
from time to time, and it is not possible for PPL, PPL Energy Supply or PPL Electric to predict all such factors, or the extent
to which any such factor or combination of factors may cause actual results to differ from those contained in any forward-
looking statement. Any forward-looking statement speaks only as of the date on which such statement is made, and PPL,
PPL Energy Supply and PPL Electric undertake no obligation to update the information contained in such statement to reflect
subsequent developments or information.
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PART I. FINANCIAL INFORMATION
ITEM 1. Financial Statements

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, except share data)

Operating Revenues

TJHIEEY 1ottt sttt et st e s b e sa byt e et e reeatsbs s s et b entaebeenanenteanestensanaanans
Unregulated retail electric and ZaS ......vveveerivievieiiniioiareereeiesiessesinssessesseseecassssessesieasasssessanes

Wholesale energy marketing

REATIZEA ...ttt ettt st st s r et
Unrealized economic actiVity (INOLE 14) ....ccciuiririrerieveeiiivesiisiesiersescricssessenseessessssevenssaeasees
Net energy trading MATZINS .......c.oovcouiimererrierireatenierereesteressasseeesessesussessrvsansesseserssvssesessesnssases
Energy-related DUSINESSES ....coeeriiriiieirrieiiirstesecesiensessavnessessesesaresevaessassassassesssanseessrasessessnsses
Total Operating REVENMUES .......ccocirviiiiiiiicericietet ettt ettt vt st vts e b et asaa s eans

Operating Expenses
Operation

FUBL .ottt e e c e e e st a v b e s easus e s e bt erevsautesaabttesse e bbeeeevanabeesenanen

Energy purchases

REAHZEA....coeeeieiieeeectie ittt ettt en e o s s van et ssu e s e sba e tesrnanenseas
Unrealized economic activity (INOLE 14)....cciicirveriiesinscenieeieieeeesiesseeeesssenvnssnessessessesse s
Other operation and MAINIENANCE .....coceveereveereeererevrrrreesieesientesiirsesteseviovssessonssessessesssassassasses
DEPIECIAON ..ottt sttt sttt e st n e en e
Taxes, Other than IMCOME.......cccurviirieiirire e e e ee e st e et sacssssaessasaassassesasesreesesssassases
Energy-1elated DUSINESSES ...veviieeeirerieeriesiesiasieseesteecsssiassessessssssesnveussevsnssessuessossssessssessessserecass
Total Operating EXPEIISES .....cccoieiaverrerrirtiieiiereestesieseensassessssssessessorsesiessasssssassssssassesssssensseses

Operating Income

Three Months Ended March 31,

Other InCOmME (EXPENSE) = TMEL...vveuiiriirieeeiierieiieesterieseteereesaecteessaessaessusssessissessssessssssssesssessuassesns
Other-Than-Temporary IMPaiTIneIlS.......ccectvreertrrerreesrerernrinvieessesessesesssasssssessorssvssessnsesassssassanse
INEETESE BXPEISE......eitiiiierieteitrit ettt e ssesae e e e baebua e vste s e suessnassensensassisen

Income from Continuing Operations Before Income Taxes

INICOINE TAXES ..utiiiieiiiiieciiiircctesieerrereere v e recets s e e baeetesssbuesessanssasssssbesesasbsssanseesiinsnusessenasssesssnsesns

Income from Continuing Operations After Income Taxes

Income (Loss) from Discontinued Operations (net of iNCOME taxXes) ....ucvvceeerirnreesivreesvesieeieneens

Net Income

Net Income Attributable to Noncontrolling Interests..........cecvvrrverivuesivireeseveiriresieresesvsuesrvesenenes

Net Income Attributable to PPL Corporation

Amounts Attributable to PPL Corporation:

Income from Continuing Operations After InCOme TaXeS .....c.ocevruevueviniruenirieenirnieiesecsneeeensanas
Income (Loss) from Discontinued Operations (net of inCome taxXes) .....c.oveveermreeeervernsrerennans
INEEINCOIME ..ottt ettt ettt a e sbe b st et ebe st eaesetens

Earnings Per Share of Common Stock:
Income from Continuing Operations After Income Taxes Available to PPL
Corporation Common Shareowners:

BaSIC 1ottt ettt st b b e at s seansseabe s e bbb e e bt s anasesaa ey s nantsanaesesansvane

BASIC 1ottt cre sttt et e et e b e e e bt s b et U e A b e v ea b e ar et esssateseeanbsesanssereesantaet

Dividends Declared Per Share of Common Stock

Weighted-Average Shares of Common Stock Outstanding (in thousands)

BaSIC ottt ettt e s s s e ate e sbe s arabe e baesas s arateasseeernsasesareesnrenaaren

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of the financial statements.
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2011 2010
$ 1,536 $ 1,014
147 104
1,038 1,359
57 424
11 11
121 94
2,910 3,006
475 230
671 1,009
18) 563
583 444
208 124
73 72
113 88
2,105 2,530
805 476
) 8
1
174 111
625 373
223 126
402 247
3 8
405 255
4 5
$ 401 $ 250
$ 398 $ 242
3 8
$ 401 % 250
$ 0.82 $ 0.64
$ 0.82 $ 0.64
$ 0.82 $ 0.66
$ 0.82 $ 0.66
$ 0350 $ 0.350
484,138 377,717
484,345 377,986



CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Cash Flows from Operating Activities
INEE INCOMNEC .. veutiercneaienanaeneanieseassssseessesaessaesncenisaasnscconenatas 2 na s s £ an s esaae o srcesbanssorasoaesaassassaboasnsnssanannsaens
Adjustments to reconcile net income to net cash provided by operating activities

DICPTECIALION ..etiisenirnccnte ittt st a s a s s e a2 e b s e b ea s ab s s b s et A e e b e e s e e e

AMOTLZALOMN. ...eveeveocireereviraeesereveise s e s ennnacnenananae

Defined benefit plans - expense...........coccoorveenncnecneans
Defined benefit plans - funding.......ccocccoovenerineiocnn.
Deferred income taxes and investment tax credits
Unrealized (gains) losses on derivatives, and other hedging activities
Provision for Montana hydroelectric litigation

Change in current assets and current liabilities

ACCOUNLS TECEIVADIE ..vvviviieiie i cte ettt e e rteses et s s et vannssesassne et enssaenssanssesareersrasnssensnannensassssnseennnns
ACCOUNLS PAYADIE «...cciiviri ettt et ncr e sttt b a2 A
UNDIHEA TEVENMUE ...vvocveeiiesicreieeesesressssseeereestaesebesensearsstannneaanamassnsasssssasssessssnsnasesusesseararaessasenrar-

Prepayments ......ooveoviimeimenisncroreneireimmsmnsesnssninesirenenons
Counterparty collateral ..........cccooevinnniicincinmncncnns
Taxes....cccoccvneen

Other operating activities

NET ASSELS ...evreeeiieeresienesnrsratesessassossesasassessesssesorsssees sesassensaneanssansnsaaasssesenssessennnessessssssrarerssnnsansnres

Other liabilities
Net cash provided by operating activities
Cash Flows from Investing Activities

Expenditures for property, plant and eqUIPMEN .........coccuriirrieriniiiinenesim s cons s nnsnessanaens

Proceeds from the sale of certain non-core generation facilities
Proceeds from the sale of the Long Island generation business
Purchases of nuclear plant decommissioning trust investments
Proceeds from the sale of nuclear plant decommissioning trust investments...

Proceeds from the sale Of Other INVESIMEILS ...cc.vvvivevres e eenieessseerrevesseasnee e ersebessseersesasnensnessseasenensar

Net (increase) decrease in restricted cash and cash equivalents
Other investing aCtiVItIeS......c.cccerererciicviiiee e
Net cash provided by (used in) investing activities....

Cash Flows from Financing Activities

Issuance of 10Ng-1erM ADL.....c.ccciiiioiiiii et cs et s n s

Issuance of common stock ................. .

Payment of common stock dividends.........co oo s

Net increase (decrease) in short-term debt ...

Other fInAnCIng ACHVILIES ..c.covvuimmmreeriimrisiinieni e sare et s s sn et sneassscssers s s san b asssschsarsrnssranses
Net cash provided by (used in) financing activities ........coovomerriinicneiimine s

Three Months Ended March 31,

Effect of Exchange Rates on Cash and Cash Equivalents
Net Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents at Beginning of Period...........ccoviinicininiiinnneinnies s
Cash and Cash Equivalents at End of Period.......c.ccceniniiiminiiiiirciniese s essseansses

2011 2010
$ 405 § 255
208 128
47 33
39 27
(438) (142)
204 3
(96) 107
3 56
7 23
(57) (1on)
112) 178
199 (176)
(85) (94)
(195) 351
10 80
50 61
@ (4)
11 21
196 798
(428) (283)
381
124
79 (49)
75 44
163
(7 (130
(7 (16)
98 (310)
597
16 14
170) (131
187 (36)
(20) (14)
13 430
13 5
320 923
925 801
$ 1,245 § 1,724

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of the financial siatements.



CONDENSED CONSOLIDATED BALANCE SHEETS

PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars. shares in thousands)

Assets

Current Assets
Cash and cash eqUIVaAlENts ......ooceoiiiiiiiiiiii e
ShOT1- LRI INVESHITIEIIES v e ieeeee i i seeeeieieeeverertrerererereesarassssas bbb saeasarasavaseesensances
Restricted cash and cash equivalents .........cc.coiiiiiiiniiiine s
Accounts receivable (less reserve: 2011, $56; 2010, $55)
CUSEOIMIET 1. eeveree et eeeee it eeeeeesees s aatsesbtstateeeanbanresasaaseassteaabasbassnsananeaeasaneesanbeaeeeeeeas

UnDIIEA TEVEIMUES ..ot ettie e s bbb et ser s s ore s sanesas e sannensees
Fuel, materials and SUPPLES .......ccoovrerieriririenieiecn ittt
PrepaymentS.....cooiiiriiiiiiiii ettt s b s e ea s et s
Price risk management aSSELS ........ccoverrevieeiiceniiiriiinies et e s
Other INEANZIDIES .. .oeuviriiieiiee ettt sas e st cans
AsSets held FOr SAIE .ooviiiiiicece ettt e
ReEGUIALOTY ASSCLS .uvieuirieeiiiiieeieit ettt cr e e b s sre b s b i
Oher CUITENT ASSELS. .. ..eieiriiriieerieriiesir it et st e cra e sas e te s easseb e s st e st e s s ersavbseeabees
TOtal CUITENE ASSELS ..c.veiirrierierienreerieteneerte st st cs v es st s satesse st saesraesusirssanvane

Investments
Nuclear plant decommissioning trust funds.........cocoovvivncmimicninnice,
OhET INVESUIMEIILS 1.vvvviveeiesisirierirteeeeiieesessiatrevesvecensassssastesesssessssavasesssrseuanesesessssnssnmen
TOtA] INVESIIMIEINTS...eeiiiiiiiiiiiieieiiirieriear b cse e csaseaasaesassaeaesacastesuossrssssnsassnsnsssnsnnsssss

Property, Plant and Equipment
Regulated utility plant - electric and gas........covviviniiiiiini
Less: accumulated depreciation - regulated utility plant.......c.ccooeiiniiiniinnnnnene
Regulated utility plant - electric and gas, NEl.........cooviviiivininnreicien
Non-regulated property, plant and equipment
GENETALION v eveteeteeireete it et ee et cen b s sreesses e st s bbb s be b be s ean e es b s eabseatesanssabeans
INUCIEAT UET 1.ttt e s s s e

Less: accumulated depreciation - non-regulated property, plant and equipment....

Non-regulated property, plant and equUIpment, NEL........ccceciririiiiiiininsceinennes
Construction WOrk in PIOZIESS .....c.civieciirerireciinire et eee et s s er e ens
Property, Plant and Equipment, Net (2)......ccocoovvvirvenmenniniinenic e

Other Noncurrent Assets

ReEGUIALOTY @SSELS ..vruireeeniriicrteieiesin ettt a e s st st ern s e s s e asas
GOOAWIIL ..ot et s st sb e e e st ab st ns
Other INtANZIDIES () 1.vevvreveieeierietee ettt ettt r e st s srs s esassan s
Price risk management SSELS .......c.ocvvrirversieriiirieiniie e sttt vae e
Other NONCUITENE ASSELS...c.vererieerrieirerireeciiaeicsiie st st r e s re b e easesrasastsentssassersavases
Total Other NONCUITENE ASSELS ...e.viriiriiriiieriecteniiiee s ettt sesrcone

Total Assets

March 31, December 31,
2011 2010

1,245 925
163
33 28
734 652
68 90
593 789
621 643
523 435
1,785 1,918
55 70
374
35 85
55 16
5,747 6,188
644 618
76 75
720 693
17,235 15,994
3,105 3,002
14,130 12,992
10,188 10,165
595 578
488 403
5,550 5,440
5,721 5,706
1,331 2,160
21,182 20,858
1,154 1,145
1,792 1,761
963 966
600 655
583 571
5,092 5,098
32,741 32,837

(a) At March 31, 2011 and December 31, 2010, includes $418 million and $424 million of PP&E, consisting primarily of "Generation," including
leasehold improvements, and $11 million of "Other intangibles” from the consolidation of a VIE that is the owner/lessor of the Lower Mt. Bethel

plant.

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of the financial statements.



CONDENSED CONSOLIDATED BALANCE SHEETS

PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

Liabilities and Equity

Current Liabilities
SROTIEEIMI AEDL....eoeiiieeeee et re et e rbeaee s eentas et eearntsreseaseneesnersinees

Price risk management Habilities .......ooeevverivcninecneneecre et
Counterparty COHAteral ........o..comiierinennir ittt ettt ee e,
Regulatory HabIIIES .....c.ceeerirrieiernecrernreratrer s et nae s e es
Other current HabiliIes ......c.ooviviiririe e e

Long-term Debt

Deferred Credits and Other Noncurrent Liabilities
DEfErred INCOIME LAXES vivrrrireiriireeeiirreriressreeestesessssessteaesnssnstitnsnsesessssssanesssnsassssesnns
INVESUMENT 18X CTEAILS .vivvvrereriarisieeeioireceeerresscveesnesitreesnesesssieeesnseesssvenrassssasenesssnns
Price risk management Habilities ........coovieeviiimiice e
Accrued pension OblIZAtONS. ...c.covvcieiererrert et bbb eene s
Asset retirement OblIZAtONS ........ccvieiriiiirimreinir e
Regulatory HabilitieS ... ..eciviri vttt erir et eb e
Other deferred credits and noncurrent Habilities........ccvveeeivnieeisrreeriiireisien e eiie i
Total Deferred Credits and Other Noncurrent Liabilifties .....c.oooeeveveireeveienveiineeinns

Commitments and Contingent Liabilities (Note 10)

Equity

PPL. Corporation Shareowners' Common Equity
Common stock - $0.01 par value (8)....ccoveeieerinirerirneeeeo e e e eenenens
Capital in eXcess 0f PAr VAIUE ....ccvvviveiiiieie et ee et ebe e
Earnings reinVeStEa. ...c..ooriieieriiirineteiereime e s restee s s stiese et e sresessensesaesassensens
Accumulated other comprehensive 108S......cuvveeririieer e e ienree e e seennne.
Total PPL. Corporation Shareowners' Common EQUItY ......ccooveveivemreevieecneeinennne

Noncontrolling INEIESES ......cveeieieiriretreieese et e s et nsn e

TOLAl BQUILY coveureeiceee ettt et e et s e e e be s

Total Liabilities and Equity

March 31, December 31,
2011 2010

$ 881 $ 694
502 502

941 1,028

140 134

224 166

174 174

1,010 1,144

143 338

79 109

808 925

4,902 5,214

12,247 12,161

2,839 2,563

251 237

397 470

1,094 1,496

442 435

1,032 1,031

739 752

6,794 6,984

5 5

4,637 4,602

4,312 4,082
(424) (479)

8,530 8,210

268 268

8,798 8,478

$ 32,741 % 32,837

(a) 780,000 shares authorized; 484,618 and 483,391 shares issued and outsianding at March 31, 2011 and December 31, 2010.

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of the financial statements.



CONDENSED CONSOLIDATED STATEMENTS OF EQUITY

PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

PPL Corporation Shareowners

Common
stock Accumulated
shares Capital in other Non-
outstanding ~ Common  excess of par Earnings comprehensive  controlling
(a) stock value reinvested loss interests Total

December 31, 2010 .......ccuevverures 483,391 $ 58 4,602 $ 4,082 § (479) $ 268 $ 8478
Common stock issued (b) ............. 1,227 40 40
Stock-based compensation............ (5 &)
Net InCoOme.....coovieevcevvrirevriarennne 401 4 405
Dividends, dividend equivalents

and distributions () ....ccveeeveneen. (171) 4) (175)
Other comprehensive

income (10SS).....vevevericvvreirivanns 55 55
March 31, 201 1......cuivevrcnvrcnncnes 484,618 $ 5% 4,637 § 4312 § (424) $ 268 $ 8,798
December 31, 2009..........coonvevenee 377,183 $ 4 3 2,280 $ 3,749 $ (537) $ 319 § 5815
Common stock issued (b) ............. 948 33 33
Stock-based compensation............ 3) €))
Net income.......cccooeecernevenvenneeenen. 250 5 255
Dividends, dividend equivalents

and distributions () ....ccceeevenne.. (133) 5) (138)
Other comprehensive

income (1088)....ccccvvvevrenveenrernnnnnn 249 249
March 31, 2010...cceevecaescrornsene 378,131 $ 4 % 2,310 $ 3,866 $ (288) $ 319 $ 6,211

(a)  Shares in thousands. Each share entitles the holder to one vote on any question presented to any shareowners' meeting.
(b) Each period includes shares of common stock issued through various stock and incentive compensation plans

(c) "Earnings reinvested" includes dividends and dividend equivalents on PPL Corporation common stock and restricted stock units. "Noncontrolling

interests” includes dividends and distributions to noncontrolling interests.

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of the financial statements.




CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)
Three Months Ended March 31,

2011 2010
Net income $ 405 $ 255
Other comprehensive income (loss):
Amounts arising during the period - gains (losses), net of tax (expense) benefit:
Foreign currency translation adjustments, net of tax of $1, ($1) oo 67 (93)
Available-for-sale securities, net of tax of ($12), ($11).iviieevneneeenec e, 12 10
Qualifying derivatives, net of tax of ($32), ($262) c.ceevvrrvviirerincrrnc s 37 377
Equity investees' other comprehensive income (loss), net of tax of $0, $0 ..o (§))]
Reclassifications to net income - (gains) losses, net of tax expense (benefit):
Available-for-sale securities, net of tax of $3, $2 .oocvviriiiei e e 7 2)
Qualifying derivatives, net of tax of $51, $37 .ooorriiiie e (69) (60)
Equity investees' other comprehensive (income) loss, net of tax of $0, $0 ... 2
Defined benefit plans:
Prior service costs, et of tax 0f (82), ($3) e e eseessesnsceer e eeanens 3 2
Net actuarial 10ss, net of tax 0f ($4), $O..eeiioeirieecee et esre s sare e 11 14
Transition obligation, net of tax of $0, $0......ccveviriirincinrrr e 1
Total other comprehensive income (loss) attributable to PPL Corporation.........u.u... 55 249
Comprehensive income (loss) 460 504
Comprehensive income attributable to noncontrolling interests .....c..occevvervireeercruinannees 4 5
Comprehensive income (loss) attributable to PPL. Corporation $ 456 $ 499

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of the financial statements.



CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Energy Supply, LLC and Subsidiaries

(Unaudited)
(Millions of Dollars)

Three Months Ended March 31,

2011 2010
Operating Revenues
Wholesale energy marketing
REANZEA oottt ettt e e sttt s s saee s e svasaaanee s senneeessnaeseesnanen $ 1,038 $ 1,359
Unrealized economic activity (INOte 14)...ccoiiimiiiiiiiiiie e e 37 424
Wholesale energy marketing to affiliate .........coooooiiiiiiiiiieiii e 6 115
Unregulated retail electric and gas.......ccuveveceiimneiciincie e 147 104
Net energy trading MArZINS. .c..ocoevveererreeieririereeriteese sttt serese e e s s e s e b s e e ras st ene 11 11
Energy-related DUSINESSES .. ccoeeivrrieeitirieire e riirrcete et e et cee et enre v nsssessrevnaeenanesnnesse 110 81
Total Operating REVENUES .........ccvirirviiriiccrieriercee e eenvaetesesesesreaenesesaseseniesesnenea 1,369 2,094
Operating Expenses
Operation
FFUBL. .ttt et et e e e seve st s e st s v s e e ssa e s s v r s ey e es st e e b e s rasseesseaenneenas 260 230
Energy purchases
REAHZEA ..ceveeie ettt ettt v st e e e s tuecsuevanene s aasssasavssassneesbennsansseassesneseasees 314 600
Unrealized economic activity (INOte 14)...ccooiiiniiiieiei et (18) 563
Energy purchases from affiliate.........cccocvviriniininiincciiscccrecee 1 1
Other operation and MAINIENANCE .........eeceerierierirereeritneiria e ereessessevesrireesresneesrevens 245 298
DEPIECTALION. ..cveeeeeiit sttt b e s as s s s eb s s s s b e e b she s b e s 59 57
Taxes, Other than INCOINE .......veviiiee ettt e e e e e sesssaas s babaestssesassssbsssusnns 16 11
Energy-related DUSIMESSES . ..c..ceueieriirieienieitie et et s cre et et css b b e se e 108 81
Total Operating EXPERSES....c..evcriviiiiriiiicritince ittt esevre st vt esre b e ose e 985 1,841
Operating Income 384 253
Other Income (EXPENSE) = NEL.....oemteiriiiieniiiicee ettt e s e et vaee et e 14 6
Other-Than-Temporary IMpairments..........oocvevvveievieemmnenreemeririeiiere e soresreseresseesne 1
Interest Income from AFFIALES. ...covieivie ettt 3
INtEIest EXPEMSE ..ocuivviiiiiieiiiciciicr vttt sttt e 47 53
Income from Continuing Operations Before Income Taxes 353 206
INCOINE TAKES ..oveeveerrririueenrienreesierieessassnreeseesesteasessneemsaaastsestssuteasearsanaeaeaneeeraesreeanseresesanuenns 142 82
Income from Continuing Operations After Income Taxes. 211 124
Income (Loss) from Discontinued Operations (net of income taxes) ......ccooecevverneeivecnnes 3 76
Net Income Attributable to PPL Energy Supply $ 214§ 200
Amounts Attributable to PPL Energy Supply:
Income from Continuing Operations After Income Taxes........cocevvcevveenireneninininnncens $ 211 % 124
Income (Loss) from Discontinued Operations (net of income taxes) .......c.ccovveereveerueenne 3 76
INEE INCOMMIE ettt e et s e e e e e e vetseresetests et et sasssavenseaseasesetsasaesesssassssresnesseasnsnsans $ 214 % 200

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of the financial statements
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Energy Supply, LLC and Subsidiaries

(Unaudited)
(Millions of Dollars)

Cash Flows from Operating Activities

INELITICOIMIE ... oeevveveeveeresreeressenseeseestssssesenesaeesbeereerssbs seosbesssons et s eeamnRen R s e s ereansen e R e s s s nsbassansontsarsabeas
Adjustments to reconcile net income to net cash provided by operating activities
D 1c) 5L os 1T L Le) OO OV ST UUUUIU TP IO Y SUUTIO R RP YOS
ATNIOTUZALION 1.t veerverreietiseetanereessessaestesnssesennenesessresnasseesrbeseasonisssosssnnrsssessrantnassesseesnnsseanssssen
Defined benefit Plans - EXPEISE ...cccveirerivinsiiiiinsnisrrss e st isrns st s st e e
Defined benefit plans - fUNAIng .....coccooviiiiiiiii
Deferred income taxes and investment tax CreAItS....ovivcmiriimimieiiiiiiiiinre et rne e es
Unrealized (gains) losses on derivatives, and other hedging activities ......onvveniececnniicionans
Provision for Montana hydroelectric HHZalON .....ccoiveevriisieisiereie s
1111 SO OO SO SO OO SO U OO UUOIIPPPOI
Change in current assets and current liabilities
ACCOUNES TECEIVADIE .....veeevvieieeetisesieesnrasiee st e e st scre s s ena et n e b s e n e st e b baanennensesans
ACCOUNES PAYADIE ....vviiriiitii et et
UNDIIEA TEVEIMUE........vovveeeieeiecieenieeseenteeenne e snsse st essesbass s et s s et as st bress s e bstabeaasasnserrreessenane
PIEDAYITIENIS ... vitenteuieeesarees it e e st e nes s et st et s rean s e R n e s s st st s e r e nn e s hn e e bR st eaaa st n s n 0
T AXES cvverrarssarseesseeiseasasssessssassannseassessaesseesnnasaa b e ebaeasnnen e re e s it oA e e R s s sR s e e R e e R s e R A e b r e r e e an e ba e n e sens
Counterparty COHALEIAL ....ccooviivriiiiimre ettt sb bbbt es e
OIDET v voieeereseeeenrrassecteseeeessnsstesssanssaseeeesaae s st esbasseeneeoneraner e seuseh e s b s s an e b e s SR e s Sebenbesab e e e nn b e e nn
Other operating activities
ONIET BSSELS - vrervvreerreeirisinrerassiasssaesesesenaaansesasesssesneesoneaaneseeassenbeesabsasRsse e S as b aenssssenbassnarnsnsres
OLhEE HADIIIEIES .vveveeieviarereeereeeeencceeseseessmenenneessesinessessarenns st antaeasesserbssasesnnnsbessasnsasnsassseasns
Net cash provided by Operating aCtVIties.........ocoererrriiimnsrcnmnnnnsnnn e
Cash Flows from Investing Activities
Expenditures for property, plant and eqUIPMENL ......cccooviiiieimcnncnrneencetere s
Proceeds from the sale of certain non-core generation facilities .......cocovvivireneininvniinnnnennes
Proceeds from the sale of the Long Island generation buSiness ..........ovvvvvvrvesierinniiiicccnnnicns
Purchases of nuclear plant decommissioning (rust iNVESIMENES ....ccvervveemnirveeeriertenrienrecnieanenss
Proceeds from the sale of nuclear plant decommissioning trust inVeSIMENts .....covveereveerinsenenns
Net (increase) decrease in notes receivable from affillates ......oooevvermiiiivneiiinn e
Net (increase) decrease in restricted cash and cash equUIVAlENES .......coviveveiviineciiceneinnirecenn
Other iNVESHNE ACHVILES ..cueuereeivctiiiirreeeie e et ab e a e st
Net cash provided by (used in) investing aCtiVIties ......occ.coviereireiiiicseerneneescannnnes

Cash Flows from Financing Activities
Issuance of long-term debt
DiStriDUtioNs 10 MEIMDBET .....comeuerinmeeseereemitreestanesisseconseseisssanrensensansarseneerssssssssssnssssnsnsessenaean
Cash included in net assets of subsidiary distributed to Member...........ccccvvmiiiniinncnnne,
Net increase (decrease) in short-term debt
Other fiNanCing ACHVILES ...ccoveririiriinmereisnre ettt e s

Net cash provided by (used in) financing aCHVILES .......ccvevrererirenvinnreceenceaeianinns

Effect of Exchange Rates on Cash and Cash Equivalents

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of PEriod .......coivoereiireimniniieiceecinn
Cash and Cash Equivalents at End of Period...........cooeevriiiviiminicincincce e

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of the financial statements.
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Three Months Ended March 31,

2010
214§ 200
59 91
33 35
9 16
(127) (74)
105 @27)
(105) 109
3 56
10 21
69 89
92) 92
122 (254)
51 21
42 123
(195) 351
@) 102
3) (1
11 21
202 961
(127) (216)
381
124
a9 49)
75 44
(458)
(%) (134)
€3)) (15)
(224) (246)
597
1) (162)
(325)
350 (36)
8)
(56) 391
5
(78) L111
661 245
583 1,356




CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Energy Supply, LLC and Subsidiaries

(Unaudited)

(Millions of Dollars)

March 31, December 31,
2011 2010
Assets
Current Assets
Cash and cash equIVAIENLS ..o $ 583 % 661
Restricted cash and cash equivalents ........ccoocoocveiinniiniivniii 22 19
Accounts receivable (less reserve: 2011, $18; 2010, $20)
CUSTOIMIET 1vcvteteere et cnreeveteetne v baesstr e s s s e bbbt e smaeva e s ent e amtssaes s sosabeassbtsssanessnnesnans 174 225
OHBET ettt e e s e st e st e asae s s bee s st e an s s e e nareas 25 24
UnDIIIEd TEVEIMUES ....vvvveevrieiinieieeeiesseeee e s e rteesesesee st esanesanenstessnuessrnvaneensesmeesaverans 294 486
Accounts receivable from affiliates .....c.cooeerriiriiienncer e 59 124
Notes receivable from affiliates ... 458
Fuel, materials and SUPPHES ....c.ceevevvictireriirenreentiiniene et 307 297
PrePAYITIENLS . ..coutiiiiieiiiiiiie it st b bbbt b er b s e ae e sba st s saa s sabeeanbens 21 89
Price risk management 8SSELS ....ccuveeeereerrerrierertes e esereres s s st et 1,769 1,907
Other INtANZIDIES.....cveveeereerice et 11 11
Assets held for Sale ... 374
ONET CUITEIIE ASSEES..vuruverreeereeruerieesieneeriiesteereeesestbesssseesineenessbsssnnsersssane st st saneenrs 9 11
TOLAl CUTTEIE ASSEES ..vveerrrereririiiesesisreereeseseararseasinessseaasesesessenvasesasssresssssecssseevasnesns 3,732 4,228
Investments
Nuclear plant decommissioning trust funds..........cccoevcvnrnniininniineniens 644 618
Oher INVESHTENES ...oveeieieeeereeert ettt se st e e e e s s rs s sas s e e sasones 37 37
TOtal INVESHNENTS. ..eoiveeereiereicteeteet ettt et st ce s et et srs e v e sassavemavaneresaeenes 681 655
Property, Plant and Equipment (Note 8)
Regulated utility plant - electric and gas........ccccvvviiriiniinrcnrnieneeniesse s 4,269
Less: accumulated depreciation - regulated utility plant...........c.cocinninininnens 888
Regulated utility plant - electric and gas, NEL........ccviinvvrinenenenninens 3,381
Non-regulated property, plant and equipment
GEMETALION. 1...veeviiieeeeteeterusstests e seavseesee e beesbessnesseesaseasasaneosnessssssshnsesesenesareenneesens 10,192 10,169
INUCIEAT FUEL ..ottt e e 595 578
BT ettt s e e et e v e ssee e s an e s e ese s et e e es bt eabe e ey eseteass s o s esanannaesauerrern 240 314
Less: accumulated depreciation - non-regulated property, plant and equipment.... 5,459 5,401
Non-regulated property, plant and equipment, Net..........ccovieiiiiniiciiniininiienn. 5,568 5,660
Construction WOrk in PrOZIESS ......cccveviiiiiriiiieicriete it 606 594
Property, Plant and EQUIPMEnt, NEE () ....corvovrverueereerreerevrireiiissiasesisisissessesssssenes 6,174 9,635
Other Noncurrent Assets
GOOAWIIT (INOLE 8)..viveveerieeeveiiiiieitesceieietecesbessseeesstseessessasssessranssssseessaressesuesssnenses 86 765
Other intangibles (2) (INOLE 8)....ooeroiiriiiiiiiccnenrce e 384 464
Price risk Management aSSEES ....cco.ivirvivrterrirtreeitnteetiecsese ettt sa s 590 651
Other NONCUITENE ASSEIS...vicveerierierieetiesteiretret et eresbesee st eba et eressrae st s s avasanevacesuevens 366 398
Total Other NONCUITENE ASSELS .v..vviririerreere e et see s sesens et sestesescas e ssssseenns 1,426 2,278
Total Assets $ 12,013 § 16,796
(a) At March 31,2011 and December 31, 2010, includes $418 million and $424 million of PP&E, consisting primarity of "Generation," including

leasehold improvements, and $11 million of "Other intangibles" from the consolidation of a VIE that is the owner/lessor of the Lower Mt. Bethel

plant.

The accompanying Notes 1o Condensed Consolidated Financial Statements are an integral part of the financial statements.

12



CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Energy Supply, LLC and Subsidiaries

(Unaudited)
(Millions of Dollars)

Liabilities and Equity

Current Liabilities

INLETESE .ottt ettt ettt et crr e seva e rae e e e e sab e srn b e saees
Price risk management Habilities ........ccoomererrerierenrereeciie e
Counterparty collateral .......c.ocoiiirrei e
Other current HabilItiEs ....ccvcvrveeeieeeeeie et s srne
Total Current L1abilitIEs....c.ceeverrirreiiereecriicern et e svesna e esaaan e

Long-term Debt (Note 8)

Deferred Credits and Other Noncurrent Liabilities
Deferred INCOME LAXES .ivvviiiiiriiiirriirircrererreerreesesireesrseesasnstiseessssensssssenssnessasanssnsesses
INVEStMENE LAX CIEAIIS .oiiiiiiiiiiiiiiir it ieesetire et s eeetaeeeeseeaesvasaniensaasessnseesessssenensssnesos
Price risk management lHabilities .....c..ocovviiioiiieeciiin e
Accrued pension obligations (NOe 8) ......cccvvrirririmnieiiinieiccee e
Asset retirement ODIZAHONS ..eovveveeeieecceiee et nerie s anrs et
Other deferred credits and noncurrent 1iabilities.......cocvimeereeciiiereeceericreerereseciansneeee
Total Deferred Credits and Other Noncurrent Liabilities ......ceerceveveerieeeiiescninnnenennes

Commitments and Contingent Liabilities (Note 10)

Equity
MEMDEI'S EQUILY 1vvrivveeerescireitreeier st seeetesenat st e sesaeee e e s aniessraessnaassnsasscnsnnensenaneses
INONCONITOIING INLEIESLS. .. vvvrevrerieiierieieeie st e raesrane e e saesseaesrneasnenesnensseensannnases
TOLA] EQUILY 1vvvvivieieiectceereete st see e e s ase st e sra s aaeessrssesenes s aranesebenasenson e e st snbasanesnnens

Total Liabilities and Equity

March 31, December 31,
2011 2010

$ 700 % 531

500 500

438 592

27 43

108 119

64 110

987 1,112

143 338

530 624

3,497 3,969

2,776 5,089

1,240 1,548

92 81

367 438

179 619

333 332

191 211

2,406 3,229

3,316 4,491

18 18

3,334 4,509

$ 12,013 $ 16,796

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Energy Supply, LLC and Subsidiaries

(Unaudited)
(Millions of Dollars)

Non-
Member's controlling
equity interests Total
December 31,2010 $ 4,491 $ 18 3 4,509
INEL INCOMIC coeevvieireeerereriesteecaeeeesirveieesseaesessaeeesaesesbeseraeeraneesraeessoniusens 214 214
Other comprehensive inCome (108S).....c.vvvurineiriirieeecenreviiiiierereeree e 20) 20)
DISHTDULIONS ..eeveeieeiieieceee et erv et creesee s e b e e reecabeerneeaenes (81) (81)
Distribution of membership interest in PPL Global (2) .........cccceouveeneee. (1,288) (1,288)
March 31, 2011 $ 3316 $ 18 % 3,334
December 31, 2009 $ 4,568 $ 18 $ 4,586
INELINCOIMIC e vt eervrerrvecreeesatneesvesesireesseeesuseassseisaessareacaresenseesesssasensrees 200 200
Other comprehensive IncOme (1088)....c.cccvivvreiivveinvevevinenere s 251 251
DASHADULIONS .vveiierteectee ettt ee et eee e aes e s saaeereneeesiaeesneseenn (162) (162)
March 31, 2010 $ 4857 % 18 3 4,875

(a) See Note 8 for additional information.

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

PPL Energy Supply, LLC and Subsidiaries

(Unaudited)
(Millions of Dollars)

Net income

Three Months Ended March 31,

Other comprehensive income (loss):
Amounts arising during the period - gains (losses), net of tax (expense) benefit:

Foreign currency translation adjustments, net of tax of $0, ($1) cccvreveiriivnnee
Available-for-sale securities, net of tax of ($12), ($11) v
Qualifying derivatives, net of tax of ($34), ($265) .. ccvrrrereeeceirernenrireresreenenns

Reclassifications to net income - (gains) losses, net of tax expense (benefit):
Available-for-sale securities, net of tax 0f $5, $2..crervirvereeeecee e
Qualifying derivatives, nel of tax of $54, $38 ...cccovvmmmiciciieinrerecerrececeenas
Equity investee's other comprehensive (income) loss, net of tax of $0, $0 .........
Defined benefit plans:

Prior service costs, net of tax of ($1), ($3) cvrreivcimremieeeeeeirceeer e
Net actuarial 10ss, net of tax of $O, ($1)uecciiiirimrieereeinerinecesrress s
Transition obligation, net of tax of $0, $0 ......cccocviiiciricrineereeesereeene
Total other comprehensive income (loss) attributable to PPL Energy Supply

Comprehensive income (loss) attributable to PPL Energy Supply

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of the financial statements.
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2011 2010
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79 (60)
2

1 I
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1
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME

PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)

(Millions of Dollars)
Three Months Ended March 31,

2011 2010
Operating Revenues
RELAI] CICCIIIC ...veveieiieieeie ettt sttt aa bt e s e e s eseesesaenes $ 554 § 811
Retail and wholesale electric to affiliate..........ccooov i 4 2
Total Operating REVEIMUES ........ccooiriiiiiiiiiecere ettt e vavns s 558 813
Operating Expenses
Operation
ENETZY PUITHASES ...veiuiiiiiiiiciineeienie ettt ettt e et b sbe st e e sms et et nsen 251 410
Energy purchases from affiliate ........cccocooiiiiiiiiiiineiie e 6 115
Other operation and MAINLENANCE ........cccourrerrirerieriertniereereesteerrerreserseeeseeserseeseeseeneenenns 130 120
DIEPIECIALION w.eeeieeiieetiie ettt et ettt et et e s e ne e s e seeessanenesrenanen 33 34
Taxes, Other than INCOIME. ......oov i eeeeeiieieie i cistver et e veetcesiseeeseuessessesassssrsseessessesssssssssssssens 35 47
Total Operating EXPENSES. .....cuaivuirnieiiriiiierteiertnctevt et ettt sre e e tesan s s s s saees 455 726
Operating Income 103 87
Other Income (EXPENSE) = NMEL..c.ciuiriiriereeieieieieeteetet e e st ries e sitese e st et eseneessaesresnesaneos 1
Interest Income from AffIHALE ...c..co.eevieiiiiiiic e e 1
INEETESt EXDPEISE ..ovviiiiitiiiit ettt ettt ettt st st n e b saaes 24 26
Income Before Income Taxes 79 63
INCOME TAXES 1. veeeereiereer ettt ettt r et a et eon e b s b e s e e asb s st sa s b saeais 23 21
Net Income 56 42
Distributions on Preferred SeCUrities ........ccooiiveiiiiiiiiiie et 4 5
Net Income Available to PPL Corporation $ 52§ 37

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Cash Flows from Operating Activities

Three Months Ended March 31,

INEUINCOMIC 1.ttt ettt e a e n s bt etns s etsebe s nsbar s et eanetsebeetesrareeransnis

Adjustments to reconcile net income to net cash provided by (used in) operating activities
DIEPIECIALION «..icvvviiiticriiie et e re sttt ettt st nen et et e beste e ne s enebenne
AMOTLZALION .eriiiiieiiiiietiest e re ettt et eebre s e saesbesbe e saesensbassesbeansassessenssetesstarnnnsensnsss
Defined benefit plans - EXPENSE .....c.ccvvviveririeirieees et e b ar et ess s
Defined benefit plans - funding........oeocevveeiiiise e
Deferred income taxes and investment tax Credits .........evereirevrerrinirereseieecie s eresreneons

Change in current assets and current liabilities
Accounts TECEIVADIE .....cociiiiiiiiiict ettt et sttt e
ACCOUNES PAYADIE ..ottt et sttt b e et ne et ebe b s n b ne
UNDIIEd TEVEIUE ....coveviiiiintar sttt sttt r s n e seseaen
PIEPAYIMIEIILS ...ttt et st ettt st re st st st et be s se e e sb e s be st e st esesee s st aressnsnans
Regulatory assets and HHabilities .......cccovvvevieieiriniesnee e et

Other operating activities
OHNET ASSELS «.ecveiiiievirtrire et crere st et ste e sttt ste st an e aaa st n e b st s sn et st e st ebesbesn e nentnssabnene

Cash Flows from Investing Activities

Expenditures for property, plant and eqUIPMENT ......c.coivieiercrieee e

Other inVesting ACHVILIES .....vcvvrererreiieeceerc et es e sss et seess st ess b s besesnesnenns
Net cash provided by (used in) investing aCtiVIti€s.......couvecvicrivreereiiereeeeee e enesrns

Cash Flows from Financing Activities

Common stock dividends t0 PPL ....c..coioiviiiiiiiieeeees e e e

Dividends on preferred SECUTIHES ....c.vvvivierveirireieiie ettt stesrer s es s b s ebnanes
Net cash provided by (used in) financing activities .......cccovvecverecrereeeiinreraceerrennns

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period..........cccovvvmnirieniinsecreieneneceeerenennns

Cash and Cash Equivalents at End of Period..........ccocvivimvecinecniecnieiecceceeecr e

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of the financial statements.
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2011
$ 5 $ 42
33 34

(2)

4 6

(98) (44)

(29) 17

3 3

(61) (86)

(52) (28)

33 74

17 (121)

37 (13)

27 3

17 (8)

1 5

@ 5

47) (113)
(129) (61)

4 €))

(125) (62)
(18) (17)

€)) %)

(22) (22)
(194) (197)

204 485

$ 10 % 288




CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries

(Unaudited)

(Millions of Dollars, shares in thousands)

Assets

Current Assets

Cash and cash eqUIVAIENLES .....c.ccoei it
Accounts receivable (less reserve: 2011, $16; 2010, $17)

Customer

Materials and SUPPIES .....cccceriiiirniirieniiicrcr it
Prepayments... oo

Regulatory

ASSELS ettt s e s tb s s e es bbb s e aas s anastuaas

OhET CUITEIE ASSES.c.veieiirerrereurireeirveteseirserssreressssrsvsasnrssuesseesiessesmrarnssansusssessisssnnnses
TOtAl CUITEINE ASSELS .iieeiivviererrnriitiureereisereesesviisaressisesevsesnrerreuescrssasvasssesrsesvsssssrsarsrsn

Property, Plant and Equipment

Regulated utility plant - @lECHIC. ...ccveovirvrevirieririreierc e
Less: accumulated depreciation - regulated utility plant - electricC........cocervvervrcnnns

Construction WOTK i PTOZIESS ...covvvreiiiirievienieirtienrens e sevtese s v e seesscosensenessenees
Property, Plant and EQUIPMENE, NEL ......ccceeoireriiiiriniinence et e

Other Noncurrent Assets

Regulatory
Intangibles

2 T 1 O R UOTO

Other NONCUITENT ASSEES...vvuurireiiriieieeieirierieeiessirrteeeesssssirtstreesseesseesisssssnssssvesiessssrenns
Total Other NONCUITENE ASSEES ..vvvivriiieiiiiiiiiiiiiitiesiceieisartereeeeesesseesberarassessassasssinens

Total Assets

March 31, December 31,
2011 2010

10 $ 204
331 268
21 24
9 8
101 134
51 47
119 136
18 63
7 4
667 888
5,587 5,494
2,105 2,088
2 2
176 177
3,660 3,585
562 557
149 147
76 76
787 780
5114 $ 5,253

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS

PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

March 31, December 31,
2011 2010
Liabilities and Equity
Current Liabilities
ACCOUNLS PAYADIE .....eevriereietetiitese et enr e et e enssrise e seebe s one s beneaonens $ 184 221
Accounts payable t0 affIHAIES ....ccccovirricereeiic s 47 73
X ES e euvieereeeiervreiseesasasbes ettt eeneessseebseensseessbbesessseasraeaansbeaanetorets s aeneeebasnnnetesnnenreenas 50 23
IREETESE .oeovveeieeeeceiseitete b e s e e ets e e eetaeeeeatesaeeesabbb e e s e bseaa e s sssn s sassents s eenannen e areaennnensennsases 25 17
Regulatory Habilities ... o eveerierieiiecceieeet s s st 7 18
Other current HabIlIHES c.oeiiriiiiiieiiecieeciicrsieresire e e riaresseeessroresenneeresessresssaressaes sens 94 126
Total Current LIabIlIIES....covcvcvireriieiereecsieeeerersriee s steeaenreseneseseresesneesssensnsesenssnessesass 407 478
Long-term Debt 1472 1,472
Deferred Credits and Other Noncurrent Liabilities
DEferred IMCOMIE LAXES viivieereeerrireeeiirreretreassaeserseasssessssssassessesenesessessnseeassasessressans 927 932
Accrued pension ObIZAtONS......ccccoiecireorineiiireice e st s 164 259
Regulatory HabilitIES .. ccer ittt e s b 18 14
Other deferred credits and noncurrent Habilities........vveveereerieirerierictnrree e, 148 154
Total Deferred Credits and Other Noncurrent Liabilities ......ccooooeeenivecreinieccnnnn 1,257 1,359
Commitments and Contingent Liabilities (Note 10)
Shareowners' Equity
Preferred SECUTTHES ...oieirerercreciriesresesiseeeveesatsenstieesaraasessenaberesenresasaesabneesensenasesenns 250 250
Common Stock - N0 par valte (@)......ceeeviriiiniiieirieecerevsrere s 364 364
Additional paid-in Capital .........occeevririiriiii e 879 879
Earnings reINVESIEX. ...c..vveeraiirerieieie ettt e e etere st et nar e s s s nnananane s 485 451
TOMAL BQUILY covvvieerererecomcetiets et st s mease st sastsa st be s st snee saenn e 1,978 1,944
Total Liabilities and Equity $ 5,114 5,253

(a) 170,000 shares authorized; 66,368 shares issued and outstanding at March 31, 2011 and December 31, 2010.

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF SHAREOWNERS' EQUITY

PPL Electric Utilities Corporation and Subsidiaries

(Unaudited)
(Millions of Dollars)

Common
stock
shares Additional
outstanding Preferred Common paid-in Earnings
(a) securities stock capital reinvested Total

December 31, 2010 66,368 % 250 % 364 $ 879 % 451 $§ 1,944
Net income (B) ..oooocveiievree e eeeenes 56 56
Cash dividends declared on preferred securities.. 4) 4
Cash dividends declared on common stock......... (18) (18)
March 31, 2011 66,368 $ 250 $ 364 $ 879 $ 485 $ 1,978
December 31, 2009 66,368 $ 301 § 364 $ 824 $ 407 $ 1,896
Net income (D) oo 42 42
Cash dividends declared on preferred securities.. 5) 5)
Cash dividends declared on common stock......... (17) (a7
March 31, 2010 66,368 $ 301 $ 364 $ 824 % 427 $ 1916

(a) Shares in thousands. All common shares of PPL Electric stock are owned by PPL.
(b) PPL Electric's net income approximates comprehensive income.

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of the financial statements
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Combined Notes to Condensed Consolidated Financial Statements (Unaudited)

1. Interim Financial Statements
(PPL, PPL Energy Supply and PPL Electric)

Terms and abbreviations appearing in Combined Notes to Condensed Consolidated Financial Statements are explained in the
glossary. Dollars are in millions, except per share data, unless otherwise noted.

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the U.S. for interim financial information and with the instructions to Form 10-Q and

Article 10 of Regulation S-X and, therefore, do not include all of the information and footnotes required by accounting
principles generally accepted in the U.S. for complete financial statements. In the opinion of management, all adjustments
considered necessary for a fair presentation in accordance with accounting principles generally accepted in the U.S. are
reflected in the condensed consolidated financial statements. All adjustments are of a normal recurring nature, except as
otherwise disclosed. Each Registrant's Balance Sheet at December 31, 2010 is derived from that Registrant's 2010 audited
Balance Sheet. The financial statements and notes thereto should be read in conjunction with the financial statements and
notes contained in each Registrant's 2010 Form 10-K. The results of operations for the three months ended March 31, 2011,
are not necessarily indicative of the results to be expected for the full year ending December 31, 2011, or other future periods,
because results for interim periods can be disproportionately influenced by various factors and developments and seasonal
variations.

The classification of certain prior period amounts has been changed to conform to the presentation in the March 31, 2011
financial statements.

(PPL)

In November 2010, PPL completed the acquisition of LKE. See Notes 1 and 10 in PPL's 2010 Form 10-K for additional
information. LKE's operating results for the three months ended March 31, 2011 are included in PPL's results of operations
with no comparable amounts for the same period in 2010.

(PPL Energy Supply)

In January 2011, PPL Energy Supply distributed its membership interest in PPL. Global, representing 100% of the
outstanding membership interest of PPL Global, to PPL. Energy Supply's parent, PPL, Energy Funding. The distribution was
made based on the book value of the assets and liabilities of PPL. Global with financial effect as of January 1, 2011. See Note
8 for additional information.

(PPL and PPL Energy Supply)

"Income (Loss) from Discontinued Operations (net of income taxes)” on the Statements of Income includes the activities of

various businesses that were sold or distributed in 2011 and 2010. See Note 8 for additional information. The Statements of
Cash Flows do not separately report the cash flows of the Discontinued Operations.

2. Summary of Significant Accounting Policies
(PPL, PPL Energy Supply and PPL Electric)

The following accounting policy disclosures represent updates to Note 1 in each Registrant's 2010 Form 10-K and should be
read in conjunction with that discussion.

General

Business and Consolidation (PPL)

On April 1, 2011, PPL, through its indirect, wholly owned subsidiary PPL WEM, completed its acquisition of all of the
outstanding ordinary share capital of Central Networks East plc and Central Networks Limited, the sole owner of Central
Networks West plc, together with certain other related assets and liabilities, from subsidiaries of E.ON AG. See Notes 7 and
18 for additional information.
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Accounts Receivable (PPL, PPL Energy Supply and PPL Electric)

PPL Electric's customers may elect to procure generation supply from an alternative supplier. As a result of a PUC-approved
purchase of accounts receivable program, PPL Electric has purchased certain accounts receivable from alternative suppliers
at a nominal discount, which reflects a provision for uncollectible accounts. The alternative suppliers (including PPL
Electric's affiliate, PPL EnergyPlus) have no continuing involvement or interest in the purchased accounts receivable. The
purchased accounts receivable are initially recorded at fair value using a market approach based on the purchase price paid
and are classified as Level 2 in the fair value hierarchy. PPL Electric receives a nominal fee for administering its program.
During the three months ended March 31, 2011, PPL Electric purchased $265 million of accounts receivable from
unaffiliated third parties. Additionally, PPL Electric purchased $63 million from its affiliate, PPL. EnergyPlus. During the
three months ended March 31, 2010, PPL Electric purchased $76 million of accounts receivable from unaffiliated third
parties. Additionally, PPL Electric purchased $33 million from its affiliate, PPL EnergyPlus.

3. Segment and Related Information

(PPL and PPL Energy Supply)

See Note 2 in each Registrant's 2010 Form 10-K for a discussion of reportable segments. In January 2011, PPL Energy
Supply distributed its membership interest in PPL Global to its parent, PPL Energy Funding. Following the distribution, PPL
Energy Supply operates in a single business segment, the Supply segment. PPL Energy Supply's 2010 segment information
was restated to reflect PPL Global as a Discontinued Operation. See Note 8 for additional information. PPL continues to

include PPL Global in the International Regulated segment.

Financial data for the segments are:

Three Months Ended March 31,

PPL PPL Energy Supply
2011 2010 2011 2010
Income Statement Data
Revenues from external customers
Kentucky Regulated (a) $ 766
International Regulated 225 % 213
Pennsylvania Regulated 554 811
Supply (b) 1,365 1,982 1369 $ 2,094
Total 2910 3,006 1,369 2,094
Intersegment electric revenues
Pennsylvania Regulated 4 2
Supply (c) 6 115
Net Income Attributable to
PPL/PPL Energy Supply
Kentucky Regulated (a) 75
International Regulated (b) 55 76 68 (d)
Pennsylvania Regulated 52 37
Supply (b) (d) 219 137 2 132
Total $ 401 § 250 214 % 200
PPL PPL Energy Supply
March 31, 2011 December 31, 2010 March 31, 2011 December 31, 2010
Balance Sheet Data
Total Assets
Kentucky Regulated (a) 10,457 $ 10,318
International Regulated 5,055 4,800 $ 4,800
Pennsylvania Regulated 5,040 5,189
Supply 12,189 12,530 12,013 11,996
Total 32,741 $ 32,837 12,013 $ 16,796

(a) This segment primarily represents the operating activities and assets of LKE, which was acquired in November 2010. Net income attributable to PPL
includes the allocation of interest expense from the 2010 Equity Units issued to fund the acquisition and interest rate swaps.

(b) Includes unrealized gains and losses from economic activity. See Note 14 for additional information.

(c) See "PLR Contracts" in Note 11 for a discussion of the basis of accounting between reportable segments.

(d) Either includes Discontinued Operations or is reported in Discontinued Operations. See Note 8 for additional information.
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4. Earnings Per Share
(PPL)

Basic EPS is computed by dividing income available to PPL, common shareowners by the weighted-average number of
common shares outstanding during the period. Diluted EPS is computed by dividing income available to PPL common
shareowners by the weighted-average number of shares outstanding that are increased for additional shares that would be
outstanding if potentially dilutive non-participating securities were converted to common shares. In 2011 and 2010, these
securities included stock options and performance units granted under incentive compensation plans. Additionally, in 2011,
these securities included the 2010 Purchase Contract component of the 2010 Equity Units. The 2010 Purchase Contracts will
be dilutive only if the average VWAP of PPL's common stock for a certain period exceeds $28.80. Because the average
VWAP has not exceeded $28.80 since issuance, the 2010 Purchase Contracts were excluded from the diluted EPS
calculations. Subject to antidilution adjustments, as of March 31, 2011 the maximum number of shares issuable to settle the
2010 Purchase Contracts was 58,167,000 shares, including 47,915,900 shares that could be issued under standard provisions
of the 2010 Purchase Contracts and 10,251,100 shares that could be issued under make-whole provisions in the event of early
settlement upon a Fundamental Change.

Reconciliations of the amounts of income and shares of PPL, common stock (in thousands) used in the calculation are:

Three Months Ended March 31,

2011 2010
Income (Numerator)
Income from continuing operations after income taxes attributable to PPL. $ 398 % 242
Less amounts allocated to participating securities 2 1
Income from continuing operations after income taxes available to PPL. common shareowners $ 396 $ 241
Income (loss) from discontinued operations (net of income taxes) available to PPL $ 3 3 8
Net income attributable to PPL. $ 401 3 250
Less amounts allocated to participating securities 2 1
Net income available to PPL common shareowners $ 399 % 249
Shares of Common Stock (DPenominator)
Weighted-average shares - Basic EPS 484,138 377,717
Add incremental non-participating securities:

Stock options and performance units 207 269
Weighted-average shares - Diluted EPS 484,345 377,986
Basic EPS
Available to PPL common shareowners:

Income from continuing operations after income taxes $ 082 § 0.64

Income (loss) from discontinued operations (net of income taxes) 0.02
Net Income $ 082 § 0.66
Diluted EPS
Available to PPL common shareowners:

Income from continuing operations after income taxes $ 082 §% 0.64

Income (loss) from discontinued operations (net of income taxes) 0.02
Net Income $ 0.82 % 0.66

The following stock options to purchase PPL common stock and performance units were excluded from the computations of
diluted EPS because the effect would have been antidilutive.

Three Months Ended March 31,

(Shares in thousands) 2011 2010
Stock options 6.614 4,154
Performance units 6 77

During the three months ended March 31, 2011, PPL issued 344,380 shares of common stock related to the exercise of stock
options, vesting of restricted stock and restricted stock units and conversion of stock units granted to directors under its stock-
based compensation plans. In addition, PPL issued 301,319 and 581,711 shares of common stock related to its ESOP and 1ts
DRIP.

See Note 7 for information on the April 2011 issuance of common stock and 2011 Equity Units.
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5. Income Taxes
(PPL)

Reconciliations of income tax expense are:

Three Months Ended March 31,

2011 2010

Reconciliation of Income Tax Expense

Federal income tax on Income from Continuing Operations Before Income Taxes

at statutory tax rate - 35% $ 219§ 131

Increase (decrease) due to:

State income taxes, net of federal income tax benefit 25 14

State valuation allowance adjustments (a) 11 (8)

Impact of lower U.K. income tax rates (8) 4)

U.S. income tax on foreign earnings - net of foreign tax credit (b) (6) 2

Federal and state tax reserve adjustments (c) 1) 8)

Domestic manufacturing deduction (d) 4)

Health Care Reform (e) 8

Federal income tax credits 5 )

Amortization of investment tax credit 3) (€8]

Depreciation not normalized (a) 4)

Other &) (2)

Total increase (decrease) 4 (5)

Total income taxes from continuing operations $ 223 % 126

(a) In February 2011, the Pennsylvania Department of Revenue issued interpretive guidance on the treatment of bonus depreciation for Pennsylvania

income tax purposes. In accordance with Corporation Tax Bulletin 2011-01, Pennsylvania allows 100% bonus depreciation for qualifying assets in the
same year bonus depreciation is allowed for federal tax purposes. Due to the reduction in projected Pennsylvania taxable income for tax years 2011
and 2012 related to the 100% bonus depreciation deduction, PPL adjusted its deferred tax valuation allowances for Pennsylvania net operating losses.
As a result, during the three months ended March 31, 2011 PPL recorded $11 million of deferred tax expense.

Additionally, the 100% Pennsylvania bonus depreciation deduction created a current state income tax benefit for the flow-through impact of
Pennsylvania regulated state tax depreciation.

(b) During the three months ended March 31, 2011, PPL recorded a $7 million federal income tax benefit related to U.K. pension contributions.

(c) During the three months ended March 31, 2010, PPL recorded a $6 million federal income tax benefit related to claims associated with foreign
earmings.

(d) In December 2010, Congress enacted legislation allowing 100% bonus depreciation on qualified assets. The increased tax depreciation eliminates the
estimated tax benefit related to the domestic manufacturing deduction in 2011.

(¢) Beginning in 2013, provisions within Health Care Reform eliminated the tax deductibility of retiree health care costs to the extent of federal subsidies

received by plan sponsors that provide retiree prescription drug benefits equivalent to Medicare Part D Coverage. As a result, PPL recorded deferred
income tax expense during the three months ended March 31, 2010. See Note 9 for additional information.

(PPL Energy Supply)

Three Months Ended March 31,

2011 2010
Reconciliation of Income Tax Expense
Federal income tax on Income from Continuing Operations Before Income Taxes
at statutory tax rate - 35% $ 124§ 72
Increase (decrease) due to:
State income taxes, net of federal income tax benefit 17 11
State valuation allowance adjustments (a) 6
Domestic manufacturing deduction (b) 4)
Health Care Reform (c) 5
Federal income tax credits (5) (2)
Total increase (decrease) 18 10
Total income taxes from continuing operations $ 142§ 82
(a) In February 2011, the Pennsylvania Department of Revenue issued interpretive guidance on the treatment of bonus depreciation for Pennsylvania
income tax purposes. In accordance with Corporation Tax Bulletin 2011-01, Pennsylvania allows 100% bonus depreciation for qualifying assets in the
same year bonus depreciation is allowed for federal tax purposes. Due to the reduction in projected Pennsylvania taxable income for tax years 2011
and 2012 related to the 100% bonus depreciation deduction, PPL Energy Supply adjusted its deferred tax valuation allowances for Pennsylvania net
operating losses. As a result, during the three months ended March 31, 2011 PPL Energy Supply recorded $6 million of deferred tax expense.
(b) In December 2010, Congress enacted legislation allowing 100% bonus depreciation on gualified assets. The increased tax depreciation eliminates the
estimated tax benefit related to the domestic manufacturing deduction in 2011.
(c) Beginning in 2013, provisions within Health Care Reform eliminated the tax deductibility of retiree health care costs to the extent of federal subsidies

received by plan sponsors that provide retiree prescription drug benefits equivalent to Medicare Part D Coverage. As a result, PPL Energy Supply
recorded deferred income tax expense during the three months ended March 31, 2010. See Note 9 for additional information.
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storm costs over five years. While KU cannot predict the amount of the allowed rate increase, KU expects the new rates (o
go into effect in January 2012.

7. Financing Activities
Credit Arrangements and Shori-term Debt
(PPL, PPL Energy Supply and PPL Electric)

PPL, PPL Energy Supply and PPL Electric maintain credit facilities to enhance liquidity and provide credit support, and as a
backstop to commercial paper programs, when necessary. The following credit facilities were in place at March 31, 201 1:

Letters of
Expiration Borrowed Credit Unused
Date Capacity (a) Issued Capacity
PPL
LG&E and KU Credit Facilities
LG&E Syndicated Credit Facility (b) Dec. 2014  $ 400 $ 400
KU Syndicated Credit Facility (c) Dec. 2014 400 3 198 202
Total LG&E and KU Credit Facilities $ 800 $ 198 % 602
WPD Credit Facilities
PPL WW Holdings 5-year Syndicated Credit Facility (d) Jan. 2013 £ 150 £ 113 nfa £ 37
WPD (South West) 3-year Syndicated Credit Facility July 2012 210 n/a 210
Uncommitted Credit Facilities 63 £ 3 60
Total WPD Credit Facilities (e) £ 423 £ 113 £ 3 £ 307
PPL Enerzy Supply (f)
Syndicated Credit Facility (g) Dec. 2014 & 3,000 $ 700 $ 145 $ 2,155
3-year Bilateral Credit Facility Mar. 2013 200 n/a 102 98
Total PPL. Energy Supply Credit Facilities (h) $ 3200 $ 700 $ 247§ 2.253
PPL Electric (f)
Syndicated Credit Facility Dec. 2014 § 200 3 13§ 187
Asset-backed Credit Facility (i) July 2011 150 n/a 150
Total PPL Electric Credit Facilities $ 350 $ 13 % 337

(a) Amounts borrowed are recorded as "Short-term debt" on the Balance Sheets.

(b) LG&E repaid the $163 million borrowing that was outstanding under this facility at December 31, 2010 with proceeds received from the remarketing
of certain tax-exempt bonds. See "Long-term Debt and Equity Securities” below for further discussion.

(c) In April 2011, KU entered into a new $198 million letter of credit facility that will be used to issue letters of credit to support outstanding tax exempt
bonds. The facility matures in April 2014, In May 2011, letters of credit totaling $198 million were issued under the new facility, replacing letters of
credit issued under KU's Syndicated Credit Facility at March 31, 2011. The new facility contains a financial covenant requiring KU's debt to total
capitalization not to exceed 70%, as calculated in accordance with the credit facility. KU pays customary commitment and letter of credit fees under
the new facility.

(d) The cash borrowing outstanding at March 31, 2011 was a USD-denominated borrowing of $181 million, which equated to £113 million at the time of
borrowing and bears interest at approximately 1.07%.

(e) At March 31, 2011, the unused capacity of the WPD credit facilities was approximately $500 million.
(fy Al credit facilities at PPL Energy Supply and PPL Electric also apply to PPL on a consolidated basis.

(g) PPL Energy Supply's outstanding borrowings under this facility increased by $350 million, net of repayments, since December 31, 2010. The
borrowings outstanding at March 31, 2011 bear interest at a weighted average rate of approximately 2.51%.

(h) In March 2011, PPL Energy Supply's $300 million 5-year Structured Credit Facility expired. PPL Energy Supply's obligations under this facility were
supported by a $300 million letter of credit issued on PPL, Energy Supply's behalf under a separate but related $300 million five-year credit agreement,
which also expired in March 201 1.

(i) PPL Electric participates in an asset-backed commercial paper program through which PPL Electric obtains financing by selling and contributing its
eligible accounts receivable and unbilled revenue to a special purpose, wholly owned subsidiary on an ongoing basis. The subsidiary has pledged these
assets to secure loans from a commercial paper conduit sponsored by a financial institution.

At March 31, 2011 and December 31, 2010, $276 million and $248 million of accounts receivable and $101 million and $133 million of unbilled
revenue were pledged by the subsidiary under the credit agreement related to PPL Electric's and the subsidiary's participation in the asset-backed
commercial paper program. Based on the accounts receivable and unbilled revenue pledged at March 31, 2011, the amount available for borrowing
under the facility was limited to $119 million. PPL Electric's sale to its subsidiary of the accounts receivable and unbilled revenue is an absolute sale
of assets, and PPL Electric does not retain an interest in these assets. However, for financial reporting purposes, the subsidiary's financial results are
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consolidated in PPL Electric's financial statements. PPL Electric performs certain record-keeping and cash collection functions with respect to the
assets in return for a servicing fee from the subsidiary.

(PPL)

In April 2011, following the completion of the acquisition of Central Networks, WPD (East Midlands) and WPD (West
Midlands) each entered into a £300 million 5-year syndicated credit facility. Under the facilities, WPD (East Midlands) and
WPD (West Midlands) each have the ability to make cash borrowings and to request the lenders to issue up to £80 million of
letters of credit in lieu of borrowing. Each company pays customary commitment and utilization fees under its respective
facility, and borrowings generally bear interest at LIBOR-based rates plus a spread, depending upon the respective company's
senior unsecured long-term debt rating. Each credit facility contains financial covenants that require the respective company
to maintain an interest coverage ratio of consolidated earnings before interest, income taxes, depreciation and amortization to
interest expense of at least 3.0 to 1 and total net debt not in excess of 85% of its RAB, in each case calculated in accordance
with the credit facilities.

(PPL and PPL Energy Supply)

PPL Energy Supply maintains a $500 million Facility Agreement expiring June 2017, whereby PPL Energy Supply has the
ability to request up to $500 million of committed letter of credit capacity at fees to be agreed upon at the time of each
request, based on certain market conditions. At March 31, 2011, PPL Energy Supply had not requested any capacity for the
issuance of letters of credit under this arrangement.

PPL Energy Supply, 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, 2011.

(PPL and PPL Electric)

PPL Electric maintains a commercial paper program for up to $200 million to provide an additional financing source to fund
its short-term liquidity needs, if and when necessary. Commercial paper issuances are supported by PPL Electric's
Syndicated Credit Facility, which expires in December 2014, based on available capacity. PPL Electric had no commercial
paper outstanding at March 31, 2011.

Bridge Facility
(PPL)

In March 2011, concurrently and in connection with entering into the agreement to acquire Central Networks, PPL entered
into a commitment letter with certain lenders pursuant to which the lenders committed to provide PPL with 364-day
unsecured bridge financing of up to £3.6 billion solely to (i) fund the acquisition and (ii) pay certain fees and expenses in
connection with the acquisition. The bridge financing commitment was subsequently syndicated to a group of banks,
including the initial commitment lenders. Upon the syndication of the commitment, in March 2011, PPL Capital Funding
and PPL. WEM, as borrowers, and PPL, as guarantor, entered into a £3.6 billion Bridge Facility. During the three months
ended March 31, 2011, PPL recorded $43 million of fees in connection with the Bridge Facility in "'Other current assets" on
the Balance Sheet, of which $7 million was amortized to "Interest Expense" on the Statement of Income.

On April 1, 2011, concurrent with the closing of the Central Networks acquisition, PPL Capital Funding borrowed an
aggregate of £1.75 billion and PPL WEM borrowed £1.85 billion under the Bridge Facility. Borrowings bear interest at
LIBOR-based rates for periods of one, two, three or six months plus a spread, which is based on PPL Capital Funding's senior
unsecured debt rating and the length of time from the date of the acquisition closing that borrowings remain outstanding. The
initial borrowings bear interest at approximately 2.62%. The borrowers may be required to pay the lenders additional fees
under the Bridge Facility that are dependent upon the amount of borrowings and length of time outstanding. See Note 18 for
additional information on the acquisition.

In accordance with the terms of the Bridge Facility, PPL Capital Funding's borrowings of £1.75 billion were repaid with
approximately $2.8 billion of proceeds received from PPL's issuance of common stock and 2011 Equity Units in April 2011,
as discussed in "Long-term Debt and Equity Securities” below. Pursuant to Amendment No. 1 to the Bridge Facility, PPL
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elected to retain a portion of the proceeds from the issuance of its common stock and 2011 Equity Units in excess of the
amount repaid under the Bridge Facility. Later in April 2011, PPL WEM repaid £650 million of its Bridge Facility
borrowing. Such repayment was funded primarily with proceeds received from PPL. WEM's issuance of senior notes, which
is also discussed below. As of May 6, 2011, £1.2 billion of borrowings remain outstanding under the Bridge Facility, and
continue to bear interest at approximately 2.62% through June 3, 2011, or the date of repayment if earlier.

The Bridge Facility matures 364 days after the closing of the Central Networks acquisition. Subject to certain conditions,
PPL Capital Funding may request, on behalf of PPL. WEM, that the maturity date of the remaining £1.2 billion of borrowings
under the Bridge Facility be extended for an additional six months. The Bridge Facility contains a financial covenant
requiring PPL to maintain a ratio of debt to total capitalization, as defined therein, not to exceed 70%. The Bridge Facility
also contains customary representations, covenants, and events of default and requires the prepayment of advances and/or the
permanent reduction of commitments under the facility with the net cash proceeds received from disposals of assets,
incurrence of debt and issuance of equity securities, subject to certain exceptions.

In anticipation of the repayment of a portion of the borrowings under the Bridge Facility with U.S. dollar proceeds received
from PPL/'s issuance of common stock and 2011 Equity Units and PPL WEM's issuance of senior notes, PPL entered into
forward contracts to purchase GBP in order to economically hedge the foreign currency exchange rate risk related to the
repayment. See Note 14 for further discussion.

Long-term Debt and Equity Securities
(PPL)

In January 2011, LG&E remarketed $163 million of variable rate tax-exempt revenue bonds, which were issued on iis behalf
by Louisville/Jefferson County, Kentucky, to unaffiliated investors in a term rate mode, bearing interest at 1.90% into 2012.
At December 31, 2010, such bonds were held by LG&E and reflected as "Short-term investments" on the Balance Sheet. The
proceeds from the remarketing were used to repay a $163 million borrowing under LG&E's syndicated credit facility.

In April 2011, LKE, LG&E and KU each filed a Form S-4 Registration Statement with the SEC, as agreed in registration
rights agreements entered into in connection with the issuances of senior notes and first mortgage bonds in November 2010
in transactions not registered under the Securities Act of 1933. The Forms S-4 relate to an offer to exchange the senior notes
or first mortgage bonds issued in November 2010 with similar but registered securities. See Note 7 in PPL's 2010 Form 10-K
for additional information.

In connection with the closing of the acquisition of Central Networks, PPL assumed, through consolidation, £250 million of
senior notes previously issued by WPD (East Midlands), formerly Central Networks East plc, and £250 million of senior
notes previously issued by WPD (West Midlands), formerly Central Networks West plc, equating to an aggregate principal
amount of approximately $800 million at the time of closing.

In April 2011, PPL issued 92 million shares of its common stock at a public offering price of $25.30 per share, for a total of
$2.328 billion. Proceeds from the issuance were $2.258 billion, net of the $70 million underwriting discount. PPL also
issued 19.55 million of 2011 Equity Units at a stated amount per unit of $50.00 for a total of $978 million. Proceeds from the
issuance were $948 million, net of the $30 million underwriting discount. PPL used the net proceeds to repay PPL Capital
Funding's borrowings under the Bridge Facility, as discussed above, to pay certain acquisition-related fees and expenses and
for general corporate purposes.

Each 2011 Equity Unit consists of a 2011 Purchase Contract and, initially, a 5.0% undivided beneficial ownership interest in
$1,000 principal amount of PPL. Capital Funding 4.32% Junior Subordinated Notes due 2019 (2019 Notes).

Each 2011 Purchase Contract obligates the holder to purchase, and PPL. to sell, for $50.00 a number of shares of PPL
common stock to be determined by the average VWAP of PPL's common stock for the 20-trading day period ending on the
third trading day prior to May 1, 2014, subject to antidilution adjustments and an early settlement upon a Fundamental
Change as follows:

o if the average VWAP equals or exceeds approximately $30.99, then 1.6133 shares (a minimum of 31,540,015 shares);

e if the average VWAP is less than approximately $30.99 but greater than $25.30, a number of shares of common stock
having a value, based on the average VW AP, equal to $50.00; and

e if the average VWAP is less than or equal to $25.30, then 1.9763 shares (a maximum of 38,636,665 shares).
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If holders elect to settle the 2011 Purchase Contract prior to May 1, 2014, they will receive 1.6133 shares of PPL common
stock, subject to antidilution adjustments and an early settlement upon a Fundamental Change.

A holder's ownership interest in the 2019 Notes is pledged to PPL to secure the holder's obligation under the related 2011
Purchase Contract. If a holder of a 2011 Purchase Contract chooses at any time no longer to be a holder of the 2019 Notes,
such holder's obligation under the 2011 Purchase Contract must be secured by a U.S. Treasury security.

Each 2011 Purchase Contract also requires PPL to make quarterly contract adjustment payments at a rate of 4.43% per year
on the $50.00 stated amount of the 2011 Equity Unit. PPL has the option to defer these contract adjustment payments until
the 2011 Purchase Contract settlement date. Deferred contract adjustment payments will accrue additional contract
adjustment payments at the rate of 8.75% per year until paid. Until any deferred contract adjustment payments have been
paid, PPL. may not declare or pay any dividends or distributions on, or redeem, purchase or acquire or make a liquidation
payment with respect to, any of its capital stock, subject to certain exceptions.

The 2019 Notes are fully and unconditionally guaranteed by PPL as to payment of principal and interest. The 2019 Notes
initially bear interest at 4.32% and are not subject to redemption prior to May 2016. Beginning May 2016, PPL Capital
Funding may, at its option, redeem the 2019 Notes, in whole but not in part, at any time, at par plus accrued and unpaid
interest. The 2019 Notes are expected to be remarketed in 2014 into two tranches, such that neither tranche will have an
aggregate principal amount of less than the lesser of $250 million and 50% of the aggregate principal amount of the 2019
Notes to be remarketed. One tranche will mature on or about the third anniversary of the settlement of the remarketing, and
the other tranche will mature on or about the fifth anniversary of such settlement. Upon a successful remarketing, the interest
rate on the 2019 Notes may be reset and the maturity of the tranches may be modified as necessary. In connection with a
remarketing, PPL Capital Funding may elect with respect to each tranche, to extend or eliminate the early redemption date
and/or calculate interest on the notes of a tranche on a fixed or floating rate basis. If the remarketing fails, holders of the
2019 Notes will have the right to put their notes to PPL Capital Funding on May 1, 2014 for an amount equal to the principal
amount plus accrued interest.

Prior to May 2016, PPL Capital Funding may elect at one or more times to defer interest payments on the 2019 Notes for one
or more consecutive interest periods until the earlier of the third anniversary of the interest payment due date and May 2016.
Deferred interest payments will accrue additional interest at a rate equal to the interest rate then applicable to the 2019 Notes.
Until any deferred interest payments have been paid, PPL may not, subject to certain exceptions, (i) declare or pay any
dividends or distributions on, or redeem, purchase or acquire or make a liquidation payment with respect to, any of its capital
stock, (ii) make any payment of principal of, or interest or premium, if any, on, or repay, purchase or redeem any of its debt
securities that upon its liquidation ranks equal with, or junior in interest to, the subordinated guarantee of the 2019 Notes by
PPL as of the date of issuance and (iii) make any payments regarding any guarantee by PPL of securities of any of its
subsidiaries (other than PPL Capital Funding) if the guarantee ranks equal with, or junior in interest to, the 2019 Notes as of
the date of their issuance.

Also in April 2011, PPL. WEM issued $460 million of 3.90% Senior Notes due 2016 and $500 million of 5.375% Senior
Notes due 2021. PPL WEM received proceeds of $953 million, net of discounts and underwriting fees, from the combined
issuance of the notes. The net proceeds were used to repay a portion of PPL WEM's borrowing under the Bridge Facility as
discussed above. In connection with the issuance of the senior notes, PPL entered into cross currency interest rate swaps for
the entire aggregate principal amount of each series of notes in order to hedge PPL. WEM's risk of variability in the GBP
functional currency equivalent cash flows related to its U.S. dollar interest and principal payments on the notes.

Legal Separateness
(PPL, PPL Energy Supply and PPL Electric)

The subsidiaries of PPL are separate legal entities. PPL's subsidiaries are not liable for the debts of PPL. Accordingly,
creditors of PPL may not satisfy their debts from the assets of PPL's subsidiaries absent a specific contractual undertaking by
a subsidiary to pay PPL's creditors or as required by applicable law or regulation. Similarly, absent a specific contractual
undertaking or as required by applicable law or regulation, PPL is not liable for the debts of its subsidiaries. Accordingly,
creditors of PPL's subsidiaries may not satisfy their debts from the assets of PPL absent a specific contractual undertaking by
PPL to pay the creditors of its subsidiaries or as required by applicable law or regulation.

Similarly, the subsidiaries of PPL Energy Supply and PPL Electric are separate legal entities. These subsidiaries are not
liable for the debts of PPL Energy Supply and PPL Electric. Accordingly, creditors of PPL Energy Supply and PPL Electric
may not satisfy their debts from the assets of their subsidiaries absent a specific contractual undertaking by a subsidiary to
pay the creditors or as required by applicable law or regulation. In addition, absent a specific contractual undertaking or as
required by applicable law or regulation, PPL Energy Supply and PPL Electric are not liable for the debits of their
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subsidiaries. Accordingly, creditors of these subsidiaries may not satisfy their debts from the assets of PPL Energy Supply or
PPL Electric absent a specific contractual undertaking by that parent to pay the creditors of its subsidiaries or as required by
applicable law or regulation.

Distributions and Capital Contributions

(PPL)

In February 2011, PPL declared its quarterly common stock dividend, effective April 1, 2011, at 35.0 cents per share
(equivalent to $1.40 per annum). Future dividends, declared at the discretion of the Board of Directors, will be dependent
upon future earnings, cash flows, financial and legal requirements and other factors.

(PPL Energy Supply)

During the three months ended March 31, 2011, PPL, Energy Supply distributed $81 million to its parent company, PPL

Energy Funding. InJanuary 2011, PPL Energy Supply also distributed to PPL. Energy Funding its membership interest in
PPL Global, including cash and cash equivalents of $325 million. See Note 8 for additional information.

(PPL Electric)

During the three months ended March 31, 2011, PPL Electric paid common stock dividends of $18 million to PPL.

8. Acquisitions, Development and Divestitures

(PPL, PPL Energy Supply and PPL Electric)

PPL and its subsidiaries continuously evaluate strategic options and, from time to time, negotiate with third parties regarding
acquisitions and dispositions of businesses and assets, joint ventures and development projects, which may or may not result
in consummated transactions. Any resulting transactions may impact future financial results. See below for information on
the sales of businesses that were presented as discontinued operations by PPL and PPL Energy Supply.

Acquisitions (PPL)

Acquisition of Central Networks

See Note 18 for information on PPL's April 1, 2011 acquisition of Central Networks.

Acquisition of LKE

See Notes 1 and 10 in PPL's 2010 Form 10-K for information on PPL's November 2010 acquisition of LKE.

Development
(PPL)

In January 2011, LKE began dispatching TC2 to meet customer demand. See Note 8 in PPL's 2010 Form 10-K for additional
information.

(PPL and PPL Energy Supply)

The NRC continues to review the COLA submitted by a PPL. Energy Supply subsidiary for the proposed Bell Bend nuclear
generating unit to be built adjacent to the Susquehanna plant. At March 31, 2011 and December 31, 2010, $114 million and
$109 million of costs associated with the licensing application were capitalized and are included on the Balance Sheets in
noncurrent "Other intangibles." PPL, believes it is probable that these costs are ultimately recoverable following NRC
approval of the COLA either through construction of the new nuclear unit, transfer of the COLA rights to a joint venture, or
sale of the COLA rights to another party. The PPL Energy Supply subsidiary remains active in the DOE Federal loan
guarantee application process. See Note 8 in each Registrant's 2010 Form 10-K for additional information.
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(PPL and PPL Electric)

PPL Electric anticipates that delays in obtaining the necessary National Park Service approvals for the Susquehanna-
Roseland transmission line will delay its in-service date to 2014 or later. In the first quarter of 2011, PIM issued an updated
assessment of the new line within its 2010 Regional Transmission Expansion Plan, which confirms that the line is needed by
2012 to prevent overloads on other power lines in the region. PIM has developed a strategy to manage potential reliability
problems until the line is built. PPL Electric cannot predict what additional actions, if any, PJM might take in the event of a
continued delay to its scheduled in-service date for the new line. See Note 8 in each Registrant's 2010 Form 10-K for
additional information.

Discontinued Operations
(PPL and PPL Energy Supply)

Sale of Certain Non-core Generation Facilities

In March 2011, PPL Energy Supply subsidiaries completed the sale of their ownership interests in certain non-core
generation facilities, which were included in the Supply segment, for $381 million. The transaction included the natural gas-
fired facilities in Wallingford, Connecticut and University Park, Illinois and an equity interest in Safe Harbor Water Power
Corporation, which owns a hydroelectric facility in Conestoga, Pennsylvania. In connection with the completion of the sale,
PPL Energy Supply recorded an insignificant after-tax loss in the first quarter of 2011. See Note 9 in each Registrant's 2010
Form 10-K for additional information, including after-tax impairment charges totaling $64 million recorded in the third and
fourth quarters of 2010.

Following are the components of Discontinued Operations in the Statements of Income.

Three Months Ended March 31,

2011 2010
Operating revenues $ 19 8 8
Operating expenses 9 12
Operating income 10 16
Other income (expense) - net 1
Interest expense (a) 3 3
Income before income taxes 7 14
Income tax expense 4 6
Income (Loss) from Discontinued Operations $ 3 08 8

(a) Represents allocated interest expense based upon debt attributable to the generation facilities sold.

Upon completion of the sale, assets primarily consisting of $357 million of PP&E and a $14 million equity method
investment, which were classified as held for sale at December 31, 2010, were removed from the Balance Sheet.

Sale of Long Island Generation Business

In February 2010, a PPL Energy Supply subsidiary completed the sale of its Long Island generation business, which was
included in the Supply segment. The definitive sales agreement included provisions that reduced the $135 million purchase
price monthly, commencing September 1, 2009. After adjusting for these price-reduction provisions, proceeds from the sale
approximated $124 million. There was no significant impact on earnings in the first quarter of 2010 from the operation of
this business or as a result of this sale.

Distribution of Membership Interest in PPL Giobal to Parent (PPL Energy Supply)

In January 2011, PPL Energy Supply distributed its membership interest in PPL Global, representing 100% of the
outstanding membership interests of PPL Global, to PPL Energy Supply's parent, PPL Energy Funding. The distribution was
made based on the book value of the assets and liabilities of PPL Global with financial effect as of January 1, 2011. The
purpose of the distribution was to better align PPL's organizational structure with the manner in which it manages these
businesses and reports segment information in its consolidated financial statements. Following the distribution, PPL Energy
Supply retained its core business, which is the generation and marketing of power, primarily in the northeastern and
northwestern U.S.

Following are the components of Discontinued Operations in the Statement of Income.
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Operating revenues

Operating expenses

Operating income

Other income (expense) - net

Interest expense (a)

Income before income taxes

Income tax expense

Income (Loss) from Discontinued Operations

(a) No interest was allocated, as PPL Global is sufficiently capitalized.

Three Months

Ended March 31,
2010

$ 213

91

122

i

31

92

24

$ 68

In connection with the distribution, the following assets and liabilities were removed from PPL Energy Supply's Balance
Sheet in the first quarter of 2011. Except for "Cash and cash equivalents,” which has been reflected as a financing activity,
the remaining distribution represents a non-cash transaction excluded from PPL Energy Supply's 2011 Statement of Cash

Flows.

Cash and cash equivalents
Accounts receivable
Unbilled revenues

Other current assets
PP&E, net

Goodwill

Other intangibles

Other noncurrent assets
Total Assets

Short-term debt

Accounts payable

Accrued interest

Other current liabilities

Long-term debt

Deferred income tax liabilities - noncurrent
Accrued pension obligations

Other deferred credits and noncurrent liabilities
Total Liabilities

Net assets distributed

9. Defined Benefits
(PPL and PPL Energy Supply)

Net periodic defined benefit costs (credits) were:

Three Months Ended March 31,

Other Postretirement

Pension Benefits Benefits
U.S. U.K.
2011 2010 2011 2010 2011 2010

PPL
Service cost $ 24 % 15 3 5 % 5 3 % 2
Interest cost 55 37 39 39 8 7
Expected return on plan assets (62) (44) (52) (50) (6) (5)
Amortization of:

Transition obligation 2

Prior service cost 6 5 1 1 2

Actuarial (gain) loss 6 1 14 12 2 1
Net periodic defined benefit costs (credits) $ 29 % 14 % 7 8 7 7 $ 9
PPL Energy Supply
Service cost $ 1 % 1 $ 5
Interest cost 2 2 39
Expected return on plan assets (2) (2) 50)
Amortization of:

Prior service cost 1

Actuarial {(gain) loss 1 o 12
Net periodic defined benefit costs (credits) $ 1§ 2 $ 7
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(PPL Energy Supply)

See Note 8 for information on PPL Energy Supply's January 2011 distribution of its membership interest in PPL Global to its
parent, PPL Energy Funding, which included associated accrued pension obligations.

(PPL Energy Supply and PPL Electric)

In addition to the specific plans it sponsors, PPL Energy Supply and its subsidiaries are also allocated costs of defined benefit
plans sponsored by PPL Services, based on their participation in those plans, which management believes are reasonable.
PPL Electric does not directly sponsor any defined benefit plans. PPL Electric was allocated costs of defined benefit plans
sponsored by PPL Services, based on its participation in those plans, which management believes are reasonable. PPL
Services allocated the following amounts to PPL Energy Supply and PPL Electric, including amounts applied to accounts that
are further distributed between capital and expense.

Three Months Ended March 31,
2011 2010

PPL Energy Supply 3 7 % 9
PPL Electric 6 7

Expected Cash Flows - U.K. Pension Plans
(PPL)
During the first quarter of 2011, WPD updated its expected pension contributions for 2011 to $84 million from $15 million.

An insignificant amount was contributed during the first quarter, with the balance contributed in April 2011. The increased
contributions are being made to prepay future contribution requirements to fund pension plan deficits.

Health Care Reform (PPL, PPL Energy Supply and PPL Electric)

In March 2010, Health Care Reform was signed into law. Many provisions of Health Care Reform do not take effect for an
extended period of time, and most will require the publication of implementing regulations and/or issuance of program
guidelines.

Beginning in 2013, provisions within Health Care Reform eliminated the tax deductibility of retiree health care costs to the
extent of federal subsidies received by plan sponsors that provide retiree prescription drug benefits equivalent to Medicare
Part D Coverage. As aresult, in the first quarter of 2010:

e PPL decreased deferred tax assets by $13 million, increased regulatory assets by $9 million, increased deferred tax
liabilities by $4 million and recorded income tax expense of $8 million;

o PPL Energy Supply decreased deferred tax assets by $5 million and recorded income tax expense of $5 million; and

o PPL Electric decreased deferred tax assets by $5 million, increased regulatory assets by $9 million and increased deferred
tax liabilities by $4 million.

PPL and its subsidiaries will continue to monitor the potential impact of any changes to the existing provisions and
implementation guidance related to Health Care Reform on their benefit programs.

10. Commitments and Contingencies
Energy Purchases, Energy Sales and Other Commitments

Energy Purchase Commitments

(PPL)
Pursuant to a power purchase agreement with OVEC, extended in February 2011 to 2040, pending regulatory approvals,

LG&E and KU may be conditionally responsible for their pro-rata share of certain obligations of OVEC under defined
circumstances. These contingent liabilities may include unpaid OVEC indebtedness as well as shortfall amounts in certain

34



excess decommissioning costs and postretirement benefits other than pension. LG&E's and KU's contingent proportionate
share of OVEC's outstanding debt was $111 million at March 31, 2011.

(PPL and PPL Electric)
In 2009, the PUC approved PPL Electric's procurement plan for the period January 2011 through May 2013. Through April
2011, PPL Electric has conducted seven of its 14 planned competitive solicitations. The solicitations include a mix of long-

term and short-term purchases ranging from five months to ten years to fulfill PPL Electric's obligation to provide for
customer supply as a PLR.

L.egal Matters

(PPL, PPL Energy Supply and PPL Electric)

PPL and its subsidiaries are involved in legal proceedings, claims and litigation in the ordinary course of business. PPL and
its subsidiaries cannot predict the outcome of such matters, or whether such matters may result in material liabilities, unless
otherwise noted.

(PPL)

Trimble County Unit 2 Construction

In June 2006, LKE entered into a construction contract regarding the TC2 project. The contract is generally in the form of a
turnkey agreement for the design, engineering, procurement, construction, commissioning, testing and delivery of the project,
according to designated specifications, terms and conditions. The contract price and its components are subject to a number
of potential adjustments which may serve to increase or decrease the ultimate construction price. During 2009 and 2010,
LKE received several contractual notices from the TC2 construction contractor asserting historical force majeure and
excusable event claims for a number of adjustments to the contract price, construction schedule, commercial operations date,
liquidated damages or other relevant provisions. In September 2010, LKE and the construction contractor agreed to a
settlement to resolve the force majeure and excusable event claims occurring through July 2010, under the TC2 construction
contract, which settlement provided for a limited, negotiated extension of the contractual commercial operations date and/or
relief from liquidated damage calculations. With limited exceptions, LKE took care, custody and control of TC2 in January
2011. LG&E and KU and the contractor agreed to further amend the construction agreement whereby the contractor will
complete certain actions relating to identifying and completing any necessary modifications to allow operation of TC2 on all
fuels in accordance with initial specifications prior to certain dates, and amending the provisions relating to liquidated
damages. The remaining issues are still under discussion with the contractors and PPL cannot currently predict the ultimate
outcome of these matters.

Trimble County Unit 2 Transmission

LG&E's and KU's Certificate of Public Convenience and Necessity (CCN) and condemnation rights relating to a transmission
line associated with the TC2 construction have been challenged by certain property owners in Hardin County, Kentucky.
Certain proceedings relating to CCN challenges and federal historic preservation permit requirements have concluded with
outcomes in LG&E's and KU's favor. With respect to the remaining issues in dispute, during 2008 KU obtained various
successful rulings at the Hardin County Circuit Court confirming its condemnation rights. In August 2008, several
landowners appealed such rulings to the Kentucky Court of Appeals. In May 2010, the Kentucky Court of Appeals issued an
Order affirming the Hardin Circuit Court's finding that KU had the right to condemn easements on the properties. In May
2010, the landowners filed a petition for reconsideration with the Kentucky Court of Appeals. In July 2010, the Kentucky
Court of Appeals denied that petition. In August 2010, the landowners filed for discretionary review of that denial by the
Kentucky Supreme Court. In March 2011, the Kentucky Supreme Court issued an order declining the discretionary review
request, thus closing this matter.

(PPL and PPL Energy Supply)

Spent Nuclear Fuel Litigation

Federal law requires the U.S. government to provide for the permanent disposal of commercial spent nuclear fuel, but there is
no definitive date by which a repository will be operational. As a result, it was necessary to expand Susquehanna's on-site
spent fuel storage capacity. To support this expansion, PPL Susquehanna contracted for the design and construction of a
spent fuel storage facility employing dry cask fuel storage technology. The facility is modular, so that additional storage
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capacity can be added as needed. The facility began receiving spent nuclear fuel in 1999. PPL Susquehanna estimates that
there is sufficient storage capacity in the spent nuclear fuel pools and the on-site dry cask storage facility at Susquehanna to
accommodate spent fuel discharged through approximately 2017 under current operating conditions. If necessary, the on-site
dry cask storage facility can be expanded, assuming appropriate regulatory approvals are obtained, such that, together, the
spent fuel pools and the expanded dry fuel storage facility will accommodate all of the spent fuel expected to be discharged
through the current licensed life of the plant.

In 1996, the U.S. Court of Appeals for the District of Columbia Circuit (D.C. Circuit Court) ruled that the Nuclear Waste
Policy Act imposed on the DOE an unconditional obligation to begin accepting spent nuclear fuel on or before January 31,
1998. In 1997, the D.C. Circuit Court ruled that the contracts between the utilities and the DOE provide a potentially
adequate remedy if the DOE failed to begin accepting spent nuclear fuel by January 31, 1998. The DOE did not, in fact,
begin to accept spent nuclear fuel by that date. The DOE continues to contest claims that its breach of contract resulted in
recoverable damages. In January 2004, PPL Susquehanna filed suit in the U.S. Court of Federal Claims for unspecified
damages suffered as a result of the DOE's breach of its contract to accept and dispose of spent nuclear fuel. Discovery in the
case has concluded but the trial court has stayed the proceedings pending the outcome of settlement discussions between the
parties. PPL cannot predict the outcome of these proceedings.

Montana Hydroelectric Litigation

In November 2004, PPL Montana, Avista Corporation (Avista) and PacifiCorp commenced an action for declaratory
judgment in Montana First Judicial District Court seeking a determination that no lease payments or other compensation for
their hydroelectric facilities' use and occupancy of riverbeds in Montana can be collected by the State of Montana. This
lawsuit followed dismissal on jurisdictional grounds of an earlier federal lawsuit seeking such compensation in the U.S.
District Court of Montana. The federal lawsuit alleged that the beds of Montana's navigable rivers became state-owned trust
property upon Montana's admission to statehood, and that the use of them should, under a 1931 regulatory scheme enacted
after all but one of the hydroelectric facilities in question were constructed, trigger lease payments for use of land beneath. In
July 2006, the Montana state court approved a stipulation by the State of Montana that it was not seeking compensation for
the period prior to PPL Montana's December 1999 acquisition of the hydroelectric facilities.

Following a number of adverse trial court rulings, in 2007 Pacificorp and Avista each entered into settlement agreements
with the State of Montana providing, in pertinent part, that each company would make prospective lease payments for use of
the State's navigable riverbeds (subject to certain future adjustments), resolving the State's claims for past and future
compensation.

Following an October 2007 trial of this matter on damages, in June 2008, the Montana District Court awarded the State
retroactive compensation of approximately $35 million for the 2000-2006 period and approximately $6 million for 2007
compensation. Those unpaid amounts continue to accrue interest at 10% per year. The Montana District Court also deferred
determination of compensation for 2008 and future years to the Montana State Land Board. In October 2008, PPL. Montana
appealed the decision to the Montana Supreme Court, requesting a stay of judgment and a stay of the Land Board's authority
to assess compensation for 2008 and future periods.

In March 2010, the Montana Supreme Court substantially affirmed the June 2008 Montana District Court decision. As a
result, in the first quarter of 2010, PPL. Montana recorded a pre-tax charge of $56 million ($34 million after tax or $0.08 per
share, basic and diluted, for PPL), representing estimated rental compensation for the first quarter of 2010 and prior years,
including interest. Rental compensation was estimated for periods subsequent to 2007, although such estimated amounts may
differ from amounts ultimately determined by the Montana State Land Board. The portion of the pre-tax charge that related
to prior years totaled $54 million ($32 million after tax). The pre-tax charge recorded on the Statement of Income was $49
million in "Other operation and maintenance" and $7 million in "Interest Expense." PPL Montana continues to accrue
interest expense for the prior years and rent expense for the current year. PPL Montana's total loss accrual at March 31, 2011
was $78 million.

In August 2010, PPL Montana filed a petition for a writ of certiorari with the U.S. Supreme Court requesting the Court's
review of this matter. Several amicus briefs have been filed supporting PPL Montana's petition, including, among others, a
combined brief by the Edison Electric Institute and National Hydropower Association. In October 2010, the State of
Montana and PPL Montana filed their respective reply briefs. In November 2010, the Supreme Court requested the U.S.
Solicitor General to provide its views on behalf of the federal government whether the Court should grant or deny PPL
Montana's petition. It is not known when that brief might be filed in 2011 or what the position of the Solicitor General will
be. The stay of the judgment granted during the proceedings before the Montana Supreme Court has been extended by
agreement with the State of Montana, to cover the anticipated period of the proceeding before the U.S. Supreme Court. PPL
cannot predict the outcome of this matter.
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PJM/MISO Billing Dispute (PPL, PPL Energy Supply and PPL Electric)

In 2009, PIM reported that it had discovered a modeling error in the market-to-market power flow calculations between PJM
and the MISO. The error was a result of incorrect modeling of certain generation resources that have an impact on power
flows across the PIM/MISO border. Informal settlement discussions on this issue terminated in March 2010. Also in March
2010, MISO filed two complaints with the FERC concerning the modeling error and related matters with a demand for $130
million of principal plus interest. In April 2010, PIM filed answers to the complaints and filed a related complaint against
MISO. Inits answers and complaint, PJM denies that any compensation is due to MISO and seeks recovery in excess of $25
million from MISO for alleged violations by MISO regarding market-to-market power flow calculations. PPL participates in
markets in both PIM and MISO. The amount and timing of any payments by PJM to MISO or by MISO to PJM relating to
these modeling errors is uncertain, as is the method by which PIM or MISO would allocate any such payments to PJM and
MISO participants. In June 2010, the FERC ordered the complaints to be consolidated and set for settlement discussions,
followed by hearings if the discussions are unsuccessful. In January 2011, the parties to this dispute filed a settlement with
the FERC under which no compensation would be paid to either PIM or MISO and providing for certain improvements in
how the calculations are administered going forward. The settlement requires FERC approval. PPL cannot predict the
outcome of this matter.

Regulatory Issues

Enactment of Financial Reform Legislation (PPL and PPL Energy Supply)

In July 2010, the Dodd-Frank Act was signed into law. Of particular relevance to PPL and PPL. Energy Supply, the Dodd-
Frank Act includes provisions that require most over-the-counter derivative transactions to be executed through an exchange
and to be centrally cleared. The Dodd-Frank Act, however, provides an exemption from mandatory clearing and exchange
trading requirements for over-the-counter derivative transactions used to hedge or mitigate commercial risk. Although the
phrase "to hedge or mitigate commercial risk” is not defined in the Dodd-Frank Act, the 2010 rules proposed by the
Commodity Futures Trading Commission set forth an inclusive, multi-pronged definition for the phrase. Based on this
proposed definition and other requirements in the proposed rule, it is anticipated that transactions utilized by PPL and PPL
Energy Supply should qualify if they are not entered into for speculative purposes. The Dodd-Frank Act also provides that
the Commodity Futures Trading Commission may impose collateral and margin requirements for over-the-counter derivative
transactions, including those that are used to hedge commercial risk. However, during drafting of the Dodd-Frank Act,
certain members of Congress adopted report language and issued a public letter stating that it was not their intention to
impose margin and collateral requirements on counterparties that utilize these transactions to hedge commercial risk. Final
rules on major provisions in the Dodd-Frank Act, including imposition of collateral and margin requirements, will be
established through rulemakings and, in most cases, will not take effect until at least 12 months after the date of enactment.
PPL and PPL Energy Supply may be required to post additional collateral if they are subject to margin requirements as
ultimately adopted in the implementing regulations of the Dodd-Frank Act. PPL and PPL. Energy Supply will continue to
evaluate the provisions of the Dodd-Frank Act and monitor developments related to its implementation. At this time, PPL
and PPL, Energy Supply cannot predict the impact that the new law or its implementing regulations will have on their
business or operations, or the markets in which they transact business.

Kentucky Activities (PPL)

Integrated Resource Planning (IRP) regulations in Kentucky require major utilities to make triennial IRP filings with the
KPSC. In April 2011, LG&E and KU filed their 2011 joint IRP with the KPSC. The IRP provides historical and projected
demand, resource and financial data, and other operating performance and system information. Pursuant to a December 2008
Order, KU will file with the VSCC the 2011 joint IRP by September 2011, along with certain supplemental information as
required by this Order. Impending environmental regulation could result in the retirements of older, smaller coal-fired units
and therefore the IRP assumes approximately 800 MWs of potential retirements of coal-fired capacity in 2016 and
replacement by combined-cycle gas units. In addition, the IRP assumes approximately 500 MW of peak demand reductions
by 2017 through existing or expanded demand side management or energy efficiency programs. Implementation of the major
findings of the IRP is subject to further analysis and decision-making and further regulatory approvals.

On May 2, 2011, LG&E and KU filed notices of intent to file ECR plans with the KPSC. The plans are expected to be filed
on or after June 1, 2011,

Virginia Activities (PPL)

In April 2011, KU filed an application with the VSCC requesting an annual increase in electric base rates for its Virginia
jurisdictional customers in an amount of $9 million or approximately 14%. The proposed increase reflects a rate of return on
rate base of 8%, based on a return on equity of 11%, inclusive of expenditures to complete TC2, all new flue gas
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desulfurization controls, recovery of a 2009 storm regulatory asset and various other adjustments to revenue and expenses for
the test year ended December 31, 2010. While KU cannot predict the amount of the allowed increase, it expects the new
rates to go into effect in January 2012.

Pennsylvania Activities (PPL and PPL Electric)

Act 129

Act 129 requires electric utilities to meet specified goals for reduction in customer electricity usage and peak demand by
specified dates. Ultilities not meeting the requirements of Act 129 are subject to significant penalties.

Under Act 129, Electric Distribution Companies (EDCs) must develop and file an energy efficiency and conservation plan
(EE&C Plan) with the PUC and contract with conservation service providers to implement all or a portion of the EE&C Plan.
Act 129 requires EDCs to cause reduced electricity consumption of 1% by 2011 and 3% by 2013, and reduced peak demand
of 4.5% by 2013. EDCs will be able to recover the costs (capped at 2% of the EDC's 2006 revenue) of implementing their
EE&C Plans. In October 2009, the PUC approved PPL Electric's EE&C Plan. The plan includes 14 programs, all of which
are voluntary for customers. The plan includes a proposed rate mechanism for recovery of all costs incurred by PPL. Electric
to implement the plan. In September 2010, PPL Electric filed its Program Year 1 Annual Report and Process Evaluation
Report. PPL Electric also filed a petition requesting permission to modify two components of its EE&C Plan. Various
responses were filed to that petition which the PUC assigned to two Administrative Law Judges for hearings and a
recommended decision. In December 2010, the Administrative Law Judges issued a recommended decision approving PPL
Electric's request. Parties filed exceptions and reply exceptions to the recommended decision. The PUC issued its final order
in January 2011, approving the changes proposed by PPL Electric and directing PPL Electric to re-file its plan to reflect all
changes made since its initial approval. Several parties filed comments to PPL Electric's revised plan and PPL Electric filed
replies to those comments. This matter remains pending before the PUC.

Act 129 also requires installation of smart meters for new construction, upon the request of consumers at their cost, or on a
depreciation schedule not exceeding 15 years. Under Act 129, EDCs will be able to recover the costs of providing smart
metering technology. In August 2009, PPL Electric filed its proposed smart meter technology procurement and installation
plan with the PUC. All of PPL Electric's metered customers currently have smart meters installed at their service locations,
and PPL Electric's current advanced metering technology generally satisfies the requirements of Act 129 and does not need to
be replaced. In June 2010, the PUC entered its order approving PPL Electric's smart meter plan with several modifications.
In compliance with the order, in the third quarter of 2010, PPL Electric submitted a revised plan with a cost estimate of $38
million to be incurred over a five-year period, beginning in 2009, and filed a rider to recover these costs beginning January 1,
2011. In December 2010, the PUC approved PPL Electric's rate rider to recover the costs of its smart meter program.

Act 129 also requires the Default Service Provider (DSP) to provide electric generation supply service to customers pursuant
to a PUC-approved competitive procurement plan through auctions, requests for proposal and bilateral contracts at the sole
discretion of the DSP. Act 129 requires a mix of spot market purchases, short-term contracts and long-term contracts (four to
20 years, with long-term contracts limited to up to 25% of the load unless otherwise approved by the PUC). The DSP will be
able to recover the costs associated with a competitive procurement plan.

Under Act 129, the DSP competitive procurement plan must ensure adequate and reliable service "at least cost to customers”
over time. Act 129 grants the PUC authority to extend long-term power contracts up to 20 years, if necessary, to achieve the
"least cost" standard. The PUC has approved PPL Electric's procurement plan for the period January 1, 2011 through

May 31, 2013, and PPL Electric has begun purchasing under that plan. In December 2010, the PUC approved PPL Electric's
rate rider to recover the costs of providing default service.

PUC Investigation of Retail Market

In April 2011, the PUC opened an investigation of Pennsylvania's retail electricity market. The investigation will be
conducted in two phases. Phase one will address the status of the current retail market and explore potential changes.
Questions promulgated by the PUC for this phase of the investigation focus primarily on default service issues. Phase two
will study how best to address issues identified by the PUC as being most relevant to improving the current retail electricity
market. The investigation probably will not be completed before the end of the year. PPL Electric cannot predict the
outcome of the investigation.

New Jersey Capacity Legislation (PPL, PPL Energy Supply and PPL Electric)

In January 2011, New Jersey enacted a law that intervenes in the wholesale capacity market exclusively regulated by the
FERC: S. No. 2381, 214th Leg. (N.J. 2011) (the Act). To create incentives for the development of new, in-state electric
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generation facilities, the Act implements a "long-term capacity agreement pilot program (LCAPP)." The Act requires New
Jersey utilities to pay a guaranteed fixed price for wholesale capacity, imposed by the New Jersey Board of Public Utilities
(BPU), to certain new generators participating in PJM, with the ultimate costs of that guarantee to be borne by New Jersey
ratepayers. PPL believes the intent and effect of the LCAPP is to encourage the construction of new generation in New
Jersey even when, under the FERC-approved PJM economic model, such new generation would not be economic. The Act
could depress capacity prices in PJM in the short term, impacting PPL Energy Supply's revenues, and harm the long-term
ability of the PIM capacity market to incent necessary generation investment throughout PIM. In February 2011, the PIM
Power Providers Group (P3), an organization in which PPL is a member, filed a complaint before the FERC sceking changes
in PIM's capacity market rules designed to ensure that subsidized generation, such as may result from the implementation of
the LCAPP, will not be able (o set capacity prices artificially low as a result of their exercise of buyer market power. In April
2011, the FERC issued an order granting in part and denying in part P3's complaint and ordering changes in PIM's capacity
rules consistent with a significant portion of P3's requested changes. PPL cannot predict the outcome of this proceeding.

In addition, in February 2011, PPL, with several other generating companies and utilities, filed a complaint in Federal Court
in New Jersey challenging the Act on the grounds that it violates well-established principles under the Supremacy Clause and
the Commerce Clause of the U.S. Constitution. In this action, the Plaintiffs request declaratory and injunctive relief barring
implementation of the Act by the Commissioners of the BPU. PPL cannot predict the outcome of this proceeding.

FERC Formula Rates (PPL and PPL Electric)

In 2009, the FERC approved PPL Electric's request to change the method for calculating its transmission rates to formula-
based rates to support continued investment in its transmission system. As part of the approval, for the period commencing
with the effective date November 1, 2008 through May 31, 2011, no opposing party may formally challenge the established
return on equity.

In May 2010, PPL, Electric initiated the 2010 Annual Update of its formula rate. In November 2010, a group of municipal
customers taking transmission service in PPL. Electric's zone filed a preliminary challenge to the update, and in December,
2010 they filed a formal challenge. In January 2011, PPL Electric filed a motion to dismiss a number of the challenges and
submitted responses to all of the challenges. The group of municipal customers filed answers to PPL, Electric's motion to
dismiss and its responses to the formal challenge. PPL Electric cannot predict the outcome of this proceeding which remains
pending before the FERC.

California 1SO and Western U.S. Markets (PPL and PPL Energy Supply)

Through its subsidiaries, PPL made $18 million of sales to the California ISO during the period October 2000 through June
2001, $17 million of which has not been paid to PPL. subsidiaries. Also, there has been further litigation about additional
claims of refunds for periods prior to October 2000. In January 2011, PPL, and the "California Parties” (collectively, three
California utility companies, the California Public Utility Commission and certain California state authorities) filed a
settlement under which PPL. would receive approximately $2 million of its $17 million claim, together with interest. The
FERC must approve the settlement. At March 31, 2011, PPL has reserved all of the non-payment exposure related to these
sales.

In June 2003, the FERC took several actions as a result of several related investigations beyond the California ISO litigation.
The FERC terminated proceedings to consider whether to order refunds for spot market bilateral sales made in the Pacific
Northwest, including sales made by PPL. Montana, during the period December 2000 through June 2001. In August 2007,
the U.S. Court of Appeals for the Ninth Circuit reversed the FERC's decision and ordered the FERC to consider additional
evidence. The FERC also commenced additional investigations relating to "gaming" and bidding practices during 2000 and
2001, but neither PPL EnergyPlus nor PPL Montana believes it is a subject of these investigations.

Although PPL and its subsidiaries believe that they have not engaged in any improper trading or marketing practices
affecting the western markets, PPL cannot predict the outcome of the above-described investigations, lawsuits and
proceedings or whether any PPL subsidiaries will be the subject of any additional governmental investigations or named in
other lawsuits or refund proceedings.

PJM RPM Litigation (PPL, PPL Energy Supply and PPL Electric)

In May 2008, a group of state public utility commissions, state consumer advocates, municipal entities and electric
cooperatives, industrial end-use customers and a single electric distribution company (collectively, the RPM Buyers) filed a
complaint before the FERC objecting to the prices for capacity under the PJM Reliability Pricing Model (RPM) that were set
in the 2008-09, 2009-10 and 2010-11 RPM base residual auctions. The RPM Buyers requested that the FERC reset the rates
paid to generators for capacity in those periods to a significantly lower level. Thus, the complaint requests that generators be
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paid less for those periods through refunds and/or prospective changes in rates. The relief requested in the complaint, if
granted, could have a material effect on PPL, PPL Energy Supply and PPL Electric. PJM, PPL and numerous other parties
have responded to the complaint, strongly opposing the relief sought by the RPM Buyers. In September 2008, the FERC
entered an order denying the complaint. In August 2009, the RPM Buyers appealed the FERC's decision to the U.S. Court of
Appeals for the Fourth Circuit, and the appeal was subsequently transferred to the U.S. Court of Appeals for the District of
Columbia Circuit. In February 2011, the U.S. Court of Appeals for the District of Columbia Circuit issued an order denying
the appeal. PPL cannot predict the outcome of this proceeding.

In December 2008, PIM submitted amendments to certain provisions governing its RPM capacity market. The amendments
were intended to permit the compensation available to suppliers that provide capacity, including PPL Energy Supply, to
increase. PJM sought approval of the amendments in time for them to be implemented for the May 2009 capacity auction
(for service in June 2012 through May 2013). Numerous parties, including PPL, protested PJM's filing. Certain of the
protesting parties proposed changes to the capacity market auction that would result in a reduction in compensation to
capacity suppliers. The changes proposed by PJM and by other parties in response to PIM proposals could significantly
affect the compensation available to suppliers of capacity participating in future RPM auctions. In March 2009, the FERC
entered an order approving in part and disapproving in part the changes proposed by PJM. In August 2009, the FERC issued
an order granting rehearing in part, denying rehearing in part and clarifying its March 2009 order. No request for rehearing
or appeal of the August 2009 order was timely filed. In October 2010, the August 2009 Order became final and will not have
a material impact on PPL, PPL Energy Supply or PPL Electric. As a result, the remaining issues in this matter are those
referred to in the paragraph above.

FERC Market-Based Rate Authority (PPL and PPL Energy Supply)

In December 1998, the FERC authorized PPL. EnergyPlus to make wholesale sales of electric power and related products at
market-based rates. In that order, the FERC directed PPL EnergyPlus (o file an updated market analysis within three years
after the order, and every three years thereafter. Since then, periodic market-based rate filings with the FERC have been
made by PPL EnergyPlus, PPL Electric, PPL Montana and most of PPL Generation's subsidiaries. These filings consisted of
a Northwest market-based rate filing for PPL. Montana and a Northeast market-based rate filing for most of the other PPL
subsidiaries in PJM's region. In December 2010, PPL filed its market-based rate update for the Eastern region. In January
2011, PPL filed the market-based rate update for the Western region.

Currently, a seller granted market-based rate authority by the FERC may enter into power contracts during an authorized time
period. If the FERC determines that the market is not workably competitive or that the seller possesses market power or is
not charging "just and reasonable" rates, it may institute prospective action, but any contracts entered into pursuant to the
FERC's market-based rate authority remain in effect and are generally subject to a high standard of review before the FERC
can order changes. Recent court decisions by the U.S. Court of Appeals for the Ninth Circuit have raised issues that may
make it more difficult for the FERC to continue its program of promoting wholesale electricity competition through market-
based rate authority. These court decisions permit retroactive refunds and a lower standard of review by the FERC for
changing power contracts, and could have the effect of requiring the FERC in advance to review most, if not all, power
contracts. In June 2008, the U.S. Supreme Court reversed one of the decisions of the U.S. Court of Appeals for the Ninth
Circuit, thereby upholding the higher standard of review for modifying contracts. The FERC has not yet taken action in
response to these court decisions. At this time, PPL cannot predict the impact of these court decisions on the FER(C's future
market-based rate authority program or on PPL's business.

Tax Litigation (PPL and PPL Electric)

In January 2011, the IRS appealed, to the U.S. Court of Appeals for the Third Circuit, the U.S. Tax Court's decision that the
1997 U.K. Windfall Profits Tax (WPT) is a creditable tax for U.S. Federal income tax purposes. In its decision, the Tax
Court ruled on two issues: (1) the 1997 U.K. WPT imposed on all U.K. privatized utilities, including PPL's U.K. subsidiary,
was creditable against the Company's U.S. income taxes; and (2) PPL Electric's street lighting assets could be depreciated for
tax purposes over seven years as permitted for "property without a class life" instead of the 20-year depreciation recovery
period argued by the IRS. The IRS is not appealing the street lighting decision. PPL filed its tax returns for 1997 and all
intervening years on the basis that the WPT was creditable and that the appropriate tax depreciable life for its street lighting
assets was seven years. Therefore, the cash benefit resulting from these items has already been realized. PPL cannot predict
the outcome of this matter.

Energy Policy Act of 2005 - Reliability Standards (PPL, PPL Energy Supply and PPL Electric)

NERC is responsible for establishing and enforcing mandatory reliability standards (Reliability Standards) regarding the bulk
power system. The FERC oversees this process and independently enforces the Reliability Standards.
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The Reliability Standards have the force and effect of law and apply to certain users of the bulk power electricity system,
including electric utility companies, generators and marketers. The FERC has indicated it intends to enforce vigorously the
Reliability Standards using, among other means, civil penalty authority. Under the Federal Power Act, the FERC may assess
civil penalties of up to $1 million per day, per violation, for certain violations. The first group of Reliability Standards
approved by the FERC became effective in June 2007.

LG&E, KU, PPL Electric and certain subsidiaries of PPL Energy Supply continue to self-report potential violations of certain
applicable reliability requirements and submit accompanying mitigation plans. The resolution of a number of these potential
violation reports is pending. Any regional reliability entity determination concerning the resolution of violations of the
Reliability Standards remains subject to the approval of the NERC and the FERC. PPL and its subsidiaries cannot predict the
outcome of these matters.

In the course of implementing its program to ensure compliance with the Reliability Standards by those PPL. affiliates subject

to the standards, certain other instances of potential non-compliance may be identified from time to time. PPL cannot predict
the fines or penalties that may be imposed.

U.K. Overhead Electricity Networks (PPL)

In 2002, for safety reasons, the U.K. Government issued guidance that low voltage overhead electricity networks within three
meters horizontal clearance of a building should either be insulated or relocated. This imposed a retroactive requirement on
existing assets that were built with lower clearances. In 2008, the U.K. Government determined that the U.K. electricity
network should comply with the guidance issued. WPD estimates that the cost of compliance will be $92 million. The
projected expenditures over the next five years have been allowed to be recovered through rates, and it is expected that
expenditures beyond this five-year period will also be recovered through rates. The U.K. Government has determined that
WPD (South Wales) should comply by 2015 and WPD (South West) by 2018.

To improve network reliability, in 2009, the U.K. Government enforced a regulation requiring network operators to
implement a risk-based program over 25 years to clear trees within falling distance of key high-voltage overhead lines. WPD
estimates that the cost of compliance will be $106 million over the 25-year period. The projected expenditures over the next
five years have been allowed to be recovered through rates, and it is expected that expenditures beyond this five-year period
will also be recovered through rates.

New U.K. Pricing Model (PPL)

In October 2010, Ofgem announced a new pricing model that will be effective for the U.K. electricity distribution sector,
beginning April 2015. The model, known as RIIO (Revenues = Incentives + Innovation + Qutputs), is intended to encourage
investment in regulated infrastructure. Key components of the model are: an extension of the price review period to eight
years, increased emphasis on outputs and incentives, enhanced stakeholder engagement including network customers, a
stronger incentive framework to encourage more efficient investment and innovation, expansion of the current Low Carbon
Network Fund to stimulate innovation and continued use of a single weighted average cost of capital.

Environmental Matters - Domestic
(PPL, PPL Energy Supply and PPL Electric)

Due to the environmental issues discussed below or other environmental matters, PPL subsidiaries may be required to
modify, curtail, replace or cease operating certain facilities or operations to comply with statutes, regulations and other
requirements of regulatory bodies or courts.

(PPL and PPL Energy Supply)

Air

To comply with air related requirements described below, PPL's forecast for capital expenditures reflects a best estimate
projection of expenditures that may be required within the next five years. Such projections are a combined $2.3 billion for
LG&E and KU and $400 million for PPL. Energy Supply. Actual costs may be significantly lower or higher depending on

the final requirements. Environmental compliance costs incurred by LG&E and KU are subject to recovery through a rate
recovery mechanism.
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The Clean Air Act addresses, among other things, emissions causing acid deposition, installation of best available control
technologies for new or substantially modified sources, attainment of national ambient air quality standards, toxic air
emissions and visibility standards in the U.S. Amendments to the Clean Air Act requiring additional emission reductions had
been proposed but are unlikely to be introduced or passed in this Congress. The Clean Air Act allows states to develop more
stringent regulations and in some instances, as discussed below, Kentucky, Pennsylvania and Montana have done so.

Clean Air Transport Rule (formerly CAIR)

In August 2010, the EPA proposed a new Clean Air Transport Rule (Transport Rule) to replace the EPA's previous rule
called CAIR, which was struck down by the U.S. Court of Appeals for the District of Columbia Circuit (the Court). CAIR
subsequently was effectively reinstated by the Court pending finalization of the Transport Rule. The final Transport Rule is
expected in 2011. This rule would only apply to PPL's facilities located in Kentucky and Pennsylvania.

CAIR and the new Transport Rule are meant to facilitate attainment of ambient air quality standards for ozone and fine
particulates by requiring reductions in sulfur dioxide and nitrogen oxides. The Transport Rule would establish a new sulfur
dioxide emission allowance cap and trade program that is completely independent of the current Acid Rain Program, and a
new nitrogen oxide emission allowance cap and trade program. The EPA is seeking comment on several different
approaches that would allow varying degrees of trading, but all trading would be more restrictive than previously under
CAIR. As proposed, the first phase of the Transport Rule that would cap sulfur dioxide and nitrogen oxide emissions would
become effective in 2012. The second phase, lowering the sulfur dioxide cap, would become effective in 2014.

PPL's review of the allocations proposed by the EPA in the Transport Rule indicates that greater reductions in sulfur dioxide
would likely be required for PPL beginning in 2012 than were required under CAIR starting in 2015, because the number of
allowances allocated to PPL will be lower than what was allocated to PPL under CAIR and the more restrictive trading under
the Transport Rule reduces compliance flexibility. PPL may look at more aggressive operation of existing scrubbers, fuel
switching and/or dual fuel capability. All of these options could impose significant costs. In January 2011, the EPA issued
alternative proposals for allowance allocations which may reduce the impact. Either of these alternatives is preferable to the
EPA's original method.

With respect to nitrogen oxide, the Transport Rule proposes a slightly higher amount of allowances for PPL's Pennsylvania
plants but a lower amount for PPL's Kentucky plants compared to those allocated under CAIR. The Transport Rule's more
restrictive trading program reduces compliance flexibility. Therefore, other compliance options, such as the installation of
additional SCRs or SNCRs at one or more PPL units or the retirement of certain units, are being evaluated.

In addition to the reductions in sulfur dioxide and nitrogen oxide emissions required under the Transport Rule for PPL's
Pennsylvania and Kentucky plants, PPL's plants may face further reductions in sulfur dioxide and nitrogen oxide emissions as
a result of more stringent national ambient air quality standards for ozone, nitrogen oxide, sulfur dioxide and/or fine
particulates. The EPA has recently finalized a new one-hour standard for sulfur dioxide, and states are required to identify
areas that meet those standards and areas that are in non-attainment. For non-attainment areas, states are required to develop
plans by 2014 to bring those areas into attainment by 2017. For areas in attainment or unclassifiable, states are required to
develop maintenance plans by mid-2013 that demonstrate continued attainment. If additional reductions were to be required,
the economic impact to PPL could be significant.

Mercury and other Hazardous Air Pollutants

Citing its authority under the Clean Air Act, in 2005, the EPA issued the Clean Air Mercury Rule (CAMR) affecting coal-
fired power plants. Since CAMR was overturned in a 2008 U.S. Circuit Court decision, the EPA is now proceeding to
develop standards imposing MACT for mercury emissions and other hazardous air pollutants from electric generating units.
Under a recently approved settlement, the EPA is required to issue final MACT standards by November 2011. In order to
develop these standards, the EPA has collected information from coal- and oil-fired electric utility steam generating units.
On May 3, 2011, EPA published a proposed MACT regulation providing for stringent reductions of mercury and other
hazardous air pollutants. The proposed rule also provides for a three-year compliance deadline, with the potential for a one-
year extension as provided under the statute. Based on a preliminary review, it appears that the proposed rule could
potentially require installation of additional controls such as baghouses and chemical injection on some units and could result
in shutdown of certain units for which retrofits would not be cost-effective. The proposed rule also includes limits on
hazardous air emissions from new or modified coal-fired units that may not be technologically feasible for all fuel sources.
PPL is currently conducting an in-depth review of the proposed rule, but will be unable to determine the exact impact until it
has reviewed the final rule.
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Regional Haze and Visibility

The Clean Air Visibility Rule was issued by the EPA in June 2005 to address regional haze or regionally-impaired visibility
caused by multiple sources over a wide area. The rule requires Best Available Retrofit Technology (BART) for certain
electric generating units. Under the BART rule, PPL, submitted to the Pennsylvania DEP its analyses of the visibility impacts
of particulate matler emissions from Martins Creek Units 3 and 4, Brunner Island Units 2 and 3 and Montour Units 1 and 2.
No analysis was submitted for sulfur dioxide or nitrogen oxides, because the EPA determined that meeting the requirements
for CAIR also meets the BART requirements for those pollutants. Although the EPA has not yet expressly stated that a
similar approach will be taken under the Transport Rule, the EPA has not requested any further studies. PPL's analyses have
shown that because PPL. had already upgraded its particulate emissions controls at Montour Units 1 and 2 and Brunner Island
Units 2 and 3, further controls are not justified as there would be little corresponding visibility improvement. PPL has not
received comments from the Pennsylvania DEP on these submissions.

Also under the BART rule, PPL submitted to the EPA its analyses of the visibility impacts of sulfur dioxide, nitrogen oxides
and particulate matter emissions for Colstrip Units 1 and 2 and Corette. PPL's analyses concluded that further reductions are
not warranted. The EPA responded to PPL's reports for Colstrip and Corette and requested further information and analysis.
PPL completed further analysis and submitted addendums to its initial reports for Colstrip and Corette. In February 2009,
PPL received an information request for additional data related to the Colstrip generating plant non-BART-affected emission
sources. PPL responded to this request in March 2009. PPL has not received comments from the EPA on these submissions.

In November 2010, PPL. Montana received a request from EPA Region 8, under EPA's Reasonable Further Progress goals of
the Regional Haze Rules to provide further analysis with respect to Colstrip Units 3 and 4. Colstrip's Units 3 and 4 are not
BART eligible units and are already well controlled. PPL completed a high level analysis of various control options to
reduce emissions of sulfur dioxide, and particulate matter and submitted that analysis to EPA in January 2011. The analysis
shows that these units are well controlled, and that any incremental reductions would not be cost effective and that further
analysis is not warranted. PPL also concluded that further analysis for nitrogen oxides was not justifiable as these units
installed controls under a Consent Decree in which the EPA had previously agreed that, when implemented, would satisfy the
requirements for installing BART for nitrogen oxides. The EPA recently verbally indicated that it does not agree with all of
PPL's conclusions and that it will be requesting additional information. PPL will evaluate and respond in a timely manner to
the EPA's request once it is received.

PPL. cannot predict whether any additional reductions will be required in Pennsylvania or Montana. If additional reductions
are required, the economic impact could be significant depending on what is required.

LG&E and KU also submitted analyses of the visibility impacts of their Kentucky BART-eligible sources to the Kentucky
Division for Air Quality (KDAQ). Only LG&E's Mill Creek plant was determined to have a significant regional haze impact.
The KDAQ has submitted a regional haze state implementation plan (SIP) to the EPA which requires the Mill Creek plant to
reduce its sulfuric acid mist emissions from Units 3 and 4. After approval of the Kentucky SIP by EPA and revision of the
Mill Creek plant's Title V air permit, LG&E intends to install sorbent injection controls at the plant to reduce sulfuric acid
mist emissions.

New Source Review (NSR)

The EPA has reinitiated its NSR enforcement efforts, This initiative targets coal-fired power plants. The EPA has asserted
that modification of these plants has increased their emissions, and consequently they are subject to stringent NSR
requirements under the Clean Air Act. In April 2009, PPL received EPA information requests for its Montour and Brunner
Island plants. The requests are similar to those that PPL received several years ago for its Colstrip, Corette and Martins
Creek plants. PPL and the EPA have exchanged certain information regarding this matter. In January 2009, PPL. and other
companies that own or operate the Keystone plant in Pennsylvania received a notice of violation from the EPA alleging that
certain projects were undertaken without proper NSR compliance. PPL cannot predict the outcome of this matter.

In addition, in August 2007, LG&E and KU received information requests for their Mill Creek, Trimble County, and Ghent
plants, but have received no further communications from the EPA since providing their responses. PPL. cannot predict the
outcome of these matters.

In March 2009, KU received a notice of violation alleging that KU violated certain provisions of the Clean Air Act's rules
governing NSR and prevention of significant deterioration by installing flue gas desulfurization and SCR controls at its
Ghent generating station without assessing potential increased sulfuric acid mist emissions. KU contends that the work in
question, as pollution control projects, was exempt from the requirements cited by the EPA. In December 2009, the EPA
issued an information request seeking additional information on this matter. KU has exchanged settlement proposals and
other information with the EPA regarding imposition of additional permit limits and emission controls and anticipates
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continued settlement negotiations. In addition, any settlement or future litigation could potentially encompass a September
2007 notice of violation alleging opacity violations at the plant. Depending on the provisions of a final settlement or the
results of litigation, if any, resolution of this matter could involve significant increased operating and capital expenditures.
PPL is currently unable to predict the final outcome of this matter.

If PPL subsidiaries are found to have violated NSR regulations, PPL would, among other things, be required to meet permit
limits reflecting Best Available Control Technology (BACT) for the emissions of any pollutant found to have significantly
increased due to a major plant modification. The costs to meet such limits, including installation of technology at certain
units, could be significant.

States and environmental groups also have initiated enforcement actions and litigation alleging violations of the NSR
regulations by coal-fired plants, and PPL is unable to predict whether such actions will be brought against any of PPL's
plants.

Pursuant to the 2007 U.S. Supreme Court decision on global climate change, as discussed below, the EPA issued regulations
governing carbon dioxide emissions from new or modified stationary sources under its NSR regulations. The regulations
became effective beginning January 2011. The NSR regulations require major new or modified sources of regulated
pollutants to receive pre-construction and operating permits with limits that prevent the significant deterioration of air quality
in areas that are in attainment of the ambient air quality standards for these pollutants. In May 2010, the EPA published a
final rule establishing thresholds for regulating GHG emissions from major new or modified sources. Combined carbon
dioxide emissions or carbon dioxide equivalent emissions of 100,000 tons or more per year will classify a source as major for
permitting applicability purposes. The threshold for a major modification of a major source is an increase of carbon dioxide
or carbon dioxide equivalent emissions of 75,000 tons per year, although a significant increase in non carbon dioxide
regulated pollutants is also required for modifications undertaken prior to July 2011. If a modification results in emissions
increases exceeding the threshold, the plant will need to conduct an analysis of best available control technology for GHG
and meet limits based on best available control technology. To date, the EPA has not provided final guidance on what
constitutes best available control technology for GHG emissions, but has indicated in draft guidance that it may consider
efficiency projects and other options as possible best available control technology for carbon dioxide emissions from power
plants. In addition, in December 2010, the EPA announced that it intends to promulgate New Source Performance Standards
addressing GHG emissions from new and existing power plants, with a proposed rule anticipated to be published in July 2011
and a final rule issued in May 2012. The implications of these developments, including the outcome of any litigation
challenging these regulations, are uncertain.

Opacity

From time to time, emissions from PPL's power plants may cause opacity issues, which may raise environmental concerns.
PPL addresses these issues on a case-by-case basis. If it is determined that actions must be taken to address opacity issues,
such actions could result in economic costs that are not now determinable, but could be significant.

Trimble County Unit 2 Air Permit (PPL)

The Sierra Club and other environmental groups petitioned the Kentucky Environmental and Public Protection Cabinet to
overturn the air permit issued for the TC2 baseload generating unit, but the agency upheld the permit in an Order issued in
September 2007. In response to subsequent petitions by environmental groups, the EPA ordered certain non-material
changes to the permit which were incorporated into a final revised permit issued by the KDAQ in January 2010. In March
2010, the environmental groups petitioned the EPA to object to the revised state permit. Until the EPA issues a final ruling
on the pending petition and all available appeals are exhausted, PPL cannot predict the final outcome of this matter.

Global Climate Change

There is concern nationally and internationally about global climate change and the possible contribution of GHG emissions
including, most significantly, carbon dioxide, from the combustion of fossil fuels. This has resulted in increased demands for
carbon dioxide emission reductions from investors, environmental organizations, government agencies and the international
community. These demands and concerns have led to federal legislative proposals, actions at regional, state and local levels,
litigation relating to GHG emissions and the EPA regulations on GHGs.

Greenhouse Gas Legislation

While climate change legislation was considered during the 111th Congress, the outcome of the 2010 elections has halted the
debate on such legislation in the current 112th Congress. The timing and elements of any future legislation addressing GHG
emission reductions are uncertain at this time. In the current Congress, legislation barring EPA from regulating greenhouse
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gas emissions under the existing authority of the Clean Air Act has been passed by the U.S. House of Representatives.
Various bills providing for barring or delaying EPA from regulating greenhouse gas emissions have been introduced in the
U.S. Senate, but the prospects for passage of such legislation remain uncertain. At the state level, the 2010 elections in
Pennsylvania have also reduced the likelihood of GHG legislation in the near term, nor are there currently any prospects for
such legislation in Kentucky or Montana.

Greenhouse Gas Regulations and Tort Litigation

As aresult of the April 2007 U.S. Supreme Court decision that the EPA has the authority to regulate GHG emissions from
new motor vehicles under the Clean Air Act, in April 2010, the EPA and the U.S. Department of Transportation issued new
light-duty vehicle emissions standards that will apply beginning with 2012 model year vehicles. The EPA has also clarified
that this standard triggers regulation of GHG emissions from stationary sources under the NSR and Title V operating permit
provisions of the Clean Air Act starting in 2011. This means that any new sources or major modifications o existing sources
causing a net significant emissions increase requires BACT permit limits for GHGs. The EPA recently proposed guidance
for conducting a BACT analysis for projects that trigger such a review. In addition, New Source Performance Standards for
new and existing power plants are expected to be proposed in July 2011 and finalized in May 2012. See NSR discussion
above.

At the regional level, ten northeastern states signed a Memorandum of Understanding (MOU) agreeing to establish a GHG
emission cap-and-trade program, called the Regional Greenhouse Gas Initiative (RGGI). The program commenced in
January 2009 and calls for stabilizing carbon dioxide emissions, at base levels established in 2005, from electric power plants
with capacity greater than 25 MW. The MOU also provides for a 10% reduction in carbon dioxide emissions from base
levels by 2019.

Pennsylvania has not stated an intention to join RGGI, but has enacted the Pennsylvania Climate Change Act of 2008
(PCCA). The PCCA established a Climate Change Advisory Committee to advise the DEP on the development of a Climate
Change Action Plan. In December 2009, the Advisory Committee finalized its Climate Change Action Report which
identifies specific actions that could result in reducing GHG emissions by 30% by 2020. Some of the proposed actions, such
as a mandatory 5% efficiency improvement at power plants, could be technically unachievable. To date, there have been no
regulatory or legislative actions taken to implement the recommendations of the report. In addition, legislation has been
introduced and amendments filed to several bills that would, if enacted, significantly increase renewable and solar supply
requirements. It is highly unlikely that this legislation will achieve passage in the 2011 legislative session.

Eleven Western states, including Montana and certain Canadian provinces, are members of the Western Climate Initiative
(WCI). The WCI has established a goal of reducing carbon dioxide emissions 15% below 2005 levels by 2020 and is
currently developing GHG emission allocations, offsets, and reporting recommendations.

In November 2008, the Governor of Kentucky issued a comprehensive energy plan including non-binding targets aimed at
promoting improved energy efficiency, development of alternative energy, development of carbon capture and sequestration
projects, and other actions to reduce GHG emissions. In December 2009, the Kentucky Climate Action Plan Council was
established to develop an action plan addressing potential GHG reductions and related measures. A final plan is expected in
2011. The impact of any such plan is not now determinable.

A number of lawsuits have been filed asserting common law claims including nuisance, trespass and negligence against
various companies with GHG emitting facilities, and the law remains unsettled on these claims. In September 2009, the U.S.
Court of Appeals for the Second Circuit in the case of AEP v. Connecticut reversed a federal district court's decision and
ruled that several states and public interest groups, as well as the City of New York, could sue five electric utility companies
under federal common law for allegedly causing a public nuisance as a result of their emissions of GHGs. In April 2010, the
U.S. Supreme Court heard oral arguments on this matter and a decision is pending. In Comer v. Murphy Oil, the U.S. Court
of Appeals for the Fifth Circuit recently declined to overturn a district court ruling that plaintiffs did not have standing to
pursue common law claims against companies that emit GHGs. The complaint in the Comer case named the previous
indirect parent of LG&E and KU as a defendant based upon emissions from the Kentucky plants. In January 2011, the
Supreme Court denied a pending petition to reverse Court of Appeals' ruling which has effectively brought the case to an end.
However, additional litigation in federal and state courts over these issues is continuing.

PPL continues to evaluate options for reducing, avoiding, off-setting or sequestering its carbon dioxide emissions. In 2010,
PPL's power plants (based on PPL's equity share of these assets) emitted approximately 37 million tons of carbon dioxide
(including 6 million tons of emissions from the LKE plants after their acquisition on November 1, 2010) compared to 29
million tons in 2009.
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Renewable Energy Legislation

There has been interest in renewable energy legislation at both the state and federal levels. At the federal level, House and
Senate bills proposed in the 111th Congress would have imposed mandatory renewable energy supply and energy efficiency
requirements in the 15% to 20% range by approximately 2020. Currently, there are discussions regarding a Clean Energy
Standard that addresses not only renewables but also encourages clean energy requirements (as yet to be defined). At this
time, PPL does not expect similar legislation to progress at the federal or state levels (beyond what is otherwise already
required in Pennsylvania) in the near term.

PPL believes there are financial, regulatory and logistical uncertainties related to GHG reductions and the implementation of
renewable energy mandates. These will need to be resolved before the impact of such requirements on PPL can be
meaningfully estimated. Such uncertainties, among others, include the need to provide back-up supply to augment
intermittent renewable generation, potential generation oversupply that could result from such renewable generation and
back-up, impacts to PIM's capacity market and the need for substantial changes to transmission and distribution systems to
accommodate renewable energy. These uncertainties are not directly addressed by proposed legislation. PPL cannot predict
at this time the effect on its future competitive position, results of operation, cash flows and financial position, of any GHG
emissions, renewable energy mandate or other global climate change requirements that may be adopted, although the costs to
implement and comply with any such requirements could be significant.

Water/Waste
Coal Combustion Residuals (CCRs)

In June 2010, the EPA proposed two approaches to regulating the disposal and management of coal combustion residuals
under the Resource Conservation and Recovery Act (RCRA). CCRs include fly ash, bottom ash and scrubber wastes. The
first approach would regulate CCRs as a hazardous waste under Subtitle C of RCRA. This approach would have very
significant impacts on any coal-fired plant, and would require plants to retrofit their operations to comply with full hazardous
waste requirements from the generation of CCRs and associated waste waters through transportation and disposal. This
would also have a negative impact on the beneficial use of CCRs and could eliminate existing markets for CCRs. The second
approach would regulate CCRs as a solid waste under Subtitle D of RCRA. This approach would mainly affect disposal and
most significantly affect any wet disposal operations. Under this approach, many of the current markets for beneficial uses
would not be affected. Currently, PPL expects that several of its plants in Kentucky and Montana could be significantly
impacted by the requirements of Subtitle D of RCRA, as these plants are using surface impoundments for management and
disposal of CCRs.

The EPA has issued information requests on CCR management practices at numerous plants throughout the power industry
as it considers whether or not to regulate CCRs as hazardous waste. PPL has provided information on CCR management
practices at most of its plants in response to the EPA's requests. In addition, the EPA has conducted follow-up inspections to
evaluate the structural stability of CCR management facilities at several PPL plants and PPL has implemented certain actions
in response to recommendations from these inspections.

In June 2009, the EPA's Office of Enforcement and Compliance Assurance issued a much broader information request to
Colstrip and 18 other non-affiliated plants, seeking information under the RCRA, the Clean Water Act and the Emergency
Planning and Community Right-to-Know Act. PPL responded to the EPA's broader information request. Although the
EPA's enforcement office issued the request, the EPA has not necessarily concluded that the plants are in violation of any
EPA requirements. The EPA conducted a multi-media inspection at Colstrip in August 2009 and issued a report in December
2010 stating that the EPA did not identify any violations of the applicable compliance standards for the Colstrip facility.

PPL cannot predict at this time the final requirements of the EPA's CCR regulations and what impact, if any, they would have
on PPL's facilities, but the economic impact to PPL could be significant.

Martins Creek Fly Ash Release

In 2005, there was a release of approximately 100 million gallons of water containing fly ash from a disposal basin at the
Martins Creek plant used in connection with the operation of the plant's two 150 MW coal-fired generating units. This
resulted in ash being deposited onto adjacent roadways and fields, and into a nearby creek and the Delaware River. PPL
determined that the release was caused by a failure in the disposal basin's discharge structure. PPL conducted extensive
clean-up and completed studies, in conjunction with a group of natural resource trustees and the Delaware River Basin
Commission, evaluating the effects of the release on the river's sediment, water quality and ecosystem.
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The Pennsylvania DEP filed a complaint in Pennsylvania Commonwealth Court against PPL Martins Creek and PPL
Generation, alleging violations of various state laws and regulations and secking penalties and injunctive relief. PPL and the
Pennsylvania DEP have settled this matter. The settlement also required PPL to submit a report on the completed studies of
possible natural resource damages. PPL subsequently submitted the assessment report to the Pennsylvania and New Jersey
regulatory agencies and has continued discussing potential natural resource damages and mitigation options with the
agencies.

Through March 31, 2011, PPL Energy Supply has spent $28 million for remediation and related costs and an insignificant
remediation liability remained. PPL and PPL Energy Supply cannot be certain of the outcome of the natural resource damage
assessment or the associated costs, the outcome of any lawsuit that may be brought by citizens or businesses or the exact
nature of any other regulatory or other legal actions that may be initiated against PPL, PPL Energy Supply or their
subsidiaries as a result of the disposal basin release.

Basin Seepage — Pennsylvania and Kentucky

Seepages have been detected at active and retired wastewater basins at various PPL plants. PPL has completed or is
completing assessments of seepages at various facilities and is working with agencies to implement abatement measures for
those seepages, where required. The potential cost to address identified seepages or other seepages at PPL plants is not now
determinable, but could be significant.

Basin Seepage - Montana

In 2007, six plaintiffs filed a lawsuit in the Montana Sixteenth Judicial District Court against the Colstrip plant owners
asserting property damage claims from seepage from wastewater ponds at Colstrip. A tentative settlement agreement was
reached in July 2010. The settlement is not yet final, and may not be honored by the plaintiffs, but PPL Montana's share is
not expected to be significant.

Conemaugh River Discharges

In April 2007, PennEnvironment and the Sierra Club brought a Clean Water Act citizen suit in the U.S. District Court for the
Western District of Pennsylvania (the Western District Court) against GenOn Northeast Management Company (then known
as Reliant Energy Northeast Management Company) (GenOn), as operator of Conemaugh Generating Station (CGS), seeking
civil penalties and injunctive relief for alleged violations of CGS's NPDES water discharge permit. A PPL Energy Supply
subsidiary holds a 16.25% undivided, tenant in common ownership interest in CGS.

Throughout the relevant time period, the operators of CGS have worked closely with the Pennsylvania DEP to ensure that the
facility is operated in a manner that does not cause any adverse environmental impacts to the Conemaugh River, a waterway
already significantly impacted by discharges from abandoned coal mines and other historical industrial activity with respect
to which neither PPL nor CGS had any involvement. Pursuant to a Consent Order and Agreement between the Pennsylvania
DEP and GenOn (the CGS COA), a variety of studies have been conducted, a water treatment facility for cooling tower
blowdown has been designed and built, and a second treatment facility for flue gas desulfurization effluent has been designed
(and is awaiting final Pennsylvania DEP approval for construction), all in order to comply with the stringent limits set out in
CGS's NPDES permit.

In the lawsuit, GenOn has argued that the CGS COA should preclude the plaintiffs from maintaining their lawsuit, but the
Western District Court has disagreed and there is no binding precedent on the matter. The Western District Court initially
dismissed plaintiffs' lawsuit in December 2009 for lack of standing, but in September 2010 granted plaintiffs’ motion for
reconsideration and reinstated the lawsuit. In both cases, the Western District Court disagreed that the CGS COA precluded
the lawsuit.

In March 2011, the Western District Court entered a partial summary judgment in the plaintiffs' favor, declaring that
discharges from CGS violated the NPDES permit. The case is set for a non-jury trial starting in June 2011, at which time the
Western District Court is expected to determine what, if any, civil penalties and injunctive relief might be appropriate. In the
event of an adverse verdict at trial, an appeal is likely. If the plaintiffs are ultimately successful, PPL could incur its share of
any civil penalties and costs to implement additional discharge reductions. PPL cannot predict the ouicome of this matter,
but does not expect it to be significant.

Other Issues

In 2006, the EPA significantly decreased to 10 parts per billion (ppb) the drinking water standards related to arsenic. In
Pennsylvania, Montana and Kentucky, this arsenic standard has been incorporated into the states' water quality standards and
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could result in more stringent limits in NPDES permits for its Pennsylvania, Montana and Kentucky plants. Subsequently,
the EPA developed a draft risk assessment for arsenic that increases the cancer risk exposure by more than 20 times, which
would lower the current standard from 10 ppb to 0.1 ppb. If the lower standard becomes effective, costly treatment would be
required to attempt to meet the standard and, at this time, there is no assurance that it could be achieved.

The EPA is reassessing its polychlorinated biphenyls (PCB) regulations under the Toxics Substance Control Act, which
currently allow certain PCB articles to remain in use. In April 2010, the EPA issued an Advanced Notice of Proposed
Rulemaking for changes to these regulations. This rulemaking could lead to a phase-out of all PCB-containing equipment.
PPL cannot predict at this time the outcome of these proposed EPA regulations and what impact, if any, they would have on
PPL's facilities, but the costs to PPL could be significant.

The EPA finalized requirements in 2004 for new or modified cooling water intake structures. These requirements affect
where generating facilities are built, establish intake design standards and could lead to requirements for cooling towers at
new and modified power plants. Another rule, finalized in 2004, that addressed existing structures was withdrawn following
a 2007 decision by the U.S. Court of Appeals for the Second Circuit. In 2009, however, the U.S. Supreme Court ruled that
the EPA has discretion to use cost-benefit analysis in determining the best technology available for minimizing adverse
environmental impact to aguatic organisms. The EPA published the proposed rule in the Federal Register in April 2011.
The 90-day comment period ends in July 2011. The final rule is to be issued by July 2012. The industry and PPL are
reviewing the proposed rule and will be submitting comments. The proposed rule contains two requirements to reduce
impact to aquatic organisms. The first requires all existing facilities to meet standards for the reduction of mortality of
aquatic organisms that become trapped against water intake screens regardless of the levels of mortality actually occurring or
the cost of achieving the requirements. A form of cost-benefit analysis is allowed for the second requirement when
determining mortality of aquatic organisms that are pulled through the plant's cooling water system. This process involves a
site-specific evaluation based on nine factors including impacts to energy delivery reliability and remaining useful life of the
plant. Since the rule is written to allow for certain site-specific determinations of the best technology available, state
implementation of the rule could impose requirements that could result in significant costs to PPL plants ranging from
installation of fine mesh screens on cooling water intakes to construction of cooling towers. PPL will be unable to determine
the exact impact until a final rule is issued and the required studies have been completed.

In October 2009, the EPA released its Final Detailed Study of the Steam Electric Power Generating effluent limitations
guidelines and standards. Final regulations are expected to be effective in 2013. PPL expects the revised guidelines and
standards to be more stringent than the current standards, which could result in more stringent discharge permit limits.

PPL has signed a Consent Order and Agreement (the Brunner COA) with the Pennsylvania DEP under which it agreed, under
certain conditions, to take further actions to minimize the possibility of fish kills at its Brunner Island plant. Fish are
attracted to warm water in the power plant discharge channel, especially during cold weather. Debris at intake pumps can
result in a unit trip or reduction in load, causing a sudden change in water temperature. PPL has committed to construct a
barrier to prevent debris from entering the river water intake area, pending receipt of regulatory permits, at a cost of
approximately $4 million.

PPL has also investigated alternatives to exclude fish from the discharge channel and submitted three alternatives to the DEP.
According to the Brunner COA, once the cooling towers at Brunner Island became operational, PPL must implement one of
these fish exclusion alternatives if a fish kill occurs in the discharge channel due to thermal impacts from the plant.
Following start-up of the cooling towers in April 2010, several hundred dead fish were found in the cooling tower intake
basket although there were no sudden changes in water temperature. In the third quarter of 2010, PPL discussed this matter
with the DEP and both parties agreed that this condition was not one anticipated by the Brunner COA, thereby concluding it
did not trigger a need to implement a fish exclusion project. At this time, no fish exclusion project is planned.

In May 2010, the Kentucky Waterways Alliance and other environmental groups filed a petition with the Kentucky Energy
and Environment Cabinet challenging the Kentucky Pollutant Discharge Elimination System permit issued in April 2010,
which covers water discharges from the Trimble County station. In November 2010, the Cabinet issued a final order
upholding the permit. In December 2010, the environmental groups appealed the order to Trimble Circuit Court. PPL is
unable to predict the outcome or impact of this matter.

Superfund and Other Remediation (PPL, PPL Energy Supply and PPL Electric)

PPL is a potentially responsible party at several sites listed by the EPA under the federal Superfund program, including the
Columbia Gas Plant Site, the Metal Bank site and the Ward Transformer site. Clean-up actions have been or are being
undertaken at all of these sites, the costs of which have not been significant to PPL. However, should the EPA require
different or additional measures in the future, or should PPL's share of costs at multi-party sites increase significantly more
than currently expected, the costs to PPL could be significant.
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PPL. is remediating or has completed the remediation of several sites that were not addressed under a regulatory program
such as Superfund, but for which PPL. may be liable for remediation. These include a number of former coal gas
manufacturing facilities in Pennsylvania and Kentucky previously owned or operated or currently owned by predecessors or
affiliates of PPL. There are additional sites, formerly owned or operated by PPL. predecessors or affiliates, for which PPL
lacks information on current site conditions and is therefore unable to predict what, if any, potential liability it may have.

Depending on the outcome of investigations at sites where investigations have not begun or been completed or developments
at sites for which PPL currently lacks information, the costs of remediation and other liabilities could be substantial. PPL and
its subsidiaries also could incur other non-remediation costs at sites included in current consent orders or other contaminated
sites, the costs of which are not now determinable but could be significant.

The EPA is evaluating the risks associated with polycyclic aromatic hydrocarbons and naphthalene, chemical by-products of
coal gas manufacturing. As a result of the EPA's evaluation, individual states may establish stricter standards for water
quality and soil cleanup. This could require several PPL. subsidiaries to take more extensive assessment and remedial actions
at former coal gas manufacturing facilities. The costs to PPL. of complying with any such requirements are not now
determinable, but could be significant.

Under the Pennsylvania Clean Streams Law, subsidiaries of PPL Generation are obligated to remediate acid mine drainage at
former mine sites and may be required to take additional steps to prevent potential acid mine drainage at previously capped
refuse piles. One PPL. Generation subsidiary is pumping mine water at two mine sites and treating water at one of these sites.
Another PPL Generation subsidiary has installed a passive wetlands treatment system at a third site. At March 31, 2011, PPL
Energy Supply had accrued a discounted liability of $26 million to cover the costs of pumping and treating groundwater at
the two mine sites for 50 years and for operating and maintaining passive wetlands treatment at the third site. PPL Energy
Supply discounted this liability based on risk-free rates at the time of the mine closures. The weighted-average rate used was
8.16%. Expected undiscounted payments are estimated at $2 million for 2011, $1 million each of the years from 2012
through 2014, $2 million for 2015, and $137 million for work after 2015.

From time to time, PPL. undertakes remedial action in response to spills or other releases at various on-site and off-site
locations, negotiates with the EPA and state and local agencies regarding actions necessary for compliance with applicable
requirements, negotiates with property owners and other third parties alleging impacts from PPL's operations, and undertakes
similar actions necessary to resolve environmental matters which arise in the course of normal operations. Based on analyses
to date, resolution of these general environmental matters is not expected to have a material adverse impact on PPL's
operations.

Future cleanup or remediation work at sites currently under review, or at sites not currently identified, may result in material
additional operating costs for PPL subsidiaries that cannot be estimated at this time.

Electric and Magnetic Fields (PPL, PPL Energy Supply and PPL Electric)

Concerns have been expressed by some members of the public regarding potential health effects of power frequency EMFs,
which are emitted by all devices carrying electricity, including electric transmission and distribution lines and substation
equipment. Government officials in the U.S. and the U.K. have reviewed this issue. The U.S. National Institute of
Environmental Health Sciences concluded in 2002 that, for most health outcomes, there is no evidence that EMFs cause
adverse effects. The agency further noted that there is some epidemiological evidence of an association with childhood
leukemia, but that the evidence is difficult to interpret without supporting laboratory evidence. The U.K. National
Radiological Protection Board (part of the U.K. Health Protection Agency) concluded in 2004 that, while the research on
EMFs does not provide a basis to find that EMFs cause any illness, there is a basis to consider precautionary measures
beyond existing exposure guidelines. The Stakeholder Group on Extremely Low Frequency EMF, set up by the U.K.
Government, has issued two reports, one in April 2007 and one in June 2010, describing options for reducing public exposure
to EMF. The U.X. Government responded to the first report in 2009, agreeing to some of the proposals, including a proposed
voluntary code to optimally phase 132 kilovolt overhead lines to reduce public exposure to EMF where it is cost effective to
do so. The U.K. Government is currently considering the second report which concentrates on EMF exposure from
distribution systems. PPL and its subsidiaries believe the current efforts to determine whether EMFs cause adverse health
effects should continue and are taking steps to reduce EMFs, where practical, in the design of new transmission and
distribution facilities. PPL and its subsidiaries are unable to predict what effect, if any, the EMF issue might have on their
operations and facilities either in the U.S. or the U.K., and the associated cost, or what, if any, liabilities they might incur
related to the EMF issue.
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Environmental Matters - WPD (PPL)

WPD's distribution businesses are subject to environmental regulatory and statutory requirements. PPL believes that WPD
has taken and continues to take measures to comply with the applicable laws and governmental regulations for the protection
of the environment.

The U.K. Government has implemented a project to alleviate the impact of flooding on the U.K. utility infrastructure,
including major electricity substations. WPD has agreed with the Ofgem to spend $28 million on flood prevention, which
will be recovered through rates during the five-year period commencing April 2010. WPD is currently liaising on site-
specific proposals with local offices of a U.K. Government agency.

U.K. legislation has been passed that imposes a duty on certain companies, including WPD, to report on climate change
adaptation, The first information request was received by WPD in March 2010, with reports due for submission by June
2011. WPD has worked with other UK. electricity network operators to undertake research with the internationally
recognized U.K. Met Office (the national weather service) and to report using common agreed methodology.

There are no other material legal or administrative proceedings pending against or related to WPD with respect to
environmental matters. See "Electric and Magnetic Fields," above, for a discussion of EMFs.

Other

Nuclear Insurance (PPL and PPL Energy Supply)

PPL Susquehanna is a member of certain insurance programs that provide coverage for property damage to members' nuclear
generating plants. Facilities at the Susquehanna plant are insured against property damage losses up to $2.75 billion under these
programs. PPL Susquehanna is also a member of an insurance program that provides insurance coverage for the cost of
replacement power during prolonged outages of nuclear units caused by certain specified conditions.

Under the property and replacement power insurance programs, PPL Susquehanna could be assessed retroactive premiums in
the event of the insurers' adverse loss experience. At March 31, 2011, this maximum assessment was $40 million.

In the event of a nuclear incident at the Susquehanna plant, PPL Susquehanna's public liability for claims resulting from such
incident would be limited to $12.6 billion under provisions of The Price-Anderson Act Amendments under the Energy Policy
Act of 2005. PPL Susquehanna is protected against this liability by a combination of commercial insurance and an industry
assessment program.

In the event of a nuclear incident at any of the reactors covered by The Price-Anderson Act Amendments under the Energy
Policy Act of 2005, PPL Susquehanna could be assessed up to $235 million per incident, payable at $35 million per year.

At March 31, 2011, the property, replacement power and nuclear incident insurers maintained an A.M. Best financial strength
rating of A ("Excellent").

Guarantees and Other Assurances

(PPL, PPL Energy Supply and PPL Electric)

In the normal course of business, PPL, PPL Energy Supply and PPL Electric enter into agreements that provide financial
performance assurance to third parties on behalf of certain subsidiaries. Such agreements include, for example, guaraniees,
stand-by letters of credit issued by financial institutions and surety bonds issued by insurance companies. These agreements
are entered into primarily to support or enhance the creditworthiness attributed to a subsidiary on a stand-alone basis or to
facilitate the commercial activities in which these subsidiaries enter.

(PPL)
PPL fully and unconditionally guarantees all of the debt securities of PPL Capital Funding.
(PPL, PPL Energy Supply and PPL Electric)

The table below details guarantees provided as of March 31, 2011. The total recorded liability at March 31, 2011 and
December 31, 2010 was $15 million and $14 million for PPL. Other than as noted in the descriptions for "WPD guarantee of
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pension and other obligations of unconsolidated entities," the probability of expected payment/performance under each of
these guarantees is remote.

Exposure at Expiration
March 31, 2011 (a) Date

PPL (b)

Indemnifications for sale of PPL Gas Utilities $ 300 (c)

Indemnifications of LKE 301 (d) 2021 - 2023
WPD indemnifications for entities in liquidation and sales of assets 295 (e) 2013 - 2018
WPD guarantee of pension and other obligations of unconsolidated entities 66 (f) 2015
Tax indemnification related to unconsolidated WPD affiliates 8 (g) 2012

PPL Energy Supply (h)

Letters of credit issued on behalf of affiliates 20 (i) 2011 -2014
Retrospective premiums under nuclear insurance programs 40 (j)
Nuclear claims assessment under The Price-Anderson Act Amendments under The Energy Policy Act of 2005 235 (k)
Indemnifications for sales of assets 338 2012 - 2025

Indemnification to operators of jointly owned facilities 6 (m)
Guarantee of a portion of a divested unconsolidated entity's debt 22 (n) 2018

(a)
(b)
©

()]

(e)

0y

(®

(h)
)

Represents the estimated maximum potential amount of future payments that could be required to be made under the guarantee.

PPL. is not liable for obligations under guarantees provided by LKE and WPD, as the beneficiaries of the guarantees do not have recourse to PPL.

PPL has provided indemnification to the purchaser of PPL Gas Utilities and Penn Fuel Propane, LLC for damages arising out of any breach of the
representations, warranties and covenants under the related transaction agreement and for damages arising out of certain other matters, including
certain pre-closing unknown environmental liabilities relating to former manufactured gas plant properties or off-site disposal sites, if any, outside of
Pennsylvania, The indemnification provisions for most representations and warranties, including tax and environmental matters, are capped at $43
million, in the aggregate, and are triggered (i) only if the individual claim exceeds $50,000, and (ii) only if, and only to the extent that, in the aggregate,
total claims exceed $4.5 million. The indemnification provisions for most representations and warranties expired on September 30, 2009 without any
claims having been made. Certain representations and warranties, including those having to do with transaction authorization and title, survive
indefinitely, are capped at the purchase price and are not subject to the above threshold or deductible. The indemnification provision for the tax
matters representations survives for the duration of the applicable statute of limitations, and the indemnification provision for the environmental
matters representations survives for a period of three years after the transaction closing. The indemnification relating to unknown environmental
liabilities for manufactured gas plants and disposal sites outside of Pennsylvania could survive more than three years, but only with respect to
applicable property or sites identified by the purchaser prior to the third anniversary of the transaction closing. The indemnification for covenants
survives until the applicable covenant is performed and is not subject to any cap.

LKE provides certain indemnifications, the most significant of which relate to the termination of the WKE lease in July 2009, These guarantees cover
the due and punctual payment, performance and discharge by each party of its respective present and future obligations. The most comprehensive of
these guarantees is the LKE guarantee covering operational, regulatory and environmental commitments and indemnifications made by WKE under the
WKE Transaction Termination Agreement. This guarantee has a term of 12 years ending July 2021, and a cumulative maximum exposure of $200
million. Certain items such as non-excluded government fines and penalties fall outside the cumulative cap. Another guarantee with a maximum
exposure of $100 million covering other indemnifications expires in 2023. Certain matters are currently under discussion among the parties, including
one matter currently in arbitration, the outcomes of which cannot be predicted at this time. Additionally, LKE has indemnified various third parties
related to historical obligations for other divested subsidiaries and affiliates. The indemnifications vary by entity and the maximum amount limits
range from being capped at the sale price to no specified maximum; however, LKE is not aware of formal claims made by any party at this time. LKE
could be required to perform on these indemnifications in the event of covered losses or liabilities being claimed by an indemnified party. No
additional material loss is anticipated by reason of such indemnification.

In connection with the liquidation of wholly owned subsidiaries that have been deconsolidated upon tumning the entities over to the liquidators, certain
affiliates of PPL Global have agreed to indemnify the liquidators, directors and/or the entities themselves for any liabilities or expenses arising during
the liquidation process, including liabilities and expenses of the entities placed into liquidation. In some cases, the indemnifications are limited to a
maximum amount that is based on distributions made from the subsidiary to its parent either prior or subsequent to being placed into liquidation. In
other cases, the maximum amount of the indemnifications is not explicitly stated in the agreements. The indemnifications generally expire two to
seven years subsequent to the date of dissolution of the entities. The exposure noted only includes those cases in which the agreements provide for a
specific limit on the amount of the indemnification, and the expiration date was based on an estimate of the dissolution date of the entities.

In connection with their sales of various businesses, WPD and its affiliates have provided the purchasers with indemnifications that are standard for
such transactions, including indemnifications for certain pre-existing liabilities and environmental and tax matters. In addition, in connection with
certain of these sales, WPD and its affiliates have agreed to continue their obligations under existing third-party guarantees, either for a set period of
time following the transactions or upon the condition that the purchasers make reasonable efforts to terminate the guarantees. Finally, WPD and its
affiliates remain secondarily responsible for lease payments under certain leases that they have assigned to third parties.

As a result of the privatization of the utility industry in the U.K., certain electric associations’ roles and responsibilities were discontinued or modified.
As a result, certain obligations, primarily pension-related, associated with these organizations have been guaranteed by the participating members.
Costs are allocated to the members based on predetermined percentages as outlined in specific agreements. However, if a member becomes insolvent,
costs can be reallocated to and are guaranteed by the remaining members. At March 31, 2011, WPD has recorded an estimated discounted liability
based on its current allocated percentage of the total expected costs for which the expected payment/performance is probable. Neither the expiration
date nor the maximum amount of potential payments for certain obligations is explicitly stated in the related agreements. Therefore, they have been
estimated based on the types of obligations.

Two WPD unconsolidated affiliates were refinanced during 2005. Under the terms of the refinancing, WPD has indemnified the lender against certain
tax and other liabilities

Other than the letters of credit, all guarantees of PPL Energy Supply, on a consolidated basis, also apply to PPL on a consolidated basis.

Standby letter of credit arrangements under PPL Energy Supply's credit facilities for the purposes of protecting various third parties against
nonperformance by PPL. This is not a guarantee by PPL on a consolidated basis.
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(j) PPL Susquehanna is contingently obligated to pay this amount related to potential retrospective premiums that could be assessed under its nuclear
insurance programs. See "Nuclear Insurance,” above, for additional information.

(k) This is the maximum amount PPL Susquehanna could be assessed for each incident at any of the nuclear reactors covered by this Act. See "Nuclear
Insurance,” above for additional information

(1)  PPL Energy Supply's maximum exposure with respect to certain indemnifications and the expiration of the indemnifications cannot be estimated
because, in the case of certain indemnification provisions, the maximum potential lability is not capped by the transaction documents and the
expiration date is based on the applicable statute of limitations. The exposure and expiration dates noted are only for those cases in which the
agreements provide for specific limits.

A subsidiary of PPL Energy Supply has agreed to provide indemnification to the purchaser of the Long Island generation business for damages arising
out of any breach of the representations, warranties and covenants under the related transaction agreement and for damages arising out of certain other
matters, including liabilities relating to certain renewable energy facilities which were previously owned by one of the PPL subsidiaries sold in the
transaction but which were unrelated to the Long Island generation business. The indemnification provisions are subject to certain customary
limitations, including thresholds for allowable claims, caps on aggregate liability, and time limitations for claims arising out of breaches of most
representations and warranties.

A subsidiary of PPL Energy Supply has agreed to provide indemnification to the purchasers of the Maine hydroelectric facilities for damages arising
out of any breach of the representations, warranties and covenants under the respective transaction agreements and for damages arising out of certain
other matters, including liabilities of the PPL. Energy Supply subsidiary relating to the pre-closing ownership or operation of those hydroelectric
facilitics. The indemnification obligations are subject to certain customary limitations, including thresholds for allowable claims, caps on aggregate
liability, and time limitations for claims arising out of breaches of representations and warranties.

Subsidiaries of PPL Energy Supply have agreed to provide indemnification to the purchasers of certain non-core generation facilities sold in March
2011 (see Note 8 for additional information) for damages arising out of any breach of the representations, warranties and covenants under the related
transaction agreements and for damages arising out of certain other matters relating to the facilities that were the subject of the transaction, including
certain reduced capacity payments (if any) at one of the facilities in the event specified PIM rule changes are proposed and become effective. The
indemnification provisions are subject to certain customary limitations, including thresholds for allowable claims, caps on aggregate liability, and time
limitations for claims arising out of breaches of most representations and warranties.

(m) In December 2007, a subsidiary of PPL Energy Supply executed revised owners agreements for two jointly owned facilities, the Keystone and
Conemaugh generating stations. The agreements require that in the event of any default by an owner, the other owners fund contributions for the
operation of the generating stations, based upon their ownership percentages. The maximum obligation among all owners, for each station, is currently
$20 million. The non-defaulting owners, who make up the defaulting owner's obligations, are entitled to the generation entitlement of the defaulting
owner, based upon their ownership percentage. The agreements do not have an expiration date.

(n) A PPL Energy Supply subsidiary owned a one-third equity interest in Safe Harbor Water Power Corporation (Safe Harbor) that was sold in March
2011, Beginning in 2008, PPL Energy Supply guaranteed one-third of any amounts payable with respect to certain senior notes issued by Safe Harbor.
Per the terms of the sale agreement, PPL Energy Supply continues to guarantee the portion of Safe Harbor's debt, but received a cross-indemnity from
the purchaser in the event PPL Energy Supply is required to make a payment under the guarantee. Exposure noted reflects principal only. See Note 8
for additional information on the sale of this interest.

PPL, PPL Energy Supply and PPL Electric and their subsidiaries provide other miscellaneous guarantees through contracts
entered into in the normal course of business. These guarantees are primarily in the form of indemnification or warranties
related to services or equipment and vary in duration. The amounts of these guarantees often are not explicitly stated, and the
overall maximum amount of the obligation under such guarantees cannot be reasonably estimated. Historically, PPL, PPL
Energy Supply and PPL Electric and their subsidiaries have not made any significant payments with respect to these types of
guaraniees and the probability of payment/performance under these guarantees is remote.

PPL., on behalf of itself and certain of its subsidiaries, maintains insurance that covers liability assumed under contract for
bodily injury and property damage. The coverage requires a maximum $4 million deductible per occurrence and provides
maximum aggregate coverage of $200 million. This insurance may be applicable to obligations under certain of these
contractual arrangements.

11. Related Party Transactions
(PPL Energy Supply and PPL Electric)
PLR Contracts

PPL Electric holds competitive solicitations for PLR generation supply. See Note 10 for additional information on the
solicitations. PPL EnergyPlus has been awarded a portion of the supply. PPL Electric's purchases from PPL EnergyPlus
totaled $6 million for the three months ended March 31, 2011 and $115 million during the same period in 2010, and are
included in the Statements of Income as "Wholesale energy marketing to affiliate" by PPL Energy Supply, and as "Energy
purchases from affiliate" by PPL Electric.

See Note 2 for additional information regarding PPL Electric's purchases of accounts receivable from PPL EnergyPlus.
Under the standard Supply Master Agreement for the bid solicitation process, PPL Electric requires all suppliers to post
collateral once credit exposures exceed defined credit limits. In no instance is PPL Electric required to post collateral to

suppliers under these supply contracts. PPL EnergyPlus is required to post collateral with PPL Electric: (a) when the market
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price of electricity to be delivered by PPL, EnergyPlus exceeds the contract price for the forecasted quantity of electricity to
be delivered and (b) this market price exposure exceeds a contractual credit limit. Based on the current credit rating of PPL
Energy Supply, as guarantor, this credit limit is $35 million at March 31, 2011.

PPL Energy Supply has credit exposure to PPL, Electric under certain energy supply contracts. See Note 13 for additional
information on this credit exposure.

Allocations of Corporate Service Costs

PPL Services provides corporate functions such as financial, legal, human resources and information technology services.
PPL. Services charges the respective PPL subsidiaries for the cost of such services when they can be specifically identified.
The cost of these services that is not directly charged to PPL subsidiaries is allocated to certain subsidiaries based on an
average of the subsidiaries’ relative invested capital, operation and maintenance expenses and number of employees. PPL
Services allocated the following amounts, which PPL. management believes are reasonable, to PPL Energy Supply and PPL
Electric, including amounts applied to accounts that are further distributed between capital and expense.

Three Months Ended March 31,

2011 2010

PPL Energy Supply $ 50 % 59
PPL. Electric 39 33

(PPL Energy Supply)
intercompany Borrowings
A PPL Energy Supply subsidiary holds revolving demand notes from certain affiliates. At March 31, 2011 $458 million was

outstanding. There was no balance outstanding at December 31, 2010. The interest rates on the borrowings were equal to 1-
month LIBOR plus a spread. The weighted-average interest rate on the borrowings was approximately 2.74%.

Trademark Royalties

A PPL subsidiary owns PPL. trademarks and bills certain affiliates for their use. PPL Energy Supply was allocated $10
million of this license fee for the three months ended March 31, 2011 and 2010. These allocations are primarily included in
"Other operation and maintenance” on the Statements of Income.

Distribution of interest in PPL Global to Parent

In January 2011, PPL, Energy Supply distributed its membership interest in PPL, Global to its parent, PPL. Energy Funding.
See Note 8 for additional information.

12. Other Income (Expense) - net
(PPL and PPL Energy Supply)

The breakdown of "Other Income (Expense) - net" was:

PPL PPL Energy Supply
Three Months Ended Three Months Ended
March 31, March 31,
2011 2010 2011 2010
Other Income

Earnings on securities in NDT funds $ 15 % 6 $ 5 % 6
Interest income 2 1 1
AFUDC 1 1
Miscellaneous - Domestic 3 1 1 1
Total Other Income 21 9 17 7
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PPL PPL Energy Supply

Three Months Ended Three Months Ended
March 31, March 31,
2011 2010 2011 2010
Other Expense
Economic foreign currency exchange contracts 9 2)
Charitable contributions 3 1
Central Networks acquisition-related costs (Note 18) 11
Miscellaneous - Domestic 2 2 3 1
Miscellaneous - International 1
Total Other Expense 26 1 3 1
Other Income (Expense) - net $ 5) $ 8 & 14 % 6

13. Fair Value Measurements and Credit Concentration
(PPL, PPL Energy Supply and PPL Electric)

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date (an exit price). PPL and its subsidiaries use, as appropriate, a market approach
(generally, data from market transactions), an income approach (generally, present value techniques and option-pricing
models), and/or a cost approach (generally, replacement cost) to measure the fair value of an asset or liability. These
valuation approaches incorporate inputs such as observable, independent market data and/or unobservable data that
management believes are predicated on the assumptions market participants would use to price an asset or liability. These
inputs may incorporate, as applicable, certain risks such as nonperformance risk, which includes credit risk.

Recurring Fair Value Measurements

The assets and liabilities measured at fair value were:

March 31, 2011 December 31, 2010
Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3
PPL
Assets
Cash and cash equivalents $ 1245 § 1,245 $ 925 § 925
Short-term investments - municipal debt
securities 163 163
Restricted cash and cash equivalents (a) 73 73 66 66
Price risk management assets:
Energy commodities 2,360 2% 2307 $ 51 2,503 $ 2452 % 51
Interest rate swaps 10 10 15 15
Foreign currency exchange contracts 6 6 11 il
Cross-currency Swaps 9 9 44 44
Total price risk management assets 2,385 2 2,332 51 2,573 2,522 51
NDT funds:
Cash and cash equivalents 16 16 10 10
Equity securities
U.S. large-cap 300 207 93 303 207 96
U.S. mid/small-cap 122 88 34 119 89 30
Debt securities
U.S. Treasury 77 77 75 75
U.S. government sponsored agency 10 10 7 7
Municipality 79 79 69 69
Investment-grade corporate 37 37 33 33
Other 2 2 1 1
Receivables (payables), net 1 (1) 2 1 (1)
Total NDT funds 644 387 257 618 380 238
Auction rate securities (b) 25 25 25 25
Total assets $ 4372 % 1,707 § 2,589 $ 76 % 4370 $ 1,534 $§ 2,760 $ 76
Liabilities
Price risk management liabilities:
Energy commodities $ 1,356 % 2% 1335 8 19 § 1,552 $ 1498 % 54
Interest rate swaps 40 40 53 53
Foreign currency exchange contracts 11 11
Cross-currency swaps 9 9
Total price risk management liabilities $ 1407 % 2 % 1,38 § 19 § 1,614 $ 1,560 $ 54
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March 31, 2011 December 31, 2010

Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3

PPL Energy Supply

Assets
Cash and cash equivalents 3 583 $ 583 $ 661 % 601
Restricted cash and cash equivalents (a) 22 22 26 26
Price risk management assets:
Energy commodities 2.359 2% 2306 % 51 2,503 $ 2452 § 51
Foreign currency exchange contracts 11 11
Cross-currency swaps 44
Total price risk management assets 2.359 2 2.306 51 2,558 2,507 51
NDT funds:
Cash and cash equivalents 16 16 10 10
Equity securities
U.S. large-cap 300 207 93 303 207 96
U.S. mid/small-cap 122 88 34 119 89 30
Debt securities
U.S. Treasury 77 77 75 75
U.S. government sponsored agency 10 10 7 7
Municipality 79 79 69 69
Investment-grade corporate 37 37 33 33
Other 2 2 1 1
Receivables (payables), net 1 ) 2 1 (1) 2
Total NDT funds 644 387 257 618 380 238
Auction rate securities (b) 20 20 20 20
Total assets $ 3628 § 994 § 2,563 § 71 $ 3883 § 1,067 $ 2745 § 71
Liabilities
Price risk management liabilities:
Energy commodities $ 1354 § 2% 1333 % 19 8 1,541 $ 1487 % 54
Cross-currency swaps 9 9
Total price risk management liabilities $ 1354 § 2§ 1333 % 19 § 1550 $ 149 § 54
PPL Electric
Assets
Cash and cash equivalents $ 10 $ 10 $ 204 $ 204
Restricted cash and cash equivalents (c) 14 14 14 14
Total assets $ 24§ 24 $ 218 % 218

(a) Current portion is included in "Restricted cash and cash equivalents” and long-term portion is included in "Other noncurrent assets” on the Balance
Sheets.

(b) Included in "Other investments" on the Balance Sheets.

(c) Current portion is included in "Other current assets" on the Balance Sheets. Such amounts were insignificant at March 31, 2011 and December 31,
2010. The long-term portion is included in "Other noncurrent assets" on the Balance Sheets.

A reconciliation of net assets and liabilities classified as Level 3 is as follows.

Fair Value Measurements Using Significant Unobservable Inputs (Level 3)

March 31, 2011 March 31, 2010
Energy Auction Energy Auction
Commodities, Rate Commodities, Rate
net Securities Total net Securities Total
PPL
Balance at beginning of period $ 3 % 25 % 22°% 107§ 25 % 132
Total realized/unrealized gains (losses)
Included in earnings 1 1 (61) ©61)
Included in OCI (a) 1 1 3 3
Purchases 2 2
Sales 3 3)
Settlements 22 22
Net purchases, sales, issuances and
settlements (b) 5 5
Transfers into Level 3 ) )
Transfers out of Level 3 12 12 (1) (1)
Balance at end of period $ 32 % 25§ 57 % 51 % 25 8§ 76
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Fair Value Measurements Using Significant Unobservable Inputs (Level 3)

March 31, 2011 March 31, 2010
Energy Auction Energy Auction
Commodities, Rate Commodities, Rate
net Securities Total net Securities Total

PPL Energy Supply
Balance at beginning of period $ 3) % 20 % 17 $ 107 % 20 % 127

Total realized/unrealized gains (losses)

Included in earnings 1 1 61) (61)
Included in OCI (a) 1 1 3 3
Purchases 2 2
Sales 3) 3)
Settlements 22 22
Net purchases, sales, issuances and
settlements (b) 5 5
Transfers into Level 3 (2) 2)
Transfers out of Level 3 12 12 (1) (1)
Balance at end of period $ 32 8 20 § 52 % 51 § 20§ 71

(a) Included in "Qualifying derivatives" on the Statements of Comprehensive Income.
(b) Accounting guidance effective January 1, 2011 requires purchase, sale, issuance and settlement transactions within Level 3 to be presented on a gross
basis. The transactions in 2010 are reported on a combined basis.

Net gains and losses on assets and liabilities classified as Level 3 and included in earnings are reported in the Statements of
Income as follows.

March 31, 2011
Energy Commodities, net
Unregulated Wholesale Net Energy
Retail Electric Energy Trading Energy
and Gas Marketing Margins Purchases
PPL and PPL Energy Supply
Total gains (losses) included in earnings for the period $ I % 1% Sy 3 4
Change in unrealized gains (losses) relating to positions still held
at the reporting date 1 (1) 19
March 31, 2010
Energy Commodities, net
Unregulated Wholesale Net Energy
Retail Electric Energy Trading Energy
and Gas Marketing Margins Purchases
PPL and PPL Energy Supply
Total gains (losses) included in eamings for the period $ 11 % 13 8 1 % (86)
Change in unrealized gains (losses) relating to positions still held
at the reporting date 10 4 (1) (75)

(PPL, PPL Energy Supply and PPL Electric)

PPL and its subsidiaries recognize transfers between levels at end-of-reporting-period values.

(PPL and PPL Energy Supply)

Price Risk Management Assets/Liabilities - Energy Commodities

Energy commodity contracts are generally valued using the income approach, except for exchange-traded derivative gas and
oil contracts, which are valued using the market approach and are classified as Level 1. When observable inputs are used to
measure all or most of the value of a contract, the contract is classified as Level 2. Over-the-counter (OTC) contracts are
valued using quotes obtained from an exchange, binding and non-binding broker quotes, prices posted by ISOs or published
tariff rates. Furthermore, PPL obtains independent quotes from the market to validate the forward price curves. OTC
contracts include forwards, swaps, options and structured deals for electricity, gas, oil, and/or emission allowances and may
be offset with similar positions in exchange-traded markets. To the extent possible, fair value measurements utilize various
inputs that include quoted prices for similar contracts or market-corroborated inputs. In certain instances, these instruments
may be valued using models, including standard option valuation models and standard industry models. For example, the fair
value of a structured deal that delivers power to an illiquid delivery point may be measured by valuing the nearest liquid
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trading point plus the value of the basis between the two points. The basis input may be from market quotes, FTR prices, or
historical prices.

When unobservable inputs are significant to the fair value measurement, a contract is classified as Level 3. Additionally,
Level 2 and Level 3 fair value measurements include adjustments for credit risk based on PPL's own creditworthiness (for net
labilities) and its counterparties' creditworthiness (for net assets). PPL's credit department assesses all reasonably available
market information and uses probabilities of default to calculate the credit adjustment. PPL assumes that observable market
prices include sufficient adjustments for liquidity and modeling risks, but for Level 3 fair value measurements, PPL. also
assesses the need for additional adjustments for liquidity or modeling risks. The contracts classified as Level 3 represent
contracts for which the delivery dates are beyond the dates for which independent prices are available or for certain power
basis positions, which PPL generally values using historical settlement prices to project forward prices.

In certain instances, energy commodity contracts are transferred between Level 2 and Level 3. The primary reasons for the
transfers during 2011 and 2010 were changes in the availability of market information and changes in the significance of the
unobservable portion of the contract. As the delivery period of a contract becomes closer, market information may become
available. When this occurs, the model's unobservable inputs are replaced with observable market information.

Price Risk Management Assets/Liabilities - Interest Rate Swaps/Foreign Currency Exchange Contracts/Cross-
Currency Swaps

To manage their interest rate risk, PPL. and PPL Energy Supply generally use interest rate contracts such as forward-starting
swaps, floating-to-fixed swaps and fixed-to-floating swaps. To manage their foreign currency exchange risk, PPL generally
uses and PPL Energy Supply, prior to its January 2011 distribution of its interest in PPL. Global to its parent, PPL. Energy
Funding, generally used foreign currency exchange contracts such as forwards and options and cross-currency swaps that
contain characteristics of both interest rate and foreign currency exchange contracts. PPL and PPL Energy Supply use an
income approach to measure the fair value of these contracts, utilizing readily observable inputs, such as forward interest
rates (e.g., LIBOR and government security rates) and forward foreign currency exchange rates (e.g., GBP and Euro), as well
as inputs that may not be observable, such as credit valuation adjustments. In certain cases, PPL and PPL Energy Supply
cannot practicably obtain market information to value credit risk and therefore rely on their own models. These models use
projected probabilities of default based on historical observances. When the credit valuation adjustment is significant to the
overall valuation, the contracts are classified as Level 3.

NDT Funds

PPL. and PPL. Energy Supply generally use the market approach to measure the fair value of equity securities held in the NDT
funds.

e The fair value measurements of equity securities classified as Level 1 are based on quoted prices in active markets and are
comprised of securities that are representative of the Wilshire 5000 index, which is invested in approximately 70% large-
cap stocks and 30% mid/small-cap stocks.

e Investments in commingled equity funds are classified as Level 2 and represent securities that track the S&P 500 index
and the Wilshire 4500 index. These fair value measurements are based on firm quotes of net asset values per share, which
are not obtained from a quoted price in an active market.

Debt securities are generally measured using a market approach, including the use of matrix pricing. Common inputs include
reported trades, broker/dealer bid/ask prices, benchmark securities and credit valuation adjustments. When necessary, the fair
value of debt securities is measured using the income approach, which incorporates similar observable inputs as well as
benchmark yields, credit valuation adjustments, reference data from market research publications, monthly payment data,
collateral performance and new issue data.

The debt securities held by the NDT funds at March 31, 2011 have a weighted-average coupon of 4.57% and a weighted-
average duration of five years.

Auction Rate Securities

PPL's and PPL Energy Supply's auction rate securities include Federal Family Education Looan Program guaranteed student
loan revenue bonds, as well as various municipal bond issues. At March 31, 2011, contractual maturities for these auction
rate securities were a weighted average of approximately 25 years. PPL. and PPL Energy Supply do not have significant
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exposure to realize losses on these securities; however, auction rate securities are classified as Level 3 because failed auctions
limit the amount of observable market data that is available for measuring the fair value of these securities.

The fair value of auction rate securities is estimated using an income approach with inputs for the underlying structure and
credit quality of each security; the present value of future interest payments, estimated based on forward rates of the SIFMA

Index, and principal payments discounted using interest rates for bonds with a credit rating and remaining term to maturity
similar to the stated maturity of the auction rate securities; and the impact of auction failures or redemption at par.

Nonrecurring Fair Value Measurements

The following nonrecurring fair value measurements occurred during the reporting periods, resulting in asset impairments.

Carrying Fair Value Measurements Using
Amount (a) Level 2 Level 3 Loss (b)
Sulfur dioxide emission allowances (c):
March 31, 2011 $ 1 $ 1
March 31, 2010 13 $ 10 3
RECs (¢):
March 31, 2011 3 3

(a) Represents carrying value before fair value measurement.

(b) Losses on sulfur dioxide emission allowances and RECs were recorded in the Supply segment and included in "Other operation and maintenance” on
the Statements of Income.

(¢) Current and long-term sulfur dioxide emission allowances and RECs are included in "Other intangibles" in their respective areas on the Balance Sheets.

Sulfur Dioxide Emission Allowances

Due to declines in market prices at both March 31, 2011 and 2010, PPL Energy Supply assessed the recoverability of sulfur
dioxide emission allowances not expected to be consumed. When available, observable market prices were used to value the
sulfur dioxide emission aliowances. When observable market prices were not available, fair value was modeled using prices
from observable transactions and appropriate discount rates. The modeled values were significant to the overall fair value
measurement, resulting in the Level 3 classification.

RECs

Due to a decline in forecasted full-requirement obligations in certain markets as well as a decline in market prices at
March 31, 2011, PPL Energy Supply assessed the recoverability of certain RECs not expected to be used. Observable market
prices (Level 2) were used to value the RECs.

Financial Instruments Not Recorded at Fair Value
(PPL, PPL Energy Supply and PPL Electric)
NPNS

PPL and PPL Energy Supply enter into full-requirement sales contracts, power purchase agreements and certain retail energy
and physical capacity contracts that qualify for NPNS. PPL Electric also enters into full-requirement purchase contracts and
block purchase contracts that qualify for NPNS. See "Energy Purchase Commitments” in Note 10 for information about PPL
Electric's competitive solicitations. All of these contracts are accounted for using accrual accounting; therefore, there were
no amounts recorded on the Balance Sheets at March 31, 2011 and December 31, 2010. The estimated fair value of these
contracts, calculated using similar inputs and valuation techniques as those described above within "Price Risk Management
Assets/Liabilities - Energy Commodities," was:

Net Asset (Liability)
March 31, 2011 December 31, 2010
PPL $ 205 % 229
PPL Energy Supply 210 240
PPL Electric “4) (8)
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Other

The carrying amounts of contract adjustment payments related to the 2010 Purchase Contract component of the 2010 Equity
Units and long-term debt on the Balance Sheets and their estimated fair value are set forth below. The fair value of these
instruments was estimated using an income approach by discounting future cash flows at estimated current cost of funding
rates. The effect of third-party credit enhancements is not included in the fair value measurement.

March 31, 2011 December 31,2010
Carrying Carrying
Amount Fair Value Amount Fair Value
PPL
Contract adjustment payments (a) $ 133§ 135  § 146  $ 148
Long-term debt 12,749 13,039 12,663 12,868
PPL Energy Supply
Long-term debt 3,276 3,583 5,589 5919
PPL Electric
Long-term debt 1,472 1,594 1,472 1,578

(a) Reflected in current and long-term other liabilities on the balance sheets

The carrying value of short-term debt, when outstanding, represents or approximates fair value due to the liquid nature of the
instruments or variable interest rates associated with the financial instruments.

Credit Concentration Associated with Financial Instruments
(PPL, PPL Energy Supply and PPL Electric)

PPL. and its subsidiaries enter into contracts with many entities for the purchase and sale of energy. Many of these contracts
are considered a normal part of doing business and, as such, the fair value of these contracts is not reflected in the financial
statements. However, the fair value of these contracts is considered when committing to new business from a credit
perspective. See Note 14 for information on credit policies used by PPL. and its subsidiaries to manage credit risk, including
master netting arrangements and collateral requirements.

(PPL)

At March 31, 2011, PPL had credit exposure of $2.5 billion from energy trading partners, excluding the effects of netting
arrangements and collateral. As a result of netting arrangements and collateral, PPL's credit exposure was reduced to $730
million. One of the counterparties accounted for 13% of this exposure, and the next highest counterparty accounted for 11%
of the exposure. Ten counterparties accounted for $454 million, or 62%, of the net exposure. All of these counterparties had
an investment grade credit rating from S&P or Moody's and are current on their obligations.

(PPL Energy Supply)

At March 31, 2011, PPL Energy Supply had credit exposure of $2.5 billion from energy trading partners, excluding exposure
from related parties and the effects of netting arrangements and collateral. As a result of netting arrangements and collateral,
this credit exposure was reduced to $727 million. One of the counterparties accounted for 13% of this exposure, and the next
highest counterparty accounted for 11% of the exposure. Ten counterparties accounted for $454 million, or 62%, of the net
exposure. All of these counterparties had an investment grade credit rating from S&P or Moody's and are current on their
obligations.

At March 31, 2011, PPL Energy Supply's credit exposure under certain energy supply contracts to PPL Electric was $14
million. Netting arrangements had an insignificant effect on this credit exposure.

(PPL Electric)

At March 31, 2011, PPL Electric had no credit exposure under energy supply contracts (including its supply contracts with its
affiliate PPL. EnergyPlus).



14. Derivative Instruments and Hedging Activities
(PPL, PPL Energy Supply and PPL Electric)
Risk Management Objectives

As described in Notes 1 and 8, in January 2011, PPL Energy Supply distributed its membership interest in PPL Global to
PPL Energy Supply's parent, PPL Energy Funding. Therefore, effective January 2011, PPL Energy Supply is no longer
subject to interest rate and foreign currency exchange risk associated with investments in UK. affiliates.

PPL has a risk management policy approved by the Board of Directors to manage market risk and counterparty credit risk.
The RMC, comprised of senior management and chaired by the Chief Risk Officer, oversees the risk management function.
Key risk control activities designed to ensure compliance with the risk policy and detailed programs include, but are not
limited to, credit review and approval, validation of transactions and market prices, verification of risk and transaction limits,
VaR analyses, portfolio stress tests, gross margin at risk analyses, sensitivity analyses, and daily portfolio reporting,
including open positions, determinations of fair value, and other risk management metrics. PPL completed its acquisition of
LKE in November 2010. PPL continues to evaluate changes to its processes, including risk management, as part of its
ongoing integration activities. LKE continues to operate under its existing policies, which have been reviewed by PPL and
have been deemed adequate to minimize risk until this evaluation and integration process is complete.

Market risk is the potential loss PPL and its subsidiaries may incur as a result of price changes associated with a particular
financial or commodity instrument.

PPL and PPL Energy Supply are exposed to market risk from:

o commodity price, basis and volumetric risks for energy and energy-related products associated with the sale of electricity
from its generating assets and other electricity marketing activities (including full-requirement sales contracts) and the
purchase of fuel and fuel-related commodities for generating assets, as well as for proprietary trading activities;

o interest rate and price risk associated with debt used to finance operations, as well as debt and equity securities in NDT
funds and defined benefit plans; and

o foreign currency exchange rate risk associated with purchases of equipment in currencies other than U.S. dollars.

Additionally, PPL is exposed to market risk from foreign currency exchange risk, associated with its investments in U.K.
affiliates.

PPL and PPL Energy Supply utilize forward contracts, futures contracts, options, swaps and structured deals such as tolling
agreements as part of the risk management strategy to minimize unanticipated fluctuations in earnings caused by changes in
commodity prices, volumes of full-requirement sales contracts, basis prices, interest rates and foreign currency exchange
rates. All derivatives are recognized on the balance sheet at their fair value, unless they qualify for NPNS.

PPL and PPL Electric are exposed to market price and volumetric risks from PPL Electric's obligation as PLR. The PUC has
approved a cost recovery mechanism that allows PPL Electric to pass through to customers the cost associated with fulfilling
its PLR obligation. This cost recovery mechanism substantially eliminates PPL Electric's exposure to market price risk. PPL
Electric also mitigates its exposure to volumetric risk by entering into full-requirement supply agreements for its customers.
These supply agreements transfer the volumetric risk associated with the PLR obligation to the energy suppliers.

The regulatory environment to which PPL's other regulated entities, LKE and WPD, are subject, by definition, significantly
mitigates those risks, because, similar to PPL Electric, LKE's rates are set to permit the recovery of prudently incurred costs

and WPD does not have supply risks as it is only in the distribution business.

Credit risk is the potential loss PPL and its subsidiaries may incur due to a counterparty's non-performance, including
defaults on payments and energy commodity deliveries.

PPL is exposed to credit risk from interest rate and foreign currency derivatives with financial institutions.

PPL and PPL Energy Supply are exposed to credit risk from commodity derivatives with their energy trading partners, which
include other energy companies, fuel suppliers and financial institutions.

PPL and PPL Electric are exposed to credit risk from PPL Electric's supply agreements for its PLR obligation.
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The majority of PPL's, PPL Energy Supply's and PPL Electric's credit risk stems from PPL subsidiaries' commodity
derivatives for multi-year contracts for energy sales and purchases. If PPL Energy Supply's counterparties fail to perform
their obligations under such contracts and PPL Energy Supply could not replace the sales or purchases at the same prices as
those under the defaulted contracts, PPL Energy Supply would incur financial losses. Those losses would be recognized
immediately or through lower revenues or higher costs in future years, depending on the accounting treatment for the
defaulted contracts. In the event an LG&E, KU or PPL. Electric supplier defaults on its obligation, those entities would be
required to seek replacement power or replacement fuel in the market. In general, incremental costs incurred by these entities
would be recoverable from customers in future rates.

PPL and its subsidiaries have credit policies to manage their credit risk, including the use of an established credit approval
process, daily monitoring of counterparty positions, and the use of master netting agreements. These agreements generally
include credit mitigation provisions, such as margin, prepayment or collateral requirements. PPL and its subsidiaries may
request the additional credit assurance, in certain circumstances, in the event that the counterparties’ credit ratings fall below
investment grade or their exposures exceed an established credit limit. See Note 13 for credit concentration associated with
financial instruments.

Master Netting Arrangements

PPL. and its subsidiaries have elected not to offset net derivative positions in the Financial Statements. Accordingly, PPL. and
its subsidiaries do not offset such derivative positions against the right to reclaim cash collateral (a receivable) or the
obligation to return cost collateral (a payable) under master netting arrangements.

PPL's and PPL Energy Supply's obligation to return counterparty cash collateral under master netting arrangements was $142
million and $338 million at March 31, 2011 and December 31, 2010.

PPL Electric had no obligation to return cash collateral under master netting arrangements at March 31, 2011 and
December 31, 2010.

PPL, PPL Energy Supply and PPL Electric had not posted any cash collateral under master netting arrangements at
March 31, 2011 and December 31, 2010.

(PPL and PPL Energy Supply)
Commodity Price Risk (Non-trading)

Commodity price and basis risks are among PPL's and PPL. Energy Supply's most significant risks due to the level of
investment that PPL and PPL, Energy Supply maintain in their competitive generation assets, as well as the extent of their
marketing and proprietary trading activities. Several factors influence price levels and volatilities. These factors include, but
are not limited to, seasonal changes in demand, weather conditions, available generating assets within regions,
transportation/transmission availability and reliability within and between regions, market liquidity, and the nature and extent
of current and potential federal and state regulations.

PPL and PPL Energy Supply enter into financial and physical derivative contracts, including forwards, futures, swaps and
options, to hedge the price risk associated with electricity, gas, oil and other commodities. Certain contracts qualify for
NPNS or are non-derivatives and are therefore not reflected in the financial statements until delivery. See Note 13 for
additional information on NPNS. PPL and PPL. Energy Supply segregate their remaining non-trading activities into two
categories: cash flow hedge activity and economic activity.

Cash Flow Hedges

Many derivative contracts have qualified for hedge accounting so that the effective portion of a derivative's gain or loss is
deferred in AQCI and reclassified into earnings when the forecasted transaction occurs. The cash flow hedges that existed at
March 31, 2011 range in maturity through 2015. At March 31, 2011, the accumulated net unrealized after-tax gains that are
expected to be reclassified into earnings during the next 12 months were $317 million for PPL and PPL Energy Supply. Cash
flow hedges are discontinued if it is no longer probable that the original forecasted transaction will occur by the end of the
originally specified time periods and any amounts previously recorded in AQCI are reclassified into earnings. For the three
months ended March 31, 2011 and March 31, 2010, such reclassifications were insignificant.
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For the three months ended March 31, 2011 and March 31, 2010, hedge ineffectiveness associated with energy derivatives
was, after-tax, a loss of $(4) million and a gain of $6 million.

In addition, when cash flow hedge positions fail hedge effectiveness testing, hedge accounting is not permitted in the quarter
in which this occurs and, accordingly, the entire change in fair value for the periods that failed is recorded to the income
statement. Certain power and gas cash flow hedge positions failed effectiveness testing during 2008 and early 2009 which
resulted in significant gains to the Statement of Income. However, these positions were not dedesignated as hedges, as
prospective regression analysis demonstrated that these hedges were expected to be highly effective over their term. During
the three months ended March 31, 2010, after-tax losses of $(82) million were recognized in earnings as a result of the
reversals. Effective April 1, 2010, clarifying accounting guidance was issued that precludes the reversal of previously
recognized gains/losses resulting from hedge failures. By March 31, 2010, all previously recorded hedge ineffectiveness
gains resulting from hedge failures had reversed.

Economic Activity

Certain derivative contracts economically hedge the price and volumetric risk associated with electricity, gas, oil and other
commodities but do not receive hedge accounting treatment. These derivatives hedge a portion of the economic value of
PPL's and PPL Energy Supply's competitive generation assets and unregulated full-requirement and retail contracts, which
are subject to changes in fair value due to market price volatility and volume expectations. Additionally, economic activity
includes the ineffective portion of qualifying cash flow hedges (see "Cash Flow Hedges" above). The derivative contracts in
this category that existed at March 31, 2011 range in maturity through 2017.

Examples of economic activity include certain purchase contracts used to supply full-requirement sales contracts; FTRs or
basis swaps used to hedge basis risk associated with the sale of competitive generation or supplying unregulated full-
requirement sales contracts; spark spreads (sale of electricity with the simultaneous purchase of fuel); retail gas activities; and
fuel oil swaps used to hedge price escalation clauses in coal transportation and other fuel-related contracts. PPL Energy
Supply also uses options, which include the sale of call options and the purchase of put options tied to a particular generating
unit. Since the physical generating capacity is owned, the price exposure is limited to the cost of the particular generating
unit and does not expose PPL Energy Supply to uncovered market price risk. PPL Energy Supply also purchases call options
or sells put options to create a net purchase position to cover an overall short position in the non-trading portfolio.

The net fair value of economic positions at March 31, 2011 and December 31, 2010 was a net liability of $277 million and

$400 million for PPL and a net liability of $276 million and $389 million for PPL Energy Supply. The unrealized gains
(losses) for economic activity are as follows.

Three Months Ended March 31,

2011 2010
PPL Energy Supply
Operating Revenues
Unregulated retail electric and gas $ 4 3 10
Wholesale energy marketing 57 424
Operating Expenses
Fuel 23 5
Energy purchases 18 (563)

The net gains (losses) recorded in "Wholesale energy marketing" resulted primarily from certain full-requirement sales
contracts for which PPL Energy Supply did not elect NPNS, from hedge ineffectiveness, including hedges that failed
effectiveness testing, as discussed in "Cash Flow Hedges" above, and from the monetization of certain full-requirement sales
contracts in mid-2010. The net gains (losses) recorded in "Energy purchases” resulted primarily from certain purchase
contracts to supply the full-requirement sales contracts noted above for which PPL Energy Supply did not elect hedge
treatment, from hedge ineffectiveness, including hedges that failed effectiveness testing, and from purchase contracts that no
longer hedge the full-requirement sales contracts that were monetized in mid-2010.

Commadity Price Risk (Trading)
PPL Energy Supply also executes energy contracts to take advantage of market opportunities. As a result, PPL Energy
Supply may at times create a net open position in its portfolio that could result in significant losses if prices do not move in

the manner or direction anticipated. PPL Energy Supply's trading activity is shown in "Net energy trading margins" on the
Statements of Income.
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Commodity Volumetric Activity

PPL Energy Supply currently employs four primary strategies to maximize the value of its wholesale energy portfolio. As
further discussed below, these strategies include the sales of baseload generation, optimization of intermediate and peaking
generation, markeling activities, and proprictary trading activities. The tables within this section present the volumes of PPL
Energy Supply's derivative activity, excluding those that qualify for NPNS, unless otherwise noted.

Sales of Baseload Generation

PPL, Energy Supply has a formal hedging program for its competitive baseload generation fleet, which includes 7,267 MW of
nuclear, coal and hydroelectric generating capacity. The objective of this program is to provide a reasonable level of near-
term cash flow and earnings certainty while preserving upside potential of power price increases over the medium term. PPL
Energy Supply sells its expected generation output on a forward basis using both derivative and non-derivative instruments.
Both are included in the following tables.

The following table presents the expected sales, in GWh, of baseload generation based on current forecasted assumptions for
2011-2013. These expected sales could be impacted by several factors, including plant availability.

2011 (a) 2012 2013

38,385 54,675 54,364
(a) Represents expected sales for the balance of the current year.

The following table presents the percentage of expected baseload generation sales shown above that has been sold forward
under fixed price contracts and the related percentage of fuel that has been purchased or committed at March 31, 2011.

Derivative Total Power Fuel Purchases (d)
Year Sales (a) (b) Sales (¢) Coal Nuclear
2011 (e) 90% 98% 99% 100%
2012 T7% 86% 96% 100%
2013 16% 24% 87% 100%

(a) Excludes non-derivative contracts and contracts that qualify for NPNS. Volumes for option contracts factor in the probability of an option being
exercised and may be less than the notional amount of the option.

(b) Volumes for derivative sales contracts that deliver between 2014 and 2015 total 1,500 GWh.

(c) Amount represents derivative and non-derivative contracts. Volumes for option contracts factor in the probability of an option being exercised and
may be less than the notional amount of the option. Percentages are based on fixed-price contracts only.

(d) Coal and nuclear contracts receive accrual accounting treatment, as they are not derivative contracts. Percentages are based on both fixed- and
variable-priced contracts.

(e) Represents the balance of the current year.

In addition to the fuel purchases above, PPL Energy Supply attempts to economically hedge the fuel price risk that is within
its fuel-related and coal transportation contracts, which are tied to changes in crude oil or diesel prices. The following table
presents the volumes (in thousands of barrels) of derivative contracts used in support of this strategy at March 31, 2011.

2011 (a) 2012 2013

[
N
o

Oil Swaps 756 300
(a) Represents the balance of the current year.

Optimization of Intermediate and Peaking Generation

In addition to its competitive baseload generation activities, PPL. Energy Supply attempts to optimize the overall value of its
competitive intermediate and peaking fleet, which includes 3,501 MW of gas and oil-fired generation. The following table
presents the volumes of derivative contracts used in support of this strategy at March 31, 2011.

Units 2011 (a) 2012 2013
Net Power Sales (b) GWh (1,833) (1,632) (816)
Net Fuel Purchases (b) Bef 14.9 11.0 55
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(a) Represents the balance of the current year
(b)  Included in these volumes are non-options and exercised option contracts that converted to non-option derivative contracts. Volumes associated with
option contracts are not significant.

Marketing Activities

PPL Energy Supply's marketing portfolio is comprised of full-requirement sales contracts and their related supply contracts,
retail gas and electricity sales contracts and other marketing activities. The full-requirement sales contracts and their related
supply contracts make up a significant component of the marketing portfolio. The obligations under the full-requirement
sales contracts include supplying a bundled product of energy, capacity, RECs, and other ancillary products. The full-
requirement sales contracts PPL Energy Supply is awarded do not provide for specific levels of load, and actual load could
vary significantly from forecasted amounts. PPL Energy Supply uses a variety of strategies to hedge its full-requirement
sales contracts, including purchasing energy at a liquid trading hub or directly at the load delivery zone, purchasing capacity
and RECs in the market and supplying the energy, capacity and RECs with its generation. RECs are not derivatives and are
excluded from the table below. The following table presents the volume of (sales)/purchase contracts, excluding FTRs, basis
and capacity contracts, used in support of these activities at March 31, 2011.

Units 2011 (a) 2012 2013

Energy sales contracts (b) (c) GWh (10,014) (7,832) (3,118)
Related energy supply contracts (b) (c)

Energy purchases GWh 6,993 4,305 230

Volumetric hedges (d) GWh 468 165

Generation supply GWh 2,389 3,585 2,848
Retail gas sales contracts (c) Bcef 4.2) (5.8) 0.2)
Retail gas purchase contracts (c) Bef 42 58 0.2

(a) Represents the balance of the current year.

(b) Includes NPNS and contracts that are not derivatives, which are the majority of PPL Energy Supply's full-requirement sales contracts which receive
accrual accounting. Also included in these volumes are the sales from PPL EnergyPlus to PPL Electric to supply PPL Electric's PLR load obligation.

(c) Net volumes for derivative contracts, excluding contracts that qualify for NPNS that deliver between 2014 and 2015 are not significant.

(d) PPL Energy Supply uses power and gas options, swaps and futures to hedge the volumetric risk associated with full-requirement sales contracts since
the demand for power varies hourly. Volumes for option contracts factor in the probability of an option being exercised and may be less than the
notional amount of the option.

FTHs and Other Basis Positions

PPL Energy Supply buys and sells FTRs and other basis positions to mitigate the basis risk between delivery points related to
the sales of its generation, the supply of its full-requirement sales contracts and retail contracts, as well as for proprietary
trading purposes. The volume of derivative FTR and basis (sales)/purchase contracts at March 31, 2011 were:

Units 2011 (a) 2012 2013
FTRs GWh 9,882 47
Power Basis Positions GWh (11,564) (3,247) (216)
Gas Basis Positions (b) Bef 157 6.4 (0.9)

(a) Represents the balance of the current year.
(b) Net volumes that deliver in 2014 and 2015 are (1.8) Bcf.

Capacity Positions

PPL Energy Supply buys and sells capacity related to the sales of its generation and the supply of its full-requirement sales
contracts, as well as for proprietary trading purposes. The following table presents the volumes of derivative capacity
(sales)/purchase contracts at March 31, 2011.

Units 2011 (a) 2012 2013
Capacity (b) MW-months (5,286) (643) (1,005)

(a) Represents the balance of the current year.
(b) Net volumes that deliver between 2014 and 2016 are 647 MW-months.
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Proprietary Trading Activity

At March 31, 2011, PPL Energy Supply's proprietary trading positions, excluding FTR, basis and capacity contract activity
that has already been included in the tables above, were not significant.

Sales of Excess Regulated Generation (PPL)

PPL manages the price risk of its expected excess regulated generation capacity using market-traded forward contracts. At
March 31, 2011, PPL's net volume of electricity based financial derivatives outstanding to hedge excess regulated generation
was 1,254 GWh for LKE.

Interest Rate Risk

Cash Flow Hedges (PPL and PPL Energy Supply)

Interest rate risks include exposure to adverse interest rate movements for outstanding variable rate debt and for future
anticipated financings. PPL and PPL Energy Supply may enter into financial interest rate swap contracts to hedge floating
interest rate risk associated with both existing and anticipated debt issuances. For PPL, these interest rate swap contracts
mature in 2021 and had a notional value of $250 million at March 31, 2011. PPL Energy Supply had no such interest rate
swap contracts outstanding at March 31, 2011.

PPL WW Holdings holds a notional position in cross-currency interest rate swaps totaling $302 million that mature through
December 2028 to hedge the interest payments and principal of its U.S. dollar-denominated senior notes. In 2010, these swaps
were part of PPL, Energy Supply's business. As a result of the distribution of PPL Energy Supply's membership interest in PPL
Global to PPL. Energy Funding, effective January 2011, these swaps are no longer part of PPL Energy Supply's business.

At March 31, 2011, the accumulated net unrealized after-tax losses on qualifying derivatives that are expected to be
reclassified into earnings during the next 12 months were $(5) million for PPL. Amounts are reclassified as the hedged
interest payments are made.

For the three months ended March 31, 2011 and 2010, hedge ineffectiveness associated with these interest rate derivatives
was insignificant. Cash flow hedges are discontinued if it is no longer probable that the original forecasted transaction will
occur by the end of the originally specified time periods and any amounts previously recorded in AOCI are reclassified to
earnings. PPL reclassified an insignificant amount for the three months ended March 31, 2011 and had no such
reclassifications for the three months ended March 31, 2010. PPL Energy Supply had no such reclassifications for the three
months ended March 31, 2011 and 2010.

Economic Activity (PPL)

LG&E entered into interest rate swap contracts that economically hedge interest payments on variable rate debt. Realized
gains and losses from the swaps are recoverable through regulated rates. Therefore, the change in fair value of these
derivatives is included in regulatory assets and liabilities. Realized gains and losses are recognized in "Interest Expense” on
the Statement of Income when the hedged transaction occurs. At March 31, 2011, LG&E held contracts with a notional
amount of $179 million that range in maturity through 2033. The fair value of these contracts was a liability of $32 million
and $34 million at March 31, 2011 and December 31, 2010.

Fair Value Hedges (PPL and PPL Energy Supply)

PPL. and PPL. Energy Supply are exposed to changes in the fair value of their debt portfolios. To manage this risk, PPL and
PPL Energy Supply may enter into financial contracts to hedge fluctuations in the fair value of existing debt issuances due to
changes in benchmark interest rates. At March 31, 2011, PPL held contracts that range in maturity through 2047 and had a
notional value of $349 million. PPL. Energy Supply did not hold any such contracts at March 31, 2011. PPL and PPL
Energy Supply did not recognize any gains or losses resulting from the ineffective portion of fair value hedges or from a
portion of the hedging instrument being excluded from the assessment of hedge effectiveness for the three months ended
March 31, 2011 and 2010. Additionally, PPL and PPL Energy Supply did not recognize any gains or losses resulting from
hedges of debt that no longer qualified as fair value hedges for the three months ended March 31, 2011 and 2010.
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Foreign Currency Risk

Cash Flow Hedges (PPL)

At March 31, 2011, there were no existing foreign currency cash flow hedges associated with foreign currency-denominated
debt or firm commitments (including those for the purchase of equipment) denominated in foreign currencies. Amounts
previously settled and recorded in AOCI are reclassified as the hedged interest payments are made and as the related equipment
is depreciated. Insignificant gains are expected to be reclassified into earnings during the next 12 months.

During the three months ended March 31, 2011 and 2010, no cash flow hedges were discontinued because it was no longer
probable that the original forecasted transaction would occur by the end of the originally specified time periods.

Fair Value Hedges (PPL)

PPL enters into foreign currency forward contracts to hedge the exchange rates associated with firm commitments
denominated in foreign currencies; however, at March 31, 2011, there were no existing contracts of this nature and no gains
or losses were recorded during the three months ended March 31, 2011 and 2010.

Net Investrent Hedaes (PPL and PPL Energy Supply)

PPL enters into foreign currency contracts on behalf of a subsidiary to protect the value of a portion of its net investment in
WPD. In 2010, these contracts were included in PPL Energy Supply's business. As a result of the distribution of PPL
Energy Supply's membership interest in PPL Global to PPL Energy Funding, effective January 2011, these contracts are no
longer included in PPL Energy Supply's business.

The contract outstanding at March 31, 2011 had a notional amount of £10 million (approximately $17 million based on
contracted rates) and settles in March 2012. For the three months ended March 31, 2011, PPL recognized an insignificant
amount of net investment hedge gains and losses in the foreign currency translation adjustment component of AOCI. For the
three months ended March 31, 2010, PPL and PPL Energy Supply recognized an insignificant amount of net investment
hedge gains and losses in the foreign currency translation adjustment component of AOCI. At March 31, 2011, PPL included
$14 million of accumulated net investment hedge gains, after tax, in the foreign currency translation adjustment component
of AOCI, compared to $15 million of gains, after-tax, recorded by PPL and PPL Energy Supply at December 31, 2010.

Economic Activity

(PPL and PPL Energy Supply)

PPL enters into foreign currency contracts on behalf of a subsidiary to economically hedge anticipated earnings denominated
in GBP. In 2010, these contracts were included in PPL Energy Supply's business. As a result of the distribution of PPL
Energy Supply's membership interest in PPL Global to PPL Energy Funding, effective January 2011, these contracts are no
longer included in PPL Energy Supply's business. At March 31, 2011, the total exposure hedged by PPL was £132 million
and the net fair value of these positions was insignificant. These contracts had termination dates ranging from April 2011 to
December 2011. Gains and losses, both realized and unrealized, on these contracts are included in "Other Income (Expense)
—net" on the Statements of Income and were insignificant for the three months ended March 31,2011 and 2010.

(PPL)

In anticipation of the repayment of a portion of the borrowings under the Bridge Facility with U.S. dollar proceeds received
from PPL's issuance of common stock and 2011 Equity Units and PPL. WEM's issuance of senior notes, as discussed in

Note 7, in 2011, PPL entered into forward contracts to purchase GBP in order to economically hedge the foreign currency
exchange rate risk related to the repayment. The total notional amount of the contracts outstanding at March 31, 2011 was
£2.1 billion (approximately $3.3 billion based on contracted rates). These trades, as well as additional similar trades executed
in April 2011, were settled in April 2011. Gains and losses, both realized and unrealized, on these contracts are included in
"Other Income (Expense) - net” on the Statement of Income. PPL recorded $(7) million of pre-tax, net losses for the three
months ended March 31, 2011.
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Accounting and Reporting
(PPL, PPL Energy Supply and PPL Electric)

All derivative instruments are recorded at fair value on the balance sheet as an asset or liability unless they qualify for NPNS.
See Note 13 for additional information. Changes in the derivatives' fair value are recognized currently in earnings unless
specific hedge accounting criteria are met, except for the change in fair value of LG&E's interest rale swaps which is
recognized as a regulatory assel. See Note 6 for amounts recorded in regulatory assets at March 31, 2011 and December 31,
2010.

See Note 1 and 19 in each Registrant's 2010 Form 10-K for additional information on accounting policies related to
derivative instruments.

(PPL)

The following tables present the fair value and location of derivative instruments recorded on the Balance Sheets.

March 31, 2011 December 31, 2010
Derivatives designated as  Derivatives not designated Derivatives designated as Derivatives not designated
hedging instruments as hedging instruments (a) hedging instruments as hedging instruments (a)

Assets Liabilities Assets Liabilities Assets Liabilities Assets Liabilities
Current:
Price Risk Management
Assets/Liabilities (b):
Interest rate swaps $ 8 $ 7 $ 35 11 % 19 $ 2
Cross-currency swaps 1 7 9
Foreign currency
exchange contracts ¥ 6 11 7 $ 4
Commodity contracts 831 6 939 983 878 19 1,011 1.095
Total current 840 13 945 997 903 47 1,015 1,097
Noncurrent:
Price Risk Management
Assets/Liabilities (b):
Interest rate swaps 2 30 4 32
Cross-currency swaps 8 37
Commodity contracts 160 4 430 363 169 7 445 431
Total noncurrent 170 4 430 393 210 7 445 463
Total derivatives $ 1,010 § 17 3 1.375 § 1,390 $ 1,113 § 54§ 1,460 § 1,560

(a) $293 million and $326 million of net gains associated with derivatives that were no longer designated as hedging instruments are recorded in AOCI at
March 31, 2011 and December 31, 2010.
(b) Represents the location on the Balance Sheet.

The after-tax balances of accumulated net gains (losses) (excluding net investment hedges) in AOCI were $663 million and
$6935 million at March 31, 2011 and December 31, 2010. The after-tax balances of accumulated net gains (losses) (excluding
net investment hedges) in AOCI were $919 million and $602 million at March 31, 2010 and December 31, 2009.

The following tables present the pre-tax effect of derivative instruments recognized in income, QCI or regulatory assets for
the three months ended March 31.

Derivatives in Hedged Items in Location of Gain Gain (Loss) Recognized Gain (Loss) Recognized
Fair Value Hedging Fair Value Hedging (Loss) Recognized in Income on Derivative in Income on Related Item
Relationships Relationships in Income 2011 2010 2011 2010
Interest rate swaps Fixed rate debt Interest expense 3 1 3 18 & 10§ )
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2011 2010
Gain (Loss) Gain (Loss)
Recognized Recognized
in Income in Income
on Derivative Gain (Loss) on Derivative
Gain (Loss) (Ineffective Reclassified (Ineffective
Reclassified Portion and from AOCI Portion and
Derivative Gain Location of from AOCI Amount into Amount
(Loss) Recognized in Gain (Loss) into Income Excluded from Income Excluded from
Derivative OCI (Effective Portion) Recognized (Effective Effectiveness (Effective Effectiveness
Relationships 2011 2010 in Income Portion) Testing) Portion) Testing)
Cash Flow Hedges:
Interest rate swaps $ 10 % (8) Interest expense 3% hHs 1) $ 3)
Cross-currency swaps (25) 22 Interest expense 3
Other income
(expense) - net (13) 2
Commodity contracts 84 625 Wholesale energy
marketing 203 9) 178 (113)
Fuel 1
Depreciation 1
Energy purchases (70) 1 (104) (18)
Total 3 69 $ 639 120 $ 9 $ 97 % (134)
Net Investment Hedges:
Foreign exchange contracts $ (IS 4

Location of Gain (Loss) Recognized in

Derivatives Not Designated as

Hedging Instruments: Income on Derivatives 2011 2010
Foreign exchange contracts Other income (expense) - net $ © $ 2
Interest rate swaps Interest expense (2)
Commodity contracts Unregulated retail electric and gas 1 11
Wholesale energy marketing 45 758
Net energy trading margins (a) 7 9
Fuel 23 1
Energy purchases (55) (739)
Total $ 10 § 42
Derivatives Not Designated as Location of Gain (Loss) Recognized as
Hedging Instruments: Regulatory Liabilities/Assets 2011 2010
Interest rate swaps Regulatory assets $ 2

(a)
(PPL Energy Supply)

Differs from the Statement of Income due to intra-month transactions that PPL defines as spot activity, which is not accounted for as a derivative.

See Note 8 for information on PPL Energy Supply's January 2011 distribution of its membership interest in PPL Global to its
parent, PPL Energy Funding. The following tables present the fair value and location of derivative instruments recorded on

the Balance Sheets.

March 31, 2011

December 31, 2010

Derivatives designated as
hedging instruments

hedging instruments

Derivatives not designated Derivatives designated as Derivatives not designated

as hedging instruments (a) hedging instruments (a)

Assets Liabilities Assets Liabilities Assets Liabilities Assets Liabilities
Current:
Price Risk Management
Assets/Liabilities (b):
Cross-currency swaps $ 78 9
Foreign currency
exchange contracts 7 $ 4
Commodity contracts $ 831 % 6 3 938 981 878 19 1,011 $ 1,084
Total current 831 6 938 981 892 28 1,015 1,084
Noncurrent:
Price Risk Management
Assets/Liabilities (b):
Cross-currency swaps 37
Commodity contracts 160 4 430 363 169 7 445 431
Total noncurrent 160 4 430 363 206 7 445 431
Total derivatives 3 991 $ 10 $ 1,368 1,344 % 1,098 $ 35 $ 1,460 $ 1,515
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(a)  $293 million and $326 million of net gains associated with derivatives that were no longer designated as hedging instruments are recorded in AOCI at
March 31, 2011 and December 31, 2010.
(b) Represents the location on the balance sheet.

The after-tax balances of accumulated net gains (losses) (excluding net investment hedges) in AOCI were $662 million and
$733 million at March 31, 2011 and December 31, 2010. At March 31, 2011, AOCI reflects the effect of PPL Energy
Supply's January 2011 distribution of its membership interest in PPL, Global to its parent, PPL. Energy Funding. See Note 8
for additional information. The after-tax balances of accumulated net gains (losses) (excluding net investment hedges) in
AQCI were $895 million and $573 million at March 31, 2010 and December 31, 2009.

The following tables present the pre-tax effect of derivative instruments recognized in income or OCI for the three months
ended March 31.

2011 2010
Gain (Loss) Gain (Loss)
Recognized Recognized
in Income in Income
on Derivative on Derivative
Gain (Loss) (Ineffective Gain (Loss) (Ineffective
Reclassified Portion and Reclassified Portion and
Derivative Gain Location of from AOCI Amount from AOCI Amount
(Loss) Recognized in Gains (Losses) into Income Excluded from into Income Excluded from
Derivative OCI (Effective Portion) Recognized (Effective Effectiveness (Effective Effectiveness
Relationships 2011 2010 in Income Portion) Testing) Portion) Testing)
Cash Flow Hedges:
Interest rate swaps Discontinued
operations $ 3)
Cross-currency swaps $ 22 Discontinued
operations $ 22
Commodity contracts $ 84 625 Wholesale energy
marketing $ 203 $ (C)] 178 (113)
Fuel 1
Depreciation 1
Energy purchases (70) 1 (104) (18)
Total $ 84 3% 647 $ 133 § 8 S 98 § (134)
Net Investment Hedges:
Foreign exchange contracts $ 4
Derivatives Not Designated as Location of Gain (Loss) Recognized in
Hedging Instruments: Income on Derivatives 2011 2010
Foreign exchange contracts Discontinued operations $ 2
Commodity contracts Unregulated retail electric and gas 3 1 11
Wholesale energy marketing 45 758
Net energy trading margins (a) 7 9
Fuel 23 1
Energy purchases (55) (739)
Total $ 21§ 42

(a) Differs from the Statement of Income due to intra-month transactions that PPL Energy Supply defines as spot activity, which is not accounted for as a
derivative.

Credit Risk-Related Contingent Features (PPL and PPL Energy Supply)

Certain of PPL's and PPL Energy Supply's derivative contracts contain credit contingent provisions which would permit the
counterparties with which PPL. or PPL. Energy Supply is in a net liability position to require the transfer of additional
collateral upon a decrease in the credit ratings of PPL, PPL Energy Supply or certain of their subsidiaries. Most of these
provisions would require PPL or PPL Energy Supply to transfer additional collateral or permit the counterparty to terminate
the contract if the applicable credit rating were to fall below investment grade. Some of these provisions also would allow
the counterparty to require additional collateral upon each decrease in the credit rating at levels that remain above investment
grade. In either case, if the applicable credit rating were to fall below investment grade (i.e., below BBB- for S&P or Fitch,
or Baa3 for Moody's), and assuming no assignment to an investment grade affiliate were allowed, most of these credit
contingent provisions require either immediate payment of the net liability as a termination payment or immediate and
ongoing full collateralization by PPL. or PPL Energy Supply on derivative instruments in net liability positions.
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Additionally, certain of PPL's and PPL Energy Supply's derivative contracts contain credit contingent provisions that require
PPL or PPL Energy Supply to provide "adequate assurance” of performance if the other party has reasonable grounds for
insecurity regarding PPL's or PPL Energy Supply's performance of its obligation under the contract. A counterparty
demanding adequate assurance could require a transfer of additional collateral or other security, including letters of credit,
cash and guarantees from a creditworthy entity. This would typically involve negotiations among the parties. However,
amounts disclosed below represent assumed immediate payment or immediate and ongoing full collateralization for
derivative instruments in net liability positions with "adequate assurance" provisions.

To determine net liability positions, PPL and PPL Energy Supply use the fair value of each contract. The aggregate fair
value of all derivative instruments with the credit contingent provisions described above that were in a net liability position at
March 31, 2011 was $124 million for PPL and $79 million for PPL Energy Supply, of which PPL and PPL Energy Supply
had posted collateral of $92 million and $72 million in the normal course of business. At March 31, 2011, if the credit
contingent provisions underlying all derivative instruments were triggered due to a credit downgrade below investment grade,
PPL and PPL Energy Supply would have been required to prepay or post additional collateral of $205 million and $188
million to their counterparties after including the effect of net receivables and payables already recorded on the balance sheet.

15. Goodwill
(PPL and PPL Energy Supply)

The changes in the carrying amounts of goodwill by segment were:

Kentucky Regulated International Regulated Supply Total
PPL
Balance at December 31, 2010 (a) $ 662 % 679 $ 420 % 1,761
Effect of foreign currency exchange rates 31 31
Balance at March 31, 2011 (a) $ 662 % 710§ 420 % 1,792
International Regulated Supply Total
PPL Energy Supply
Balance at December 31, 2010 (a) $ 679 $ 86 % 765
Derecognition (b) (679) (679)
Balance at March 31, 2011 (a) $ $ 86 $ 86

(a) There were no accumulated impairment losses related to goodwill.

(b) Represents the amount of goodwill derecognized as a result of PPL Energy Supply's distribution of its membership interest in PPL Global to PPL.
Energy Supply's parent, PPL Energy Funding. See Note 8 for additional information on the distribution. Subsequent to the distribution, PPL Energy
Supply operates in a single business segment and reporting unit.

16. Asset Retirement Obligations

(PPL and PPL Energy Supply)

The changes in the carrying amounts of AROs were as follows.

PPL PPL Energy Supply

ARO at December 31, 2010 $ 48 % 345
Accretion expense (a) 9 7
Derecognition (b) (5
Obligations settled 3) 3)
ARO at March 31, 2011 $ 454§ 344

(a) Accretion expense recorded by PPL for its subsidiaries LG&E and KU is offset with a regulatory asset, such that there is no income statement impact,
(b) Represents AROs derecognized as a resuit of PPL Energy Supply's distribution of its membership interest in PPL Global to PPL Energy Supply's
parent, PPL Energy Funding. See Note 8 for additional information on the distribution.

The classification of AROs on the Balance Sheet was as follows.

PPL PPL Energy Supply
March 31, 2011 December 31, 2010 March 31, 2011 December 31, 2010
Current portion (a) $ 12 % 13 3 11 $ 13
Long-term portion (b) 442 435 333 332
Total $ 454  $ 448 $ 344 % 345

(a) Included in "Other current labilities."
(b) Included in "Asset retirement obligations."
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The most significant ARO recorded by PPL and PPL Energy Supply relates to the decommissioning of the Susquehanna
nuclear plant. The accrued nuclear decommissioning obligation was $276 million and $270 million at March 31, 2011 and
December 31, 2010, and is included in "Asset retirement obligations” on the Balance Sheets.

Assets in the NDT funds are legally restricted for purposes of settling PPL's and PPL, Energy Supply's ARO related to the
decommissioning of the Susquehanna station. The aggregate fair value of these assets was $644 million and $618 million at
March 31, 2011 and December 31, 2010, and is included in "Nuclear plant decommissioning trust funds" on the Balance
Sheets. See Notes 13 and 17 for additional information on these assets.

17. Available-for-Sale Securities
(PPL and PPL Energy Supply)

PPL. and its subsidiaries classify certain short-term investments, securities held by the NDT funds and auction rate securities
as available-for-sale. Available-for-sale securities are carried on the balance sheet at fair value. Unrealized gains and losses
on these securities are reported, net of tax, in OCI or are recognized currently in earnings when a decline in fair value is
determined to be other-than-temporary. The specific identification method is used to calculate realized gains and losses.

The following table shows the amortized cost, the gross unrealized gains and losses recorded in AQCI, and the fair value of
available-for-sale securities.

March 31, 2011 December 31, 2010
Gross Gross Gross Gross
Amortized Unrealized Unrealized Amortized Unrealized Unrealized
Cost Gains Losses Fair Value Cost Gains Losses Fair Value
PPL
Short-term investments
- municipal debt securities $ 163 $ 163
NDT funds:
Cash and cash equivalents $ 16 $ 16 10 10
Equity securities:
U.S. large-cap 168 $ 132 300 180 % 123 303
U.S. mid/small-cap 66 56 122 67 52 119
Debt securities:
U.S. Treasury 73 4 77 71 4 75
U.S. government sponsored
agency 10 10 6 1 7
Municipality 79 1§ 1 79 69 69
Investment-grade corporate 35 2 37 31 2 33
Other 2 2 1 1
Receivables/payables, net 1 1 1 1
Total NDT funds 450 195 1 644 436 182 618
Auction rate securities 25 25 25 25
Total $ 475 $ 195 § 1 3 669 $ 624 % 182 $ 806
PPL Energy Supply
NDT funds:
Cash and cash equivalents $ 16 $ 16 % 10 $ 10
Equity securities:
U.S. large-cap 168 $ 132 300 180 % 123 303
U.S. mid/small-cap 66 56 122 67 52 119
Debt securities:
U.S. Treasury 73 4 77 71 4 75
U.S. government sponsored
agency 10 10 6 i 7
Municipality 79 1% 1 79 69 69
Investment-grade corporate 35 2 37 31 2 33
Other 2 2 1 1
Receivables/payables, net 1 1 1 i
Total NDT funds 450 195 1 644 436 182 618
Auction rate securities 20 20 20 20
Total 3 470§ 195 § 1§ 664 § 456§ 182 $ 638

There were no securities with credit losses at March 31, 2011 and December 31, 2010.

The following table shows the scheduled maturity dates of debt securities held at March 31, 2011.
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Maturity Maturity Maturity Maturity

Less Than 1-5 5-10 in Excess
1 Year Years Years of 10 Years Total

PPL

Amortized cost $ 12 % 65 $ 69 78 % 224
Fair value 13 67 71 79 230
PPL Energy Supply

Amortized cost $ 12 8 65 $ 69 3 73 % 219
Fair value 13 67 71 74 225

The following table shows proceeds from and realized gains and losses on sales of available-for-sale securities.

Three Months Ended March 31,

2011 2010
PPL
Proceeds from sales of NDT securities {a) $ 75 9% 44
Other proceeds from sales 163
Gross realized gains (b) 17
Gross realized losses (b) 5 1
PPL Energy Supply
Proceeds from sales of NDT securities (a) $ 75 % 44
Gross realized gains (b) 17 5
Gross realized losses (b) 5 1

(a) These proceeds are used to pay income taxes and fees related to managing the trust. Remaining proceeds are reinvested in the trust
(b) Excludes the impact of other-than-temporary impairment charges recognized in the Statements of Income.

(PPL)

At December 31, 2010, LG&E held $163 million aggregate principal amount of tax-exempt revenue bonds issued by
Louisville/Jefferson County, Kentucky on behalf of LG&E that were purchased from the remarketing agent in 2008. At
December 31, 2010, these investments were reflected in "Short-term investments” on the Balance Sheet. During the three
months ended March 31, 2011, LG&E received $163 million for its investments in these bonds when they were remarketed
to unaffiliated investors. No realized or unrealized gains (losses) were recorded on these securities, as the difference between
carrying value and fair value was not significant.

18. Subsequent Event - Acquisition of Central Networks
(PPL)

On April 1, 2011, PPL, through its indirect, wholly owned subsidiary PPL. WEM, completed its acquisition of all of the
outstanding ordinary share capital of Central Networks East plc and Central Networks Limited, the sole owner of Central
Networks West plc, together with certain other related assets and liabilities (collectively referred to as Central Networks and
subsequently renamed WPD Midlands), from subsidiaries of E.ON AG. The consideration for the acquisition consisted of
cash consideration of $5.7 billion, inciuding the repayment of $1.6 billion of affiliate indebtedness owed to subsidiaries of
E.ON AG, and approximately $800 million of long-term debt assumed through consolidation. WPD Midlands' regulated
distribution operations serve five million end users in the Midlands area of England. The acquisition continues to reapportion
the mix of PPL's regulated and competitive businesses by increasing the regulated portion of its business and enhances rate-
regulated growth opportunities as the regulated businesses make investments to improve infrastructure and customer
reliability. Further, the service territories of WPD (South Wales), WPD (South West) and WPD Midlands are contiguous and
cost savings and other shared benefits are expected from the combined operations.

The fair value of the consideration paid for Central Networks was as follows (in billions):

Aggregate enterprise consideration $ 6.5
Less: fair value of long-term debt outstanding, net, assumed through consolidation 08
Total cash consideration paid 57
Less: funds made available to Central Networks to repay pre-acquisition affiliate indebtedness 16
Cash consideration paid for Central Networks' outstanding ordinary share capital $ 4.1

The total cash consideration paid was primarily funded by borrowings under the Bridge Facility on the date of acquisition.
Subsequenily, PPL repaid a portion of the borrowings under the Bridge Facility using proceeds from the April 2011 issuances
of common stock and 2011 Equity Units, and proceeds from the April 2011 issuance of senior notes by PPL. WEM. The
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remaining borrowings under the Bridge Facility are expected to be repaid through the issuance of other long-term debt
securities. See Note 7 for additional information on the permanent financing.

The following table summarizes (in billions) the preliminary allocation of the purchase price to the fair values of the major
classes of assets acquired and liabilities assumed. These fair value estimates are subject to change as updated information

becomes available and as additional analyses are performed. As such, it is impracticable to provide further details and the

final amounts recorded for each of the items below may be materially different than the information presented.

Working capital $ 0.2)
PP&E 48
Other noncurrent assets 0.1
Long-term debt (current and noncurrent) (a) (2.5)
Other noncurrent liabilities 0.7)
Net identifiable assets acquired 15
Goodwill 2.6
Net assets acquired $ 4.1

(a) Does not reflect the repayment of affiliated debt.

Goodwill expected to be recorded as a result of the acquisition reflects the expected continued growth of a rate-regulated
business with a defined service territory operating under a constructive regulatory framework, expected synergies including
contiguous service territories and the ability to leverage WPD's existing management team's high level of performance both
in capital cost efficiency and customer service. The goodwill is not expected to be included in customer rates or deductible
for income tax purposes and is expected to be assigned to the International Regulated segment. No deferred taxes are
expected to be recorded related to goodwill.

PPL.'s pro forma operating revenues and net income attributable to PPL. for the three months ended March 31, 2011 and 2010,
including LKE as if the acquisition had occurred January 1, 2009 and Central Networks as if the acquisition had occurred
January 1, 2010, are as follows (in millions).

Net Income
(Loss)
Operating Attributable
Revenues to PPL
Pro forma for 2011 $ 3211 $ 522
Pro forma for 2010 3,987 388

The pro forma financial information presented above has been derived from the historical consolidated financial statements
of PPL. and LKE, which was acquired on November 1, 2010, and from the historical combined financial statements of Central
Networks. Income from discontinued operations (net of income taxes) of PPL, LKE and Central Networks totaling $3
million and $5 million for the three months ended March 31, 2011 and 2010 was excluded from the pro forma amounts
above.

The pro forma adjustments include adjustments to depreciation, net periodic pension costs, interest expense, nonrecurring
adjustments and the related income tax effects. Nonrecurring adjustments include: (a) third-party Central Networks
acquisition-related costs of $11 million, including advisory, accounting and legal fees, which were recorded in "Other Income
(Expense) - net" in the Statement of Income; (b) $7 million of losses in connection with foreign currency economic hedges
related to the acquisition, which were also recorded in "Other Income (Expense) - net" in the Statement of Income; and (c)
Bridge Facility costs of $7 million which were recorded in "Interest Expense" in the Statement of Income.

Giving effect to the April 2011 acquisition (incorporating the preliminary purchase price allocation detailed above) and
issuances of common stock, 2011 Equity Units and debt (including the remaining outstanding Bridge Facility borrowings) as
if those events occurred on March 31, 2011, would have resulted in balances approximating the following (in billions):

PP&E $ 259
Goodwill 44
Debt, short-term and long-term 183
Total Equity 109

These estimates are subject to change as updated information becomes available and as additional analyses are performed.
As such, the final amounts recorded may be materially different than the information presented.
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PPL CORPORATION AND SUBSIDIARIES

ltem 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

Overview

The following information should be read in conjunction with PPL's Condensed Consolidated Financial Statements and the
accompanying Notes and with PPL's 2010 Form 10-K. Terms and abbreviations are explained in the glossary. Dollars are in
millions, except per share data, unless otherwise noted.

PPL is an energy and utility holding company with headquarters in Allentown, Pennsylvania. Through subsidiaries, PPL
generates electricity from power plants in the northeastern, northwestern and southeastern U.S., markets wholesale or retail
energy primarily in northeastern and northwestern portions of the U.S., delivers electricity to customers in Pennsylvania,
Kentucky, Virginia, Tennessee and the U.K. and delivers natural gas in Kentucky. Refer to "Item I. Business - Background"
in PPL's 2010 Form 10-K for descriptions of its reportable segments, which are Kentucky Regulated, International Regulated,
Pennsylvania Regulated and Supply. See "Item 7. Management's Discussion and Analysis of Financial Condition and
Results of Operations - Overview" in PPL's 2010 Form 10-K for a discussion of PPL's strategy and the risks and challenges
that it faces in its businesses. See "Forward-Looking Information,” Note 10 to the Financial Statements, the remainder of
Item 2 and Item "1A. Risk Factors" in this Form 10-Q, and "Item 1A. Risk Factors" and the rest of Item 7 in PPL's 2010
Form 10-K for more information concerning the material risks and uncertainties that PPL faces in its businesses and with
respect to its future earnings and cash flows.

Acquisition of Central Networks

On April 1, 2011, PPL WEM, an indirect wholly owned subsidiary of PPL, acquired Central Networks, which operates a
regulated distribution network that serves five million end users in the Midlands area of England, for $6.5 billion, including
long-term debt assumed through consolidation. The cash consideration of $5.7 billion was initially funded by borrowings
under the Bridge Facility. Permanent financing to repay the Bridge Facility borrowings includes a combination of the
issuance of PPL common stock, 2011 Equity Units and debt. Subsequent to the close of the acquisition, the entities acquired
were renamed and are collectively referred to as WPD Midlands. See Note 18 to the Financial Statements for additional
information on the acquisition and Note 7 for additional information on the financing.

The acquisition continues to reapportion the mix of PPL's regulated and competitive businesses by increasing the regulated
portion of its business and enhancing rate-regulated growth opportunities as the regulated businesses make investments to
improve infrastructure and customer reliability. The increase in regulated assets is expected to provide earnings stability
through regulated returns and the ability to recover costs of capital investments, in contrast to the competitive supply business
where earnings and cash flows are subject to market conditions. Further, the WPD and WPD Midlands service territories are
contiguous and cost savings and other benefits are expected from the combined operations.

Results of Operations

The following discussion begins with a summary of PPL's earnings and continues with a review of results by reportable
segment and a description of key factors by segment that are expected to impact future earnings. This section ends with
"Statement of Income Analysis,"” which includes explanations of significant changes in principal items on PPL's Statements
of Income, comparing the three months ended March 31, 2011 with the same period in 2010.

As a result of the LKE acquisition on November 1, 2010, LKE's results for the three months ended March 31, 2011 are
included in PPL's results with no comparable amounts for 2010. When discussing PPL's resuits of operations for 2011
compared with 2010, the results of LKE are isolated for purposes of comparability. LKE's results are included within
"Segment Results — Kentucky Regulated Segment” and "Statement of Income Analysis - Kentucky Gross Electric and Gas
Margins."

The results for interim periods can be disproportionately influenced by various factors and developments and by seasonal
variations, and as such, the results of operations for interim periods do not necessarily indicate results or trends for the year or
for future operating results.

Tables analyzing changes in amounts between periods within "Segment Results" and "Statement of Income Analysis” are
presented on a constant U.K. foreign currency exchange rate basis, where applicable, in order to isolate the impact of the
change in the exchange rate on the item being explained. Results computed on a constant U.K. foreign currency exchange
rate basis are calculated by translating current year results at the prior year weighted-average foreign currency exchange rate.
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Earnings

Three Months Ended March 31,

2011 2010
Net Income Attributable to PPL Corporation $ 401 % 250
EPS - basic $ 082 % 0.66
EPS - diluted $ 082 & 0.66

The changes in Net Income Attributable to PPL Corporation from period to period were, in part, attributable to the
acquisition of LKE and several items that management considers special. Details of these special items are provided within
the review of each segment's earnings.

Segment Results

Net Income Attributable to PPL Corporation by segment was:

Three Months Ended March 31,

2011 2010
Kentucky Regulated $ 75
International Regulated 55 % 76
Pennsylvania Regulated 52 37
Supply 219 137
Total 3 401 $ 250

Kentucky Regulated Segment

The Kentucky Regulated segment consists primarily of LKE's results from the operation of regulated electricity generation,
transmission and distribution assets, primarily in Kentucky, as well as in Virginia and Tennessee. This segment also includes
LKE's results from the regulated distribution and sale of natural gas in Kentucky.

Kentucky Regulated segment Net Income Attributable to PPL, Corporation was:

Three Months
Ended
March 31,2011
Utility revenues $ 766
Fuel and energy purchases 322
Other operation and maintenance 181
Depreciation 81
Taxes, other than income 9
Total operating expenses 593
Other Income (Expense) - net [¢))
Interest Expense (a) 54
Income Taxes 43
Net Income Attributable to PPL Corporation $ 75

(a) Includes interest expense allocated to the Kentucky Regulated segment of $18 million ($12 million after tax) related to the 2010 Equity Units and
interest rate swaps.

Outlook

Excluding special items and the impact of a full year of earnings versus two months in 2010, PPL expects higher utility
revenues generally driven by the results of electricity and natural gas base rate increases that became effective August 1,
2010.

Earnings in 2011 are subject to various risks and uncertainties. See "Forward-Looking Information," the rest of this Item 2,
Note 10 to the Financial Statements and "Part II. Other Information - Item 1A. Risk Factors” in this Form 10-Q and "Item 1.
Business," and "Item 1A. Risk Factors" in PPL's 2010 Form 10-K for a discussion of the risks, uncertainties and factors that
may impact future earnings.
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International Requlated Segment

The International Regulated segment consists primarily of the electric distribution operations in the U.K.

International Regulated segment Net Income Attributable to PPL Corporation was:

Three Months Ended March 31,

2011 2010
Utility revenues $ 216 % 203
Energy-related businesses 9 10
Total operating revenues 225 213
Other operation and maintenance 42 44
Depreciation 30 29
Taxes, other than income 13 14
Energy-related businesses 4 4
Total operating expenses 89 91
Other Income (Expense) - net (19) 1
Interest Expense 47 31
Income Taxes 15 16
Net Income Attributable to PPL Corporation $ 35 % 76
The after-tax changes in Net Income Attributable to PPL Corporation between these periods were due to the following
factors.
UK
Utility revenues $ 11
Other operation and maintenance 2)
Interest expense 6)
Foreign currency exchange rates (1)
U.S. income taxes 3)
Special items (20)
Total $ (21)
e  Higher U.K. utility revenues primarily due to a 2010 charge related to a revised estimate for network electricity line
losses as well as positive changes in customer mix.
e Higher U.K. interest expense primarily due to higher debt balances arising from a March 2010 debt issuance.
e Higher U.S. income taxes due to a favorable 2010 change in an uncertain tax position related to windfall profits tax,
partially offset by a current year tax benefit on anticipated U.K. pension plan contributions.
The following after-tax amounts, which management considers special items, also impacted the segment's earnings.
Three Months Ended
March 31, 2011
Foreign currency-related economic hedges (a) $ 48]
Central Networks acquisition-related costs:
Bridge Facility costs (Note 18) (5)
Other acquisition-related costs (Note 18) (10)
Foreign currency-related economic hedges (Note 14) . )
Total $ (20)

(a) Represents unrealized losses on contracts that economically hedge anticipated earnings denominated in GBP.

Outlook

Excluding special items and the impact of the newly acquired U.K. businesses, in 2011 compared to 2010, PPL expects
higher electricity delivery revenue and a more favorable currency exchange rate, partially offset by higher income taxes,

higher depreciation and financing costs.

Earnings in 2011 are subject to various risks and uncertainties. See "Forward-Looking Information," the rest of this Item 2,
Note 10 to the Financial Statements and "Part I1. Other Information - Item 1A. Risk Factors" in this Form 10-Q and "ltem 1.
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Business," and "Item 1A. Risk Factors" in PPL's 2010 Form 10-K for a discussion of the risks, uncertainties and factors that
may impact future earnings.

Pennsylvania Regulated Segment

The Pennsylvania Regulated segment includes the regulated electric delivery operations of PPL Electric.

Pennsylvania Regulated segment Net Income Attributable to PPL Corporation was:

Three Months Ended March 31,

2011 2010

Operating revenues

External $ 554 % 811

Intersegment 4 2

Total operating revenues 558 813
Energy purchases

External 251 410

Intersegment 6 115
Other operation and maintenance 130 120
Depreciation 33 34
Taxes, other than income 35 47

Total operating expenses 455 726
Other Income (Expense) - net 2
Interest Expense 24 26
Income Taxes 23 21
Net Income 56 42
Net Income Attributable to Noncontrolling Interests 4 5
Net Income Attributable to PPL Corporation $ 52§ 37
The after-tax changes in Net Income Attributable to PPL Corporation between these periods were due to the following
factors.
Pennsylvania gross delivery margins $ 17
Other operation and maintenance (8)
Interest expense 1
Income taxes and other - 5
Total $ 15

e  See "Pennsylvania Gross Delivery Margins by Component" in the "Statement of Income Analysis" section for an
explanation of gross margins from the regulated electric delivery operations.

e  Other operation and maintenance increased primarily due to higher payroll and related overhead, contractor costs
resulting mainly from increased maintenance work and storm activity, and higher support group costs.

e Lower income taxes due to the indirect impact of Pennsylvania Department of Revenue interpretive guidance regarding
100% bonus depreciation. See Note 5 to the Financial Statements for additional information.

Outlook

Excluding special items, in 2011 compared to 2010, distribution revenues are expected to be higher resulting from the
distribution base rate increase effective January 1, 2011.

Earnings in 2011 are subject to various risks and uncertainties. See "Forward-Looking Information," the rest of this Item 2,
Note 10 to the Financial Statements and "Part I1. Other Information - Item 1A. Risk Factors" in this Form 10-Q and "Item 1.
Business," and "Item 1A. Risk Factors" in PPL's 2010 Form 10-K for a discussion of the risks, uncertainties and factors that
may impact future earnings.

In April 2011, legislation was introduced in the Pennsylvania General Assembly that would authorize the PUC to approve
regulatory procedures and mechanisms to provide for timely recovery of a utility's costs. Those procedures and mechanisms
include, but are not limited to, the use of a fully projected test year and an automatic adjustment clause to recover capital
costs and related operating expenses. The legislation has been referred to the House Commitiee on Consumer Affairs. PPL
Electric is working with other stakeholders to support passage of this legislation.
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Supply Segment

The Supply segment primarily consists of the energy marketing and trading activities, as well as the competitive generation
and development operations of PPL Energy Supply. In 2011 and 2010, PPL Energy Supply subsidiaries completed the sale
of several businesses, which have been classified as Discontinued Operations. See Note 8 to the Financial Statements for
additional information.

Supply segment Net Income Attributable to PPL Corporation was:

Three Months Ended March 31,

2011 2010

Energy revenues

External (a) $ 1,253 % 1,898

Intersegment 6 115
Energy-related businesses 112 84

Total operating revenues 1,371 2,097
Fuel and energy purchases

External (a) 555 1,392

Intersegment 1 1
Other operation and maintenance 233 281
Depreciation 64 61
Taxes, other than income 16 11
Energy-related businesses 109 84

Total operating expenses 978 1,830
Other Income (Expense) - net 15 5
Other-Than-Temporary Impairments 1
Interest Expense 49 54
Income Taxes 142 89
Income (Loss) from Discontinued Operations 3 8
Net Income Attributable to PPL Corporation $ 219§ 137

(a) Includes impact from energy-related economic activity. See "Commodity Price Risk (Non-trading) - Economic Activity” in Note 14 to the Financial
Statements for additional information.

The after-tax changes in Net Income Attributable to PPL Corporation between these periods were due to the following
factors.

U.S. non-trading margins $ 42)
Other operation and maintenance

Depreciation (2)
Other income (expense) - net 5
Income taxes and other 4)
Discontinued operations, excluding special items and certain revenues and expenses included in margins 4
Special items 121
Total $ 82

e  See "Unregulated Gross Energy Margins By Region™ in the "Statement of Income Analysis" section for an explanation
of margins.

o  Other operation and maintenance primarily reflects the offsetting impact of lower costs due to the timing of the
Susquehanna outage and higher outage costs at fossil/hydro plants.

e  Higher other income (expense) - net due to realized earnings on securities in the NDT funds.
e Income taxes reflect the impact of increased valuation allowances on Pennsylvania net operating loss carryforwards
related to the effect of 100% bonus depreciation on future projected Pennsylvania taxable income and differences in

effective tax rates.

The following after-tax amounts, which management considers special items, also impacted the segment's earnings.
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Three Months Ended March 31,

2011 2010

Adjusted energy-related economic activity, net (a) $ 17 % (65)
Sales of assets:

Non-core generation facilities (Note 8) (1)
Impairments:

Emission aliowances (Note 13) H 2)

RECs (Note 13) 2)

Adjustments - NDT investments (b) 1
Other:

Montana hydroelectric litigation (Note 10} (32)

Health Care Reform - tax impact (Note 9) (8)
Total $ 14 % (107)

(a) See "Reconciliation of Economic Activity” below.,
(b) Represents the reversal of previous other-than-temporary impairment charges when securities previously impaired were sold.

Reconciliation of Economic Activity
The following table reconciles unrealized pre-tax gains (losses) from the table within "Commodity Price Risk (Non-trading) -

Economic Activity" in Note 14 to the Financial Statements to the special item identified as "Adjusted energy-related
economic activity, net.”

Three Months Ended March 31,

2011 2010

Operating Revenues

Unregulated retail electric and gas $ 4 § 10

Wholesale energy marketing 57 424
Operating Expenses

Fuel 23 5

Energy Purchases 18 (563)
Energy-related economic activity (a) 102 (124)
Option premiums (b) 5 14
Adjusted energy-related economic activity 107 (110)
Less: Economic activity now realized, associated with the monetization of certain

full-requirement sales contracts in 2010 78

Adjusted energy-related economic activity, net, pre-tax $ 29 % (110)
Adjusted energy-related economic activity, net, after-tax $ 17 % (65)

(a) The components of this item are from the table within "Commodity Price Risk (Non-trading) - Economic Activity" in Note 14 to the Financial
Statements.

(b) Adjustment for the net deferral and amortization of option premiums over the delivery period of the item that was hedged or upon realization. After-
tax gains for the three months ended March 31, 2011 and 2010 were $3 million and $8 million.

Outlook

Excluding special items, in 2011 compared to 2010, energy margins are expected to be lower driven by lower Eastern energy
and capacity prices, higher average fuel costs and outages related to turbine blade inspections/replacements at the
Susquehanna nuclear station, as well as higher income taxes and higher operation and maintenance expense.

Unit 2 at PPL's Susquehanna nuclear plant is currently in a scheduled outage for refueling and generation uprate. In
connection with this outage, a planned inspection of the Unit 2 turbine revealed defects in certain of its low pressure turbine
blades. Replacement of these blades is required but was not anticipated as part of the original scope of this outage. The
necessary repair work is expected to extend the Unit 2 outage by approximately four to six weeks. As a precaution, PPL
likely will also take Unit 1 out of service in the coming weeks to perform similar turbine blade inspections. No specific dates
or timetable for that inspection have been established, and may be determined in part by the results of the inspection and
repairs at Unit 2. There is no current expectation that repairs will be required at Unit 1. PPL’s current estimate of the after-
tax financial impact related to these outages is between $20 million and $30 million. There can be no assurance that
additional repairs at Unit 2 or Unit 1 will not be required, or that the length of the current outage will not exceed the extended
timeframe referred to above.

Earnings in 2011 are subject to various risks and uncertainties. See "Forward-Looking Information,” the rest of this Item 2,
Note 10 to the Financial Statements and "Part II. Other Information - Item 1A. Risk Factors” in this Form 10-Q and "Item 1.
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Business," and "Item 1A. Risk Factors" in PPL's 2010 Form 10-K for a discussion of the risks, uncertainties and factors that
may impact future earnings.

Statement of Income Analysis --
Margins

Non-GAAP Financial Measures

The following discussion includes financial information prepared in accordance with GAAP, as well as three non-GAAP
financial measures: "Kentucky Gross Electric and Gas Margins,” "Pennsylvania Gross Delivery Margins" and "Unregulated
Gross Energy Margins." PPL believes that these measures provide additional criteria to make investment decisions. These
performance measures are used, in conjunction with other information, internally by senior management and the Board of
Directors to manage PPL's operations. PPL's management also uses "Unregulated Gross Energy Margins" in measuring
certain corporate performance goals used in determining variable compensation.

s "Kentucky Gross Electric and Gas Margins" is a single financial performance measure of the Kentucky Regulated
segment's electricity generation, transmission and distribution operations as well as its distribution and sale of natural
gas. In calculating this measure, utility revenues and expenses associated with approved cost recovery tracking
mechanisms are offset. These mechanisms allow for recovery of certain expenses, returns on capital investments
associated with environmental regulations and performance incentives. As a result, this measure represents the net
revenues from the Kentucky Regulated segment's electric and gas operations.

e "Pennsylvania Gross Delivery Margins" is a single financial performance measure of the Pennsylvania Regulated
segment's electric delivery operations, which includes transmission and distribution activities, including PLR electricity
generation supply. In calculating this measure, utility revenues and expenses associated with approved recovery
mechanisms, including energy provided as a PLR, are offset. These mechanisms allow for recovery of certain expenses;
therefore, certain expenses and revenues offset with minimal impact on earnings. As a result, this measure represents the
net revenues from the Pennsylvania Regulated segment's electric delivery operations.

o "Unregulated Gross Energy Margins” is a single financial performance measure of the Supply segment's competitive
energy non-trading and trading activities. In calculating this measure, the Supply segment's energy revenues are offset
by the cost of fuel and energy purchases, and adjusted for other related items. This performance measure is relevant to
PPL due to the volatility in the individual revenue and expense lines on the Statements of Income that comprise
"Unregulated Gross Energy Margins.” This volatility stems from a number of factors, including the required netting of
certain transactions with ISOs and significant swings in unrealized gains and losses. Such factors could result in gains or
losses being recorded in either "Wholesale energy marketing" or "Energy purchases" on the Statements of Income. This
performance measure includes PLR revenues from energy sales to PPL Electric by PPL EnergyPlus. In addition, PPL
excludes from "Unregulated Gross Energy Margins” the Supply segment's energy-related economic activity, which
includes the changes in fair value of positions used to economically hedge a portion of the economic valie of PPL's
competitive generation assets, full-requirement sales contracts and retail activities. This economic value is subject to
changes in fair value due to market price volatility of the input and output commodities (e.g., fuel and power) prior to the
delivery period that was hedged. Also included in this energy-related economic activity is the ineffective portion of
qualifying cash flow hedges, the monetization of certain full-requirement sales contracts and premium amortization
associated with options. This economic activity is deferred, with the exception of the full-requirement sales contracts
that were monetized, and included in unregulated gross energy margins over the delivery period that was hedged or upon
realization.

These measures are not intended to replace "Operating Income," which is determined in accordance with GAAP, as an
indicator of overall operating performance. Other companies may use different measures to analyze and to report on the

results of their operations.

Kentucky Gross Electric and Gas Margins

The following table reconciles "Operating Income" to "Kentucky Gross Electric and Gas Margins" as defined by PPL.
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Operating Income (a)

Adjustments:
Unregulated retail electric and gas (a)
Wholesale energy marketing (a)
Net energy trading margins (a)
Energy-related businesses, net (b)
Other operation and maintenance (a)
Depreciation (a)
Taxes, other than income (a)
Revenue adjustments (c)
Expense adjustments (c)

Kentucky gross electric and gas margins

(a) As reported on the Statement of Income.

(b) Amount represents the net of "Energy-related businesses” revenue and expense as reported on the Statement of Income

(c) The components of these adjustments are detailed in the table below.

Three Months
Ended March 31,
2011

$ 805

(147)
(1,095)
an
(8)
583
208
73
(770)
773
411

«|

The following table provides the income statement line items and other adjustments that comprise Kentucky Gross Electric

and Gas Margins.

Revenue
Utility (a)
Revenue adjustments (b)
Exclude WPD utility revenue (c)
Exclude utility revenue included in Pennsylvania Gross Delivery Margins (c)
Exclude PLR revenue from energy supplied to PPL Electric by PPL EnergyPlus (¢)
Total revenue adjustments

Expense

Fuel (a)

Energy purchases (a)

Expense adjustments (b)
Exclude unregulated fuel and energy purchases (d)
Exclude external PLR energy purchases (¢)
Include depreciation on ECR equipment (f)
Include other operation and maintenance costs related to recovery mechanisms (g)
Other

Total expense adjustments

Kentucky gross electric and gas margins

(a) As reported on the Statement of Income.

Three Months
Ended March 31,
2011

$ 1,536

(216)
(548)

()]
(770)
766

475
653

(556)
(250)
12
17
4
773)
355

$ 411

(b) To include/exclude the impact of any revenues and expenses consistent with the way management reviews Kentucky Gross Electric and Gas Margins

internaily.
(¢) Included in "Utility" on the Statement of Income.
(d) Included in "Energy Purchases" and "Fuel" on the Statement of Income.
(e) Included in "Energy Purchases" on the Statement of Income.
(D Included in "Depreciation” on the Statement of Income.
(g) Included in "Other operation and maintenance” on the Statement of Income.

Pennsylvania Gross Delivery Margins

The following table reconciles "Operating Income” to "Pennsylvania Gross Delivery Margins” as defined by PPL..
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Three Months Ended March 31,

2011 2010
Operating Income (a) $ 805 § 476
Adjustments:
Unregulated retail electric and gas (a) (147) (104)
Wholesale energy marketing (a) (1,095) (1,783)
Net energy trading margins (a) (11 (1
Energy-related businesses, net (b) (8) 6)
Fuel (a) 475 230
Other operation and maintenance (a) 583 444
Depreciation (a) 208 124
Taxes, other than income (a) 73 72
Revenue adjustments (c) (988) (318)
Expense adjustments (c) 355 1,097
Pennsylvania gross delivery margins $ 250 $ 221
(a)  As reported on the Statements of Income.
(b)  Amount represents the net of "Energy-related businesses” revenue and expense as reported on the Statements of Income.
(c) The components of these adjustments are detailed in the table below.
The following table provides the income statement line items and other adjustments that comprise Pennsylvania gross
delivery margins.
Three Months Ended March 31,
2011 2010 Change
Revenue
Utility (a) $ 1,536 §$ 1,014 % 522
Revenue adjustments (b)
Exclude utility revenue included in Kentucky Gross Electric and Gas Margins (c) (766) (766)
Exclude WPD utility revenue (c) (216) (203) (13)
Exclude PLR revenue from energy supplied to PPL Electric by PPL EnergyPlus (c) (6) (115) 109
Total revenue adjustments (988) (318) (670)
548 696 (148)
Expense
Energy purchases (a) 653 1,572 919)
Expense adjustments (b)
Exclude energy purchases included in Unregulated Gross Energy Margins (d) (296) (1,163) 867
Exclude energy purchases included in Kentucky Gross Electric and Gas Margins (d) (107) (107)
Include gross receipts tax (e) 33 45 (12)
Include Act 129 (f) 15 18 3)
Other 3 (3)
Total expense adjustments (355) (1,097) 742
298 475 (177)
Pennsylvania gross delivery margins $ 250 $ 221§ 29

(a) As reported on the Statements of Income.

(b) To include/exclude the impact of any revenues and expenses consistent with the way management reviews Pennsylvania gross delivery margins
internally.

(c) Included in "Utility" on the Statements of Income.

(d) Included in "Energy purchases” on the Statements of Income.

(e) Included in "Taxes, other than income” on the Statements of Income.

(f) Included in "Other operation and maintenance" on the Statements of Income.

Pennsylvania Gross Delivery Marains by Component

Pennsylvania gross delivery margins are generated through domestic regulated electric distribution activities, including PLR
supply, and transmission activities.

Three Months Ended March 31,

2011 2010 Change
Distribution $ 208 $ 179 % 29
Transmission 42 42
Pennsylvania gross delivery margins $ 250§ 221§ 29
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Distribution

Distribution margins were higher during the three months ended March 31, 2011, compared with the same period in 2010.
This increase resulted from the approval of the distribution rate case effective January 1, 2011 combined with favorable
weather,

Unrequlated Gross Energy Margins

The following table reconciles "Operating Income" to "Unregulated Gross Energy Margins" as defined by PPL.

Three Months Ended March 31,

2011 2010

Operating Income (a) $ 805 $ 476
Adjustments:

Utility (a) (1,536) (1,014)

Energy-related businesses, net (b) 8) 6)

Other operation and maintenance (a) 583 444

Depreciation (a) 208 124

Taxes, other than income (a) 73 72

Revenue adjustments (c) (52) (300)

Expense adjustments (c) 598 947

$ 671 $ 743

Unregulated gross energy margins

(a) As reported on the Statements of Income.
(b)  Amount represents the net of "Energy-related businesses" revenue and expense as reported on the Statements of Income
(c) The components of these adjustments are detailed in the table below.

The following table provides the income statement line items and other adjustments that comprise unregulated gross energy
margins.

Three Months Ended March 31,

2011 2010 Change
Revenue
Unregulated retail electric and gas (a) $ 147 $ 104 $ 43
Wholesale energy marketing (a) 1,095 1,783 (688)
Net energy trading margins (a) i1 11
Revenue adjustments (b)
Exclude the impact from energy-related economic activity (c) (77) (447) 370
Include PLR revenue from energy supplied to PPL Electric by PPL EnergyPlus (d) 6 115 (109)
Include gains from sale of emission allowances/RECs (e) 1 H
Include revenue from certain discontinued operations (f) 19 31 (12)
Total revenue adjustments (52) (300) 248
1,201 1,598 (397)
Expense
Fuel (a) 475 230 245
Energy purchases (a) 653 1.572 919)
Expense adjustments (b)
Exclude fuel and energy purchases included in Kentucky Gross Electric and Gas Margins (322) (322)
Exclude the impact from energy-related economic activity (g) (48) (557) 509
Exclude external PLR energy purchases (h) (250) (409) 159
Include expenses from certain discontinued operations (i) 7 6 1
Include ancillary charges (e) 4 7 3)
Include gross receipts tax (j) 7 3 4
Other 4 3 1
Total expense adjustments (598) (947) 349
530 855 (325)
Unregulated gross energy margins $ 671 § 743 % (72)

(a) As reported on the Statements of Income.

(b) To include/exclude the impact of any revenues and expenses consistent with the way management reviews unregulated gross energy margins
internally.

(¢) See "Commodity Price Risk (Non-trading) - Economic Activity” in Note 14 to the Financial Statements for additional information. In addition, the
three months ended March 31, 2011 and 2010 includes pre-tax gains of $6 million and $13 million related to the amortization of option premiums, and
in 2011 a realized gain of $10 million related to the monetization of certain full-requirement sales contracts. These amounts are reflected in
"Wholesale energy marketing - Realized" on the Statements of Income.

(d) Included in "Utility" on the Statements of Income.

(e) Included in "Other operation and maintenance” on the Statements of Income.

(f) Represents the operating revenues associated with certain Supply segment businesses classified as discontinued operations. See Note 8 to the Financial
Statements for additional information.
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(g) See "Commodity Price Risk (Non-trading) - Economic Activity" in Note 14 to the Financial Statements for additional information. In addition, the
three months ended March 31, 2011 and 2010 includes a pre-tax loss of $1 million and a pre-tax gain of $1 million related to the amortization of option
premiums, and in 2011 a realized loss of $88 million related to the monetization of certain full-requirement sales contracts. These amounts are
reflected in "Energy purchases — Realized" on the Statements of Income.

(h) - Included in "Energy purchases” on the Statements of Income.

(i) Represents fuel costs and energy purchases associated with certain Supply segment businesses classified as discontinued operations. See Note 8 to the
Financial Statements for additional information.

(1) Included in "Taxes, other than income” on the Statement of Income.

Unregulated Gross Energy Margins By Region

Unregulated gross energy margins are generated through non-trading and trading activities. The non-trading energy business
is managed on a geographic basis that is aligned with its generation assets.

Three Months Ended March 31,

2011 2010 Change
Non-trading:
Eastern U.S. (a) $ 578 % 649 § 1)
Western U.S. 82 83 (¢3]
Net energy trading 11 11
Unregulated gross energy margins $ 671 § 743§ (72)

(a) Change primarily due to lower pricing (including lower PJM basis and FTR values) and higher supply costs from the generation fleet.
Utility Revenues

The change in utility revenues was attributable to:

Three Months Ended
March 31, 2011 vs. March 31, 2010

Domestic:

Retail electric revenue (a) 3 (257)

LKE 766
U.K.:

Electric delivery revenue (b) 16

Foreign currency exchange rates (3)

Total $ 522

(a) See "Pennsylvania Gross Delivery Margins by Component" and "Unregulated Gross Energy Margins by Region” above.
(b) Change primarily due to a 2010 charge related to a revised estimate for network electricity line losses as well as positive changes in customer mix.

Other Operation and Maintenance

The change in other operation and maintenance expense was due to:

Three Months Ended
March 31, 2011 vs. March 31, 2010

LKE $ 181

Montana hydroelectric litigation (Note 10) 47
Outage costs at Susquehanna nuclear plant (a) 2n
Outage and other costs at fossil/hydroelectric plants (b) 18

Other - Domestic 6
Other - UK. 2

Total $ 139

(a) Primarily due to the timing of the refueling outage.
(b) Primarily due to the timing of a planned maintenance outage.

Depreciation

The change in depreciation expense was due to:

Three Months Ended
March 31, 2011 vs, March 31, 2010
Additions to PP&E $ 3
LKE (a) 81

Total $ 84

(a) Includes $10 million of depreciation expense for recently completed plant additions at TC2 and E.-W. Brown.
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Taxes, Other Than Income

The change in taxes, other than income was due to:

Three Months Ended
March 31, 2011 vs. March 31, 2010
Pennsylvania gross receipts tax (a) 3 (8)
LKE — 9
Total $ 1

(a) Primarily due to a decrease in electricity revenues as customers continue to select alternative suppliers in 2011, This tax is included in "Pennsylvania
Gross Delivery Margins” and "Unregulated Gross Energy Margins” above.

Other Income (Expense) - net

See Note 12 to the Financial Statements for details.

Interest Expense

The change in interest expense was due to:

Three Months Ended
March 31, 2011 vs. March 31, 2010

Bridge Facility costs related to the acquisition of Central Networks (Note 18) $ 7
2010 Equity Units (a) 15
interest on the March 2010 WPD debt issuance 9
LKE (b) 36
Montana hydroelectric litigation (Note 10) 6)
Other 2
Total $ 63

(a) Interest related to the June 2010 issuance to support the November 2010 LKE acquisition.
(b) Includes $26 million of interest related to First Mortgage Bonds and Senior Notes, both issued in November 2010.

Income Taxes

The change in income taxes was due to:

Three Months Ended
March 31, 2011 vs. March 31, 2010
Higher pre-tax book income $ 42
State valuation allowance adjustments 19
Domestic manufacturing deduction 4
Federal and state tax reserve adjustments 7
U.S. income tax on foreign earnings net of foreign tax credit 8)
Health Care Reform (3)
LKE 49
Depreciation not normalized 3)
Other (5)
Total $ 97

See Note 5 to the Financial Statements for additional information on income taxes.

Discontinued Operations

See "Discontinued Operations" in Note 8 to the Financial Statements for information related to the sale of certain non-core
generation facilities in 2011 and the sale of the Long Island generation business in 2010.

Financial Condition

Liquidity and Capital Resources

PPL had the following at:
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March 31, 2011 December 31, 2010

Cash and cash equivalents $ 1245  § 925
Short-term investments 163

$ 1,245 § 1,088
Short-term debt $ 881 % 694

The $320 million increase in PPL's cash and cash equivalents position was primarily the net result of:

o © & © 6 o

proceeds of $381 million from the sale of certain non-core generation facilities;
$196 million of cash provided by operating activities;

a net increase in short-term debt of $187 million;

proceeds of $163 million from the sale of other investments;

$428 million of capital expenditures; and

the payment of $170 million of common stock dividends.

PPL's cash provided by operating activities decreased $602 million for the three months ended March 31, 2011 compared
with the same period in 2010 primarily due to increased defined benefit plan contributions and changes in working capital
(mainly due to changes in counterparty collateral requirements).

Credit Facilities

At March 31, 2011, PPL's total committed borrowing capacity under its credit facilities and the use of this borrowing
capacity were:

Committed Letters of Unused
Capacity Borrowed Credit Yssued Capacity

LG&E Credit Facility $ 400 $ 400

KU Credit Facility (a) 400 $ 198 202

PPL, Energy Supply Credit Facilities (b) 3200 $ 700 247 2,253

PPL Electric Credit Facilities (c) 350 13 337

Total Domestic Credit Facilities (d) $ 4350 % 700 $ 458 % 3,192
PPL. WW Holdings Credit Facility £ 150 £ 113 n/a £ 37
WPD (South West) Credit Facility 210 n/a 210

Total WPD Credit Facilities (e) £ 360 £ 113 nfa £ 247

(a) In April 2011, KU entered into a new $198 million letter of credit facility that will be used to issue letters of credit to support outstanding tax exempt
bonds. The facility matures in April 2014. In May 2011, letters of credit totaling $198 million were issued under the new facility, replacing the letters
of credit issued under KU's Syndicated Credit Facility at March 31, 2011.

(b) In March 2011, PPL Energy Supply's $300 million 5-year Structured Credit Facility expired. PPL Energy Supply's obligations under this facility were
supported by a $300 million letter of credit issued on PPL. Energy Supply's behalf under a separate, but related $300 million five-year credit agreement,
which also expired in March 2011.

(¢) Committed capacity includes a $150 million credit facility related to an asset-backed commercial paper program through which PPL Electric obtains
financing by selling and contributing its eligible accounts receivable and unbilled revenue to a special purpose, wholly owned subsidiary on an ongoing
basis. The subsidiary pledges these assets to secure loans of up to an aggregate of $150 million from a commercial paper conduit sponsored by a
financial institution. At March 31, 2011, based on accounts receivable and unbilled revenue pledged, the amount available for borrowing under the
facility was limited to $119 million.

(d) Total borrowings outstanding under PPL's domestic credit facilities increased on a net basis by $187 million since December 31, 2010.

The commitments under PPL’s domestic credit facilities are provided by a diverse bank group, with no one bank and its affiliates providing an
aggregate commitment of more than 10% of the total committed capacity.

(e) At March 31, 2011, the unused capacity of WPD's credit facilities was approximately $500 million.

The commitments under WPD's credit facilities are provided by 8 banks, with no one bank providing more than 25% of the total committed capacity.

In April 2011, following the completion of the acquisition of Central Networks, WPD (East Midlands) and WPD (West
Midlands) each entered into a £300 million 5-year syndicated credit facility. Under the facilities, WPD (East Midlands) and
WPD (West Midlands) each have the ability to make cash borrowings and to request the lenders to issue up to £80 million of
letters of credit in lieu of borrowing.

See Note 7 to the Financial Statements for further discussion of PPL/'s credit facilities.
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Bridge Facility

In March 2011, concurrently, and in connection with entering into the agreement to acquire Central Networks, PPL entered
into a commitment letter with certain lenders pursuant to which the lenders committed to provide PPL with 364-day
unsecured bridge financing of up to £3.6 billion solely to (i) fund the acquisition and (ii) pay certain fees and expenses in
connection with the acquisition. The bridge financing commitment was subsequently syndicated to a group of banks,
including the initial commitment lenders. Upon the syndication of the commitment, in March 2011, PPL Capital Funding
and PPL. WEM, as borrowers, and PPL, as guarantor, entered into a £3.6 billion Bridge Facility.

On April 1, 2011, concurrent with the closing of the Central Networks acquisition, PPL Capital Funding borrowed an
aggregate of £1.75 billion and PPL. WEM borrowed £1.85 billion under the Bridge Facility. Borrowings bear interest at a
spread over LIBOR for periods of one, two, three or six months. The initial borrowings bear interest at approximately
2.62%. See Note 18 to the Financial Statements for additional information on the acquisition.

In accordance with the terms of the Bridge Facility, PPL Capital Funding's borrowings of £1.75 billion were repaid with
approximately $2.8 billion of proceeds received from PPL's issuance of common stock and 2011 Equity Units in April 2011,
as discussed in "Long-term Debt and Equity Securities" below. Pursuant to Amendment No. 1 to the Bridge Facility, PPL
elected to retain a portion of the proceeds from the issuance of its common stock and 2011 Equity Units in excess of the
amount repaid under the Bridge Facility. Later in April 2011, PPL. WEM repaid £650 million of its Bridge Facility
borrowing. Such repayment was funded primarily with proceeds received from PPL. WEM's issuance of senior notes, which
is also discussed below. As of May 6, 2011, £1.2 billion of borrowings remain outstanding under the Bridge Facility and
continue to bear interest at approximately 2.62% through June 3, 2011 or the date of repayment if earlier.

The Bridge Facility matures 364 days after the closing of the acquisition. Subject to certain conditions, PPL Capital Funding
may request, on behalf of PPL. WEM, that the maturity date of the remaining £1.2 billion of borrowings under the Bridge
Facility be extended for an additional six months. See Note 7 to the Financial Statements for additional information on the
Bridge Facility.

In anticipation of the repayment of a portion of the borrowings under the Bridge Facility with U.S. dollar proceeds received
from PPL's issuance of common stock and 2011 Equity Units and PPL. WEM's issuance of senior notes, PPL entered into
forward contracts to purchase GBP in order to economically hedge the foreign currency exchange rate risk related to the
repayment. See Note 14 to the Financial Statements for further discussion.

Long-term Debt and Equity Securities

In January 2011, LG&E remarketed $163 million of variable rate tax-exempt revenue bonds, which were issued on its behalf
by Louisville/Jefferson County, Kentucky, to unaffiliated investors in a term rate mode, bearing interest at 1.90% into 2012.
The proceeds from the remarketing were used to repay a $163 million borrowing under LG&E's syndicated credit facility.

In connection with the closing of the acquisition of Central Networks, PPL assumed, through consolidation, £250 million of
senior notes previously issued by WPD (East Midlands) and £250 million of senior notes previously issued by WPD (West
Midlands), equating to an aggregate principal amount of approximately $800 million at the time of closing. See Note 18 to
the Financial Statements for additional information on the acquisition.

In April 2011, PPL raised a total of approximately $3.2 billion, net of underwriting discounts, through the sale of (i) 92
million shares of PPL common stock at a public offering price of $25.30 per share and (ii) 19.55 million 2011 Equity Units at
a stated amount per unit of $50.00. PPL used the net proceeds to repay PPL Capital Funding's borrowings under the Bridge
Facility, as discussed above, to pay certain acquisition-related fees and expenses and for general corporate purposes.

Also in April 2011, PPL WEM issued $460 million of 3.90% Senior Notes due 2016 and $500 million of 5.375% Senior
Notes due 2021. PPL WEM received proceeds of $953 million, net of discounts and underwriting fees, from the combined
issuance of the notes. The net proceeds were used to repay a portion of PPL WEM's borrowing under the Bridge Facility, as
discussed above. In connection with the issuance of the senior notes, PPL entered into cross currency interest rate swaps for
the entire aggregate principal amount of each series of notes in order to hedge PPL. WEM's risk of variability in the GBP
functional currency equivalent cash flows related to its U.S. dollar interest and principal payments on the notes.

See Note 7 to the Financial Statements for additional information about long-term debt and equity securities.
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Common Stock Dividends

In February 2011, PPL. declared its quarterly common stock dividend, effective April 1, 2011, at 35.0 cents per share
(equivalent 10 $1.40 per annum). Future dividends, declared at the discretion of the Board of Directors, will be dependent
upon future earnings, cash flows, financial and legal requirements and other factors.

Rating Agency Decisions

Moody's, S&P and Fitch periodically review the credit ratings on the debt and preferred securities of PPL. and its subsidiaries.
Based on their respective independent reviews, the rating agencies may make certain ratings revisions or ratings affirmations.

A credit rating reflects an assessment by the rating agency of the creditworthiness associated with an issuer and particular
securities that it issues. The credit ratings of PPL. and its subsidiaries are based on information provided by PPL and other
sources. The ratings of Moody's, S&P and Fitch are not a recommendation to buy, sell or hold any securities of PPL or its
subsidiaries. Such ratings may be subject to revisions or withdrawal by the agencies at any time and should be evaluated
independently of each other and any other rating that may be assigned to the securities. A downgrade in PPL's or its
subsidiaries’ credit ratings could result in higher borrowing costs and reduced access to capital markets.

In prior periodic reports, PPL, described its then-current credit ratings in connection with, and to facilitate, an understanding
of its liquidity position. As a result of the passage of the Dodd-Frank Act and the attendant uncertainties relating to the
extent to which issuers of non-asset backed securities may disclose credit ratings without being required to obtain rating
agency consent to the inclusion of such disclosure, or incorporation by reference of such disclosure, in a registrant’s
registration statement or section 10(a) prospectus, PPL. is limiting its credit rating disclosure to a description of the actions
taken by the rating agencies with respect to PPL's ratings, but without stating what ratings have been assigned to PPL or its
subsidiaries, or their securities. The ratings assigned by the rating agencies to PPL and its subsidiaries and their respective
securities may be found, without charge, on each of the respective ratings agencies' websites, which ratings together with all
other information contained on such rating agency websites is, hereby, explicitly not incorporated by reference in this report.

Following the announcement of the then-pending acquisition of Central Networks in March 2011, the rating agencies took
the following actions:

Moody's affirmed all of the ratings for PPL and all of its rated subsidiaries.

S&P revised the outlook for PPL, PPL. Capital Funding, PPL. Energy Supply, PPL Electric, LKE, LG&E, KU, PPL. WW
Holdings, WPD (South West) and WPD (South Wales), affirmed the issuer and senior unsecured ratings of PPL. WW
Holdings, and lowered the following ratings:

the issuer rating of PPL;

the senior unsecured and junior subordinated ratings of PPL Capital Funding;

the issuer and senior unsecured ratings of PPL Energy Supply;

the issuer, senior secured, preference stock, and commercial paper ratings of PPL Electric;
the issuer and senior unsecured ratings of LKE;

the issuer and senior secured ratings of LG&E;

the issuer and senior secured ratings of KU;

the issuer and senior unsecured ratings of WPD (South West); and

the issuer and senior unsecured ratings of WPD (South Wales).

Fitch affirmed all of the ratings for PPL,, PPL Capital Funding, PPL Energy Supply, PPL Electric, LKE, KU, and LG&E.
In April 2011, Moody's and S&P took the following actions following the completion of the acquisition of Central Networks.

Moody's:

e Jowered the issuer and senior unsecured debt ratings of WPD (East Midlands) and WPD (West Midlands);
e affirmed the short-term issuer rating of WPD (East Midlands); and

e assigned a senior unsecured rating and an outlook to PPL. WEM.

S&P:

e lowered the issuer and senior unsecured debt ratings of WPD (East Midlands) and WPD (West Midlands);
o assigned issuer ratings to PPL, WEM;

o raised the issuer rating of PPL WW Holdings;

88



o revised the outlook for PPL and all of its rated subsidiaries;

o raised the short-term ratings of KU, LG&E, WPD (East Midlands), WPD (West Midlands), PPL WEM, PPL WW
Holdings, WPD (South West), WPD (South Wales), and PPL Electric; and

e affirmed all of the long-term ratings for PPL and its rated subsidiaries.

The Economic Stimulus Package

In April 2010, PPL Electric entered into an agreement with the DOE, in which the agency is to provide a grant for one-half of
a $38 million smart grid project. The project involves installing and using smart grid technology to strengthen reliability,
save energy and improve electric service for approximately 60,000 Harrisburg, Pennsylvania-area customers. It is expected
to provide benefits beyond the Harrisburg region, helping to speed power restoration across PPL Electric's 29-county service
territory. Work on the project is progressing on schedule, and PPL Electric is receiving reimbursements under the grant for
costs incurred. The project is scheduled to be completed by the end of September 2012,

Ratings Triggers

PPL and its subsidiaries have various derivative and non-derivative contracts, including contracts for the sale and purchase of
electricity and fuel, commodity transportation and storage, tolling agreements and interest rate and foreign currency
instruments, which contain provisions requiring PPL and its subsidiaries to post additional collateral, or permitting the
counterparty to terminate the contract, if PPL's or the subsidiaries’ credit rating were to fall below investment grade. See
Note 14 to the Financial Statements for a discussion of "Credit Risk-Related Contingent Features," including a discussion of
the potential additional collateral that would have been required for derivative contracts in a net liability position at

March 31, 2011. At March 31, 2011, if PPL's or its subsidiaries’ credit ratings had been below investment grade, the
maximum amount that PPL would have been required to post as additional collateral to counterparties was $455 million for
both derivative and non-derivative commodity and commodity-related contracts used in its generation, marketing and trading
operations and interest rate and foreign currency contracts.

Capital Expenditures

The table below shows PPL's capital expenditure projections including the newly acquired WPD Midlands.

Projected
2011 2012 2013 2014 2015

Construction expenditures (a) (b)
Generating facilities 3 777 % 640 % 554 % 364 $ 501
Transmission and distribution facilities 1,487 1,925 2,248 2,215 2,071
Environmental 260 723 1,020 1,115 983
Other 161 173 133 123 138
Total Construction Expenditures 2,685 3461 3,955 3,817 3.693
Nuclear fuel 152 159 161 158 160
Total Capital Expenditures $ 2,837 $ 3,620 $ 4,116  $ 3975 § 3,853

(a) Construction expenditures include capitalized interest and AFUDC, which are expected to be approximately $320 million for the years 2011 through
2015.
(b) Includes expenditures for certain intangible assets.

PPL'’s capital expenditure projections for the years 2011 through 2015 total approximately $18.4 billion. Capital expenditure
plans are revised periodically to reflect changes in operational, market and regulatory conditions. This table has been revised
from that which was presented in PPL's 2010 Form 10-K for changes in estimates for LKE's environmental projects related to
anticipated new EPA compliance standards (actual costs may be significantly lower or higher depending on the final
requirements; environmental compliance costs incurred by LG&E and KU are generally subject to recovery through a rate
recovery mechanism) and expenditures to be made by the newly acquired WPD Midlands. See Note 18 to the Financial
Statements for information on PPL's April 2011 acquisition of Central Networks.

For additional information on PPL's liquidity and capital resources, see "Item 7. Management's Discussion and Analysis of
Financial Condition and Results of Operations," in PPL's 2010 Form 10-K.
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Risk Management - Energy Marketing & Trading and Other
Market Risk

See Notes 13 and 14 to the Financial Statements for information about PPL's risk management objectives, valuation
techniques and accounting designations.

The forward-looking information presented below provides estimates of what may occur in the future, assuming certain
adverse market conditions and model assumptions. Actual future results may differ materially from those presented. These
disclosures are not precise indicators of expected future losses, but only indicators of possible losses under normal market
conditions at a given confidence level.

Commodity Price Risk (Non-trading)

PPL. segregates its non-trading activities into two categories: hedge activity and economic activity. Transactions that are
accounted for as hedge activity qualify for hedge accounting treatment. The economic activity category includes transactions
that address a specific risk, but were not eligible for hedge accounting or for which hedge accounting was not elected. This
activity includes the changes in fair value of positions used to hedge a portion of the economic value of PPL's generation
assets, full-requirement sales contracts and retail activities. This economic activity is subject to changes in fair value due to
market price volatility of the input and output commodities (e.g., fuel and power). Although they do not receive hedge
accounting treatment, these transactions are considered non-trading activity. The net fair value of economic positions at
March 31, 2011 and December 31, 2010 was a net liability of $277 million and $400 million. See Note 14 to the Financial
Statements for additional information on economic activity.

To hedge the impact of market price volatility on PPL's energy-related assets, liabilities and other contractual arrangements,
PPL both sells and purchases physical energy at the wholesale level under FERC market-based tariffs throughout the U.S.
and enters into financial exchange-traded and over-the-counter contracts. PPL's non-trading commodity derivative contracts
mature at various times through 2017.

The following table sets forth the change in net fair value of PPL's non-trading commodity derivative contracts. See Notes
13 and 14 to the Financial Statements for additional information.

Gains (Losses)
Three Months Ended March 31,

2011 2010
Fair value of contracts outstanding at the beginning of the period $ 947 % 1,280
Contracts realized or otherwise settled during the period (43) (126)
Fair value of new contracts entered into during the period (16) 18
Other changes in fair value 109 554
Fair value of contracts outstanding at the end of the period $ 997 % 1,726

The following table segregates the net fair value of PPL's non-trading commodity derivative contracts at March 31, 2011,
based on whether the fair value was determined by prices quoted in active markets for identical instruments or other more
subjective means.

Net Asset (Liability)
Maturity Maturity
Less Than Maturity Maturity in Excess Total Fair
1 Year 1-3 Years 4-5 Years of 5 Years Value

Source of Fair Value
Prices based on significant other observable inputs $ 462§ 490 $ 11 $ 963
Prices based on significant unobservable inputs 4 (14) 10 % 34 34
Fair value of contracts outstanding at the end of the period $ 466 S 476 $ 21 % 34 3 997

PPL sells electricity, capacity and related services and buys fuel on a forward basis to hedge the value of energy from its
generation assets. If PPL, were unable to deliver firm capacity and energy or to accept the delivery of fuel under its
agreements, under certain circumstances it could be required to pay liquidating damages. These damages would be based on
the difference between the market price and the contract price of the commodity. Depending on price changes in the
wholesale energy markets, such damages could be significant. Extreme weather conditions, unplanned power plant outages,
transmission disruptions, nonperformance by counterparties (or their own counterparties) with which it has energy contracts
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and other factors could affect PPL's ability to meet its obligations, or cause significant increases in the market price of
replacement energy. Although PPL attempts to mitigate these risks, there can be no assurance that it will be able to fully
meet its firm obligations, that it will not be required to pay damages for failure to perform, or that it will not experience
counterparty nonperformance in the future.

Commodity Price Risk (Trading)

PPL's trading contracts mature al various times through 2015. The following table sets forth changes in the net fair value of
PPL's trading commodity derivative contracts. See Notes 13 and 14 to the Financial Statements for additional information.

Gains (Losses)
Three Months Ended March 31,

2011 2010
Fair value of contracts outstanding at the beginning of the period $ 4 § 6)
Contracts realized or otherwise settled during the period 2 4)
Fair value of new contracts entered into during the period 3
Other changes in fair value (2) 12
Fair value of contracts outstanding at the end of the period $ 7 8 2

Unrealized losses of approximately $1 million will be reversed over the next three months as the transactions are realized.
The following table segregates the net fair value of trading commodity derivative contracts at March 31, 2011, based on

whether the fair value was determined by prices quoted in active markets for identical instruments or other more subjective
means.

Net Asset (Liability)

Maturity Maturity
Less Than Maturity Maturity in Excess Total Fair
1 Year 1-3 Years 4-5 Years of 5 Years Value
Source of Fair Value
Prices based on significant other observable inputs $ 5 % 2 3 2 $ 9
Prices based on significant unobservable inputs 2) @)
Fair value of contracts outstanding at the end of the period 3 3 8 2 % 2 $ 7

VaR Models

A VaR model is utilized to measure commodity price risk in domestic gross energy margins for the non-trading and trading
portfolios. VaR is a statistical model that attempts to estimate the value of potential loss over a given holding period under
normal market conditions at a given confidence level. VaR is calculated using a Monte Carlo simulation technique based on
a five-day holding period at a 95% confidence level. Given the company's conservative hedging program, the non-trading
VaR exposure is expected to be limited in the short-term. The VaR for portfolios using end-of-month results for the period
was as follows:

Trading VaR Non-Trading VaR
March 31, December 31, March 31, December 31,
2011 2010 2011 2010
95% Confidence Level, Five-Day Holding Period
Period End $ 293 1§ 5 8 5
Average for the Period 1 4 5 7
High 2 9 5 12
Low 1 1 5 4

The trading portfolio includes all speculative positions, regardless of the delivery period. All positions not considered
speculative are considered non-trading. The non-trading portfolio includes the entire portfolio, including generation, with
delivery periods through the next 12 months. Both the trading and non-trading VaR computations exclude FTRs due to the
absence of reliable spot and forward markets. The fair value of the non-trading and trading FTR positions was insignificant
at March 31, 2011.
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Interest Rate Risk

PPL. and its subsidiaries have issued debt to finance their operations, which exposes them to interest rate risk. PPL utilizes
various financial derivative instruments to adjust the mix of fixed and floating interest rates in its debt portfolio, adjust the
duration of its debt portfolio and lock in benchmark interest rates in anticipation of future financing, when appropriate. Risk
limits under the risk management program are designed to balance risk exposure to volatility in interest expense and changes
in the fair value of PPL's debt portfolio due to changes in the absolute level of interest rates.

At March 31, 2011, PPL's potential annual exposure to increased interest expense, based on a 10% increase in interest rates,
was not significant.

PPL is also exposed Lo changes in the fair value of its domestic and international debt portfolios. PPL. estimated that a 10%
decrease in interest rates at March 31, 2011, would increase the fair value of its debt portfolio by $413 million.

At March 31, 2011, PPL had the following interest rate hedges outstanding:

Effect of a
Fair Value, 10% Adverse
Exposure Net - Asset Movement
Hedged (Liability) (a) in Rates (b)
Cash flow hedges
Interest rate swaps (c) $ 250§ M $ (9)
Cross-currency swaps (d) 302 9 (19)
Fair value hedges
Interest rate swaps (e) 349 15 3)
Economic hedges
Interest rate swaps (c) 179 (32) (5)

(a) Includes accrued interest, if applicable.

(b) Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an asset becoming a liability.

(¢) PPL. utilizes various risk management instruments to reduce its exposure to the expected future cash flow variability of its debt instruments. These
risks include exposure to adverse interest rate movements for outstanding variable rate debt and for future anticipated financing. While PPL is exposed
to changes in the fair value of these instruments, any changes in the fair value of such cash flow hedges are recorded in equity and any changes in the
fair value of such economic hedges are recorded in regulatory assets and liabilities. The changes in fair value of these instruments are then reclassified
into earnings in the same period during which the item being hedged affects earnings. Sensitivities represent a 10% adverse movement in interest rates.

(d) PPL WW Holdings uses cross-currency swaps to hedge the interest payments and principal of its U.S. dollar-denominated senior notes with maturity
dates ranging from December 2017 to December 2028. While PPL is exposed to changes in the fair value of these instruments, any change in the fair
value of these instruments is recorded in equity and reclassified into earnings in the same period during which the item being hedged affects earnings.
Sensitivities represent a 10% adverse movement in both interest rates and foreign currency exchange rates.

(e) PPL utilizes various risk management instruments to adjust the mix of fixed and floating interest rates in its debt portfolio. The change in fair value of
these instruments, as well as the offsetting change in the value of the hedged exposure of the debt, is reflected in earnings. Sensitivities represent a
10% adverse movement in interest rates.

Foreign Currency Risk

PPL. is exposed to foreign currency risk, primarily through investments in UK. affiliates. In addition, PPL's domestic
operations may make purchases of equipment in currencies other than U.S. doliars.

PPL. has adopted a foreign currency risk management program designed to hedge certain foreign currency exposures,
including firm commitments, recognized assets or liabilities, anticipated transactions and net investments. In addition, PPL
enters into financial instruments to protect against foreign currency translation risk of expected earnings.

At March 31, 2011, PPL had the following foreign currency hedges outstanding:

Effect of a
10%
Adverse
Movement
in Foreign
Fair Value, Currency
Exposure Net - Asset Exchange
Hedged (Liability) Rates (a)

Net investment hedges (b) £ 10 % $ )
Economic hedges
Earnings translation (c) 132 2 17
Bridge Facility repayment (d) 2,075 (@) (333)
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(a) Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an asset becoming a liability.

(b) To protect the value of a portion of its net investment in WPD, PPL executes forward contracts to sell GBP.

(c) Toeconomically hedge the translation of expected income denominated in GBP to U.S, dollars, PPL enters into a combination of average rate forwards
and average rate options to sell GBP. The forwards and options outstanding at March 31, 2011, have termination dates ranging from April 2011
through December 2011

(d) To economically hedge the foreign currency exchange rate risk related to the repayment of the GBP-denominated borrowings under the Bridge Facility
with proceeds received from the issuance of PPL common stock and the 2011 Equity Units by PPL and U.S. dollar-denominated senior notes by PPL
WEM. PPL executed {orward contracts to purchase GBP. These trades were settled in April 2011,

NDT Funds - Securities Price Risk

In connection with certain NRC requirements, PPL Susquehanna maintains trust funds to fund certain costs of
decommissioning the Susquehanna nuclear plant. At March 31, 2011, these funds were invested primarily in domestic equity
securities and fixed-rate, fixed-income securities and are reflected at fair value on PPL's Balance Sheet. The mix of securities
is designed to provide returns sufficient to fund Susquehanna's decommissioning and to compensate for inflationary increases
in decommissioning costs. However, the equity securities included in the trusts are exposed to price fluctuation in equity
markets, and the values of fixed-rate, fixed-income securities are exposed to changes in interest rates. PPL actively monitors
the investment performance and periodically reviews asset allocation in accordance with its NDT policy statement. At
March 31, 2011, a hypothetical 10% increase in interest rates and a 10% decrease in equity prices would have resulted in an
estimated $47 million reduction in the fair value of the trust assets. See Notes 13 and 17 to the Financial Statements for
additional information regarding the NDT funds.

Credit Risk

See Notes 13 and 14 to the Financial Statements in this Form 10-Q and "Risk Management - Energy Marketing & Trading
and Other - Credit Risk" in PPL's 2010 Form 10-K for additional information.

Foreign Currency Translation

During 2011 and 2010, the GBP fluctuated in relation to the U.S. dollar. Changes in these exchange rates resulted in a
foreign currency translation gain of $67 million for the three months ended March 31, 2011, which primarily reflected a $158
million increase to PP&E offset by an increase of $91 million to net liabilities. Changes in these exchange rates resulted in a
foreign currency translation loss of $96 million for the three months ended March 31, 2010, which primarily reflected a $255

million reduction to PP&E offset by a reduction of $159 million to net liabilities. These adjustments resulting from
translation are recorded in AQCI.

Related Party Transactions
PPL is not aware of any material ownership interests or operating responsibility by senior management of PPL, PPL Energy

Supply or PPL Electric in outside partnerships, including leasing transactions with variable interest entities, or other entities
doing business with PPL. See Note 11 to the Financial Statements for additional information on related party transactions.

Acquisitions, Development and Divestitures
See Note 18 to the Financial Statements for information on PPL's April 2011 acquisition of Central Networks.

See Notes 1 and 10 to the Financial Statements in PPL's 2010 Form 10-K for information on PPL's November 2010
acquisition of LKE.

Development projects are continuously reexamined based on market conditions and other factors to determine whether to
proceed with the projects, sell, cancel or expand them, execute tolling agreements or pursue other options.

See Note 8 to the Financial Statements for additional information on the more significant activities.

Environmental Matters

See "Item 1. Business - Environmental Matters” in PPL's 2010 Form 10-K and Note 10 to the Financial Statements for a
discussion of environmental matters.
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Application of Critical Accounting Policies

Financial condition and results of operations are impacted by the methods, assumptions and estimates used in the application
of critical accounting policies. The following accounting policies are particularly important to the financial condition or
results of operations, and require estimates or other judgments of matters inherently uncertain: price risk management,
defined benefits, asset impairment, loss accruals, AROs, income taxes, regulatory assets and liabilities and business
combinations - purchase price allocation. See "Item 7. Management's Discussion and Analysis of Financial Condition and
Results of Operations,” in PPL's 2010 Form 10-K for a discussion of each critical accounting policy.
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PPL ENERGY SUPPLY, LLC AND SUBSIDIARIES

item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

Overview

The following information should be read in conjunction with PPL Energy Supply's Condensed Consolidated Financial
Statements and the accompanying Notes and with PPL Energy Supply's 2010 Form 10-K. Terms and abbreviations are
explained in the glossary. Dollars are in millions unless otherwise noted.

PPL Energy Supply is an energy company with headquarters in Allentown, Pennsylvania. Through December 31, 2010, PPL
Energy Supply had two reportable segments — International Regulated and Supply. However, in January 2011, PPL Energy
Supply distributed its 100% membership interest in PPL Global to its parent, PPL Energy Funding, to better align PPL's
organizational structure with the manner in which it manages its businesses and reports segment information in its
consolidated financial statements. As a result, effective January 1, 2011, PPL Energy Supply operates in a single business
segment and through its subsidiaries is primarily engaged in the generation and marketing of electricity in the northeastern
and northwestern U.S. The 2010 operating results of the International Regulated segment have been reclassified to
Discontinued Operations on the Statement of Income. See Note 8 to the Financial Statements for additional information on
the January 2011 distribution. Refer to "Item 1. Business - Background” in PPL Energy Supply's 2010 Form 10-K for
descriptions of its reportable segments. See "Item 7. Management's Discussion and Analysis of Financial Condition and
Results of Operations - Overview" in PPL Energy Supply's 2010 Form 10-K for a discussion of PPL Energy Supply's
strategy and the risks and challenges that it faces in its businesses. See "Forward-Looking Information,” Note 10 to the
Financial Statements and the remainder of Item 2 in this Form 10-Q, and "Item 1A. Risk Factors" and the rest of Item 7 in
PPL Energy Supply's 2010 Form 10-K for more information concerning the material risks and uncertainties that PPL Energy
Supply faces in its businesses and with respect to its future earnings and cash flows.

Results of Operations

The following discussion begins with a summary of PPL Energy Supply's earnings and continues with a description of key
factors that are expected to impact future earnings. This section ends with "Statement of Income Analysis,” which includes
explanations of significant changes in principal items on PPL Energy Supply's Statements of Income, comparing the three
months ended March 31, 2011, with the same period in 2010.

The results for interim periods can be disproportionately influenced by various factors and developments and by seasonal
variations, and as such, the results of operations for interim periods do not necessarily indicate results or trends for the year or
for future operating results.

Earnings
Three Months Ended March 31,
2011 2010
Net Income Attributable to PPL Energy Supply $ 214§ 200

The changes in Net Income Attributable to PPL Energy Supply from period to period were, in part, due to several items that
management considers special. Details of these special items are provided below.

The after-tax change in Net Income Attributable to PPL Energy Supply between these periods was due to the following
factors.

U.S. non-trading margins $ (42)
Other operation and maintenance 3
Other income (expense) - net 5
Income taxes and other (6)
Discontinued operations, excluding special items and certain revenues and expenses included in margins (a) (64)
Special items M8
Total $ 14

(a) 2010 includes the Discontinued Operations of PPL Global. See Note 8 to the Financial Statements for additional information.

e  See "Unregulated Gross Energy Margins By Region" in the "Statement of Income Analysis" section for an explanation
of margins.
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o  Lower other operation and maintenance expenses primarily due to the timing of the Susquehanna refueling outage,
partially offset by higher outage costs at fossil/hydro plants.

e  Higher other income (expense) — net due to realized earnings on securities in the NDT funds.
o Income taxes reflect the impact of increasing valuation allowances on Pennsylvania net operating loss carryforwards
related to the effect of 100% bonus depreciation on future projected Pennsylvania taxable income and differences in

effective tax rates.

The following after-tax amounts, which management considers special ilems, also impacted earnings.

Three Months Ended March 31,

2011 2010

Adjusted energy-related economic activity, net (a) $ 17 % (65)
Sales of assets:

Non-core generation facilities (Note 8) (N
Impairments:

Emission allowances (Note 13) (@) 2)

Adjustments - NDT investments (b) 1

RECs (Note 13) (2)
Other:

Montana hydroelectric litigation (Note 10) (32)

Health Care Reform - tax impact (Note 9) (5)
Total $ 14 3 (104)

(a) See "Reconciliation of Economic Activity" below.
(b) Represents the reversal of previous other-than-temporary impairment charges when securities previously impaired were sold.

Reconciliation of Economic Activity
The following table reconciles unrealized pre-tax gains (losses) from the table within "Commodity Price Risk (Non-trading) -

Economic Activity" in Note 14 to the Financial Statements to the special item identified as "Adjusted energy-related
economic activity, net.”

Three Months Ended March 31,

2011 2010

Operating Revenues

Unregulated retail electric and gas $ 4 $ 10

Wholesale energy marketing 57 424
Operating Expenses

Fuel 23 5

Energy Purchases 18 (563)
Energy-related economic activity (a) 102 (124)
Option premiums (b) 5 14
Adjusted energy-related economic activity 107 (110)
Less: Economic activity now realized, associated with the monetization of certain

full-requirement sales contracts in 2010 78

Adjusted energy-related economic activity, net, pre-tax $ 29 % (110)
Adjusted energy-related economic activity, net, after-tax $ 17 % (65)

(2) The components of this item are from the table within "Commodity Price Risk (Non-trading) - Economic Activity" in Note 14 to the Financial
Statements.

(b) Adjustment for the net deferral and amortization of option premiums over the delivery period of the item that was hedged or upon realization. After-
tax gains for the three months ended March 31, 2011 and 2010 were $3 million and $8 million.

Outlook

Excluding special items, in 2011 compared to 2010, energy margins are expected to be lower driven by lower Eastern energy
and capacity prices, higher average fuel costs and outages related to turbine blade inspections/replacements at the
Susquehanna nuclear station, as well as higher income taxes and higher operation and maintenance expense.

Unit 2 at PPL's Susquehanna nuclear plant is currently in a scheduled outage for refueling and generation uprate. In
connection with this outage, a planned inspection of the Unit 2 turbine revealed defects in certain of its low pressure turbine
blades. Replacement of these blades is required but was not anticipated as part of the original scope of this outage. The
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necessary repair work is expected to extend the Unit 2 outage by approximately four to six weeks. As a precaution, PPL
likely will also take Unit 1 out of service in the coming weeks to perform similar turbine blade inspections. No specific dates
or timetable for that inspection have been established, and may be determined in part by the results of the inspection and
repairs at Unit 2. There is no current expectation that repairs will be required at Unit 1. PPL's current estimate of the after-
tax financial impact related to these outages is between $20 million and $30 million. There can be no assurance that
additional repairs at Unit 2 or Unit 1 will not be required, or that the length of the current outage will not exceed the extended
timeframe referred to above.

Earnings in 2011 are subject to various risks and uncertainties. See "Forward-Looking Information,” the rest of this Item 2

and Note 10 to the Financial Statements in this Form 10-Q and "ltem 1. Business," and "Item 1 A. Risk Factors" in PPL
Energy Supply's 2010 Form 10-K for a discussion of the risks, uncertainties and factors that may impact future earnings.

Statement of Income Analysis --
Unregulated Gross Energy Margins

Non-GAAP Financial Measure

The following discussion includes financial information prepared in accordance with GAAP, as well as a non-GAAP
financial measure, "Unregulated Gross Energy Margins.” "Unregulated Gross Energy Margins" is a single financial
performance measure of PPL Energy Supply's competitive energy non-trading and trading activities. In calculating this
measure, the Supply segment's energy revenues are offset by the cost of fuel and energy purchases, and adjusted for other
related items. This performance measure is relevant to PPL Energy Supply due to the volatility in the individual revenue and
expense lines on the Statements of Income that comprise "Unregulated Gross Energy Margins." This volatility stems from a
number of factors, including the required netting of certain transactions with ISOs and significant swings in unrealized gains
and losses. Such factors could result in gains or losses being recorded in either "Wholesale energy marketing” or "Energy
purchases" on the Statements of Income. In addition, PPL Energy Supply excludes from "Unregulated Gross Energy
Margins” energy-related economic activity, which includes the changes in fair value of positions used to economically hedge
a portion of the economic value of PPL Energy Supply's competitive generation assets, full-requirement sales contracts and
retail activities. This economic value is subject to changes in fair value due to market price volatility of the input and output
commodities (e.g., fuel and power) prior to the delivery period that was hedged. Also included in this energy-related
economic activity is the ineffective portion of qualifying cash flow hedges, the monetization of certain full-requirement sales
contracts and premium amortization associated with options. This economic activity is deferred, with the exception of the
full-requirement sales contracts that were monetized, and included in unregulated gross energy margins over the delivery
period that was hedged or upon realization. PPL Energy Supply believes that "Unregulated Gross Energy Margins" provides
another criterion to make investment decisions. This performance measure is used, in conjunction with other information,
internally by senior management and the Board of Directors of PPL to manage its competitive energy non-trading and trading
activities. PPL's management also uses "Unregulated Gross Energy Margins" in measuring certain PPL corporate
performance goals used in determining variable compensation.

This measure is not intended to replace "Operating Income,” which is determined in accordance with GAAP, as an indicator
of overall operating performance. Other companies may use different measures to analyze and to report on the results of their
operations. The following table reconciles "Operating Income" to "Unregulated Gross Energy Margins” as defined by PPL
Energy Supply.

Three Months Ended March 31,

2011 2010

Operating Income (a) $ 384 % 253
Adjustments:

Energy-related businesses, net (b) (2)

Other operation and maintenance (a) 245 298

Depreciation (a) 59 57

Taxes, other than income (a) 16 11

Revenue adjustments (c) (58) (4135)

Expense adjustments (c) 27 539
Unregulated gross energy margins $ 671 § 743

(a) Asreported on the Statements of Income.
(b) Amount represents the net of "Energy-related businesses” revenue and expense as reported on the Statements of Income.
(c) The components of these adjustments are detailed in the table below.
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The following table provides the income statement line items and other adjustments that comprise unregulated gross energy
margins.

Three Months Ended March 31,

2011 2010 Change
Revenue
Wholesale energy marketing (a) ) 1,095 % 1,783  § (688)
Wholesale encrgy marketing to affiliate (a) 6 115 (109)
Unregulated retail electric and gas (a) 147 104 43
Net energy trading margins (a) 11 11
Revenue adjustments (b)
Exclude impact from energy-related economic activity (c) (77 (447) 370
Include gains from sale of emission allowances/RECs (d) 1 (€))
Include revenue from certain discontinued operations (e) 19 31 (12)
Total revenue adjustments (58) 415) 357
1,201 1,598 (397)
Expense
Fuel (a) 260 230 30
Energy purchases (a) 296 1,163 (867)
Energy purchases from affiliate (a) 1 i
Expense adjustments (b)
Exclude impact from energy-related economic activity (f) (48) (557) 509
Include expenses from certain discontinued operations (g) 7 6 1
Include ancillary charges (d) 4 7 3)
Include gross receipts tax (h) 7 3 4
Other 3 2 1
Total expense adjustments (27) (53% 512
530 855 (325)
Unregulated gross energy margins 3 671 § 743 % (72)

(a) As reported on the Statements of Income.

(b) To include/exclude the impact of any revenues and expenses consistent with the way management reviews unregulated gross energy margins
internally.

(c) See "Commodity Price Risk (Non-trading) -~ Economic Activity" in Note 14 to the Financial Statements for additional information. In addition, the
three months ended March 31, 2011 and 2010 includes pre-tax gains of $6 million and of $13 million related to the amortization of option premiums,
and in 2011 a realized gain of $10 million related to the monetization of certain full-requirement sales contracts. These amounts are reflected in
"Wholesale energy marketing — Realized" on the Statement of Income.

(d) Included in "Other operation and maintenance” on the Statements of Income.

(e) Represents the operating revenues associated with certain Supply segment businesses classified as discontinued operations. See Note 8 to the Financial
Statements for additional information.

(f) See "Commodity Price Risk (Non-trading) ~ Economic Activity" in Note 14 to the Financial Statements for additional information. In addition, the
three months ended March 31, 2011 and 2010 include a pre-tax loss of $1 million and a pre-tax gain of $1 million related to the amortization of option
premiums, and in 2011 a realized loss of $88 million related to the monetization of certain full-requirement sales contracts. These amounts are
reflected in "Energy purchases - Realized" on the Statement of Income.

(2) Represents fuel costs and energy purchases associated with certain Supply segment businesses classified as discontinued operations. See Note 8 to the
Financial Statements for additional information.

(h) Included in "Taxes, other than income” on the Statement of Income.

Unregulated Gross Energy Margins By Region

Unregulated gross energy margins are generated through non-trading and trading activities. The non-trading energy business
is managed on a geographic basis that is aligned with its generation assets.

Three Months Ended March 31,

2011 2010 Change
Non-trading:
Eastern U.S. (a) $ 578 % 649 § an
Western U S. 82 83 [¢))
Net energy trading 11 11
Unregulated gross energy margins ' $ 671 % 743 % (72)

(a) Change primarily due to lower pricing (including lower PJM basis and FTR values) and higher supply costs from the generation fleet.
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Other Operation and Maintenance

The change in other operation and maintenance expense was due to:

Montana hydroelectric litigation (Note 10)

Qutage costs at Susquehanna nuclear plant (a)

Outage and other costs at fossil/hydroelectric plants (b)
Other

Total

(a)  Primarily due to the timing of the refueling outage.
(b)  Primarily due to the timing of a planned maintenance outage

Taxes, Other Than income

Three Months Ended
March 31, 2011 vs. March 31, 2010
$ “n

21

8

3)

$ (53)

Taxes, other than income increased by $5 million for the three months ended March 31, 2011, compared with the same
period in 2010, primarily due to higher Pennsylvania gross receipts tax expense due to an increase in electricity revenues as
customers continue to select alternative suppliers in 2011. This tax is included in "Unregulated Gross Energy Margins"

above.

Other Income (Expense) - net

See Note 12 to the Financial Statements for details.

Interest Expense

The change in interest expense was due to:

Capitalized interest

Montana hydroelectric litigation (Note 10)
Interest on debt, primarily short-term
Total

Income Taxes

The change in income taxes was due to:

Higher pre-tax book income

State valuation allowance adjustments
Domestic manufacturing deduction
Health Care Reform

Other

Total

See Note 5 to the Financial Statements for additional information on income taxes.

Discontinued Operations

Three Months Ended
March 31, 2011 vs. March 31, 2010
$ 4)

(6)
—_ 4
$ (6)
Three Months Ended
March 31, 2011 vs. March 31, 2010
$ 60
6
4

(5)

. ®
$ 60

See "Discontinued Operations" in Note 8 to the Financial Statements for information related to the sale of certain non-core
generation facilities in 2011 and the sale of the Long Island generation business in 2010, as well as the presentation of PPL
Global as Discontinued Operations as a result of the January 2011 distribution by PPL Energy Supply of its membership

interest in PPL Global to its parent, PPL Energy Funding.
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Financial Condition

Liquidity and Capital Resources

PPL Energy Supply had the following at:

March 31, 2011 December 31, 2010
Cash and cash equivalents $ 583 % 661
Short-term debt $ 700§ 531

The $78 million decrease in PPL, Energy Supply's cash and cash equivalents position was primarily the net result of:

a net increase of $458 million in notes receivable from affiliates;

a distribution of $325 million of cash included in net assets of PPL, Global distributed to Member;

$127 million of capital expenditures;

other distributions to Member of $81 million;

proceeds of $381 million from the sale of certain non-core generation facilities;

a net increase in short-term debt of $350 million (excluding short-term debt of PPL. Global that existed at December 31,
2010; and

e  $202 million of cash provided by operating activities.

PPL. Energy Supply's cash provided by operating activities decreased by $759 million for the three months ended March 31,
2011, compared with the same period in 2010, primarily due to increased defined benefit plan contributions, changes in
working capital (mainly due to changes in counterparty collateral requirements) and PPL. Global no longer being a subsidiary
of PPL Energy Supply. In January 2011, PPL Energy Supply distributed its membership interest in PPL, Global to its parent,
PPL Energy Funding. See Note 8 to the Financial Statements for additional information.

Credit Facilities

At March 31, 2011, PPL Energy Supply's total committed borrowing capacity under its credit facilities and the use of this
borrowing capacity were:

Letters of
Committed Credit Unused
Capacity Borrowed Issued (a) Capacity
Syndicated Credit Facility (a) $ 3,000 $ 700 % 145 § 2,155
3-year Bilateral Credit Facility 200 n/a 102 98
Total PPL Energy Supply Credit Facilities (b) $ 3200 % 700§ 247 8 2,253

(a) Outstanding borrowings under this facility increased on a net basis by $350 million since December 31, 2010.

(b) In March 2011, PPL Energy Supply's $300 million 5-year Structured Credit Facility expired. PPL Energy Supply's obligations under this facility were
supported by a $300 million letter of credit issued on PPL, Energy Supply's behalf under a separate, but related $300 million five-year credit agreement,
which also expired in 2011.

The commitments under PPL Energy Supply's credit facilities are provided by a diverse bank group, with no one bank and its affiliates providing an
aggregate commitment of more than 11% of the total committed capacity.

See Note 7 to the Financial Statements for further discussion of PPL Energy Supply's credit facilities.

Rating Agency Decisions

Moody's, S&P and Fitch periodically review the credit ratings on the debt securities of PPL Energy Supply and its
subsidiaries. Based on their respective independent reviews, the rating agencies may make certain ratings revisions or ratings
affirmations.

A credit rating reflects an assessment by the rating agency of the creditworthiness associated with an issuer and particular
securities that it issues. The credit ratings of PPL. Energy Supply and its subsidiaries are based on information provided by
PPL Energy Supply and other sources. The ratings of Moody's, S&P and Fitch are not a recommendation to buy, sell or hold
any securities of PPL. Energy Supply or its subsidiaries. Such ratings may be subject to revisions or withdrawal by the
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agencies at any time and should be evaluated independently of each other and any other rating that may be assigned to the
securities. A downgrade in PPL Energy Supply's or its subsidiaries' credit ratings could result in higher borrowing costs and
reduced access to capital markets.

In prior periodic reports, PPL Energy Supply described its then-current credit ratings in connection with, and to facilitate, an
understanding of its liquidity position. As a result of the passage of the Dodd-Frank Act and the attendant uncertainties
relating to the extent to which issuers of non-asset backed securities may disclose credit ratings without being required to
obtain rating agency consent to the inclusion of such disclosure, or incorporation by reference of such disclosure, in a
registrant's registration statement or section 10(a) prospectus, PPL Energy Supply is limiting its credit rating disclosure to a
description of the actions taken by the rating agencies with respect to PPL Energy Supply's ratings, but without stating what
ratings have been assigned to PPL Energy Supply or its subsidiaries, or their securities. The ratings assigned by the rating
agencies to PPL Energy Supply and its subsidiaries and their respective securities may be found, without charge, on each of
the respective ratings agencies' websites, which ratings together with all other information contained on such rating agency
websites is, hereby, explicitly not incorporated by reference in this report.

Following the announcement of PPL's then-pending acquisition of Central Networks in March 2011, the rating agencies took
the following actions:

e Moody's affirmed its ratings for PPL Energy Supply;
o  S&P revised the outlook and lowered the issuer and senior unsecured ratings of PPL Energy Supply; and
e  Fitch affirmed its ratings for PPL Energy Supply.

In April 2011, following the completion of PPL's acquisition of Central Networks, S&P revised the outlook and affirmed its
ratings for PPL. Energy Supply.

Ratings Triggers

PPL Energy Supply and its subsidiaries have various derivative and non-derivative contracts, including contracts for the sale
and purchase of electricity and fuel, commodity transportation and storage, tolling agreements and interest rate instruments,
which contain provisions requiring PPL Energy Supply and its subsidiaries to post additional collateral, or permitting the
counterparty to terminate the contract, if PPL Energy Supply or its subsidiaries' credit rating were to fall below investment
grade. See Note 14 to the Financial Statements for a discussion of "Credit Risk-Related Contingent Features,” including a
discussion of the potential additional collateral that would have been required for derivative contracts in a net liability
position at March 31, 2011. At March 31, 2011, if PPL Energy Supply's or its subsidiaries' credit rating had been below
investment grade, the maximum amount that PPL Energy Supply would have been required to post as additional collateral to
counterparties was $367 million for both derivative and non-derivative commodity and commodity-related contracts used in
its generation, marketing and trading operations and interest rate contracts.

For additional information on PPL Energy Supply's liquidity and capital resources, see "Item 7. Management's Discussion
and Analysis of Financial Condition and Results of Operations," in PPL Energy Supply's 2010 Form 10-K.

Risk Management - Energy Marketing & Trading and Other
Market Risk

See Notes 13 and 14 to the Financial Statements for information about PPL Energy Supply's risk management objectives,
valuation techniques and accounting designations.

The forward-looking information presented below provides estimates of what may occur in the future, assuming certain
adverse market conditions and model assumptions. Actual future results may differ materially from those presented. These
disclosures are not precise indicators of expected future losses, but only indicators of possible losses under normal market
conditions at a given confidence level.

Commodity Price Risk (Non-trading)

PPL Energy Supply segregates its non-trading activities into two categories: hedge activity and economic activity.
Transactions that are accounted for as hedge activity qualify for hedge accounting treatment. The economic activity category
includes transactions that address a specific risk, but were not eligible for hedge accounting or for which hedge accounting
was not elected. This activity includes the changes in fair value of positions used to hedge a portion of the economic value of
PPL Energy Supply's generation assets, full-requirement sales contracts and retail activities. This economic activity is
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subject to changes in fair value due to market price volatility of the input and output commodities (e.g., fuel and power).
Although they do not receive hedge accounting treatment, these transactions are considered non-trading activity. The net fair
value of economic positions at March 31, 2011 and December 31, 2010 was a net liability of $276 million and $389 million.
See Note 14 to the Financial Statements for additional information on economic activity.

To hedge the impact of market price volatility on PPL. Energy Supply's energy-related assets, liabilities and other contractual
arrangements, PPL Energy Supply both sells and purchases physical energy at the wholesale level under FERC market-based
tariffs throughout the 1.S. and enters into financial exchange-traded and over-the-counter contracts. PPL Energy Supply's
non-trading commodity derivative contracls mature at various times through 2017.

The following table sets forth the changes in net fair value of PPL Energy Supply's non-trading commodity derivative
contracts. See Notes 13 and 14 1o the Financial Statements for additional information.

Gains (Losses)
Three Months Ended March 31,

2011 2010
Fair value of contracts outstanding at the beginning of the period $ 958 $ 1,280
Contracts realized or otherwise settled during the period (52) (126)
Fair value of new contracts entered into during the period a7 18
Other changes in fair value 109 554
Fair value of contracts outstanding at the end of the period $ 998 § 1,726

The following table segregates the net fair value of PPL. Energy Supply's non-trading commodity derivative contracts at
March 31, 2011, based on whether the fair value was determined by prices quoted in active markets for identical instruments
or other more subjective means.

Net Asset (Liability)

Maturity Maturity
Less Than Maturity Maturity in Excess Total Fair
1 Year 1-3 Years 4-5 Years of 5 Years Value
Source of Fair Value
Prices based on significant other observable inputs $ 463 490 11 $ 964
Prices based on significant unobservable inputs 4 (14) 10 34 34
Fair value of contracts outstanding at the end of the period $ 467 $ 476§ 21§ 34 3 998

PPL Energy Supply sells electricity, capacity and related services and buys fuel on a forward basis to hedge the value of
energy from its generation assets. If PPL Energy Supply were unable to deliver firm capacity and energy or to accept the
delivery of fuel under its agreements, under certain circumstances it could be required to pay liquidating damages. These
damages would be based on the difference between the market price and the contract price of the commodity. Depending on
price changes in the wholesale energy markets, such damages could be significant. Extreme weather conditions, unplanned
power plant outages, transmission disruptions, nonperformance by counterparties (or their own counterparties) with which it
has energy contracts and other factors could affect PPL Energy Supply's ability to meet its obligations, or cause significant
increases in the market price of replacement energy. Although PPL. Energy Supply attempts to mitigate these risks, there can
be no assurance that it will be able to fully meet its firm obligations, that it will not be required to pay damages for failure to
perform, or that it will not experience counterparty nonperformance in the future.

Commodity Price Risk (Trading)

PPL Energy Supply's trading contracts mature at various times through 2015. The following table sets forth changes in the
net fair value of PPL, Energy Supply's trading commaodity derivative contracts. See Notes 13 and 14 to the Financial
Statements for additional information.

Gains (Losses)
Three Months Ended March 31,

2011 2010
Fair value of contracts outstanding at the beginning of the period $ 4 % (6)
Contracts realized or otherwise settled during the period 2 4
Fair value of new contracts entered into during the period 3
Other changes in fair value (2) 12
Fair value of contracts outstanding at the end of the period $ 7 % 2

102



Unrealized losses of approximately $1 million will be reversed over the next three months as the transactions are realized.
The following table segregates the net fair value of trading commodity derivative contracts at March 31, 2011, based on

whether the fair value was determined by prices quoted in active markets for identical instruments or other more subjective
means.

Net Asset (Liability)

Maturity Maturity
Less Than Maturity Matuarity in Excess Total Fair
1 Year 1-3 Years 4-5 Years of 5 Years Value
Source of Fair Value
Prices based on significant other observable inputs $ 5 8 28 2 $ 9
Prices based on significant unobservable inputs (2) (2)
Fair value of contracts outstanding at the end of the period $ 3 8 2 8 2 $ 7

VaR Models

A VaR model is utilized to measure commodity price risk in domestic gross energy margins for the non-trading and trading
portfolios. VaR is a statistical model that attempts to estimate the value of potential loss over a given holding period under
normal market conditions at a given confidence level. VaR is calculated using a Monte Carlo simulation technique based on
a five-day holding period at a 95% confidence level. Given the company's conservative hedging program, the non-trading
VaR exposure is expected to be limited in the short-term. The VaR for portfolios using end-of-month results for the period
was as follows:

Trading VaR Non-Trading VaR
March 31, December 31, March 31, December 31,
2011 2010 2011 2010
95% Confidence Level, Five-Day Holding Period
Period End $ 28 1 8 5 % 5
Average for the Period 1 4 5 7
High 2 9 5 12
Low 1 1 5 4

The trading portfolio includes all speculative positions, regardless of the delivery period. All positions not considered
speculative are considered non-trading. The non-trading portfolio includes the entire portfolio, including generation, with
delivery periods through the next 12 months. Both the trading and non-trading VaR computations exclude FTRs due to the
absence of reliable spot and forward markets. The fair value of the non-trading and trading FTR positions was insignificant
at March 31, 2011.

Interest Rate Risk

PPL Energy Supply and its subsidiaries have issued debt to finance their operations, which exposes them to interest rate risk.
PPL and PPL Energy Supply utilize various financial derivative instruments to adjust the mix of fixed and floating interest
rates in PPL Energy Supply's debt portfolio, adjust the duration of its debt portfolio and lock in benchmark interest rates in
anticipation of future financing, when appropriate. Risk limits under the risk management program are designed to balance
risk exposure to volatility in interest expense and changes in the fair value of PPL Energy Supply's debt portfolio due to
changes in the absolute level of interest rates. PPL Energy Supply had no interest rate hedges outstanding in March 31, 2011.

At March 31, 2011, PPL Energy Supply's potential annual exposure to increased interest expense, based on a 10% increase in
interest rates, was not significant.

PPL Energy Supply is also exposed to changes in the fair value of its debt portfolio. PPL Energy Supply estimated that a
10% decrease in interest rates at March 31, 2011 would increase the fair value of its debt portfolio by $47 million.

NDT Funds - Securities Price Risk

In connection with certain NRC requirements, PPL Susquehanna maintains trust funds to fund certain costs of
decommissioning the Susquehanna nuclear plant. At March 31, 2011, these funds were invested primarily in domestic equity
securities and fixed-rate, fixed-income securities and are reflected at fair value on PPL Energy Supply's Balance Sheet. The
mix of securities is designed to provide returns sufficient to fund Susquehanna's decommissioning and to compensate for
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inflationary increases in decommissioning costs. However, the equity securities included in the trusts are exposed to price
fluctuation in equity markets, and the values of fixed-rate, fixed-income securities are primarily exposed to changes in
interest rates. PPL. actively monitors the investment performance and periodically reviews asset allocation in accordance
with its NDT policy statement. At March 31, 2011, a hypothetical 10% increase in interest rates and a 10% decrease in
equity prices would have resulted in an estimated $47 million reduction in the fair value of the trust assets. See Notes 13 and
17 to the Financial Statements for additional information regarding the NDT funds.

Credit Risk

See Notes 11, 13 and 14 to the Financial Statements in this Form 10-Q and "Risk Management - Energy Marketing &
Trading and Other - Credit Risk" in PPL Energy Supply's 2010 Form 10-K for additional information.

Foreign Currency Translation

As noted previously, in January 2011, PPL Energy Supply distributed its interest in PPL. Global to its parent, PPL. Energy
Funding. As a result, PPL Energy Supply no longer consolidates any foreign subsidiaries and has no foreign currency
translation component within AOCL. In 2010, the British pound sterling weakened in relation to the U.S. dollar. Changes in
these exchange rates resulted in a foreign currency translation loss of $96 million for the three months ended March 31, 2010,
which primarily reflected a $255 million reduction to PP&E offset by a reduction of $159 million to net liabilities.

Related Party Transactions
PPL Energy Supply is not aware of any material ownership interests or operating responsibility by senior management of
PPL. Energy Supply in outside partnerships, including leasing transactions with variable interest entities, or other entities

doing business with PPL Energy Supply. See Note 11 to the Financial Statements for additional information on related party
transactions.

Acquisitions, Development and Divestitures
Development projects are continuously reexamined based on market conditions and other factors to determine whether to

proceed with the projects, sell, cancel or expand them, execute tolling agreements or pursue other options. See Note 8 to the
Financial Statements for information on the more significant activities.

Environmental Matters

See "Item 1. Business - Environmental Matters" in PPL Energy Supply's 2010 Form 10-K and Note 10 to the Financial
Statements for a discussion of environmental matters.

Application of Critical Accounting Policies

Financial condition and results of operations are impacted by the methods, assumptions and estimates used in the application
of critical accounting policies. The following accounting policies are particularly important to the financial condition or
results of operations, and require estimates or other judgments of matters inherently uncertain: price risk management,
defined benefits, asset impairment, loss accruals, AROs and income taxes. See "Item 7. Management's Discussion and
Analysis of Financial Condition and Results of Operations,” in PPL Energy Supply's 2010 Form 10-K for a discussion of
each critical accounting policy.
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PPL ELECTRIC UTILITIES CORPORATION AND SUBSIDIARIES

ltem 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

Overview

The following information should be read in conjunction with PPL Electric's Condensed Consolidated Financial Statements
and the accompanying Notes and with PPL Electric's 2010 Form 10-K. Terms and abbreviations are explained in the
glossary. Dollars are in millions unless otherwise noted.

PPL Electric is an electricity delivery service provider in eastern and central Pennsylvania, with headquarters in Allentown,
Pennsylvania. Refer to "Item 1. Business - Background" and "Item 7. Management's Discussion and Analysis of Financial
Condition and Results of Operations - Overview" in PPL Electric's 2010 Form 10-K for a description of its business,
discussion of its strategy, and the risks and challenges that it faces in its business. See "Forward-Looking Information,"
Note 10 to the Financial Statements and the remainder of Item 2 in this Form 10-Q, and "Item 1A. Risk Factors" and the rest
of Item 7 in PPL Electric's 2010 Form 10-K for more information concerning the material risks and uncertainties that PPL
Electric faces in its business and with respect to its future earnings and cash flows.

Results of Operations

The following discussion begins with a summary of PPL Electric's earnings and continues with a description of key factors
that management expects may impact future earnings. This section ends with "Statement of Income Analysis,” which
includes explanations of significant changes in principal items on PPL Electric's Statements of Income, comparing the three
months ended March 31, 2011, with the same period in 2010.

The results for interim periods can be disproportionately influenced by various factors and developments and by seasonal
variations, and as such, the results of operations for interim periods do not necessarily indicate results or trends for the year or
for future operating results.

Earnings
Three Months Ended March 31,
2011 2010

Net Income Available to PPL Corporation $ 52 % 37

The after-tax changes in Net Income Available to PPL Corporation between these periods were due to the following factors.

Pennsylvania gross delivery margins $ 17
Other operation and maintenance )]
Interest expense 1
Income taxes and other 5
Total $ 15

e  See "Pennsylvania Gross Delivery Margins by Component" in the "Statement of Income Analysis" section for an
explanation of gross margins from the regulated electric delivery operations.

e  Other operation and maintenance increased primarily due to higher payroll and related overhead, contractor costs
resulting mainly from increased maintenance work and storm activity, and higher support group costs.

o  Lower income taxes due to the indirect impact of Pennsylvania Department of Revenue interpretive guidance regarding
100% bonus depreciation. See Note 5 to the Financial Statements for additional information.

OQutlook

Excluding special items, in 2011 compared to 2010, distribution revenues are expected to be higher resulting from the
distribution base rate increase effective January 1, 201 1.

Earnings in 2011 are subject to various risks and uncertainties. See "Forward-Looking Information," the rest of this Item 2
and Note 10 to the Financial Statements in this Form 10-Q and "Item 1. Business,” and "Item 1A. Risk Factors" in PPL
Electric's 2010 Form 10-K for a discussion of the risks, uncertainties and factors that may impact future earnings.
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In April 2011, legislation was introduced in the Pennsylvania General Assembly that would authorize the PUC to approve
regulatory procedures and mechanisms to provide for timely recovery of a utility's costs. Those procedures and mechanisms
include, but are not limited to, the use of a fully projected test year and an automatic adjustment clause to recover capital
costs and related operating expenses. The legislation has been referred to the House Committee on Consumer Affairs. PPL
Electric is working with other stakeholders to support passage of this legislation.

Statement of income Analysis --
Pennsylvania Gross Delivery Margins

Non-GAAP Financial Measure

The following discussion includes financial information prepared in accordance with GAAP, as well as a non-GAAP
financial measure, "Pennsylvania Gross Delivery Margins." "Pennsylvania Gross Delivery Margins" is a single financial
performance measure of PPL Electric's Pennsylvania regulated electric delivery operations, which includes transmission and
distribution activities, including PLR electricity generation supply. In calculating this measure, utility revenues and expenses
associated with approved recovery mechanisms, including energy provided as a PLR, are offset. These mechanisms allow
for recovery of certain expenses; therefore, certain expenses and revenues offset with minimal impact on earnings. As a
result, this measure represents the net revenues from PPL Electric's Pennsylvania regulated electric delivery operations. This
performance measure is used, in conjunction with other information, internally by senior management and PPL's Board of
Directors to manage its Pennsylvania regulated electric delivery operations. PPL Electric believes that "Pennsylvania Gross
Delivery Margins" provides another criterion to make investment decisions.

This measure is not intended to replace "Operating Income," which is determined in accordance with GAAP, as an indicator
of overall operating performance. Other companies may use different measures to analyze and to report on the results of their
operations. The following table reconciles "Operating Income" to "Pennsylvania Gross Delivery Margins" as defined by PPL
Electric.

Three Months Ended March 31,

2011 2010

Operating Income (a) $ 103 % 87
Adjustments:

Other operation and maintenance (a) 130 120

Depreciation (a) 33 34

Taxes, other than income (a) 35 47

Expense adjustments (b) (51) (67)
Pennsylvania gross delivery margins $ 250 % 221

(a) As reported on the Statements of Income.
(b) The components of these adjustments are detailed in the table below.

The following table provides the income statement line items and other adjustments that comprise Pennsylvania gross
delivery margins.

2011 2010 Change

Revenue
Retail electric (a) $ 554 % 811 $ 257
Retail and wholesale electric to affiliate (a) 4 2 2
558 813 (255)

Expense
Energy purchases (a) 251 410 (159)
Energy purchases from affiliate (a) 6 115 (109)

Expense adjustments (b)

Include gross receipts tax (c) 33 45 (12)
Include Act 129 (d) 15 18 3)
Other 3 4 (1)
Total expense adjustments 51 67 (16)
308 592 (284)
Pennsylvania gross delivery margins $ 250 $ 221§ 29

(a) As reported on the Statements of Income.

(b) To include/exclude the impact of any expenses consistent with the way management reviews Pennsylvania gross delivery margins internally.
(¢) Included in "Taxes, other than income" on the Statements of Income.

(d) Included in "Other operation and maintenance” on the Statements of Income.

106



Pennsylvania Gross Delivery Margins by Component

Pennsylvania gross delivery margins are generated through domestic regulated electric distribution activities, including PLR
supply, and transmission activities.

Three Months Ended March 31,

2011 2010 Change
Distribution $ 208 3§ 179§ 29
Transmission 42 42
Pennsylvania gross delivery margins $ 250 % 221 % 29

Distribution

Distribution margins were higher during the three months ended March 31, 2011, compared with the same period in 2010.
This increase resulted from the approval of the distribution rate case effective January 1, 2011 combined with favorable
weather.

Other Operation and Maintenance

The change in other operation and maintenance expense was due to:
Three Months Ended
March 31, 2011 vs. March 31, 2010

Payroll-related costs $ 4
Contractor-related expenses 5
Allocation of certain corporate support group costs 3
Other 2)
Total $ 10

Taxes, Other Than Income

Taxes, other than income decreased by $12 million during the three months ended March 31, 2011, compared with the same
period in 2010, primarily due to lower Pennsylvania gross receipts tax expense due to a decrease in electricity revenues as
customers continue to select alternate suppliers in 2011. This tax is included in "Pennsylvania Gross Delivery Margins"
above.

Income Taxes

The change in income taxes was due to:

Three Months Ended
March 31, 2011 vs. March 31, 2010
Higher pre-tax book income $ 6
Depreciation not normalized 3)
Other (1)
Total 3 2

See Note 5 to the Financial Statements for additional information on income taxes.

Financial Condition

Liquidity and Capital Resources

PPL Electric had the following at:

March 31, 2011 December 31, 2010

Cash and cash equivalents $ 10§ 204

The $194 million decrease in PPL Electric's cash and cash equivalents position was primarily the net result of:

107



e  $129 million of capital expenditures;
e $47 million of cash used in operating activities; and
e the payment of $18 million of common stock dividends to PPL.

PPL. Electric's cash used in operating activities improved by $66 million for the three months ended March 31, 2011,
compared with the same period in 2010, primarily due to timing of the estimated annual gross receipts tax payment, partially
offset by an increase in defined benefit plan contributions.

Credit Facilities

At March 31, 2011, PPL Electric's total committed borrowing capacity under its credit facilities and the use of this borrowing
capacity were:

Letters of
Committed Credit Unused
Capacity Borrowed Issued Capacity
Syndicated Credit Facility (a) $ 200 $ 13 5§ 187
Asset-backed Credit Facility (b) 150 n/a 150
Total PPL. Electric Credit Facilities $ 350 $ 13 % 337

(a) The commitments under this credit facility are provided by a diverse bank group, with no one bank and its affiliates providing an aggregate
commitment of more than 6% of the total committed capacity.

(b) PPL Electric obtains financing by selling and contributing its eligible accounts receivable and unbilled revenue to a special purpose, wholly owned
subsidiary on an ongoing basis. The subsidiary pledges these assets to secure loans of up to an aggregate of $150 million from a commercial paper
conduit sponsored by a financial institution. At March 31, 2011, based on accounts receivable and unbilled revenue pledged, the amount available for
borrowing under this facility was limited to $119 million.

See Note 7 to the Financial Statements for further discussion of PPL Electric's credit facilities.

The Economic Stimulus Package

In April 2010, PPL Electric entered into an agreement with the DOE, in which the agency is to provide a grant for one-half of
a $38 million smart grid project. The project involves installing and using smart grid technology to strengthen reliability,
save energy and improve electric service for approximately 60,000 Harrisburg, Pennsylvania-area customers. It is expected
to provide benefits beyond the Harrisburg region, helping to speed power restoration across PPL. Electric's 29-county service
territory. Work on the project is progressing on schedule, and PPL Electric is receiving reimbursements under the grant for
costs incurred. The project is scheduled to be completed by the end of September 2012.

Rating Agency Decisions

Moody's, S&P and Fitch periodically review the credit ratings on the debt and preferred securities of PPL Electric. Based on
their respective independent reviews, the rating agencies may make certain ratings revisions or ratings affirmations.

A credit rating reflects an assessment by the rating agency of the creditworthiness associated with an issuer and particular
securities that it issues. The credit ratings of PPL. Electric are based on information provided by PPL Electric and other
sources. The ratings of Moody's, S&P and Fitch are not a recommendation to buy, sell or hold any securities of PPL Electric.
Such ratings may be subject to revisions or withdrawal by the agencies at any time and should be evaluated independently of
each other and any other rating that may be assigned to the securities. A downgrade in PPL Electric's credit ratings could
result in higher borrowing costs and reduced access to capital markets.

In prior periodic reports, PPL. Electric described its then-current credit ratings in connection with, and to facilitate, an
understanding of its liquidity position. As a result of the passage of the Dodd-Frank Act and the attendant uncertainties
relating to the extent to which issuers of non-asset backed securities may disclose credit ratings without being required to
obtain rating agency consent to the inclusion of such disclosure, or incorporation by reference of such disclosure, in a
registrant's registration statement or section 10(a) prospectus, PPL. Electric is limiting its credit rating disclosure to a
description of the actions taken by the rating agencies with respect to PPL Electric's ratings, but without stating what ratings
have been assigned to PPL Electric or its securities. The ratings assigned by the rating agencies to PPL Electric and its
respective securities may be found, without charge, on each of the respective ratings agencies' websites, which ratings
together with all other information contained on such rating agency websites is, hereby, explicitly not incorporated by
reference in this report.
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PART Il. OTHER INFORMATION

item 1. Legal Proceedings

For additional information regarding various pending administrative and judicial proceedings involving regulatory,
environmental and other matters, which information is incorporated by reference into this Part II, see:

e "ltem 3. Legal Proceedings" in PPL's, PPL Energy Supply's and PPL Electric's 2010 Form 10-K: and
o Note 10 of the registrants’ "Combined Notes to Condensed Consolidated Financial Statements” in Part I of this report.

ltem 1A. Risk Factors

PPL Corporation

The risk factors discussed below are related to PPL's April 1, 2011 acquisition of Central Networks, as described in Note 18
to the Financial Statements. They should be read in conjunction with and update and supplement the risk factors disclosed in
PPL's "Item 1A. Risk Factors” of the 2010 Form 10-K.

We have issued securities that contain provisions that could restrict our payment of dividends.

We and our subsidiaries currently have outstanding $2.6 billion principal amount of junior subordinated notes, and we and
our subsidiaries may in the future issue additional junior subordinated notes or similar securities, that in certain
circumstances, including the failure to pay current interest, would limit our ability to pay dividends on our common stock.
While we currently do not anticipate that any of these circumstances will occur, no assurance can be given that these
circumstances will not occur in the future,
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Risks Relating to the Acquisition . . N - ‘
The Central Networks acquisition may not achieve its intended results, including anttqpated gynergws and ct;st szvz;zgds.. )
Although we completed the Central Networks acquisition with the expectation that it will result in various bene 1dts, in\i, ;lje rllnoi
i 1 i i i i fi assurance regardin
ignif d operational benefits, there can be no garding
a sienificant amount of cost savings and other financial an ' can ur:
the zxtem to which we will be able to realize these cost-savings or other benefits. Achmymg the antlcflpated bgneflts, din
includine cost savings, is subject to a number of uncertainties, including whether the businesses acqu‘lred can le opera
o o b -
the manner we intend and whether our costs to finance the Central Networks acquisition will be consistent with our

expectations. Events outside of our control, including but not limited to regulatory changes ot deve\()pmems mthe U .K.,
could also adversely affect our ability to realize the anticipated benefits from the Central Networks acquisition. Thus the
integration may be unpredictable, subject to delays or changed circumstances, and we can give no assurance that the acquired
businesses will perform in accordance with our expectations or that our expectations with respect to integration or cost
savings as a result of the acquisition will materialize. In addition, we expect to incur additional costs and charges in
connection with integrating the acquired businesses, including severance payments and other restructuring and transitional
charges. Additional unanticipated costs may also arise during the integration process. The integration of the WPD (East
Midlands) and WPD (West Midlands) businesses may place an additional burden on our management and internal resources,
and the diversion of management's attention during the integration and restructuring process couid have an adverse effect on
our business, financial condition and expected operating results.

The Central Networks acquisition exposes us to additional risks and uncertainties with respect to the acquired businesses
and their operations. |

We expect that the Central Networks acquisition will rebalance our business mix to a greater percentage of regulated
operations. While we believe this should help mitigate our exposure to downturns in the wholesale power markets, it will
increase our dependence on rate-of-return regulation. Although we are aiready exposed to risks relating to rate-of-return
regulation, the Central Networks acquisition will increase these risks.

The acquired businesses will generally be subject to risks similar to those that we are subject to in our existing U.K.
businesses. These include:

o Under current regulation by Ofgem, our U.K. regulated businesses’ allowed revenue is determined by the distribution
price controls set out under the terms of their respective distribution licenses, and is typically set by Ofgem every five
years. The current price control period runs from April 1, 2010 to March 31, 2015. Furthermore, our ability to earn
additional revenue under Ofgem regulations is highly dependent on our ability to achieve certain operational
efficiency, customer service and other incentives, and we can provide no assurance that we will be able to achieve
such incentives.

o There are various changes being contemplated by Ofgem to the current electricity distribution, gas transmission and
gas distribution regulatory frameworks in the U.K. and there can be no assurance as to the effects such changes will
have on our U.K. regulated businesses in the future, inciuding the acquired businesses. In particular, in October 2010,
Ofgem announced a new regulatory framework that is expected to become effective in April 2015 for the electricity
distribution sector in the U.K. The framework, known as RIIO (Revenues = Incentives + Innovation + Outputs),
focuses on sustainability, environmental-focused output measures, promotion of low carbon energy networks and
financing of new investments. The new regulatory framework is expected to have a wide-ranging effect on electricity
distribution companies operating in the U.K., including changes to price controls and price review periods. Our U.K.
regulated businesses' compliance with this new regulatory framework may result in significant additional capital
expenditures, increases in operating and compliance costs and adjustments to our pricing models.

e Ofgem has formal powers to propose modifications to each distribution license. We are not currently aware of any
planned modification to any of our U.K. regulated businesses distribution licenses that would result in a material
adverse effect to the U.K. regulated businesses and PPL. There can, however, be no assurance that a restrictive
modification will not be introduced in the future, which could have an adverse effect on the operations and financial
condition of the UK. regulated businesses and PPL.

o A failure to operate our U.K. networks properly could lead to compensation payments or penalties, or a failure to
make capital expenditures in line with agreed investment programs could lead to deterioration of the network. While
our UK. regulated businesses' investment programs are targeted to maintain asset conditions over a five year period
and reduce customer interruptions and customer minutes lost over the period, no assurance can be provided that these
regulatory requirements will be met.
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o A failure by any of our UK. regulated businesses to comply with the terms of a distribution license may lead to the
issuance of an enforcement order by Ofgem that could have an adverse impact on PPL. Ofgem has powers to levy
fines of up to 10 percent of revenue for any breach of a distribution license or, in certain circumstances such as
insolvency, the distribution license itself may be revoked. Unless terminated in the circumstances mentioned above, a
distribution license continues indefinitely until revoked by Ofgem following no less than 25 years' written notice.

Our UK. regulated businesses have in place policies, systems and processes to help ensure compliance with their
distribution licenses and relevant legislation. While none of our U.K. regulated businesses are currently subject to
any formal or informal investigation by Ofgem in relation to enforcement matters and we are not aware of any area of
material non-compliance, there can be no guarantee that our regulated U.K. businesses will not be subject to
investigation or enforcement action in the future.

o We will be subject to increased foreign currency exchange rate risks because a greater portion of our cash flows and
reported earnings will be generated by our U.K. business operations. These risks relate primarily to changes in the
relative value of the pound sterling and the U.S. dollar between the time we initially invest U.S. dollars in our U.K.
businesses and the time that cash is repatriated to the U.S. from the U.K., including cash flows from our U.K.
businesses that may be distributed as future dividends to our shareholders. In addition, our consolidated reported
earnings on a U.S. GAAP basis may be subject to increased earnings translation risk, which is the result of the
conversion of earnings as reported in our U.K. businesses on a pound sterling basis to a U.S. dollar basis in
accordance with U.S. GAAP requirements.

o Environmental costs and liabilities associated with aspects of the acquired businesses may differ from those of our
existing business, including with respect to our eleciricity distribution, gas transmission and certain former
operations, as well as with governmental and other third party proceedings.

We will incur significant transaction and acquisition-related costs in connection with Jinancing and integrating the
Central Networks acquisition.

We expect to incur significant non-recurring costs associated with financing and integrating the Central Networks
acquisition, including costs associated with borrowings under the Bridge Facility. Concurrently with the Central Networks
acquisition, we borrowed the full amount available under the Bridge Facility to fund the acquisition purchase price and pay
certain fees and expenses incurred in connection with the acquisition. In April 2011, we raised a total of approximately $3.2
billion, net of underwriting discounts, through the sale of shares of common stock and Equity Units, and approximately $953
million, net of discounts and commissions, through the sale of senior notes. We used a portion of these proceeds to reduce
borrowings under the Bridge Facility. While we expect that remaining borrowings under the Bridge Facility will be repaid
with the proceeds of issuances of debt by WPD (East Midlands) and WPD (West Midlands), the costs of continued
borrowing under the Bridge Facility are likely to be significant.

PPL Energy Supply, LLC and PPL Electric Utilities Corporation

Except as noted below for PPL Energy Supply, there have been no material changes in PPL Energy Supply's and PPL
Electric's risk factors from those disclosed in "Item 1A. Risk Factors" of the 2010 Form 10-K.

In January 2011, PPL Energy Supply distributed its membership interest in PPL Global, representing 100% of the

outstanding membership interest of PPL Global, to PPL Energy Supply's parent, PPL Energy Funding. As a result, PPL
Energy Supply is no longer subject to "Risks Reiated to International Regulated Segment."

ltem 6. Exhibits

The following Exhibits indicated by an asterisk preceding the Exhibit number are filed herewith. The baiance of the Exhibits
has heretofore been filed with the Commission and pursuant to Rule 12(b)-32 are incorporated herein by reference. Exhibits
indicated by a [_] are filed or listed pursuant to Item 601(b)(10)(iii) of Regulation S-K.

I(a) - Common Stock Underwriting Agreement, dated April 11, 2011, among PPL Corporation and Merrill
Lynch, Pierce, Fenner & Smith Incorporated and Credit Suisse Securities (USA) LLC, as
representatives of the several underwriters (Exhibit 1.1 to PPL Corporation Form 8-K Report (File No.
1-11459) dated April 13, 2011)

1(b) - Equity Units Underwriting Agreement, dated April 11, 2011, among PPL Corporation, PPL Capital
Funding, Inc. and Merrill Lynch, Pierce, Fenner & Smith Incorporated and Credit Suisse Securities
(USA) LLC, as representatives of the several underwriters (Exhibit 1.2 to PPL Corporation Form 8-K
Report (File No. 1-11459) dated April 13, 2011)
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~ pPL Corporation and The
o dated as of April 13, 2011, among
AR) _ Purchase Contract and Pledge Agreemem,k p 1 Tre Btk of New York Mellon, as
Bank of New York Mellon, as Purchase Contract Agent, an e | NI
Collateral Agent, Custodial Agent and Securities Intermediary (Exhibit 4.1 t0 PPL Corporation Form 8-
K Report (File No. 1-11459) dated April 19, 201 1)
4(b) - Supplemental Indenture No. 3 among PPL Capital Funding, Inc., PPL Corporation and The Bank of

New York Mellon (as successor to The Bank of New York), as Trustee, dated as of April 15,2011
(Exhibit 4.3 to PPL Corporation Form 8-K Report (File No. 1-1 1459) dated April 19, 2011)

4(c) - Form of Remarketing Agreement (included in Exhibit 4.1 to PPL Corporation Form 8-K Report (File
No. 1-11459) dated April 19, 2011)

4(d) - Form of Corporate Equity Unit Certificate (included in Exhibit 4.1 10 PPL Corporation Form 8-K
Report (File No. 1-11459) dated April 19, 2011)

4(e) - Form of Treasury Equity Unit Certificate (included in Exhibit 4.1 to PPL Corporation Form 8-K Report
(File No. 1-11459) dated April 19, 2011)

4(H - Form of 4.32% Junior Subordinated Notes due 2019 (included in Exhibit 4.3 to PPL Corporation Form
8-K Report (File No. 1-1 1459) dated April 19, 2011)

4(g) - Indenture, dated April 21, 2011, between PPL WEM Holdings PLC, as Issuer, and The Bank of New

York Mellon, as Trustee (Exhibit 10.2Z to PPL. Corporation Form 8-K Report (File No. 1-11459) dated
April 21, 2011)

4(h) - Supplemental Indenture No. 1, dated April 21, 2011, by and between PPL WEM Holdings PLC, as
Issuer, and The Bank of New York Mellon, as Trustee (Exhibit 10.3 to PPL Corporation Form 8-K
Report (File No. 1-1 1459) dated April 21, 2011)

*[_110(a) - Amendment No. 5 to Incentive Compensation Plan for Key Employees, dated March 24,2011

10(b) - £3,600,000,000 Senior Bridge Term Loan Credit Agreement, dated as of March 25,2011, among PPL
Capital Funding, Inc. and PPL WEM Holdings PLC (f/k/a WPD Investment Holdings Limited), as
Borrowers, PPL, as Guarantor, the lenders from time to time party thereto and Bank of America, N.A.,
as Administrative Agent, Credit Suisse, AG, as Syndication Agent, and Merrill Lynch, Pierce, Fenner
& Smith Incorporation and Credit Suisse Securities (USA) LLC as Joint Lead Arrangers and Joint
Bookrunners (Exhibit 10.1 to PPL Corporation Form 8-K Report (File No. 1-1 1459) dated March 29,
2011)

*10(c) - Amendment No. 4 to Credit and Security Agreement, dated as of March 31, 2011, among PPL
Receivables Corporation, as Borrower, PPL Electric Utilities Corporation, as Servicer, Victory
Receivables Corporation, as a Lender, and The Bank of Tokyo-Mitsubishi UFJ, Ltd., New York
Branch, as Liguidity Bank and as Agent

10(d) - £300,000,000 Multicurrency Revolving Credit Facility Agreement, dated April 4, 2011, among
Western Power Distribution (West Midlands) plc and Royal Bank of Canada as Lead Arranger, Bank of
America Securities Limited as Bookrunner and Facility Agent, Bank of America, N.A. as Issuing Bank
and the other banks party thereto as Mandated Lead Arrangers (Exhibit 10.1 to PPL Corporation Form
8-K Report (File No. 1-1 1459) dated April 8,2011)

10(e) - £300,000,000 Multicurrency Revolving Credit Facility Agreement, dated April 4, 2011, among
Western Power Distribution (East Midlands) plc and Royal Bank of Canada as Lead Arranger, Bank of
America Securities Limited as Bookrunner and Facility Agent, Bank of America, N.A. as Issuing Bank
and the other banks party thereto as Mandated Lead Arrangers (Exhibit 10.2 to PPL Corporation Form

8-K Report (File No. 1-11459) dated April 8, 2011)

10(H - Amendment No.1, dated April 15, 201 1, to Senior Bridge Term Loan Credit Agreement dated as of
March 25, 2011 among PPL Capital Funding, Inc., PPL WEM Holdings PLC, PPL Corporation, the
Lenders party thereto from time to time and Bank of America, N.A., as Administrative Agent (Exhibit
10.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated April 19, 201 D

10(g) - Purchase Agreement, dated April 18, 2011, between PPL WEM Holdings PLC and Barclays Capital
Inc., Credit Suisse Securities (USA) LLC, Merrill Lynch, Pierce, Fenner & Smith Incorporated and
RBS Securities Inc., as representatives of the several purchasers named in Schedule A thereto (Exhibit
10.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated April 21, 2011)

10¢h) - $198,309,583.05 Letter of Credit Agreement, dated as of April 29, 2011, among Kentucky Utilities
Company, as Borrower, and Banco Bilbao Vizcaya Argentaria, S.A., New York Branch, as
Administrative Agent and the lenders and letter of credit issuing banks party thereto from time to time
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12(a)

12(b)
12(c)

99(a)

99(b)

(Exhibit 10.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated May 2, 2011)

PPL Corporation and Subsidiaries Computation of Ratio of Earnings to Combined Fixed Charges and
Preferred Stock Dividends

PPL Energy Supply, LLC and Subsidiaries Computation of Ratio of Earnings to Fixed Charges

PPL Electric Utilities Corporation and Subsidiaries Computation of Ratio of Earnings to Combined
Fixed Charges and Preferred Stock Dividends

Share Purchase Agreement, dated as of March 1, 2011, by and among Avon Energy Partners Holdings
Limited, East Midlands Electricity Distribution Holdings, E.ON AG, PPL Corporation and WPD
Investment Holdings Limited (Exhibit 99.1 to PPL Corporation Form 8-K Report (File No. 1-11459)
dated March 2, 2011)

Debt Commitment Letter, dated March 1, 201 1, by and between PPL Corporation, Bank of America,
N.A., Merrill Lynch, Pierce, Fenner & Smith Incorporated, Credit Suisse AG and Credit Suisse
Securities (USA) LLC (Exhibit 99.2 to PPL Corporation Form 8-K Report (File No. 1-11459) dated
March 2, 2011)

Certifications pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, for the quarterly period ended March 31,

2011, filed by the following officers for the following companies:

31(a)
31(b)
31(c)
31(d)
31(e)
31(D)

James H. Miller for PPL Corporation

Paul A. Farr for PPL Corporation

James H. Miller for PPL Energy Supply, LLC

Paul A. Farr for PPL Energy Supply, LLC

David G. DeCampli for PPL Electric Utilities Corporation

Vincent Sorgi for PPL Electric Utilities Corporation

Certifications pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, for the quarterly period ended March 31,

2011, furnished by the following officers for the following companies:

32(a)
32(b)
32(c)
32(d)
32(e)
32(H

##101.INS

*+101.SCH
*#101.CAL
*+101.DEF
*+101.LAB
**101.PRE

James H. Miller for PPL Corporation

Paul A. Farr for PPL Corporation

James H. Miller for PPL Energy Supply, LLC

Paul A. Farr for PPL Energy Supply, LLC

David G. DeCampli for PPL Electric Utilities Corporation

Vincent Sorgi for PPL Electric Utilities Corporation

XBRL Instance Document for PPL Corporation

XBRL Taxonomy Extension Schema for PPL Corporation

XBRL Taxonomy Extension Calculation Linkbase for PPL Corporation
XBRL Taxonomy Extension Definition Linkbase for PPL Corporation
XBRL Taxonomy Extension Labei Linkbase for PPL Corporation

XBRL Taxonomy Extension Presentation Linkbase for PPL Corporation

*#% - XBRL information will be considered to be furnished, not filed, for the first two years of a company's submission of
XBRL information.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrants have duly caused this report to be
signed on their behalf by the undersigned thereunto duly authorized. The signature for each undersigned company shall be
deemed to relate only to matters having reference to such company or its subsidiaries.

PPL Corporation
(Registrant)

PPL _Energy Supply, LLC
{Registrant)

PPL Electric Utilities Corporation
(Registrant)

Date: May 6, 2011 /s/ Vincent Sorgi
Vincent Sorgi
Vice President and Controller
(Chief Accounting Officer)
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Exhibit 12(a)
PPL CORPORATION AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND

PREFERRED STOCK DIVIDENDS
(Millions of Dollars)

3 Months
Ended
March 31, Years Ended December 31,
2011 2010 2009 2008 2007 2006
Earnings, as defined:
Income from Continuing Operations Before
INCOmME TAXES .v.vvereecreieeceereteee e $ 625 § 1239 § 538 $ 1,273 $ 1,230 $ 1,061
Less earnings of equity method investments ............ 1 2
Distributed income from equity method investments .. 7 1 3 1
625 1,246 539 1,273 1,232 1,060
Total fixed charges as below ........ccocovveeveoeeeeenn, 205 698 513 568 609 559
Less:
Capitalized Interest .........ccooeeceveerveveeeeeeeisenn, 11 30 43 57 55 23
Preferred security distributions of subsidiaries
0n a pre-1ax basis .....ocooveveeeieviieiiiciee e, 6 21 24 27 23 24
Interest expense and fixed charges related to
discontinued Operations ..............cocceeeevevrverennnn.. 3 12 15 16 39 38
Total fixed charges included in Income from
Continuing Operations Before Income Taxes .......... 185 635 431 468 492 474
Total €arnings ....c.coooveeeieieeeeieeceee e, $ 810 $ 1881 $ 970 $ 1,741 $ 1,724 $ 1,534
Fixed charges, as defined
Interest on long-term debt .....ooovveveeieee $ 159 § 481 §$ 397 % 478 § 522 % 482
Interest on short-term debt and other interest ............. 14 46 34 28 35 13
Amortization of debt discount, expense and
PIETIUM = NEL w.oovviierieiec e, 15 110 15 12 8 11
Estimated interest component of operating rentals....... 11 39 42 22 21 29
Preferred securities distributions of subsidiaries
ON 2 Pre-taxX Dasis ......cocoeervenueriererieieeieeeeee e, 6 21 24 27 23 24
Fixed charges of majority-owned share of 50% or
1e85-0WNnEd PErSons ........c.cevveereeeeeereeeeeeesereseenn, 1 1 1
Total fixed charges (a) ....coeeooveeeeeeeeeeeoeoe $ 205 5 698 $ 513 8 568 $ 609 $ 559
Ratio of earnings to fixed charges .......c.cooocverererevnenn.., 4.0 2.7 1.9 3.1 2.8 2.7
Ratio of earnings to combined fixed charges and
preferred stock dividends (b) .........oovvovueeeeeeeeer 4.0 2.7 1.9 3.1 2.8 2.7

(a) Interest on unrecognized tax benefits is not included in fixed charges.
(b)  PPL, the parent holding company, does not have any preferred stock outstanding; therefore, the ratio of earnings to combined fixed charges and
preferred stock dividends is the same as the ratio of earnings to fixed charges.
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Exhibit 12(b)

PPL ENERGY SUPPLY, LLC AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

(Millions of Dollars)

3 Months
Ended
March 31, Years Ended December 31,
2011 2010 (b) 2009 (b) 2008 (b) 2007 (b) 2006 (b)
Earnings, as defined:
Income (Loss) from Continuing Operations Before
INCOMIE TAXES wvevvieereeerieieeeereereesesesrestesesesereeaseesveesaas $ 353 % 881 % (13 $ 671 & 78 $ 557
Less earnings of equity method investments ............... 1 3
Distributed income from equity method investments .. 7 1 3 1
353 888 (12) 671 787 555
Total fixed charges as below ..o 70 426 364 390 388 326
Less:
Capitalized INLETESL .....ccrvvreinrercniiireecereierie 11 33 44 57 54 21
Interest expense and fixed charges related to
discontinued Operations.........c.ccecvveresricnineennnans 3 147 102 157 217 205
Total fixed charges included in Income from
Continuing Operations Before Income Taxes ........... 56 246 218 176 117 100
TOtal €AIMINGS .vevieveveeiererieeeirrerreteseseeseesesesreieneas $ 409 $ 1,134 $§ 206 $§ 847 $ 904 § 655
Fixed charges, as defined:
Interest on long-term debt .....ccoveeeereerrecericcireereennene $ 51 330% 284 $ 345 % 353 % 296
Interest on short-term debt and other interest .............. 8 37 29 27 24 16
Amortization of debt discount, expense and
PLEIHUIM = NEL .verveeeeeereriesreerenreaeneeneerescesssessasssesnsiens 3 20 8 2 3) )]
Estimated interest component of operating rentals ...... 8 38 42 15 14 15
Fixed charges of majority-owned share of 50% or
lesS-oWned PErSONS .....cecveeveeereeererrenrc e i 1 1
Total fixed charges (2) ....coocvveereerecercecirieneserenes $ 70 $ 426 $ 364 $§ 390 § 388 § 326
Ratio of earnings to fixed charges ......ccccocceviivniininnns 5.8 2.7 0.6 2.2 2.3 2.0

Interest on unrecognized tax benefits is not included in fixed charges.

(a)
(b)

Years 2006 through 2010 have been adjusted to reflect the reclassification of the distribution of PPL Energy Supply's membership interest in PPL.

Global to PPL Energy Supply's parent, PPL. Energy Funding, as Discontinued Operations. See Note 8 to the Financial Statements for additional

information.
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Exhibit 12(c)
PPL ELECTRIC UTILITIES CORPORATION AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND

PREFERRED STOCK DIVIDENDS
(Millions of Dollars)

3 Months
Ended
March 31, Years Ended December 31,
2011 2010 2009 2008 2007 2006
Earnings, as defined:
Income Before Income Taxes .......coeveveevereeiirecerennn, $ 79 $ 192§ 221 % 278 §$ 246 % 298
Total fixed charges as below.....c.oceevnireeiincccine, 25 102 121 114 143 159
Total €arnings ......cocevceeevirverienincieeceeecr s $ 104 $§ 294§ 342 $ 392 § 389 § 457
Fixed charges, as defined:
Interest on long-term debt......cocecveicueeiieicciieee. $ 22 % 89 $ 105 $ 94 % 109 § 131
Interest on short-term debt and other interest .............. 1 4 9 13 23 13
Amortization of debt discount, expense and
PTEIMIUI = NEL ceveetireeierestesieeere et ete e st eeenaene 2 8 6 6 7 8
Estimated interest component of operating rentals....... 1 1 1 4 7
Total fixed charges (8) ....cccoceevveeerieccieecee $ 25 § 102 § 121 % 114 § 143 § 159
Ratio of earnings to fixed charges .......ccccoooevevviviccnvcnen. 4.2 2.9 2.8 34 2.7 2.9
Preferred stock dividend requirements on a pre-tax basis..$ 6 S 23 % 28§ 28 % 27 °$ 24
Fixed charges, as above .....oouoeviciececeiiicee e, 25 102 121 1i4 143 159
Total fixed charges and preferred stock dividends ...... $ 31 % 125 § i49 $ 142§ 170 $ 183
Ratio of earnings to combined fixed charges and
preferred stock dividends ......cccccoovevveieirerceiiieceeecee. 34 2.4 2.3 2.8 2.3 2.5

(a)  Interest on unrecognized tax benefits is not included in fixed charges.
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Exhibit 31(a)

CERTIFICATION

I, JAMES H. MILLER, certify that:

I have reviewed this quarterly report on Form 10-Q of PPL Corporation (the "registrant");

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internai control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5.  The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: May 6, 2011 /s/ James H. Miller

James H. Miller
Chairman, President and Chief Executive Officer
PPL Corporation
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Exhibit 31(b)

CERTIFICATION

I, PAUL A. FARR, certify that:

I

I have reviewed this quarterly report on Form 10-Q of PPL Corporation (the "registrant");

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4. The regisirant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financiai reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b.  Designed such internal controf over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

¢. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disciosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions):

a.  All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: May 6, 2011 /s/ Pauyl A. Farr

Paul A. Farr
Executive Vice President and Chief Financial Officer
PPL Corporation
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Exhibit 31(c)

CERTIFICATION

I, JAMES H. MILLER, certify that:

1. Thave reviewed this quarterly report on Form 10-Q of PPL Energy Supply, LLC (the "registrant”);

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and
for, the periods presented in this report;

4.  The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or
persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in
the registrant's internal control over financial reporting.

Date: May 6, 2011 /s/ James H. Miller

James H. Miller
President
PPL Energy Supply, LLC



Exhibit 31(d)

CERTIFICATION

I, PAUL A. FARR, certify that:

1.

I'have reviewed this quarterly report on Form 10-Q of PPL Energy Supply, LLC (the "registrant”);

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and
for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a.  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

¢. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant's auditors and the audit committee of the registrant’s board of directors (or
persons performing the equivaient functions):

a.  All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in
the registrant's internal control over financial reporting.

Date: May 6, 2011 /s/ Paul A. Farr

Paul A. Farr
Executive Vice President
PPL. Energy Supply, LL.C



Exhibit 3i(e)

CERTIFICATION

I, DAVID G. DECAMPLI, certify that:

1. Thave reviewed this quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "registrant”);

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and
for, the periods presented in this report;

4.  The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or
persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in
the registrant's internal control over financial reporting.

Date: May 6, 2011 /s/ David G. DeCampli

David G. DeCampli
President
PPL Electric Utilities Corporation
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Exhibit 31(f)

CERTIFICATION

I, VINCENT SORGI, certify that:

L.

I have reviewed this quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "registrant”);

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in Ii ght of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financiai statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and
for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a- 15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or
persons performing the equivalent functions):

a.  All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in
the registrant's internal control over financial reporting.

Date: May 6, 2011 /s/ Vincent Sorgi

Vincent Sorgi
Vice President and Controller
PPL Electric Utilities Corporation
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Exhibit 32(a)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL CORPORATION'S 10-Q FOR THE QUARTER ENDED MARCH 31, 2011

In connection with the annual report on Form 10-Q of PPL Corporation (the "Company") for the quarter ended
March 31, 2011, as filed with the Securities and Exchange Commission on the date hercof (the "Covered Report"), I, the
principal executive officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, hereby certify that:

o The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

o The information contained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: May 6, 2011 /s/ James H. Miller
James H. Miller
Chairman, President and Chief Executive Officer
PPL Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.
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Exhibit 32(b)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

FOR PPL CORPORATION'S 10-Q FOR THE QUARTER ENDED MARCH 31, 2014

In connection with the annya] report on Form 10-Q of PPL, Corporation (the "Company") for the quarter ended
March 31,2011, as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), I, the
principal financia] officer of the Company, bursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the

Sarbanes«Oxley Act of 2002, hereby certify that:

e The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, ag amended; and

Date: May 6, 2011 /s/ Paul A. Fary
Paul A. Fary
Executive Vice President and Chief Financia] Officer
PPL Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.

127



Exhibit 32(c)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL ENERGY SUPPLY, LLC'S 10-Q FOR THE QUARTER ENDED MARCH 31, 2011

In connection with the annual report on Form 10-Q of PPL Energy Supply, LLC (the "Company") for the quarter
ended March 31, 2011, as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), I,
the principal executive officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002, hereby certify that:

e The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

e The information contained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: May 6, 2011 /s/ James H. Miller
James H. Miller

President
PPL Energy Supply, LLC

A signed original of this written statement required by Section 906 has been provided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.

128



Exhibit 32(d)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL ENERGY SUPPLY, LLC'S 10-Q FOR THE QUARTER ENDED MARCH 31, 2011

In connection with the annual report on Form 10-Q of PPL Energy Supply, LLC (the "Company") for the quarter
ended March 31, 2011, as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), I,
the principal financial officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, hereby certify that:

e The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

e The information contained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: May 6, 2011 /s/ Paul A. Farr
Paul A. Farr

Executive Vice President
PPL Energy Supply, LLC

A signed original of this written statement required by Section 906 has been provided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.
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Exhibit 32(e)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL ELECTRIC UTILITIES CORPORATION'S 10-Q FOR THE QUARTER ENDED MARCH 31, 2011

In connection with the annual report on Form 10-Q of PPL Electric Utilities Corporation {the "Company") for the
quarter ended March 31, 2011, as filed with the Securities and Exchange Commission on the date hereof (the "Covered
Report"), I, the principal executive officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:

e The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

o The information contained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: May 6, 2011 /s/ David G. DeCampli
David G. DeCampli
President
PPL Electric Utilities Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.
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Exhibit 32()
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL ELECTRIC UTILITIES CORPORATION'S 10-Q FOR THE QUARTER ENDED MARCH 31, 2011

In connection with the annual report on Form 10-Q of PPL Electric Utilities Corporation (the "Company") for the
quarter ended March 31, 2011, as filed with the Securities and Exchange Commission on the date hereof (the "Covered
Report"), 1, the principal financial officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:

o The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

e The information contained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: May 6, 2011 /s/ Vincent Sorgi
Vincent Sorgi
Vice President and Controller
PPL Electric Utilities Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934 for the quarterly period ended September 30, 2011
OR
[ ] TRANSITION REPORT PURSUANT TO SECTION 3 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934 for the transition period from to

Commission File Registrant; State of Incorporation; IRS Employer

Number

1-11459

1-32944

1-905

-173665

(98]
(7S
(U8

1-3464

Address and Telephone Number

PPL Corporation

(Exact name of Registrant as specified in its charter)
(Pennsylvania)

Two North Ninth Street

Allentown, PA 18101-1179

(610) 774-5151

PPL Energy Supply, LLC

(Exact name of Registrant as specified in its charter)
(Delaware)

Two North Ninth Street

Allentown, PA 18101-1179

(610) 774-5151

PPL Electric Utilities Corporation

(Exact name of Registrant as specified in its charter)
(Pennsylvania)

Two North Ninth Street

Allentown, PA 18101-1179

(610) 774-5151

LG&E and KU Energy LLC

(Exact name of Registrant as specified in its charter)
(Kentucky)

220 West Main Street

Louisville, KY 40202-1377

(502) 627-2000

Louisville Gas and Electric Company

(Exact name of Registrant as specified in its charter)
(Kentucky)

220 West Main Street

Louisville, KY 40202-1377

(502) 627-2000

Kentucky Utilities Company

(Exact name of Registrant as specified in its charter)
(Kentucky and Virginia)

One Quality Street

Lexington, KY 40507-1462

(502) 627-2000

Identification No.

23-2758192

23-3074920

23-0959550

20-0523163

61-0264150

61-0247570



Indicate by check mark whether the registrants (1) have filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrants were required
to file such reports), and (2) have been subject to such filing requirements for the past 90 days.

PPL Corporation Yes X _ No
PPL Energy Supply, LLC Yes X No__
PPL Electric Utilities Corporation Yes X _ No__
LG&E and KU Energy LLC Yes_X No_
Louisville Gas and Electric Company Yes X No
Kentucky Utilities Company Yes X No ____

Indicate by check mark whether the registrants have submitted electronically and posted on their corporate Web site, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this
chapter) during the preceding 12 months (or for such shorter period that the registrants were required to submit and post such
files).

PPL Corporation Yes X No___
PPL Energy Supply, LLC Yes X No
PPL Electric Utilities Corporation Yes X No___
LG&E and KU Energy LLC Yes X No
Louisville Gas and Electric Company Yes X No___
Kentucky Utilities Company Yes X No_____

Indicate by check mark whether the registrants are large accelerated filers, accelerated filers, non-accelerated filers, or a
smaller reporting company. See the definitions of "large accelerated filer," "accelerated filer" and "smaller reporting
company" in Rule 12b-2 of the Exchange Act.

Large accelerated Accelerated Non-accelerated  Smaller reporting

filer filer filer company
PPL Corporation [X] [ ] [ ] [ ]
PPL Energy Supply, LLC [ ] [ ] [X] [ ]
PPL Electric Utilities Corporation [ ] [ ] [X] [ ]
LG&E and KU Energy LLC [ ] [ ] [X] [ ]
Louisville Gas and Electric Company [ ] {1 [X] [ 1]
Kentucky Utilities Company [ ] [ ] [X] [ ]

Indicate by check mark whether the registrants are shell companies (as defined in Rule 12b-2 of the Exchange Act).

PPL Corporation Yes No X
PPL Energy Supply, LLC Yes_ No X
PPL Electric Utilities Corporation Yes No X
LG&E and KU Energy LLC Yes No X
Louisville Gas and Electric Company Yes No X
Kentucky Utilities Company Yes No X

Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable date.

PPL Corporation Common stock, 5.01 par value, 578,298,607 shares outstanding at
October 31, 2011.
PPL Energy Supply, LLC PPL Corporation indirectly holds all of the membership interests in PPL

Energy Supply, LLC.

PPL Electric Utilities Corporation Common stock, no par value, 66,368,056 shares outstanding and all held
by PPL Corporation at October 31, 2011.

LG&E and KU Energy LLC PPL Corporation directly holds all of the membership interests in LG&E
and KU Energy LLC.

Louisville Gas and Electric Company Common stock, no par value, 21,294,223 shares outstanding and all held
by LG&E and KU Energy LLC at October 31, 2011.

Kentucky Utilities Company Common stock, no par value, 37,817,878 shares outstanding and all held
by LG&E and KU Energy LLC at October 31, 201 1.

This document is available free of charge at the Investor Center on PPL Corporation's website at www.pplweb.com.
However, information on this website does not constitute a part of this Form 10-Q.
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GLOSSARY OF TERMS AND ABBREVIATIONS

PPL Corporation and its current and former subsidiaries

Central Networks - collectively Central Networks East plc, Central Networks Limited and certain other related assets and
liabilities. On April 1, 2011, PPL WEM Holdings plc (formerly WPD Investment Holdings Limited) purchased all of the
outstanding ordinary share capital of these companies from E.ON AG subsidiaries. Central Networks West plc (subsequently

renamed Western Power Distribution (West Midlands) plc), wholly owned by Central Networks Limited (subsequently
renamed WPD Midlands Holdings Limited), and Central Networks East plc (subsequently renamed Western Power

Distribution (East Midlands) plc) are British regional electricity distribution utility companies.

KU - Kentucky Utilities Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission,
distribution and sale of electricity, primarily in Kentucky. The subsidiary was acquired by PPL through the acquisition of
LKE in November 2010.

LG&E - Louisville Gas and Electric Company, a public utility subsidiary of LKE engaged in the regulated generation,
transmission, distribution and sale of electricity and the distribution and sale of natural gas in Kentucky. The subsidiary was
acquired by PPL through the acquisition of LKE in November 2010.

LG&E and KU Services Company - LG&E and KU Services Company (formerly E.ON U.S. Services Inc.), a subsidiary
of LKE that provides services for LKE and its subsidiaries.

LKE - LG&E and KU Energy LLC (formerly E.ON U.S. LLC), a subsidiary of PPL and the parent of LG&E, KU, and other
subsidiaries. PPL acquired E.ON U.S. LLC in November 2010 and changed the name to LG&E and KU Energy LLC.
Within the context of this document, references to LKE also relate to the consolidated entity.

PPL - PPL Corporation, the parent holding company of PPL Electric, PPL Energy Funding, LKE and other subsidiaries.
PPL Capital Funding - PPL Capital Funding, Inc., a wholly owned financing subsidiary of PPL..

PPL Electric - PPL Electric Utilities Corporation, a public utility subsidiary of PPL that transmits and distributes electricity
in its Pennsylvania service area and provides electric supply to retail customers in this area as a PLR.

PPL Energy Funding - PPL Energy Funding Corporation, a subsidiary of PPL and the parent holding company of PPL
Energy Supply, PPL Global (effective January 2011) and other subsidiaries.

PPL EnergyPlus - PPL EnergyPlus, LLC, a subsidiary of PPL Energy Supply that markets and trades wholesale and retail
electricity and gas, and supplies energy and energy services in competitive markets.

PPL Energy Supply - PPL Energy Supply, LLC, a subsidiary of PPL Energy Funding and the parent company of PPL
Generation, PPL EnergyPlus and other subsidiaries. In January 2011, PPL Energy Supply distributed its membership interest
in PPL Global, representing 100% of the outstanding membership interests of PPL Global, to PPL Energy Supply's parent,
PPL Energy Funding.

PPL Gas Utilities - PPL Gas Utilities Corporation, which was a regulated utility subsidiary of PPL until its sale in October
2008, provided natural gas distribution, transmission and storage services, and the competitive sale of propane.

PPL Generation - PPL Generation, LLC, a subsidiary of PPL, Energy Supply that owns and operates U.S. generating
facilities through various subsidiaries.

PPL Global - PPL Global, LLC, a subsidiary of PPL Energy Funding that primarily owns and operates a business in the
UK., WPD, that is focused on the regulated distribution of electricity. In January 2011, PPL Energy Supply, PPL Global's
former parent, distributed its membership interest in PPL Global, representing 100% of the outstanding membership interest
of PPL. Global, to its parent, PPL Energy Funding.

PPL Martins Creek - PPL Martins Creek, LL.C, a subsidiary of PPL Generation that owns generating operations in
Pennsylvania.

PPL Montana - PPL Montana, LLC, an indirect subsidiary of PPL Generation that generates electricity for wholesale sales
in Montana and the Pacific Northwest.

PPL Services - PPL Services Corporation, a subsidiary of PPL that provides services for PPL and its subsidiaries.
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PPL Susquehanna - PPL Susquehanna, LLC, the nuclear generating subsidiary of PPL Generation.

PPL WEM - PPL WEM Holdings plc (formerly WPD Investment Holdings Limited), an indirect, wholly owned U.K.
subsidiary of PPL Global. PPL WEM directly wholly owns WPD (East Midlands) and indirectly wholly owns WPD (West
Midlands).

PPL WW - PPL. WW Holdings Limited (formerly Western Power Distribution Holdings Limited), an indirect, wholly owned
U.K. subsidiary of PPL Global. PPL WW Holdings indirectly wholly owns WPD (South Wales) and WPD (South West).

WPD - refers to PPL WW and PPL WEM and their subsidiaries.

WPD (East Midlands) - Western Power Distribution (East Midlands) plc, a British regional electricity distribution utility
company. The company, formerly Central Networks East plc, was acquired and renamed in April 2011.

WPD Midlands - refers to Central Networks, which was renamed after the acquisition.

WPD (South Wales) - Western Power Distribution (South Wales) plc, a British regional electricity distribution utility
company.

WPD (South West) - Western Power Distribution (South West) plc, a British regional electricity distribution utility
company.

WPD (West Midlands) - Western Power Distribution (West Midlands) plc, a British regional electricity distribution utility
company. The company, formerly Central Networks West plc, was acquired and renamed in April 2011.

WKE - Western Kentucky Energy Corp., a subsidiary of LKE that leased certain non-utility generating stations in western
Kentucky until July 2009,

Other terms and abbreviations

£ - British pounds sterling.

2001 Mortgage Indenture - PPL Electric's Indenture, dated as of August 1, 2001, to The Bank of New York Mellon (as
successor to JPMorgan Chase Bank), as trustee, as supplemented.

2010 Bridge Facility - an up to $6.5 billion Senior Bridge Term Loan Credit Agreement between PPL Capital Funding, as
borrower, and PPL, as guarantor, and a group of banks syndicated in June 2010, to serve as a funding backstop in the event
alternative financing was not available prior to the closing of PPL's acquisition of E.ON U.S.

2010 Equity Unit(s) - a PPL equity unit, issued in June 2010, consisting of a 2010 Purchase Contract and, initially, a 5.0%
undivided beneficial ownership interest in $1,000 principal amount of PPL Capital Funding 4.625% Junior Subordinated
Notes due 2018.

2010 Form 10-K - Annual Report to the SEC on Form 10-K for the year ended December 31, 2010.

2010 Purchase Contract(s) - a contract that is a component of a 2010 Equity Unit that requires holders to purchase shares
of PPL common stock on or prior to July 1, 2013.

2011 Bridge Facility - the £3.6 billion Senior Bridge Term Loan Credit Agreement between PPL Capital Funding and PPL
WEM, as borrowers, and PPL, as guarantor, and lenders party thereto, used to fund the April 1, 2011 acquisition of Central
Networks, as amended by Amendment No. | thereto dated April 15, 2011.

2011 Equity Unit(s) - a PPL equity unit, issued in April 2011, consisting of a 2011 Purchase Contract and, initially, a 5.0%
undivided beneficial ownership interest in $1,000 principal amount of PPL Capital Funding 4.32% Junior Subordinated
Notes due 2019.

2011 Purchase Contract(s) - a contract that is a component of a 2011 Equity Unit that requires holders to purchase shares
of PPL common stock on or prior to May 1, 2014.




2011 Registration Statement(s) - refers to the registration statements on Form S-4 filed with the SEC by each of LKE
(Registration No. 333-173665) on April 21, 2011, LG&E (Registration No 333-173676) on April 22, 2011 and KU
(Registration No. 333-173675) on April 22,2011, each as amended by Amendment No. 1 filed with the SEC on May 26,
2011 and effective June 1, 2011.

Acid Rain Program - allowance trading system established by the Clean Air Act to reduce levels of sulfur dioxide. Under
this program, affected power plants are allocated allowances based on their fuel consumption during specified baseline years
and a specific emissions rate.

Act 129 - became effective in October 2008. The law amends the Pennsylvania Public Utility Code and creates an energy
efficiency and conservation program and smart metering technology requirements, adopts new PLR electricity supply
procurement rules, provides remedies for market misconduct and makes changes to the existing Alternative Energy Portfolio
Standard.

AFUDC - Allowance for Funds Used During Construction, the cost of equity and debt funds used to finance construction
projects of regulated businesses, which is capitalized as part of construction costs.

A.M. Best - A.M. Best Company, a company that reports on the financial condition of insurance companies.

AOCI - accumulated other comprehensive income or loss.

ARO - asset retirement obligation.

Baseload generation - includes the output provided by PPL's nuclear, coal, hydroelectric and qualifying facilities.

Basis - when used in the context of derivatives and commodity trading, the commodity price differential between two
locations, products or time periods.

Bcf - billion cubic feet.
CAIR - the EPA's Clean Air Interstate Rule.

Clean Air Act - federal legislation enacted to address certain environmental issues related to air emissions, including acid
rain, ozone and toxic air emissions.

COLA - license application for a combined construction permit and operating license from the NRC for a nuclear plant.

CPCN - Certificate of Public Convenience and Necessity. A license given to a public utility by the KPSC to build and own
transmission and other gas and electricity infrastructure.

CSAPR - Cross State Air Poliution Rule, the CSAPR implements Clean Air Act requirements concerning the transport of air
pollution from power plants across state boundaries. The CSAPR replaces the 2005 CAIR, which the U.S. Court of Appeals
for the D.C. Circuit ordered the EPA to revise in 2008. The court allowed CAIR to remain in place temporarily while the
EPA worked to finalize the replacement rule.

Customer Choice Act - the Pennsylvania Electricity Generation Customer Choice and Competition Act, legislation
enacted to restructure the state's electric utility industry to create retail access to a competitive market for generation of
electricity.

Depreciation not normalized - the flow-through income tax impact related to the state regulatory treatment of
depreciation-related timing differences.

Dodd-Frank Act - the Dodd-Frank Wall Street Reform and Consumer Protection Act that was signed into law in July 2010.
DOE - Department of Energy, a U.S. government agency.

DRIP - Dividend Reinvestment and Direct Stock Purchase Plan.
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DSHM - Demand Side Management. Pursuant to Kentucky Revised Statute 278.285, the KPSC may determine the
reasonableness of DSM plans proposed by any utility under its jurisdiction. Proposed DSM mechanisms may seek full
recovery of DSM programs and revenues lost by implementing those programs and/or incentives designed to provide
financial rewards to the utility for implementing cost-effective DSM programs. The cost of such programs shall be assigned
only to the class or classes of customers which benefit from the programs.

ECR - Environmental Cost Recovery. Pursuant to Kentucky Revised Statute 278.183, effective January 1993, Kentucky
electric utilities are entitled to the current recovery of costs of complying with the Clean Air Act, as amended, and those
federal, state or local environmental requirements which apply to coal combustion and by-products from the production of
energy from coal.

EMF - electric and magnetic fields.

E.ON AG - a German corporation and the parent of E.ON UK plc, the former parent of Central Networks.

EPA - Environmental Protection Agency, a U.S. government agency.

EPS - earnings per share,

Equity Units - refers collectively to the 2011 and 2010 Equity Units.

ESOP - Employee Stock Ownership Plan.

Euro - the basic monetary unit among participating members of the European Union.

E.W. Brown - a generating station in Kentucky with capacity of 1,631 MW. LG&E and KU are participants in a sale-
leaseback transaction involving two combustion turbines at the station.

FERC - Federal Energy Regulatory Commission, the federal agency that regulates, among other things, interstate
transmission and wholesale sales of electricity, hydroelectric power projects and related matters.

Fitch - Fitch, Inc., a credit rating agency.

FTR - financial transmission rights, which are financial instruments established to manage price risk related to electricity
transmission congestion. They entitle the holder to receive compensation or require the holder to remit payment for certain
congestion-related transmission charges based on the level of congestion in the transmission grid.

Fundamental Change - as it relates to the terms of the 2011 and 2010 Equity Units, will be deemed to have occwrred if
any of the following occurs with respect to PPL, subject to certain exceptions: (i) a change of control; (ii) a consolidation
with or merger into any other entity; (iii) common stock ceases to be listed or quoted; or (iv) a liquidation, dissolution or
termination.

GAAP - generally accepted accounting principles in the U.S.

GBP - British pound sterling.

GHG - greenhouse gas(es).

GWh - gigawatt-hour, one million kilowatt-hours.

Health Care Reform - The Patient Protection and Affordable Care Act (HR 3590) and the Health Care and Education
Reconciliation Act of 2010 (HR 4872), signed into law in March 2010.

Intermediate and peaking generation - includes the output provided by PPL's oil- and natural gas-fired units.

IRP - Integrated Resource Plan. Pursuant to Kentucky Administrative Regulation 807 5:058, Kentucky electric utilities are
required to file triennially an IRP with the KPSC. The filing is to provide the utilities' load forecasts and resource plans to
meet future demand with an adequate and reliable supply of electricity at the lowest possible cost for all customers while

satisfying all related state and federal laws and regulations.

IRS - Internal Revenue Service, a U.S. government agency.




1SO - Independent System Operator.

KPSC - Kentucky Public Service Commission, the state agency that has jurisdiction over the regulation of rates and service
of utilities in Kentucky.

LIBOR - London Interbank Offered Rate.

Long Island generation business - includes a 79.9 MW gas-fired plant in the Edgewood section of Brentwood, New York
and a 79.9 MW oil-fired plant in Shoreham, New York and related tolling agreements. This business was sold in February 2010.

MACT - maximum achievable control technology.

MISO - Midwest Independent System Operator, an independent system operator and the regional transmission organization
that provides open-access transmission service and monitors the high-voltage transmission system in all or parts of lllinois,
Indiana, lowa, Michigan, Minnesota, Missouri, Montana, Nebraska, North Dakota, Ohio, South Dakota, Wisconsin and
Manitoba, Canada.

Moody's - Moody's Investors Service, Inc., a credit rating agency.

MW - megawatt, one thousand kilowatts.

NDT - PPL Susquehanna's nuclear plant decommissioning trust.

NERC - North American Electric Reliability Corporation.

NGCC - Natural gas-fired combined-cycle turbine.

NPDES - National Pollutant Discharge Elimination System.

NPNS - the normal purchases and normal sales exception as permitted by derivative accounting rules.

NRC - Nuclear Regulatory Commission, the federal agency that regulates nuclear power facilities.

OCI - other comprehensive income or loss.

Ofgem - Office of Gas and Electricity Markets, the British agency that regulates transmission, distribution and wholesale
sales of electricity and related matters.

Opacity - The degree to which emissions reduce the transmission of light and obscure the view of an object in the
background. There are emission regulations that limit the opacity in power plant stack gas emissions.

OVEC - Ohjo Valley Electric Corporation, located in Piketon, Ohio, an entity in which LKE indirectly owns an 8.13%
interest (consists of LG&E's 5.63% and KU's 2.50% interests), which is accounted for as a cost-method investment. OVEC
owns and operates two coal-fired power plants, the Kyger Creek Station in Ohio and the Clifty Creek Station in Indiana, with
combined nameplate capacities of 2,390 MW.

PADERP - the Pennsylvania Department of Environmental Protection, a state government agency.

PJM - PIM Interconnection, L.L.C., operator of the electric transmission network and electric energy market in all or parts of
Delaware, lllinois, Indiana, Kentucky, Maryland, Michigan, New Jersey, North Carolina, Ohio, Pennsylvania, Tennessee,

Virginia, West Virginia and the District of Columbia.

PLR - Provider of Last Resort, the role of PPL Electric in providing default electricity supply to retail customers within its
delivery area who have not chosen to select an alternative electricity supplier under the Customer Choice Act.

PP&E - property, plant and equipment.

PUC - Pennsylvania Public Utility Commission, the state agency that regulates certain ratemaking, services, accounting and
operations of Pennsylvania utilities.

Purchase Contracts - refers collectively to the 2010 and 2011 Purchase Contracts.
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PURTA - The Pennsylvania Public Utility Realty Tax Act.

RAYV - regulatory asset value. This term is also commonly known as RAB or regulatory asset base.

RECs - renewable energy credits.

Regional Transmission Expansion Plan - PJM conducts a long-range Regional Transmission Expansion Planning
process that identifies what changes and additions to the grid are needed to ensure future needs are met for both the reliability
and the economic performance of the grid. Under PJM agreements, transmission owners are obligated to build transmission

projects that are needed to maintain reliability standards and that are reviewed and approved by the PJM Board.

Regulation S-X - SEC regulation governing the form and content of and requirements for financial statements required to
be filed pursuant to the federal securities laws.

Rev. Proc(s). - Revenue Procedure(s), an official published statement by the IRS of a matter of procedural importance to
both taxpayers and the IRS concemning administration of the tax laws.

RMC - Risk Management Committee.
S&P - Standard & Poor’s Ratings Services, a credit rating agency.

Sarbanes-Oxley - Sarbanes-Oxley Act of 2002, which sets requirements for management's assessment of internal controls
for financial reporting. It also requires an independent auditor to make its own assessment.

SCR - selective catalytic reduction, a pollution control process for the removal of nitrogen oxide from exhaust gases.

Scrubber - an air pollution control device that can remove particulates and/or gases (such as sulfur dioxide) from exhaust
gases.

SEC - the U.S. Securities and Exchange Commission, a U.S. government agency whose primary mission is to protect
investors and maintain the integrity of the securities markets.

Securities Act of 1933 - the Securities Act of 1933, 15 U.S. Code, Sections 77a-77aa, as amended.

SIFMA Index - the Securities Industry and Financial Markets Association Municipal Swap Index.

Smart meter - an electric meter that utilizes smart metering technology.

Smart metering technology - technology that can measure, among other things, time of electricity consumption to permit
offering rate incentives for usage during lower cost or demand intervals. The use of this technology also strengthens network
reliability.

Superfund - federal environmental legislation that addresses remediation of contaminated sites; states also have similar
statutes.

TC2 - Trimble County Unit 2, a coal-fired plant located in Kentucky with a capacity of 760 MW. LKE indirectly owns a
75% interest (consists of LG&E's 14.25% and KU's 60.75% interests) in TC2, or 570 MW of the capacity.

Tolling agreement - agreement whereby the owner of an electric generating facility agrees to use that facility to convert
fuel provided by a third-party into electricity for delivery back to the third-party.

TRA - Tennessee Regulatory Authority, the state agency that has jurisdiction over the regulation of rates and service of
utilities in Tennessee.

VaR - value-at-risk, a statistical model that attempts to estimate the value of potential loss over a given holding period under
normal market conditions at a given confidence level.

VIE - variable interest entity.
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Volumetric risk - the risk that the actual load volumes provided under full-requirement sales contracts could vary
significantly from forecasted volumes.

VSCC - Virginia State Corporation Commission, the state agency that has jurisdiction over the regulation of Virginia
corporations, including utilities.

VWAP - as it relates to the 2011 and 2010 Equity Units issued by PPL, the per share volume-weighted-average price as
displayed under the heading Bloomberg VWAP on Bloomberg page "PPL <EQUITY> AQR" (or its equivalent successor if
such page is not available) in respect of the period from the scheduled open of trading on the relevant trading day until the
scheduled close of trading on the relevant trading day (or if such volume-weighted-average price is unavailable, the market
price of one share of PPL. common stock on such trading day determined, using a volume-weighted-average method, by a
nationally recognized independent investment banking firm retained for this purpose by PPL).
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FORWARD-LOOKING INFORMATION

Statements contained in this Form 10-Q concerning expectations, beliefs, plans, objectives, goals, strategies, future events or
performance and underlying assumptions and other statements which are other than statements of historical fact are "forward-
looking statements" within the meaning of the federal securities laws. Although PPL, PPL Energy Supply, PPL Electric,
LKE, LG&E and KU believe that the expectations and assumptions reflected in these statements are reasonable, there can be
no assurance that these expectations will prove to be correct. Forward-looking statements are subject to many risks and
uncertainties, and actual results may differ materially from the results discussed in forward-looking statements. In addition to
the specific factors discussed in "Item 1A. Risk Factors” in this Form 10-Q and each Registrant's 2010 Form 10-K (in the
case of PPL, PPL Energy Supply and PPL Electric) or 2011 Registration Statements (in the case of LKE, LG&E and KU),
and in "ltem 2. Management's Discussion and Analysis of Financial Condition and Results of Operations" in this Form 10-Q
report, the following are among the important factors that could cause actual results to differ materially from the forward-
looking statements.

o fuel supply cost and availability;

continuing ability to recover fuel costs and environmental expenditures in a timely manner at LG&E and KU, and natural

gas supply costs at LG&E;

weather conditions affecting generation, customer energy use and operating costs;

operation, availability and operating costs of existing generation facilities;

the length of scheduled and unscheduled outages at our generating facilities;

transmission and distribution system conditions and operating costs;

potential expansion of alternative sources of electricity generation;

potential laws or regulations to reduce emissions of "greenhouse” gases or the physical effects of climate change;

collective labor bargaining negotiations;

the outcome of litigation against PPL and its subsidiaries;

potential effects of threatened or actual terrorism, war or other hostilities, or natural disasters;

the commitments and liabilities of PPL and its subsidiaries;

market demand and prices for energy, capacity, transmission services, emission allowances, RECs and delivered fuel;

competition in retail and wholesale power and natural gas markets;

liquidity of wholesale power markets;

defaults by counterparties under energy, fuel or other power product contracts;

market prices of commodity inputs for ongoing capital expenditures;

capital market conditions, including the availability of capital or credit, changes in interest rates and certain economic

indices, and decisions regarding capital structure;

o stock price performance of PPL;

o volatility in the fair value of debt and equity securities and its impact on the value of assets in the NDT funds and in
defined benefit plans, and the potential cash funding requirements if fair value declines;

e interest rates and their effect on pension, retiree medical, and nuclear decommissioning liabilities, and interest payable on
certain debt securities;

« volatility in or the impact of other changes in financial or commodity markets and economic conditions;

» the profitability and liquidity, including access to capital markets and credit facilities, of PPL and its subsidiaries;

e new accounting requirements or new interpretations or applications of existing requirements;

o changes in securities and credit ratings;

o foreign currency exchange rates;

e current and future environmental conditions, regulations and other requirements and the related costs of compliance,
including environmental capital expenditures, emission allowance costs and other expenses;

e legal, regulatory, political, market or other reactions to the 2011 incident at the nuclear generating facility at Fukushima,
Japan, including additional NRC requirements;

o political, regulatory or economic conditions in states, regions or countries where PPL or its subsidiaries conduct business;

e receipt of necessary governmental permits, approvals and rate relief;

e new state, federal or foreign legislation, including new tax, environmental, healthcare or pension-related legislation;

s state, federal and foreign regulatory developments;

¢ the outcome of any rate cases by PPL Electric at the PUC or the FERC; by LG&E at the KPSC; by KU at the KPSC,
VSCC, TRA or the FERC; or by WPD at Ofgem in the UK.;

o the impact of any state, federal or foreign investigations applicable to PPL and its subsidiaries and the energy industry;

e the effect of any business or industry restructuring;

¢ development of new projects, markets and technologies;

» performance of new ventures; and



e business dispositions or acquisitions and our ability to successfully operate such acquired businesses and realize expected
benefits from business acquisitions, including PPL's 2011 acquisition of WPD Midlands and 2010 acquisition of LKE.

Any such forward-looking statements should be considered in light of such important factors and in conjunction with other
documents of PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU on file with the SEC.

New factors that could cause actual results to differ materially from those described in forward-looking statements emerge
from time to time, and it is not possible for PPL, PPL Energy Supply, PPL Electric, LKE, LG&E or KU to predict all such
factors, or the extent to which any such factor or combination of factors may cause actual results to differ from those
contained in any forward-looking statement. Any forward-looking statement speaks only as of the date on which such
statement is made, and PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU undertake no obligation to update the
information contained in such statement to reflect subsequent developments or information.
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PART |. FINANCIAL INFORMATION
ITEM 1. Financial Statements

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars. except share data)

Three Months Ended Nine Months Ended
September 30, Septem ber 30,
2011 2010 2011 2010
Operating Revenues
THEIEY cecort ettt r e et s s ren e siss e s $ 1,675 $ 732 8 4,695 § 2,438
Unregulated retail electric and gas .......occov i ieverinien e e 189 116 517 321
Wholesale energy marketing
Realized..vcinneiirenee At e b et e e e e 907 1,192 2,677 3,782
Unrealized economic activity (Note 14) 216 52 229 (190)
Net energy trading Margins . ..covvvee e et e v sce s (N 20) 14 4)
Energy-related DUSINESSES ....ooviciimiivmeiieneetimerietit ettt v e e 140 107 387 3t
Total Operating REVEIUESS c..vv.vcveeeiirerireereseestesevessesesessiessassssssaes s esereresavesonas 3,120 2.179 8,519 6.658
Operating Expenses
Operation
FUET ettt ettt et ra e syttt b s et e 603 322 1,492 810
Energy purchases
REAHZEA ..ttt et sttt s et 362 386 1,467 2,132
Unrealized economic activity (Note 14) 176 300 49 418
Other operation and maintenance ............c..... 735 366 2,041 1.229
DEPIECIALION ... et ieciccn e oo en s s v e 252 127 697 376
Taxes, other than income 90 56 238 181
Energy-related businesses 135 100 368 288
Total Operating EXPENSES ..cc.vvciriiiieivirencesvmieitvree e e seenre s seresaen 2,353 1.657 6,352 5.434
Operating Income 767 522 2,167 1,224
Other Income (EXPENSe) = NEL...coiiiiiiiiiericiaticie et 37 (26) 2) (18)
Other-Than-Temporary ImpairmentS......oc. oot icnivvevivviees e 5 6 3
Interest Expense 240 171 678 413
Income from Continuing Operations Before Income Taxes....ocevvevnccsnnnens 559 325 1,481 790
THCOTIIE TAXES.eiuteieceee ettt ettt et et eme e v e 110 19 429 152
Income from Continuing Operations After Income Taxes.....ccceeviucuenvurinnnans 449 306 1,052 638
Income (Loss) from Discontinued Operations (net of income taxes)....c..cccoeveee. (33) 2 (38)
Net Income 449 233 1,054 600
Net Income Attributable to Noncontrolling Interests........ocvovvevnnieecrvcrnienenns 5 5 13 17
Net Income Attributable to PPL Corporation 3 444 $ 248 § 1,041 § 583
Amounts Attributable to PPL Corporation:
Income from Continuing Operations After Income TaXes .....ovevervvviencnnn 3 444 $ 301§ 1,039 % 621
Income (Loss) from Discontinued Operations (net of income taxes)......cc.o..... (53) 2 (38)
NELUITCOME....oieo ettt eese e s tee st sae s seu e sassesses s e aen s amesnsanenens 3 444 3 248 § 1,041 § 583

Earnings Per Share of Common Stock:
Income from Continuing Operations After Income Taxes Available to PPL

0.76 $ 0.62 % 191 § 1.49
0.76 % 0.62 % 191 % 1.49
Net Income Available to PPL Corporation Common Shareowners:

BasiC v oo et R a et she bt et vt an et saee s $ 0.76 $ 0.51 % 192 % 1.40
DI ettt ettt s ea et s $ 0.76 $ 0.51 8§ 191 § 1.40
Dividends Declared Per Share of Common Stock A 0350 $ 0.350 $ 1.050 §$ 1.050

Weighted-Average Shares of Common Stock Outstanding (in thousands)
BASIC 1 ive et eees et e et ettt e av bttt et a e eae et ek etk een st e 577,595 482,552 341,135 414,068
DA v vttt et ea e see e veva s eanebebnas e s asane e s et rene 578,054 482,762 541,480 414,287

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.




CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Corporation and Subsidiaries

(Unaudited)
(Millions of Dollars)

Nine Months Ended

September 30,
2011 2010
Cash Flows from Operating Activities
INET TICOMIE 1ttt veenrisierienransescnseseses b eean e rsnns e bncse o e e et ot aeenoeassanes 1 2e e\ R0 4212 nnr o8 20 e s nn s e nnes $ 1,054 600
Adjustments to reconcile net income to net cash provided by operating activities
DEPreciation ... vvcercs v esirrimircsiseansconesese e raacnseans s e srsessenas s aananen 697 387
AINOTHZATION. 11t eecnceins et enrensasme e sseneenrecs e ans aeosceansncnseenseasaranins 180 156
Defined benefit plans - expense.......ccocveervomvennn 165 72
Deferred income taxes and investment tax credits..... eeerennerann 403 (179)
Impairment of assets.....coovennnn reeA et eaneatan bR SRR AR AR RS Ra R en s n st 13 118
Unrealized (gains) losses on derivatives, and other hedging activities.. (190) 595
Provision for Montana hydroelectric litigation 10 62
(01 17 S YOO U OO TUO O U PIUSOTUORSTRON 87 54
Change in current assets and current liabilities
ACCOUNTS TECEIVADIE 1.1ttt eiiiieiiseetiessinetas srnssrerasceates s e sre e antn e st At nea s e assarassaaansssmnsnsasssnnnaneernnn (134) (93
ACCOUNLS PAYADIE oo ettt r e rean e nean sren et nann (164) 74
Unbilled revenues.. 236 37
PIEPAYITICIIES 11ravevervaeeiscrenttereesaeraeennsescarensaane st s e amose et aRe a8 s a8 S En b8 1827 s e s A8 SRR e naa a8 2100 a5 0 286 (48)
Counterparty collateral ... BSOSO U OORRSSU OO TPOTURTO (273) 169
TAXES cevrvevenriencanionicisennesenneeeeresamsraenn (64) 45
Regulatory assets and liabilities, net....c..occveern 96 31
Acerued INTETESt. . .o necsmens e anna e racaar s 111 56
1071175 OO O RSOOSR OO RSOOSR USROG 9) 26
Other operating activities
Defined benefit plans - funding..... e ebeieanessisenareasenna ettt iEes b e et AR n ke n oo a o nae s s e n e ne (565) (371)
OIET @SSEES 1veveevearnresesesnemise st neeceaensasreaeaseasn ot anasone e nam e ac e se e s ek s ee e as b aee s e iaR AR R LA 20 22k b ks e b a s an (22) 3n
OB TIADTHEIES 1. v eotiee et eees s ente e mnraaeeasensrsesensasnan s aamse e nsnaneen it saacnnaseersns a0 s s anansnn s enntteaenasaasras (71) (2)
Net cash provided by operating activities ......ooomece oo rone ettt e 1,846 1.696
Cash Flows from Investing Activities
Expenditures for property, plant and eqUIPIMENT ....coovei vt arieror s nensssa s sressssenssens (1,685) (980)
Proceeds from the sale of certain non-core generation facilities ........ 381
Proceeds from the sale of the Long Island generation business ..... 124
Acquisition of WPD Midlands......c.cocomennnreimmnmmncisecenenenns (5,763)
Purchases of nuclear plant decommissioning trust inVESIMENIS ........oomivrrmoiinivnn s sreeesiricesne s (144) (93)
Proceeds from the sale of nuclear plant decommissioning trust inveStMents ....ovvr i ienneesrevnenns 134 83
Proceeds from the sale of other investments . 163
Net (increase) decrease in restricted cash and cash equUIvalentS ... cenrnnrimrs et ses e (51) 78
Other INVESHNE BCHIVITIES. .. ocur it et rera e creere s er s sbe et et sasim s esn b ces sre s man s e bn s anar e st e v sanasssssnsa (74) (32)
Net cash provided by (used in) investing aCtivVitieS....uu oo s s e (7,039) (840)
Cash Flows from Financing Activities
Issuance of long-term debt. ... et eteaanat e saanne et aabaeannaseer s eansntanaraennnanns 5,245 1,750
Retirement of long-term debt...... (708)
1SSUANCE OF COMITION SLOCK .veveeiriiririeiseeiriniosestsstesies s bansaeseasassesnamtes nmese s aonesessenessnnenanermnnsnsencnar srance 2,281 2,425
Payment of common stock dividends. ... s (543) (397)
Redemption of preferred stock of a subsidiary ... (54)
Debt issuance and credit fACTlLY COSLS wooiiiiiimeeriimrreirerenreseaee s vmssmenes s sse s e sassessertar e srsasesbesns (84) (79)
Net increase (decrease) in ShoOrt-term deDL ... .ovvieeivir e crecrrecca e rase s eesseansnersesnreeesnrnennnssnseennnenens (322) (443)
Other financing activities ...c.eevevrnrrerereirericnrenecenencaeserinnes (65) (16)
Net cash provided by (used in) financing ACHVIHIES v omvemirereininesroicesssntesis o esan e 5,804 3.186
Effect of Exchange Rates on Cash and Cash Equivalents (25) 10
Net Increase (Decrease) in Cash and Cash Equivalents 586 4.052
Cash and Cash Equivalents at Beginning of Period rnresnn et nee 925 801
Cash and Cash Equivalents at End of Period ...t s s 3 1,511 % 4.853

The accompanying Notes fo Condensed Financial Statements are an integral part of the financial statements.



CONDENSED CONSOLIDATED BALANCE SHEETS

PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

Assets

Current Assets
Cash and cash eqUIVAIENES .....oivioiiceiirce ettt
ShOrt-term INVESHTMENES ...coutiitieireiritrieette et ettt eeesae et saeectesaeesee s b eseesseeseemeeeeseabens
Restricted cash and cash equivalents ..o
Accounts receivable (less reserve: 2011, $42; 2010, $55)
UL OIMIET ettt ettt ettt s va et st e s et e sa e et e s ent e et v e e abeneans

Fuel, materials and SUPPLHES..c.cociiiiivri et e st
PrepayIments. ... o.coviiiie ettt e ettt e e
Price risk management aSSELS ... .ottt e e et ene
Other INtAN@IDLES ... coeviiiii ettt et s eeenen
Assets held for sale ..o e
REQUIATOTY ASSELS .eiivvieieeeieiieirreiniesresreaasevesrerieseesneesaasansaearasareeassssseesasesssnsssuesres
OLher CUITENE @SSELS. ...eieuiitireeriereritircreieterrnteeeeemstensvteresnutnr s nessevaeseesuenesnneseeesenens

Investments
Nuclear plant decommissioning trust funds........coccvviiieniinninrn s e
Other INVESTITIENIS .. euieiiiieieceiieeiiecevereeeste et e cereessae s s essteeseessseess essneenseetesesneeansuessenns
TOta] INVESTIMENES. ...viiiererievciie it eseree s ecrvsessrieseieeecneesetaeessasesruesessaeasesanesssseerareases

Property, Plant and Equipment
Regulated Utility plant.......cccooereiiiiiin et s
Less: accumulated depreciation - regulated utility plant........ccco e,
Regulated utility plant, Net... ..o it cie et rieseesvs e e e s nere e
Non-regulated property, plant and equipment
GENETALION. c..eevere ettt ciree et st ne e s st ab s b sb ekt s e e emresreseaeemeene s snesbenens

Less: accumulated depreciation - non-regulated property, plant and equipment....

Non-regulated property, plant and equipment, Net.......ccoovvreriirierecievenireerenrenann
Construction WOTK il PrOZTESS ..o ceuireirreeieeireteneeerien et sertre et et est e st ere et aserens
Property, Plant and EQuipment, et () .......cccovrermivarirenieneerinreeneve e

Other Noncurrent Assets

Regulatory @SSELS ...cc.erviiiiiiiieiircectrccr ettt v s
Goodwill (NOte 15) .o ercciea e see e e eeeestavevee e imaneeanaeante s e caernsarne e
Other INANZIDIES () vvevvevveereirierieeiicee et et ereee sttt sbesbee s es e e esee s reene
Price risk mManagement 85SSELS ......viuiretrrrereireerereiresiesr s ret et e sses e s eesenees
Other NONCUITEIT ASSELS. ... vuvirarireieerteeerer e esrre e eveecre st e et tsree e arvaeees st seeencennens
Total Other NONCUITENt ASSELS ...c.crirriierieirecar it sere e e e csecnenens

Total Assets

September 30, December 31,
2011 2010

1,511 § 925
16 163
62 28
753 652
122 90
664 789
633 643
166 435
1,393 1,918
22 70
374
19 85
51 16
5,412 6,188
394 618
77 75
671 693
22,865 15,994
3,419 3,037
19,446 12,957
10,395 10,165
620 578
521 403
5,609 5,440
5,927 5,706
1,549 2,160
26,922 20,823
1,277 1,180
4,196 1,761
1,074 966
726 655
678 571
7,951 5,133
40,956 § 32,837

(a) At September 30, 2011 and December 31, 2010, includes $419 million and $424 million of PP&E, consisting primarily of "Generation.” including
leasehold improvements, and $11 million of "Other intangibles" from the consolidation of a VIE that is the owner/lessor of the Lower Mt. Bethel

plant.

The accompanying Notes to Condensed Financial Statements are an integral part of the financial stutemenis.




CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Corporation and Subsidiaries

(Unaudited)

(Millions of Dollars, shares in thousands)

Liabilities and Equity

Current Liabilities
ShOrt-term AeDt..cveciireriiecieeiereecere ettt st e e ne et st e e rea e
Long-term debt ...t s sttt
ACCOUNES PAYADIE ..ottt sttt ane s et en s e

Price risk management Habilities ... eeirieineeis e cenescees s eere e e

Counterparty COHAral ......ccociivriiricenimtes e e ancenn
Regulatory HabilltIeS..u.cvveeeiesieseeriee ettt et s
Other current Habilties ........ooveveiierececrie ettt v st ese s snse e e ereneesenes
Total Current Liabilities. ....c.eoovreiiereierieeiecanenescree et s et resnn e sren e eenanesasnens

Long-term Debt.....oecorccerininecnircrnenneceesans

Deferred Credits and Other Noncurrent Liabilities

DeferTed INCOMIE TAXES 1oiiveeeereeceiieeeeteetieeaaeeetvsassssesreaens e eassananasessensreessneessssassreennes
INVESIMENT 1AX CTEAIIS ...uiireiricirrireevrreeere e reecrraree s e eeeeeassesesenmsenenreseeenrasseassnrennens

Price risk management Habiliies . ...ocvv v eoreurereimeriirerreiasnereereeeereeseesenarasceenenenssanence
Accrued pension ObBlGAtiONS. .. .. cecrciinecrirecercee et
Asset retirement ObHGALIONS .. cvierireieeraiasirsiaeirse e e e e aesearaesrensasssesessenenrenseense
Regulatory HabilitieS....c.cciiicre et ctee s ceecnseeenn s nenananens
Other deferred credits and noncurrent liabilities. . ......ceeerervervirnreninsrnenicrennreeenans

Total Deferred Credits and Other Noncurrent Liabilities ....oooeevveverivieeeineainnenns

Commitments and Contingent Liabilities (Notes 6 and 10)

Equity
PPL Corporation Shareowners' Common Equity

Common stock - $0.01 par value (8)......c.ceeerevnnir et
Additional paid-in capital ...
Earnings reinVeSted......oovvciveveerneernnesenn oo nseneseeere s aesennes e eeness
Accumulated other comprenensive 10Ss........ovoievcererericnenenicsiosimesineenns
Total PPL Corporation Shareowners' Common EQUILY «..ccoveverevenerecennnenn.
NONCONtTONING INEETESES ..o.eiiieeiiciinieec ittt arre e e nmn e nesseens
TOtAl EQUILY eevertanrienie et ceanene st et seeene st ens et enan et et o e s e re s e nava e as

Total Liabilities and Equity .....

September 30, December 31,
2011 2010
428 § 694
502 502
1,120 1,028
109 134
294 166
207 174
805 1,144
65 338
83 109
927 925
4,540 5214
17,675 12,161
3,451 2,563
273 237
508 470
1,027 1,496
479 435
1,020 1,031
867 752
7,625 6,984
6 5
6,795 4,602
4,547 4,082
(500) (479)
10,848 8,210
.268 268
11,116 8.478
40,956 § 32,837

(a) 780,000 shares authorized; 577,844 and 483,391 shares issued and outstanding at September 30, 2011 and December 31, 2010

The accomparying Notes to Condensed Financial Statements are an integral part of the financial statements



CONDENSED CONSOLIDATED STATEMENTS OF EQUITY

PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)
PPL Corporation Shareowners

Common
stock Accumulated
shares Additional other Non-
outstanding Common paid-in Earnings comprehensive  controlling
(a) stock capital reinvested loss interests Total

June 30, 2011 577,265 $ 6 $ 6,774 $ 4,306 § (435) $ 268 $ 10,919
Common stock issued (D) covvveeennn. 579 16 16
Stock-based compensation............... 5 5
NEt INCOME..eerviiereerreraieececsnraeansienes 444 5 449
Dividends, dividend equivalents

and distributions (d)....cvvceveeirenennnn. (203) (3 (208)
Other comprehensive

income (10SS) voeeeennne (65) (65)
September 30, 2011 577844 $ 6 % 6,795 3 4547 § (500) § 268 $ 11,116
December 31, 2010.....covnceernsnaneen. 483,391 § 5% 4602 $ 4,082 § 479) % 268 § 8,478
Common stock issued (b) ......... 94,453 1 2,328 2,329
Purchase Contracts (C) ...ccooeeuene (141) (141)
Stock-based compensation 6 6
Net INCOME..cooiriierecireieeiieceeee e, 1,041 13 1,054
Dividends, dividend equivalents

and distributions (d)....cceceeerernrnnnne (576) (13) (589)
Other comprehensive

INCOME (10SS) cevvvevevirrrarireecrrirecnieens 21 (21)
September 30, 2011 577.844 $ 6 § 6,795 § 4,547 § (500) $ 268 § 11,116
June 30,2010 482,188 $ 58 4,553 § 3,818 3§ (439) $ 268 § 8,205
Common stock issued (b) venrrennnn 625 16 16
Purchase Contracts (c) ........... 10 10
Stock-based compensation . 3 3
Net INCOME..c.veevvveiererveieirrrceeeneeeans 248 5 253
Dividends, dividend equivalents,

redemptions and distributions (d).. (169) (5) (174)
Other comprehensive

income (10SS) wvvevieevieiiicieecieeiecenns 279 279
September 30, 2010 ...cceeceecreccereceees 482,813 § 583 4582 $ 3,807 ¢ (160) § 268 § 8,592
December 31, 2009 ....ovincerceernnae. 377,183 % 4 3 2,280 $ 3,749 § (537) § 319 § 5815
Common stock issued (b) ...... 105,630 1 2,474 2,475
Purchase Contracts (¢) ........... (176) (176)
Stock-based compensation 4 4
Net INCOME...coeieivaeicreieesveseeeeveennns 583 17 600
Dividends, dividend equivalents,

redemptions and distributions (d) .. (435) (68) (503)
Other comprehensive

income (10SS) coverveecneeciemneeciriennae 377 377
September 30, 2010 482,813 § 5% 4,582 § 3,897 § (160) § 268 § 8,592

(a) Shares in thousands. Each share entitles the holder to one vote on any question presented to any shareowners' meeting.

(b) The nine months ended September 30, 2011 includes the April issuance of 92 million shares of common stock. See Note 7 for additional information.
The nine months ended September 30, 2010 includes the June issuance of 103.5 million shares of common stock. The 2011 and 2010 periods include

shares of common stock issued through various stock and incentive compensation plans.

(¢} The nine months ended September 30, 2011 include $123 million for the 2011 Purchase Contracts and $18 million of related fees and expenses, net of
tax. See Note 7 for additional information. The three months ended September 30, 2010 includes the recording of a deferred tax benefit for the
issuance costs related to the 2010 Purchase Contracts. The nine months ended September 30, 2010 include $157 million for the 2010 Purchase

Contracts and $19 million of related fees and expenses, net of tax.

(d) "Earnings reinvested" includes dividends and dividend equivalents on PPL Corporation common stock and restricted stock units. "Noncontrolling
interests” includes dividends, redemptions and distributions to noncontrolling interests, for which the nine months ended September 30, 2010 includes

$54 million paid to redeem PPL Electric's preferred stock.

The accompanying Notes 10 Condensed Financial Statements are an integral part of the financial statements




CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Net income

Other comprehensive income (loss):
Amounts arising during the period - gains (losses), net of tax (expense)
benefit:
Foreign currency translation adjustments, net of tax of (§2), $1, (51), $0.
Available-for-sale securities, net of tax of $28, (522), $15, ($12) ..cccon..e.
Qualifying derivatives, net of tax of ($19), (396), ($30), ($244) ...............
Equity investees' other comprehensive income (loss), net of
1aX 0T 50, FO, 50, $O et eete e rte e ansan v e sen e nens
Defined benefit plans:
Prior service costs, net of tax of $0, ($14), $0, (314).evcirciinciicninne
Net actuarial gain (loss), net of tax of $0, $11, $0, ($20) oo
Transition obligation, net of tax of $0, ($4), $0, (84) .ccvvvviiincces
Reclassifications to net income - (gains) losses, net of tax expense
(benefit):
Available-for-sale securities, net of tax of $0, $0, $5, $2 ooveerv i
Qualifying derivatives, net of tax of $57, (§15), $163, 823 ...
Equity investees' other comprehensive (income) loss, net of
£axX 0 $0, 50, B0, BO cvcvreeriiieeee st
Defined benefit plans:
Prior service costs, net of tax of ($2), ($2), (35), ($36) eeovvreverevmancnne
Net actuarial loss, net of tax of (84), (§4), ($14), ($10) .eveorecreivcvcccns
Transition obligation, net of tax of $0, $0, $0, ($1) ..o
Total other comprehensive income (loss) attributable to PPL
Corporation.

Comprehensive income (loss)
Comprehensive income attributable to noncontrolling interests ...............

Comprehensive income (loss) attributable to PPL Corporation .............

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements

Three Months Ended Nine Months Ended

September 30, . September 30,

2011 2010 2011 2010
449 § 253 $ 1,054 § 600
) 81 156 (79)
(26) 19 (13) 12
41 134 48 360

M
17 17
1 a7 1 63
7 7
2 1 (6) 3)
(94) 26 (252) (41)
3

2 2 7 9
13 9 36 30
2
(65) 279 (21) 377
384 532 1,033 977
5 5 13 17
379 § 527 8 1,020 § 960




CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Energy Supply, LLC and Subsidiaries

(Unaudited)
(Millions of Dollars)

Three Months Ended Nine Months Ended

September 30, September 30,
2011 2010 2011 2010
Operating Revenues
Wholesale energy marketing
REAHZEM. ..ottt e s e $ 907 §$ 1,192 § 2,677 § 3,782
Unrealized economic activity (NoOte 14) ..o icniiennncevecneninns 216 52 229 (190)
Wholesale energy marketing to affiliate ..o, 5 71 15 250
Unregulated retail electric and gas......c.covvviniiiivniiniinncninnn 190 116 518 321
Net energy trading Margins......ccceeeeerereenenimiin e (7) (20) 14 €))
Energy-related DUSINESSES .vocovieviuiioiieniiie i, 130 97 354 278
Total Operating ReVENUES....ccoeiiiiiiiiiiiiitc i 1,441 1,508 3,807 4,437
Operating Expenses
Operation
FUET <.ttt et s st s s 358 322 826 810
Energy purchases
REAHZEA ..ottt et st ee e s e crencn et 161 159 701 1,289
Unrealized economic activity (Note 14)....ccovivrnniniivnccrcccnn, 176 300 49 418
Energy purchases from affiliate .......c.oocoooiiicniiiiiinn, 1 1 3 2
Other operation and MaiNtenance.... ... 208 213 741 765
DEPIrECIATION .. oot ceenre et ss e s en st 62 59 181 176
Taxes, other than INCOME ..ccouiivriveiie et ee e e enanee 18 12 50 34
Energy-related DUSINESSES ...cevriiiviirciieennii i cn e 130 95 350 269
Total Operating EXPENSES ...ccovcemreiriiuiiiicnrnseiinisesc s esene, 1,114 1,161 2,901 3,763
Operating INCOME ...ievniinicininrcriinisniesscesnnssnernnsasssssansnsannanunsassass 327 347 906 674
Other Income (EXPense) - Net........coccerierrvrciniininnic s, 2 6 20 17
Other-Than-Temporary Impairments......c..ceeovcrcvenreicisicimeenenenas 5 6 3
Interest Income from AfflIates. ......covoe e, 2 1 6 3
INterest EXPENSE..c..oviiiiiirierieee ettt et 52 48 150 150
Income from Continuing Operations Before Income Taxes .............. 274 306 776 541
INCOME TAXES o teireirr ettt ettt et 104 93 305 178
Income from Continuing Operations After Income Taxes....ooeeneunne 170 213 471 363
Income (Loss) from Discontinued Operations (net of income taxes)...... 53 2 189
INEt IICOMIC ceeveerecarrcriescssriscesanssersssnsesssssssnisssenssstersssssrarsssssssnssnsensenssasanes 170 266 473 552
Net Income Attributable to Noncontrolling Interests........ccocccvnevvncnnnn. 1 1 1 1
Net Income Attributable to PPL Energy Supply .3 169 § 265 % 472 § 551
Amounts Attributable to PPL Energy Supply:
Income from Continuing Operations After Income Taxes..........c.ccee. $ 169 § 212 § 470 § 362
Income (Loss) from Discontinued Operations (net of income taxes) .. 53 2 189
INEE INCOME ....c.vvircvveeeteiereeevese e ae s e e e enesenesebesases s crereraosenacsaenens $ 169 $ 265 § 472 § 551

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

PPL Energy Supply, LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Nine Months Ended

September 30,
2011 2010
Cash Flows from Operating Activities
INEL HIICOINIE vuveveevrrerenseessasenseseesrseercreesreressseseseesess et saenstsaanes s moreaer e saentsinssrassnsensasensananssesebnaresis $ 473 % 5352
Adjustments to reconcile net income to net cash provided by operating activities
DIEPIECTALION. .cverivrtrieeecrerieroe v esannenrssensss e ne s st re e sasss A e s e e b n e Resobesenr et sansssat e eran: 182 274
ATTIOTHZALION e eveeer e creeceinecacerenneasseseanaesaseeseees et shesbe st samss s asbana s s saess s ebsabeantsasase s et e nsbeabaanas 926 109
Defined benefit plans « @XPENSE ..co v iiveicccriiiiiiimiinssr et st s s 26 4]
Deferred income taxes and IMVEStMENt 1aX CTEAILS cuuviivvvreierireerervorvereservseenssessnasrasmoseensessnves 226 (235)
IMPAITMENT OF @SSELS .v.crcrerecieiscnreinsnsneoe s onrein e scas o rssns e st ans s nr e ra st as e nnbn s snssansasen 13 118
Unrealized (gains) losses on derivatives, and other hedging activities .......c.ccvcvvirnvnevennnnn. (155) 602
Provision for Montana hydroelectric litigation .......cevieviineniiininniennns 10 62
Other covevrrrecreerneecneee e eereereetnsheenar i et et reeeer e et s ane s e e aan s s e an s aeseenn enrervanneseens 19 47
Change in current assets and current liabilities
ACCOUNTS TECEIVADIE ....vicveeeietiecree et cerer s e nrencenrnes e eeesses et saner eassonaasaseansesntonsesbensasbemnnsansnsons (43) 43
ACCOUNTS PAYADIE .ottt ceirere e nnrn e enrer s et a s n e b e r s ekt eb b ane (163) (31)
UNDIIIEA TEVENUES ..eeereceiirce e cres e rer e ininc s asres s ensnsaser sssssanentnantenrbesssstsenns ennserasnsssuns 116 (45)
TAXES eerererirareerreerrreaenrereeresreseesanns 61 112
Counterparty collateral . 273) 169
L@ 131 11 U T PO UGS UV UOREUTRTRUNNY 31 80
Other operating activities
Defined benefit plans - fUnding ......cooveeevriiiiniiniiime s s (136) (293)
OLNET ASSEES ..viivrrerereriereeeeesiereeeessnteereenenaseeanaasaesnesbenseecensseanenssestensssonsasssassissnantesassesnnsennesaesns 31 (64)
OURET HADIHTIES .. .vviiisevevicenirvinnerrasseenessaseeiesssesnsesserassanenseessnsssssssessneaemruenasensensenasnsesmmssesanes (12) 54
Net cash provided by operating actiVities ..o 440 1,595
Cash Flows from Investing Activities
Expenditures for property, plant and eqUipmMenNt ........coocomeiiiiiniiriiiinennens s (499) (707)
Proceeds from the sale of certain non-core generation facilities .......ccoriviiiesicininerieannnens 381
Proceeds from the sale of the Long [sland generation business .........cccceermvvmmmrernniennerienncas 124
Expenditures for intangible aSSetS........ccvvieiriimmiiiiisinnein s s et nae 45) (60)
Purchases of nuclear plant decommissioning trust investments ........ocovvvemveiescerercnnssininsnens (144) (93)
Proceeds from the sale of nuclear plant decommissioning trust investments......c.ocoovoveveeeianas 134 83
Net (increase) decrease in restricted cash and cash equivalents........cocvncieiinccininiecnnnn, (36) 76
Other INVESHING ACHVITIES ..eurevereerrisireaens e cenee serbresseec s essss e ssssaas s st saesaentsmsbasas s se s ernaraseerses 7 9
Net cash provided by (used in) investing aCtiVIHIES .....ccivviviiniiinine it (202) (568)
Cash Flows from Financing Activities
Issuance of 1ong-term debt ..o na et 600
Retirement of 1ong-term debt .....ccovviroeciiieniriniomi i s rs e (250)
Contributions fTOM MEIMDET c.oviviveiriviriienrisreeraaeeieeesrsesesaessseessanesnsanasensrsneserseensnaensaneenssnsereessen 361 3,525
Distributions {0 Member......cvrvieneecerrire e neneesenrennens reee e eterre et et e b et ann e eneen (209) (512)
Cash included in net assets of subsidiary distributed to member .......ccccorvvvcccnniininenrenennn (325)
Net increase (decrease) in ShOrt-term debt ..o cvcviicncnnrr it (100) (443)
Other financing aCtIVITIES .e.vciecrieerreerinceere e e srecece e aama s st srinseese s e e e einsasaas n (10)
Net cash provided by (used in) financing actiVities .......ccvemvimimierinn i csnsesnsnnne (524) 3,160
Effect of Exchange Rates on Cash and Cash Equivalents 10
Net Increase (Decrease) in Cash and Cash Equivalents (2806) 4,197
Cash and Cash Equivalents at Beginning of Period ... 661 245
Cash and Cash Equivalents at End of Period.......coviiiiniiiiceniecteensie s $ 375§ 4,442

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Energy Supply, LLC and Subsidiaries

(Unaudited)
(Millions of Dollars)
September 30, December 31,

2011 2010
Assets
Current Assets
Cash and cash eqUIVALENTS ........ooviiieirii e ) 375§ 661
Restricted cash and cash equivalents .........coeceierieiiicccinenn 53 19
Accounts receivable (less reserve: 2011, $2; 2010, $20)
CUSTOMIET .. . teieee sttt stue et e etreveetr e s araenes b eess et iassetsssueeeyaossaanssunssansesssneraeseseaneeas 204 225
BT ottt cee vttt e s se st e en e astechuevatuanae s e sasassaseessuestsanss s emsenereesnuenun 29 24
UNDIHEA FEVEIUES .ttt et r v eeasa s st e sste s s vsn st aesrsessneaaseensann 300 486
Accounts receivable from affiliates .....covvvvivieeri it aree e e s 124 124
Fuel, materials and supplies....... e eteseetessueresossestean e eaataRe et ehaesbnearasneneent e beraenteene 293 297
PrEPAYITIEIIES. ¢ .. eeivec ettt ettt eeeereaeree et ens b e er s cae e ess s e st emncas nrenenecaesot s eonessaeieivasns 17 89
Price risk Managerment 8SSETS ... cvueeerrrirreerarreacenererseevereeersersesseaseeresseeosirssssens 1,366 1,907
Other INtANGIDIES . ..cviiereeiii ettt 6 11
ASSELS Neld TOr SAIE oottt ettt se e n e e b rne s 374
OheT CUITEINE ASSETS...eiuveiteeririereeresresursseessiesressesnasreseessassesrssessansessnesseensessesnsraes 1 11
TOtA] CUITENT ASSELS ueiveieiveiereitieieereseecaeeeieevseessescavessseeaseesseinres sssseaseseseaseeseonsrass 2,768 4228
Investments
Nuclear plant decommissioning trust funds..........ccccvnini . 594 618
OtHET INVESIITIEIES 1oevvriiiieeiiiieeieie e reeeeeaten s veaeersstueasans seseeesmussesesesrunaasesesessneearseeesns 38 37
T Ota] ITIVESIIIEIES v teveercerectieertieieeereeeteesaeeseteasteesarseue e sssasassssuessrsessasseanssnanse or s eenenas 632 655
Property, Plant and Equipment (Note 8)
Regulated Utility PIAnt.... ...ttt snis e nsanans 4,269
Less: accumulated depreciation - regulated utility plant........ccovieenvcnnns eernes 888
Regulated utility plant, Det.......cccoriieiiininiciies e 3,381
Non-regulated property, plant and equipment
GOIETALION. c. . teiecireeieeee st ir et riesscieeeeete s atnersrassessease st aresrtaeeeeas e s sresnanes srauts sonuasnenes 10,399 10,169
INUCIEAL TUEL <ottt cctr e et e et e et e e e te e re e e et e aeenseaessuensave sebeneesassnnsnns 620 578
16 1 1 1=1 ST SO O TSSOSO PPTUU PRSPPI 242 314
Less: accumulated depreciation - non-regulated property, plant and equipment.... 5,506 5,401
Non-regulated property, plant and equipment, net ..., 5,755 5,660
Construction WOTK I PrOZIESS ....ovevvcreierirrenrrirrereesiniesissssesecaseranrsiesnaneresesiessssssssassons 634 594
Property, Plant and Equipment, 06t (2) ...cocccvvererireierin it s 6,389 9,635
Other Noncurrent Assets
GOOAWITT (INOLE 8).eeiiiiieiirieiveie ettt ettt r e sesese s erisesereeene e 86 765
Other intangibles (2) (INOE 8) .uvveerieii e cereesr e 384 464
Price risk management 8SSeES .........ccceereerirrnieevniere e et ess et et sacens 675 651
Other NOMCUITENT ASSELS..uvueeiriieieirreierrrerirereessiesiareserueeesssesvaasasrsssrassassirasesssares seeres 379 398
Total Other Noncurrent Assets .........cco.o.... e eeheeeera et et e eate e bant e seare s e eneenr e eaeen 1,524 2,278
Total Assets $ 11,313  § 16,796

(a) At September 30, 2011 and December 31, 2010, includes $419 million and $424 million of PP&E, consisting primarily of "Generation," including
leasehold improvements, and $11 million of "Other intangibles" from the consolidation of a VIE that is the owner/lessor of the Lower Mt. Bethel
plant.

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.




CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Energy Supply, LLC and Subsidiaries

{Unaudited)
(Millions of Dollars)

Liabilities and Equity

Current Liabilities

SHOTE-EIN AEDE ..vieiieirere ettt e ren b s snme e s
Long-term debt ......cooiriiieeiceet e s
ACCOUNTS PAYADIE ..oeve ettt it s
Accounts payable to affiliates.......coveirinenceenerrc i

TEUETESE 1ot cetieeieeetceesseee st s esnseesesaresseeaaane s e sseesanbesasne eheaenanss ganeecueeassnsecanesanansenn
Price risk management Habilities ........cccmmerrimeriirccnin e
Counterparty COHateral .......oovrrecvirienneee oo eren s
Other current Habilities ...ieeeieeeiisecreeseae e cnes e s cesenreeareennanee
Total Current Liabilities...c.vmvrieiccereieererirascenesrrerosie e e e eeeree e snreanseesranassan

Long-term Debt (Note 8)

Deferred Credits and Other Noncurrent Liabilities

Deferred INCOIME TAXES .ivviiiiieireieisrenseeeerreeeeeeseesresassaseeesassaranssenseaseenssrsssersennes
INVESIMENT tAX CIEAILS ..vvviviiieeeerercrecveseeseete e cenresaeesnesreenssssaneennenesraesrensnesaseras
Price risk management Habilities.............. et et et st an et n s n e e
Accrued pension obligations (NOte 8) ....ccecmrerreormceienercinimincirsnnee e e
Asset retirement 0blIZALIONS «.vvveeiviririire i rirnim e e
Other deferred credits and noncurrent 1Habilities.....ccvevvriverce e e,
Total Deferred Credits and Other Noncurrent Liabilities ......ccoeoveeeiencvinenenn.

Commitments and Contingent Liabilities (Note 10)

Equity

MEIMDEL'S EUILY -evveetrrircrieenentncrce e e erencenie et esaressas s s e eas s s
NONCONTTOIIMZ INLEIESLS .verueeerrrreeeriacrcesreeeeeerenieeneetene s e bessereesseessasve s
TOtAl EQUILY woveeaveee v eian e cinntee s cn e s easbe e b e s sn s e s

Total Liabilities and Equity

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements
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September 30, December 31,
2011 2010

$ 250 531
500 500
359 592
10 43
127 119
60 110
735 1,112

65 33
439 624
2,545 3,969
2,525 5,089
1,266 1,548
123 81
455 438
178 619
345 332
192 211
2,559 3,229
3,666 4,491
18 18
3,684 4,509
$ 11,313 16,796




CONDENSED CONSOLIDATED STATEMENTS OF EQUITY

PPL Energy Supply, LLC and Subsidiaries

(Unaudited)
(Millions of Dollars)

June 30, 2011

NEE IICOIMIE o1 oveeiettieeceteceee e etecetenreeeeae e sssesteestnsesessreesessns e avsessanssanessnions
Other comprehensive income (10SS).....ccvvrrvriervnverrrneneeisenevseenens
Contributions from MembeT..........cooievverieieere s,
DISEIBULIONS 1ieieicticiisiieee ettt r et sanaeteserena e

September 30, 2011
December 31, 2010

Nt INCOME .ttt er e eee v e v et a s e es e e ssa s s sbaeen s e srna s
Other comprehensive income (10SS)......coeervervrviriinierevneere e sereeeaee
Contributions from member......c..coccvevivecvirecine s
DISEITBULIONS eeivveiieii e iretesr et ee s sttt be st sveba e ensstasreseeaeneei
Distribution of membership interest in PPL Global (@) ..c..cccveevivvannanee.

September 30, 2011

June 30, 2010

NEE IMCOIMIE ..ttt sttt ate s s e eeteve e eerarestesestsessanaesressrsassuares
Other comprehensive income (10SS).....cccvvvecvarireraererresrnresneniasesreans
DIStETBULIONS .ttt ettt eseaess s eresseresnnesnas

September 30, 2010

December 31, 2009

INEE TNICOIMIC oot eeer e eee e neeiir s emire e esreeat e st ssassassae s snesenssotessmanesens
Other comprehensive income (L0SS)....e.errciererrnivenernrennresnreneeaiens
Contributions fIom MEMbBET.. ..ottt eeeeaeeas
DESETTDULIONIS e eneee ettt et et e et e e et eeeeeeeeseeeseeeseeese e eeseseseeeseeersesees

September 30, 2010

(a) See Note 8 for additional information.

Non-
Member's controlling
equity interests Total
3434 % 18 3,452
169 1 170
(55) (55)
193 193
(75) ) (76)
3.666 % 18 3,684
4,491 § 18 4,509
472 1 473
(161) (161)
361 361
(209) 4 (210)
(1,288) (1,288)
3.666 3 18 3,684
8,168 § 18 8,186
265 1 266
332 332
(148) (N (149)
8,617 3§ 18 8,635
4,568 § 18 4,586
551 1 552
485 485
3,525 3,525
(512) (1 (513)
8.617 § 18 8,635

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
PPL Energy Supply, LLC and Subsidiaries

(Unaudited)
(Millions of Dollars)

Three Months Ended Nine Months Ended

September 30, September 30,
2011 2010 2011 2010
Net income s 170 § 266 § 473 § 552
Other comprehensive income (loss):
Amounts arising during the period - gains (losses), net of tax (expense)
benefit:
Foreign currency translation adjustments, net of tax of $0, $1, $0, $0...... 81 (79)
Available-for-sale securities, net of tax of $28, ($22), $15, ($12) ............ (26) 19 (13) 12
Qualifying derivatives, net of tax of ($27), ($147), ($48), ($337) e.c.vccnv. 39 207 68 492
Defined benefit plans:
Prior service costs, net of tax of $0, ($9), $0, ($9) oo, 12 12
Net actuarial gain (loss), net of tax of $0, $7, $0, ($24) .evevevirvricn 1 (13) 1 67
Transition obligation, net of tax of $0, (33), $0, (33) oo, 6 6
Reclassifications to net income - (gains) losses, net of tax expense
(benefit):
Available-for-sale securities, net of tax of $0, $0, $5, $2..cvvvvev e 2 1 (6) (3)
Qualifying derivatives, net of tax of $50, ($2), $153, 836 cccovvirvvveennnn. (73) 9 (220) (59)
Equity investee's other comprehensive (income) loss, net of
tax 0f $0, $O, B0, SO ...eeeee et 3
Defined benefit plans:
Prior service costs, net of tax of ($1), ($1), (83), ($4) vevvecmvvceeecieeann. 1 1 3 6
Net actuarial loss, net of tax of (§1), (34), ($2), ($10).ccvveerveirrieceene. 1 9 3 29
Transition obligation, net of tax of $0, ($1), $0. (1) eervvveevceeveeeeeee. 2
Total other comprehensive income (loss) attributable to
PPL Energy Supply (55) 332 (161) 485
Comprehensive income (loss) . 115 598 312 1,037
Comprehensive income attributable to noncontrolling interests ............... 1 1 1 ]
Comprehensive income (loss) attributable to PPL Energy Supply ......... $ 114 3 597§ 311§ 1,036

The accompanyving Notes to Condensed Financial Statements are an integral part of the financial statements.
panying



CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Electric Utilities Corporation and Subsidiaries

(Unaudited)
(Millions of Dollars)

Three Months Ended Nine Months Ended

September 30, September 30,
2011 2010 2011 2010
Operating Revenues
REAIL @IECITIC cvn e eeeeee e eeee e te et etaearae et e e are et e sns st e s srrnnanses $ 454 % 570§ 1,444 § 1,901
Electric revenue from affiliate ... 1 1 9 5
Total Operating REVENUES......coovoi vt ssene e 455 571 1,453 1,906
Operating Expenses
Operation
ENergy PUrChases . ....coovoviviccarceerieieinierarsime st saanns 171 229 591 848
Energy purchases from affiliate.........ccoviiiimn 5 71 15 250
Other operation and mMainteNanCe .........oooeviereinivenrinievenecsnaans 146 126 402 377
DEPIECIAIION ..eevievceiirect e ric et r it s oo ss st eaean e eaneanraes 38 34 108 101
Taxes, other than INCOME ..c.ciivviieiiie e ves v e eaeenas 26 32 83 108
Total Operating EXPenses ..o s 386 492 1,199 1,684
Operating INCOME ....ciririciennincaiesrnsessininensesin 69 79 254 222
Other Income (EXPense) = NEt....ocouviireviiererenrennetenerecsiseeeenv e eevenns 2 3 3
Interest Tncome from AffIlate ....oc.eeveiviriiiicencr e 1 1 1
INterest EXPENSE . ...coviirieriictieeir ettt st svae s nreas 26 24 74 74
Income Before Income Taxes 46 55 184 152
INCOME TAXES i tuteerieieteitr et ee e en ettt s s e 14 15 56 47
Net INnCome....urevvrvimnvensenrsssseessens 32 40 128 105
Distributions on Preferred Securities ... 4 4 12 16
Net Income Available to PPL Corporation . 8 28 § 36 $ 116 $ 89

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Nine Months Ended

September 30,
2011 2010
Cash Flows from Operating Activities
NEL IMCOITIE ...eiviverivirteeierererertesresereaesasstesnstenesseessrassastasesasessass ek arasassssssessceessesnrarsesnonssssnssasn $ 128 § 105
Adjustments to reconcile net income to net cash provided by (used in) operating activities
DIEPIECIALION 1. cv v ernacrrr et sems e srebare s s b ne b s s ae e b s ae e s et en s s b s e e s esenen 108 101
ATTIOTIZALION .1itrrvvireeioieiarieeanesestseaaseeanssseaeranesnssssseeensesarassensreesneessaseeraserseeensassaseneesasessans 5 (15)
Defined benefit plans = eXPENSe ......corvveiereirennnre et s 13 16
Deferred income taxes and investment tax creditS.....cc.covmimrnerenrerirnnnicitcnreaaenns 9 52
1874113 SO OO OSSOSO OO USROS 2 5
Change in current assets and current liabilities
ACCOUNES TECEIVADIE ...evviireierieeicts et ctere st n s e st es et et eesesse st e s e ann b eneneacnsneanene 'S) (34)
ACCOUNES PAYADIE L.evieveerecrierrereierte et et snes sr s ne s ete e st s nss s s anns s s in s (105) (15)
UNDILEA FEVEIUES. ... vt eeerieeeneresirere s srenrass e e neets e st e see e e nee e csnennasaensesaneneseneresnsnsesess 53 82
PrEPAYINIEIILS ..o veivictreeeie et cnecne e et s st e e s nene s see s s s st csem s s et s n e sr e e s re s e annas 58 (70
Regulatory assets and HabilItIes .........covrmaemimrenineeea s cesesier e saane s e sennns 95 31
TaXES ot erereernreeeenerensee e seae e eat e s e e ess e e st e s s areneune sae e £oeeemeena Se b baeeteraE s San S e an e aensseanaen 19 an
L@ 1 5= OO O OOV P RSP TP (7 (7
Other operating activities
Defined benefit plans = fUning.......coccooeneioerinneircircirne e (102) 49)
OThET ASSEES .eeeueetercenit e r e cercate e r e s ennc s nrai et s a s s s sasss e s s e s sanssareaase e nenasensennennns (1) 22
(@] 237 1o} 1 0T TR U U TP TSRO UTUTURTN (9) (23)
Net cash provided by (used in) operating activities ........c.ccoevivivneiiecviieer e 261 127
Cash Flows from Investing Activities
Expenditures for property, plant and equipment ........cococeceeeorrrnncninincineseassensesesesnsnens (357 (251)
Other INVEStING ACHVITIES 1.rvveveirreir e ctisr e riareeen e aseae e eeee e e s sems b ssn s st sssnesnsnsan s 4 )
Net cash provided by (used in) investing aCtiVIties........coccremvcrimnine o, (353) (253)
Cash Flows from Financing Activities
Issuance of 1ong-termm debt ... e sn s 645
Retirement of long-term debt ...t (458)
Contributions from Parent ... eeccrieve et s s e 56 55
Redemption of preferred Stock ..o (54)
Payment of common stock dividends t0 Parent..........ccuurevmvorecerimerermevsiiiesomeir s (76) (49)
Distributions on preferred SeCUTHES. ..o er e srcre s e nre e et (12) (13)
Other fINANCING BCHVITIES 11rrererierirenresteteesar et s seer e ertase st eseaacanr s nrennerenaseesnesssonnssensos (6) (N
Net cash provided by (used in) financing activities .......ccccecivneniiisenin e 149 (62)
Net Increase (Decrease) in Cash and Cash Equivalents 57 (188)
Cash and Cash Equivalents at Beginning of Period........cccocvciminicncnnn, 204 485
Cash and Cash Equivalents at End of Period ... S 261 § 297

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS

PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, shares in thousands)

Assets

Current Assets

Cash and cash equivalents ..o

Accounts receivable (less reserve: 2011, $17; 2010, $17)

CUSIOIMIET 11ttt e s s b bbb s e st en

Accounts receivable from affiiates ......coovivieeiniieeiireee e
UNDBITEA TEVENUES ...evevvrircee ittt st aeaseree et eeerees st nc o n e e caneassasetevanis
Materials and SUPPIIES ...oevvrriciiirieirr et
PrepayIents. ..ot et n
ReguIatory aSSELS .....ocuivvieriiveirirr ettt s e s e
Other CUITENE ASSEIS..uiiiiieirieiereirireseeeiirieiiaressseeassteesvetessss tres e senserssanes avessseies
TOtal CUITENT ASSELS c.urviiveveriririairarereiieisisruscesvasaseseessseesssanesseneessoteesruasessnnesons

Property, Plant and Equipment

Regulated Utility PLant vo..c.ocecveeieiiiivr e e e
Less: accumulated depreciation - regulated utility plant.......cooviininnnn

Regulated utility plant, Det. ...
OFHET, NIBL ottt ettt e e et e e saee e et evante e smur bt e vaesasevsaneraraevann
Construction WOrk In PrOSTESS....ccurerrevererierenniesrssieseiiesss s ssiessscsansssaneneen
Property, Plant and Equipment, Ret ..........ccevori i

Other Noncurrent Assets

Regulatory aSSELS .....iuiiiieciecieoit ittt s
INEANGIDIES 1ottt e
Other NONCUITENT ASSELS..uueiciiiierereeriirierierreeerneererecrssevesasnntrresevesievorearsssssisses
Total Other NONCUITENE ASSEIS ...oevveireiveeieeinicesveeereaenseraesrerasssravasessssseseessees

Total Assets

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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September 30, December 31,
2011 2010

261 % 204
270 268
10 24
36 8
81 134
47 47
78 136
3 63
23 4
809 888
5,751 5,494
2,206 2,123
3,545 3,371
2 2
219 177
3,766 3,550
663 592
153 147
81 76
897 815
5472 $ 5,253




CONDENSED CONSOLIDATED BALANCE SHEETS

PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars. shares in thousands)

Liabilities and Equity

Current Liabilities

ACCOUNES PAYADIE oeviiiiirie sttt e b s ne e ab st e s s nba i
Accounts payable t0 affiliates ..o

1<) =21 AU OO SOUR PSS RRRURPR:
Regulatory Habilities . .o.coeeeireirirecncrrcc st s
Other current HabilItIES . .occevvieivrererceerianiteesetneseessvensinesnreresaseeesasesesnnanassssesnneasane
Total Current LiabilitIes. .covvvveeiiciir e eec et sneeesenssnse e s s re e sanseennesesnnnnenne

Long-term Debt...................

Deferred Credits and Other Noncurrent Liabilities

Deferred IMCOIME TAXES .ccvvreriir e eerrveeeeeeessnreeessraeebeesanssnseaeesararsasnnnaseses ersenns
Accrued pension oblgations........covvamcrir i
Regulatory Habilities ...
Other deferred credits and noncurrent Habilities.......ooovvverevieenercerie e
Total Deferred Credits and Other Noncurrent Liabilities ......coeveeecerorvecinercenen

Commitments and Contingent Liabilities (Notes 6 and 10)

Shareowners' Equity

Preferred SECUTTHIES ...ooivvrvievieieeeeeretiercrerie e csniss et sr e be st ae st st es s assass
Common stock - N0 Par VAIUE (@).......evrrereeiecrniiiritinininen et
Additional paid-in capital ...cocoeccorinci
EaImings refiVeStEd....ooveiveres e crnenenrnraicmsmennissecsnesssaes s e s s nsnae s eneens
TOtA] EQUILY «oveeire ettt e b s nsnen ettt b et be b s e b s san e bas

Total Liabilities and Equity

September 30, December 31,
2011 2010

145 221
43 73

42 23

20 17

46 18

97 126
393 478
1,718 1,472
998 932
166 259
13 14
144 154
1,321 1,359
250 250
364 364
935 879
491 451
2,040 1,944
5,472 5,253

(a) 170,000 shares authorized; 66,368 shares issued and outstanding at September 30, 2011 and December 31, 2010.

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements
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CONDENSED CONSOLIDATED STATEMENTS OF SHAREOWNERS' EQUITY

PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars)

Common
stock
shares Additional
outstanding Preferred Common paid-in Earnings
(a) securities stock capital reinvested Total
June 30, 2011 66,368 $ 250 § 364 § 879 § 487 § 1,980
Net inCOMe (D) covervrivveeieeeeeeeae e 32 32
Capital contributions from PPL .....c.cccoeeriveenenn. 56 56
Cash dividends declared on preferred securities.. 4) (4)
Cash dividends declared on common stock ......... (24) 24)
September 30, 2011 66.368 3 250 § 364 § 935 § 491 § 2,040
December 31,2010 66,368 $ 250 $ 364 § 879 § 451 § 1,944
Net ICome (D) covereeieseeieieieeee e 128 128
Capital contributions from PPL .......c...ccc e 56 56
Cash dividends declared on preferred securities.. (12) (12)
Cash dividends declared on common stock.......... (76) (76)
September 30,2011 66,368 § 250 $ 364 § 935 3 491 § 2040
June 30, 2010 ...ovirvicinnrnnieranens 66,368 $ 250 § 364 § 879 § 420 § 1,913
Net income (D) v vvevereiereeerivreenr e e assvveceeens 40 40
Cash dividends declared on preferred securities.. Q) (4)
Cash dividends declared on common stock......... (9) (9)
September 30, 2010 66,368 $ 250 § 364 § 879 $ 447 § 1,940
December 31, 2009 66,368 3 301 3 364 $ 824 % 407 § 1,896
Net ineome (D) coevveereivrireeeeeceireceneseeense e 105 105
Redemption of preferred stock (€)....cocveerrneneee 5D 3) (54)
Capital contributions from PPL ... 55 55
Cash dividends declared on preferred securities.. (13) 13)
Cash dividends declared on common stock ......... (49 (49)
September 30,2010 66,368 3 250 $ 364 $ 879 § 447 § 1,940

(a) Shares in thousands. All common shares of PPL Electric stock are owned by PPL.
(b) PPL Electric's net income approximates comprehensive income.
(¢) In April 2010, PPL Electric redeemed all five series of its outstanding preferred stock

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
LG&E and KU Energy LLC and Subsidiaries

(Unaudited)
(Millions of Dollars)

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Successor | Predecessor Successor | Predecessor
Operating Revenues eararesesatessasneansntesateanennns $ 736 | $ 719 % 2,140 | § 2,035
Operating Expenses
Operation
FUET Lottt et ettt e 245 250 666 668
Energy pUrchases ......cocoveienevniiesve ettt 32 39 179 200
Other operation and MaiNteNanNCe..........occvvvuevcrirriicmnecinncaneens 187 177 566 509
DePreciation . ..cuoieivveaeeereenireii e eeve st een e e 84 73 249 211
Taxes, other than INCOMIE........ccovveiirerveereisseeseareesaeversvsneesessesenseevannes 10 5 28 19
Total Operating EXPenses........o.o.oveviriiiminine s 558 544 1,688 1,607
Operating Income . 178 175 452 428
Other Income (EXPense) - Nt ..o vviriiririnreciee et 31 1 17
Interest EXPenSe..c.ccvociiriierieiriir ettt sn e 36 6 108 19
Interest Expense with Affiliate ......cocoiiviiiiiiciniirccee 39 118
Income from Continuing Operations Before Income Taxes ........... 142 161 343 308
TnCome TaKeS...ooovv it 52 39 125 112
Income from Continuing Operations After Income Taxes.............. 20 102 218 196
Income (Loss) from Discontinued Operations (net of income taxes) ... (1) (1) )
Net Income $ 89 |8 102§ 217 1% 194

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

LG&E and KU Energy LLC and Subsidiaries

(Unaudited)
(Millions of Dollars)

Cash Flows from Operating Activities

INEE THCOMIE 1veivveieeeiirertesereseseteeensanasasneseseaaeeseseaensee senses s saeaenasaRenassresbein e beebaab et asesbesensesassans

Adjustments to reconcile net income to net cash provided by operating activities
DIEPTECIALION Lveviurerirreinieetete e imem et st sses st e canbesss s s st n s n st Edr et et
Defined benefit plans « EXPENSE ... .cecreccrirerimcrniei et sa s
Deferred income taxes and investment tax credits ......oooeviviriierinieseeeeeerees
Unrealized (gains) 105ses 0n derivatiVes .....cveicveriirieinreenees et e s e
Regulatory asset for previously recorded losses on interest rate SWaps .....c..ovouveeiracrerenn
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